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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre ----------------------------------------------------- X Chapter 11

Residential Capital, LLC, et al., Case No. 12-12020 (MG)
Debtors. Jointly Administered

___________________________________________________________ X

DECLARATION OF KENNETH H. ECKSTEIN IN SUPPORT
OF OBJECTION OF THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS
TO THE DEBTORS” MOTION PURSUANT TO FED. R. BANKR. P. 9019 FOR
APPROVAL OF THE RMBS TRUST SETTLEMENT AGREEMENTS

I, Kenneth H. Eckstein, hereby declare, pursuant to 28 U.S.C. 81746, that the
following is true and correct to the best of my knowledge, information and belief:
1. I am counsel to the Official Committee of Unsecured Creditors (the

“Committee™) in the chapter 11 cases (the “Chapter 11 Cases”) of the above captioned debtors and

debtors-in-possession (collectively, the “Debtors™). | make this declaration (the “Declaration”) in
support of the Committee’s Objection dated December 3, 2012 (the “Objection”) to the Debtors’
motion (as supplemented, the “9019 Motion”) [Dkt. Nos. 320, 1176, 1887] for approval of a

proposed settlement (the “RMBS Trust Settlement” or the “Settlement”).

2. Attached to my Declaration are the following Exhibits referenced in the

Committee’s Objection:

Exhibit A Excerpts from Transcript of Proceedings, In re: Residential Capital,
LLC, et al., Case No. 12-12020 (MG), dated October 10, 2012.

Exhibit B Excerpts from Deposition Transcript of Jeffrey Cancelliere, dated
November 14, 2012.
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Exhibit C

Fortace Analysis: PLS Demand Data Summary [Bates No. RC-
9019_00045459] (Expert Exhibit 7, marked during the deposition of
Frank Sillman, November 20, 2012).

Exhibit D

Excerpts from Deposition Transcript of Frank Sillman, dated
November 20, 2012.

Exhibit E

Excerpts from Deposition Transcript of Thomas Marano, dated
November 12, 2012.

Exhibit F

Email from William Solomon dated October 19, 2011 attaching Letter
from Kathy Patrick dated October 17, 2011 [Bates Nos.

ALLY 0212895 — ALLY_0212899] (Exhibit 48, marked during the
deposition of Thomas Marano, November 12, 2012).

Exhibit G

Letter from William Solomon to Kathy Patrick dated October 21, 2011
[Bates No. RC-9019 00048954] (Exhibit 121, marked during the
deposition of Timothy Devine, November 19, 2012).

Exhibit H

Email from William Solomon dated October 26, 2011 attaching Letter
from Kathy Patrick dated October 25, 2011 [Bates Nos.
ALLY_PEO_0042786- ALLY_PEO_0042787] (Exhibit 51, marked
during the deposition of Thomas Marano, November 12, 2012).

Exhibit |

Excerpts from Deposition Transcript of Tammy Hamzehpour, dated
November 13, 2012.

Exhibit J

Excerpts from Deposition Transcript of Timothy Devine, dated
November 19, 2012.

Exhibit K

Excerpts from Transcript of Proceedings, In re: Residential Capital,
LLC, etal., Case No. 12-12020 (MG), dated October 4, 2012.

Exhibit L

Email from Timothy Devine to Gary Lee and Tammy Hamzehpour
dated April 17, 2012 [Bates No. RC-9019_00048956] (Exhibit 76
marked during the deposition of Tammy Hamzehpour, November 13,
2012).




12-12020-mg Doc 2828 Filed 02/01/13 Entered 02/01/13 20:06:40 Main Document

Pg 3 of 4

Exhibit M

Email from Tammy Hamzehpour to Timothy Devine, dated April 23,
2012 [Bates No. RC-9019_00061443] (Exhibit 79 marked during the
deposition of Tammy Hamzehpour, November 13, 2012).

Exhibit N

Excerpts from Deposition of John Ruckdaschel, dated November 8,
2012.

Exhibit O

Email chain between Jeff Cancelliere, Timothy Devine, Tammy
Hamzehpour, John Ruckdaschel and others, dated May 7, 2012 [Bates
Nos. RC-9019_ 00049157 — RC-9019_00049159] (Exhibit 41, marked
during the deposition of John Ruckdaschel, November 8, 2012).

Exhibit P

Email from Timothy Devine to Gary Lee dated May 9, 2012 [Bates
No. RC-9019 _00049196] (Exhibit 147, marked during the deposition
of Timothy Devine, November 19, 2012).

Exhibit Q

Email from Noah Ornstein, dated May 12, 2012 [Bates No. RC-9019
00050446].

Exhibit R

Email from Timothy Devine dated May 12, 2012 [Bates No. RC-
9019 _00050455] (Exhibit 154, marked during the deposition of
Timothy Devine, November 19, 2012).

Exhibit S

Form 10-Q for Ally Financial Inc., dated March 27, 2012 (Exhibit 93,
marked during the deposition of John Mack, November 14, 2012).

Exhibit T

Email chain between Jamie Levitt, Timothy Devine, Gary Lee and
others dated May 10, 2012 [Bates Nos. RC-9019 00049486 — RC-
9019 00049491] (Exhibit 151, marked during the deposition of
Timothy Devine, November 19, 2012).

Exhibit U

Memo, Agenda and Presentation to the Residential Capital, LLC Audit
Committee, dated May 1, 2012 [Bates Nos. RC40022273 -
RC40022367] (Exhibit 55, marked during the deposition of Thomas
Marano, November 12, 2012).

Exhibit V

Excerpts from Deposition of John Mack, dated November 14, 2012.
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Email from Dan Soto to Jeff Brown dated May 8, 2012 [Bates Nos.

Exhibit W ALLY_0141967 — ALLY_0141968] (Exhibit 105, marked during the
deposition of John Mack, November 14, 2012).
Exhibit X Excerpts from Deposition of James Whitlinger, dated November 15,
2012.
Email from Gary Lee attaching presentation materials for Residential
Exhibit Y Capital, LLC Board Meeting, dated May 9, 2012 [Bates Nos. RC-
9019 00093180 — RC-9019_00093183] (Exhibit 60, marked during
the deposition of Thomas Marano, November 12, 2012).
Exhibit Z Excerpts from Deposition of Jeffrey A. Lipps, November 19, 2012.
Exhibit AA Prospectus for Residential Funding Company, LLC, dated April 6,
2007.
Minutes of a Special Meeting of the Board of Directors of Residential
Exhibit BB Capital, LLC, dated May 9, 2012 [Bates Nos. RC-9019 00054006 —

RC-9019 00054007] (Exhibit 61, marked during the deposition of
Thomas Marano, November 12, 2012).

Dated:

New York, New York

December 3, 2012

/s/ Kenneth H. Eckstein
Kenneth H. Eckstein
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In Re:
RESIDENTIAL CAPITAL, LLC, et al.
Case No. 12-12020-mg

October 10, 2012

eScribers, LLC
(973) 406-2250
operations@escribers.net

www. escribers.net

To purchase copies of this transcript, please contact us by phone or email
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Case No. 12-12020-mg

. e e e e e e e e e e e e e = m m e = o= =%
In the Matter of:
RESIDENTIAL CAPITAL, LLC, et al.,

Debtors.
e

United States Bankruptcy Court
One Bowling Green

New York, New York

October 10, 2012

10:04 AM

BEFORE:
HON. MARTIN GLENN

U.S. BANKRUPTCY JUDGE

eScribers, LLC | (973) 406-2250
operations@escribers.net | www.escribers.net
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RESIDENTIAL CAPITAL, LLC, ET AL. 24

reasonableness, the Court is required to approve the
settlement, I don't read Iridium that way. I don't read TMT
Trailer Ferry that way. I don't read the other cases regarding
approval of 9019 settlements that way.

It is -- that isn't to say that I would conclude it
can't be approved. You seem to be arguing that the Court has
no alternative at that point, but to approve it. I don't agree
with that statement.

MR. PRINCI: Understood, Your Honor. I think the way
we -- what the debtors would argue, Your Honor, Iridium stands
for, is that -~

THE COURT: Because -- walit a second --

MR. PRINCI: Yes.

THE COURT: -- Mr. Princi. 8.7 could be a dollar
value within the range of reasonableness, but the other
settlement terms may be such that the settlement should not be
approved. Okay? I don't know whether that's the case. I'm
not making any determination. The parties will lay out their
positions. But you shouldn't think you're going to come into
the hearing and simply -- because you've asserted this position
and you can carry forward with it, if you wish. But it's not
my understanding of the law.

You've been consistent in articulating the view that
the only issue for the Court at the settlement hearing is

whether the 8.7 billion dollars is above the lowest point in

eScribers, LLC | (973) 406-2250
operations@escribers.net | www.escribers.net
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RESIDENTIAL CAPITAL, LLC, ET AL. 25
1 the range of reasonableness. I will have an open mind at the
2|| hearing. But, you know, I can't count the number of times I
3|| have applied the Iridium factors in 9019 motions, and I -- if
4|| your argument is that the Court must approve a settlement any
5(| time it is above the lowest point in the range of
6|| reasonableness, that's not my understanding of the law.
7 That is certainly a very, very important factor, maybe

8|| the most important factor. We'll have to see. But if the

9|| remaining terms of the settlement are such, for example, if

10|| the -- any party that objects were to establish that the range
11|| of reasonableness was 3 billion to 12 billion, we settled on
12|| 8.7 billion, probably higher than we otherwise would have,

13|| because of the benefits it confers on AFI, that's going to be
14| an argument I'm going to hear and consider.

15 So I don't doubt, it's a very complex matter. But I
16|| just -- the reason I take the time to go through this now is,
17 || you've been consistent at every hearing when you've opposéd

18|| discovery about the negotiations that the only thing that

19|| matters at this hearing is whether 8.7 billion is in the range
20|| of reasonableness. 1It's not.

21 MR. PRINCI: Judge, I think I've been consistent, but
22 || perhaps not clear. We appreciate the fact that that is one of
23 || the factors.

24 THE COURT: We'll both agree on that.

25 MR. PRINCI: Judge, we appreciate that it is a factor.

eScribers, LLC | (973) 406-2250
operations@escribers.net | www.escribers.net
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In Re: Case No:
RESIDENTIAL CAPITAL, LLC, et. al, 12-12020(MG)

Debtors.

VIDEOTAPE DEPOSITION OF JEFFREY CANCELLIERI
New York, New York
November 14, 2012

2:03 p-m.

Reported by:
ERICA L. RUGGIERI, RPR
JOB NO: 27647-B
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4 November 14, 2012

5 2:03 p-m.

8 Deposition of JEFFREY

9 CANCELLIERI, held at the offices of

10 Kramer, Levin, Naftalis & Frankel,

11 1177 Avenue of the Americas, New York,
12 New York, pursuant to Notice, before
13 Erica L. Ruggieri, Registered

14 Professional Reporter and Notary

15 Public of the State of New York.

16
17
18
19
20
21
22
23
24

25

DAVID FELDMAN WORLDWIDE, INC.
450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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Exhibit B

JEFF CANCELLIERI
specifically where actual repurchase
claims were received. Meaning we did not
calculate reserves on every private label
securitization that we issued.

Q.- So the reserve numbers that you
were calculating were strictly limited to
those repurchase requests, as opposed to
any other trusts that had not, in fact,
submitted repurchase requests?

A. That"s correct.

Q.- Are you aware of any repurchase
requests that were made, other than by
monolines? To ResCap, excuse me.

A In the first quarter we had
repurchase requests come in from one deal,
at the direction of Deutsche Bank, who was

directed by one of the iInvestors.

Q. And that was the first quarter
of 20127

A. That was the first quarter of
2012.

Q- Now, with respect to the trusts

that were part of the settlement that"s at

issue here today, did you do any

42

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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JEFF CANCELLIERI

the proceedings.)

THE VIDEOGRAPHER: The time is

3:24 p.m. We are back on the record.

MR. MOLONEY: Thank you. Just
for the record 1 checked with the
videographer. We have an hour and
seven minutes of testimony so far.

Q. Mr. Cancelliere, | just want to
go back to a couple of points that we
talked about earlier. | believe you
testified previously that you were aware
of a repurchase request made by a

nonmonoline in the first quarter of 2012,

correct?
A. Yes.
Q. So prior to the first quarter of

2012 are you aware of any repurchase

requests that were made 1In nonwrapped

deals?
A. I am not.
Q.- And secondly, you iIndicated that

you provided a dollar range and defect
rate range to FTl, amongst others. Once

you gave that information to them, did you

75

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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1 JEFF CANCELLIERI
2 Q. And that was at the board
3 meeting before, before i1t concluded at
4 4:00 p.m., correct?
5 A. As far as 1 can recall.
6 Q.- Do you recall if Mr. Marano ever
7 received any additional information?
8 A. I don"t recall.
9 Q- Just give me one moment.
10 MR. DAILEY: That"s all I have
11 thank you.
12 EXAMINATION BY
13 MR. DOLAN:
14 Q. Mr. Cancelliere, I"m Matt Dolan,
15 from Cleary Gottlieb, on behalf of
16 Wilmington Trust.
17 You previously testified that
18 you had a call with Kathy Patrick on
19 May 8th, during which you challenged a
20 number of assumptions that she had,
21 related to the defect rate?
22 MR. RAINS: Misstates the
23 witness®s testimony.
24 A. I had a conversation with her
25 around their assumptions and discussed and

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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JEFF CANCELLIERI
challenged all of theilr assumptions.

Q. And you also discussed and
challenged her use of the 36 percent Bank
of America default -- defect rate?

A. In some form, yes. And used
that information to provide our legal
team, who was working through the
negotiations, to have discussions with
Kathy Patrick.

Q. So you relayed to the legal team
that you had challenged her use of that?

A I had relayed to the legal team
the items where 1 believe we could
challenge her assumptions.

Q. And included in that list of
items was the 36 percent?

A. It was all of her assumptions,
yes.

Q.- Was anyone else on that call,
besides you and Ms. Patrick?

A. I believe David Sheeren, from
Kathy Patrick®s side, was on the call as
well.

Q- Do you know why you were on that

206

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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JEFF CANCELLIERI
call?

A. Gary Lee had asked me to talk to
Kathy about her specific assumptions, to
get an i1dea of their calculated numbers.

Q.- And after that call, you relayed
to Gary Lee and others on the legal team
your concerns you had with her
assumptions?

A. Yes. I relayed to Gary Lee her
assumptions and potential concerns with
her assumptions.

Q- And then you were shown a second
ago Exhibit 60, which is the board
presentation from May 9th.

Do you recall that?

A. I do recall that.

Q.- And that presentation includes
the 36 percent Bank of America default
rate?

Do you recall that?

A. It includes, yes, the baseline
Bank of America defect rate.

Q. Was the board of directors of

ResCap ever informed that you had raised

207

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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1 JEFF CANCELLIERI
2 concerns about using that 36 percent
3 defect rate?
4 A. I don"t know.
5 Q. But no -- you don"t recall from
6 that --
7 A I don"t recall from that
8 meeting.
9 Q- Nothing, there was no discussion
10 of that?
11 MR. RAINS: He says he doesn"t
12 recall.
13 A. I don"t recall.
14 Q.- But as you previously testified,
15 that 36 percent was used as a comparison.
16 It was presented to the board as a
17 comparison to the 19.72 defect rate?
18 A. That i1s correct, at the
19 direction of our legal counsel.
20 MR. DOLAN: 1 don"t have
21 anything else. Thank you,
22 Mr. Cancelliere.
23 MR. RAINS: Any other takers?
24 MR. SHEEREN: David Sheeren from
25 Gibbs & Bruns. Can we just take a

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In Re: Case No:
RESIDENTIAL CAPITAL, LLC, et. al, 12-12020(MG)

Debtors.

DEPOSITION OF FRANK SILLMAN
New York, New York
November 20, 2012

9:35 a.m.

Reported by:
ERICA L. RUGGIERI, RPR
JOB NO: 27687
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4 November 20, 2012

5 9:35 a.m.

8 Deposition of FRANK SILLMAN,

9 held at the offices of Kramer, Levin,
10 Naftalis & Frankel, 1177 Avenue of the
11 Americas, New York, New York, pursuant
12 to Notice, before Erica L. Ruggieri,
13 Registered Professional Reporter and
14 Notary Public of the State of New

15 York.

16
17
18
19
20
21
22
23
24

25

DAVID FELDMAN WORLDWIDE, INC.
450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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Exhibit D

FRANK SILLMAN
Am I right when you refer to
prime, jumbo, Alt-A and subprime, those
labels as you understand them generally
apply to first lien loans?

A. Yes.

Q. And then HELOC is a form of
second lien loan?

A. In most cases, not always.
There are first mortgage HELOCs but
predominantly I believe the HELOCs are
second mortgages.

Q. And in your experience do Alt-A
and subprime mortgage loans tend to yield
higher rep and warranty breaches than
prime jumbo? And I'll refer you to
paragraph 58 of your declaration if you
want to look at that. I'm going to object
to the form of the question as vague and
ambiguous?

A. Can you restate the question for
me.

Q. In your experience do Alt-A and
subprime mortgages tend to yield higher

rep and warranty breaches than prime jumbo

63

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585
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Exhibit D

FRANK SILLMAN
mortgages?

A. They tend to yield higher
alleged rep and warrant breaches.

0. And how much higher, can you
quantify that at all?

A. I don't have the numbers in
front of me to be able to give you any
type of percentage differences.

Q. Suppose you were asked by your
client to quantify that. Could you do
that and how would you go about it?

A. I wouldn't be able to quantify
it without looking at and doing more work
on what the actual experience is. I do
know that it is -- my experience has been
it's higher, there's been a higher rate of
alleged rep and warrant breaches, but I
couldn't put a percentage on it.

Q. Are there any publications that
address that to your knowledge?

A. There may be that address it.
I'm not aware of them.

Q. Do you know i1if anybody has

attempted to address that issue on an

64

DAVID FELDMAN WORLDWIDE, INC.
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Exhibit D

FRANK SILLMAN

Q. Correct. And suppose now we
modify the question so we are not asking
about alleged breach rates but instead
we"re asking about what you call loss
share rates. Could that question be
addressed using publicly available data?

A. There have been some expert
reports that you can discern the loss
share rates from. The issues with that is
the underlying data you don"t have access
to so I can®"t opine on whether or not
that"s comparative to the debtors proposed
settlement because the data behind those
reports are not publicly available.

Q.- And which expert reports are you
referring to?

A. The Bank of America expert
report and the Lehman expert declaration.

Q.- Now, I"m not asking you about
discerning loss share rates as to any
particular seller but rather as to
industry averages. |Is there publicly
available data from which one could reach

meaningful conclusions about average

68
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Exhibit D

FRANK SILLMAN

industry loss share rates?

A. On a product by product basis?
Q- Yes.
A. I"m not aware of any credible

sources that 1 have been able to evaluate

their underlying data that provide that

information.
Q. And now let me ask the same
question but as to vintages. Is there

publicly available data from which one
could reach meaningful conclusions about
how loss share rates varied depending on
the loan®"s vintage?

A Again, I"m not aware of any data
that®"s available that you can reach
credible conclusions and that 1 have been
able to view the underlying data behind
that.

Q.- In your -- strike that.

So now let"s turn away from
industry averages and turn back to your
personal experience. In your personal
experience is the vintage of a loan a

factor that can affect the likelihood of a

69
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Exhibit D

FRANK SILLMAN
put back?
A. Yes. There is some correlation
between the vintage of the loan and the

potential for an alleged rep-warrant

breach.

0. What correlation have you
observed?

A. There's a segment of loans

originated from 2005 to 2007 that tended
to have higher alleged breach rates in the

work that I have done for my clients.

Q. I want to understand what you
said. You referred to a segment of loans
originated from '05 to '07. Are you

saying that loans originated during that
period generally tend to have higher
alleged breach rates in your experience?
MR. RAINS: Objection.
Misstates the witness's testimony.
MR. BENTLEY: I'm trying to
understand it.
A. Loans originated in that period
may have higher alleged breach rates or

reps and warrant violations than loans

70
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this paragraph is what 1"m going to focus
on. It says, "l was asked to provide an
independent assessment of the total
allowed claim as defined in the RMBS Trust
Settlement Agreements and opine as to its
reasonableness.”
Do you see that?
A. Yes.
Q. And the total allowed claim,
that"s $8.7 billion?
A. Yes.
Q. Who first contacted you about

this matter?

A. Jen Battle.
Q.- When did she contact you?
A. I believe i1t was early May but,

you know, 1"m not positive as to the date.
But that"s around the time.

Q.- She contacted you after the
debtors had entered into the RMBS Trust
Settlement Agreement?

A. Yes.

Q.- And 1 can tell you that that

agreement was executed on May 13th.
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A. Okay .

Q. And the debtors filed bankruptcy
the next day.

When she contacted you, had the
debtors filed bankruptcy?

A Contacted me to discuss
retaining me for this expert work?

Q. When she contacted you to
discuss this expert work the first time.

A. You know, 1 don"t recall.
Because we were an ongoing -- we were
doing ongoing work and then they suspended
that work, 1 don"t recall when. I believe
it was -- we didn"t have any discussions
regarding this potential work until after
they filed bankruptcy but I don"t recall
exactly.

Q- Turning back to the sentence 1
quoted a moment ago. The opinion you were
asked to provide was as to whether or not
the total allowed claim was reasonable; 1is
that correct?

A. Yes.

Q. So you were not asked to come up
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said it In the paragraph.

Q. So 1s 1t fair to say you are not
opining as to whether any of the claims
have legal merit?

A. Whether they would be able to
prove breaches of reps and warrants, yeah,

under the governing agreements.

Q. Or prove the requirements of put
back?

A. Correct.

Q.- And by the way, you don®"t claim

to have any expertise in that issue, do

you?
MR. RAINS: Objection, vague and
ambiguous.
A. Which area 1s that?
Q.- Whether put back is legally
required?
A. I didn"t render any legal —-- 1

don"t have any legal training and didn"t
provide any legal recommendations under
this work.

Q.- And you don"t claim to have the

expertise needed to provide legal
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opinions, right?

A. Correct.
Q.- And you are not expressing a
view, | take i1t, as to whether any of the

debtors® legal defenses have merit?

A. Correct.

Q.- And you are also not expressing
a view as to whether the facts relating to
any of the loans in the pool being settled

would legally warrant put back?

A. Yeah. [I1™"m not making a legal
assessment.
Q. Am 1 correct you“"ve made no

attempt to determine the, what portion of
the loans in the pool actually breach reps
and warranties?

A. The work that 1™"m depending on
or relying on iIs the repurchased, GSE
repurchase rate work that was done between
Fannie, Freddie and the debtor where they
reviewed thousands of loans over a number
of years and looked at the actual loan by
loan file review and availed themselves to

the defenses of the governing agreements

119

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585




12-12020-mg Doc 2828-4 Filed 02/01/13 Entered 02/01/13 20:06:40

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Pg 13 of 48

Exhibit D

FRANK SILLMAN
or any other legal arguments as part of
that process. So i1t"s that work and the
results of that work that"s incorporated
in my work, in my declaration.

Q.- I understand you are drawing
inferences from the debtors® put back
history with the GSEs, among other things?

A. Correct.

Q.- So 1 just want to be clear, am 1
correct you haven"t looked at any one loan
within the pool that"s being settled to
try to reach a view or express an opinion
as to whether that loan actually breaches
any reps and warranties?

A. We have not completed our loan
level review work. And I"m relying on the
thousands of loans that went through the
debtors® repurchase process as the basis
for my original declaration.

Q- So 1 think I"m hearing the
answer to my question but I just want to
be clear. In your June 11 declaration you
are not expressing any opinion as to

whether any particular loan breaches any
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reps and warranties?

MR. RAINS: Objection. Vague
and ambiguous. Asked and answered.
A. I utilized the repurchase work

the debtor did with the GSEs to form the
basis for my original declaration.

Q.- And in reaching the conclusions
in your initial declaration you didn"t
look at any individual loan file in the
pool that"s being settled?

A. I relied on the thousands of
loans that were reviewed by the debtor as
part of their process prelitigation.

Q- With respect, Mr. Sillman, I
don®"t think you answered my question.

MR. BENTLEY: Let me ask the
reporter to read it back.

MR. RAINS: 1 think you answered
the question. It"s been asked and
answered.

MR. BENTLEY: You know, Darryl,
iIt"s a yes or no question and I got a
nonanswer .

Read 1t back, please.
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(Record read.)
MR. RAINS: Same objections.

A. I relied on the GSE repurchase
work that the debtor did with Fannie and
Freddie.

Q. To date have you looked at any
loan file for any of the loans within the
pool that"s being settled?

A. We are iIn the process of
reviewing the loan files.

Q.- Have you yet looked at any loan
files?

MR. RAINS: You mean him
personally or Fortace?

Q.- Let"s break it into pieces.

Have you personally looked at any loan

file?

A I have not looked at the loan
Tiles.

Q. Prior to your signing your

June 11 declaration, did anybody at
Fortace look at any of the loan files for
the loans being settled?

A. I relied on, we relied on, the
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work that the debtor did with the GSE
repurchases in forming the assumptions and
conclusions In my original declaration.

Q. So that"s a no?

A. I relied on --

MR. BENTLEY: Read back my
question.

Q. It"s a very simple factual
question. 1"m not asking you what you
relied on. [I"m asking you whether you
looked at any loan files?

MR. BENTLEY: Read i1t back,
please.

(Record read.)

MR. RAINS: Objection, vague and
ambiguous. Asked and answered.

A. I relied on the work that was
done by the debtor as part of their GSE
repurchase for the conclusions and

assumptions made In my original

declaration.

Q. And you didn"t look at any loan
files?

A. I relied on the GSE repurchase
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work.
Q. Did that involve looking at any
loan files?
A. It revolved relying on the loan
file reviews that the debtor performed.
Q. Is there a reason you are
resisting answering a simple question?
MR. RAINS: Objection.
Argumentative. Asked and answered.
MR. BENTLEY: 1It"s not asked and
answered for Christ"s sake, Darryl.
Read 1t back.
MR. RAINS: Of course it has.
It"s been asked 15 times and --
MR. BENTLEY: 1Is the answer no?
Because 1 sure can"t tell what the
answer 1is.
MR. RAINS: I think his answer
is very clear.
MR. BENTLEY: The answer i1s he
did something else, it"s not whether
he did this or not.
MR. RAINS: That"s his answer.

You don"t like his answer but i1t"s his
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answer .

MR. BENTLEY: [I1"m fine with his
answer, he just hasn®"t answered my
question.

Can you read it back, please.

MR. RAINS: Let"s do this, let"s
take a quick break.

MR. BENTLEY: You know what, |
want an answer to my question before
you speak --

MR. RAINS: 1I"m going to talk to
him about his answer to your question.

MR. BENTLEY: I object. You are
not supposed to talk to the witness
while a question is pending.

(Whereupon, there 1s a recess iIn
the proceedings.)

MR. RAINS: I think we have
succeeded in clearing up some of the
ambiguities and confusion caused by
your question. Why don®t you put the
question to him again.

Q.- I know it"s very confusing but

11l state 1t again. In connection with
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forming the opinions expressed In your
June 11 declaration, did you or any of
your colleagues look at any of the files
for the loans in the pool being settled.

A. For the, my original declaration
I relied on the work that was done by
ResCap and the repurchase activity. We
are now looking at loan files. We are
currently looking at loan files.

Q. So let"s just unpack what you
just said. You relied on the work that
was done by ResCap. What work are you
referring to?

A. To GSE and private label
repurchase activity work ResCap did.

Q. Understood. But was that as to
any of the loans that are in this pool
that"s being settled?

A. There may be iIn the private
label securities work loans that are
included in this settlement. The vast
majority of the loans were related to
their GSE originations.

Q. And none of the GSE deals
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overlap In any way with this settlement,

right?
A. Correct.
Q. Were you relying, when you

prepared this report, on any work that RFC
had done in looking at the loans that are
part of this settlement?

A. Yes. We did review some
information regarding their private label
securitization repurchase work. What we
found, I think there®s an exhibit, that
the vast majority of those repurchase
demands were unresolved.

Q- So 1"m going to return to that.
I know what you are referring to. Putting
aside any loan reviews that RFC may have
done in connection with its prepetition
put back experience, did you or any of
your colleagues look at any loan files in
connection with the work that went into
your June 11 report?

A. We relied on the company®s work
for the information in the original

declaration and we are now looking at loan
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files that are contained within the 392
trusts.

Q.- And when you say the company”s
work, are you referring to anything other
than the work the company did prepetition
in connection with 1ts prepetition put
back negotiations?

A. Yeah. It was prepetition work.

Q.- In connection with -- done by
the debtor iIn connection with i1ts
prepetition put back experience?

A. Yes.

Q. And no other review of loan
files went into your, the conclusions
expressed in your June 11 declaration?

A. That®"s right.

Q.- Okay. We are there. We got an
answer. Thank you. Let"s move on.

A. I would say no additional loan
work .

MR. BENTLEY: 1"m about to
change topics. |If people want to take

a break, this is fine or we can keep

going.
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what?

A Where they reviewed the loan
file internally, possibly as part of a
post funding QC process where they
identified loans that they felt met the
repurchase standard and notified the

appropriate trustee or insurer.

Q. What i1s a post funding QC
process?
A. That®"s where lenders review a

sample of loans that close to see if there
are any underwriting compliance or other
errors in the origination process.

Q. And what"s the -- do you have an
understanding as to what the debtors
purpose was in doing that?

A. It"s standard in the industry to
select a group of loans post closing.

One, it"s a requirement for the GSEs to do
that and 1t"s typically because the GSEs
make up such a large percentage of their
volume, it"s typically utilized for all
types of loans to review the origination

process.
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Q. And 1s there a reason the debtor
does this for PLS?

MR. JURGENS: Objection to form.
MR. RAINS: Calls for
speculation. Go ahead.

A. I*m not aware of, you know, why
they chose these loans and what their
policies are for QC"ing loans that go into
PLS securities.

Q. Did you or your team make any
effort to try to understand the nature of
the debtors practices and procedures in
that regard?

MR. RAINS: Objection, vague and
ambiguous.

A. We discussed when they provided
this data what these various categories
were. And they could not tell us under
what initiative these voluntary loans were
selected. So theilr records -- they
explained to us their records didn"t
reflect you how the loans were created as
voluntary demands.

Q- Who participated in these
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discussions?
A. I did, Michelle Minier and Jeff

Cancelliere.

Q. Who 1s Mr. Cancelliere?
A. He works for the debtor.
Q- Do you know what he does there

or what he did at the time of these
discussions?

A. Yeah. He -- my understanding
was he was involved in the risk group for
the company.

Q. So did he, to your knowledge,
did he participate in the post funding QC
process?

A. That -- In my conversations with
him that wasn®"t my understanding. 1
interfaced with him in this regard. He
was the person that collected this
information for us at the company.

Q. So were you able to ascertain
what portion of the loans that you
described as voluntary, were reviewed as
part of the post funding QC process?

MR. JURGENS: Objection to form.
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A. I answered that already. 1In
that they did not have the data available
to ascertain under what program these
voluntary demands were developed.

Q.- Did you have any understanding
what other programs may have given rise to
these voluntary repurchases?

A. We had some discussions around
trying to better understand the types of
loans that would be included in the
voluntary. And Jeff was not able to give
us any data around how these were created.

Q.- And just so we are clear. |
meant to ask you about other programs, not
types of loans. Do you have any
understanding of what programs other than
post funding QC programs led to these
voluntary repurchases?

MR. SHEEREN: Objection to form.

A. In my conversations with him
they didn"t discuss the types of programs
that led to these voluntary because the
data was not available. So they weren"t

able to speak to how these loans came to
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be categorized as voluntary.

Q- And do you know 1f 1t would be
possible now to reconstruct or come up
with that information?

A. I don"t know if anything has
changed. They were not able to provide
that information at the time that we
requested this data.

Q.- Did you reach a conclusion about
whether the voluntary repurchases had any
bearing on the issues you were analyzing?

A. We looked at all of the PLS
demands including the voluntary in
developing the conclusions that we had iIn
my report.

Q- What weight -- strike that.

Table 2 addresses nonvoluntary
repurchases only. Why did you isolate out
the nonvoluntary?

A I wanted to understand better
the state of the repurchase demands that
were made by trustees or iInsurers.

Q.- Am 1 right the only difference

between the Table 1 box relating to
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MR. RAINS: He said put back
demands.

Q.- Let me try it again because my
question wasn"t very clear. You"ve
computed that the debtors -- sorry, that
the trusts -- let me start again. YouT"ve
computed that the loans subject to the
proposed settlement have losses,
liquidated losses to date of about
$30 billion, correct?

A. Correct.

Q. And by the way, by liquidated
losses what do you mean?

A It means when there"s a loss
that"s passed on to the trust when the
loan is liquidated.

Q. So are all of those losses on
account of eirther foreclosure or some
other sale?

A. Short sale, yes. There"s a
number of categories that would consider
the loan liquidated. And any losses
associated with that are reported as

liquidated losses.
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Q. So it would be a sale in
satisfaction of the mortgage?

A. I*m not sure that I"m the
expert. Mortgages work differently in
each of the states. When the property is
liquidated, the losses associated with
that are passed on to the trust.

Q. So let me just show you your
report so we don*t have to go back and
forth on this. Look at paragraph 25 of
your initial declaration. And item A in
the first sentence refers to, "The actual
losses that are incurred when a loan is
foreclosed and sold through a short sale,
REO or other final disposition.™

Do you see that?

A. Yes.

Q. And that"s what you®ve defined
as the actual liquidated loss?

A. Yes.

Q.- Okay. And do you have any way
of knowing whether after a liquidation of
that sort the trust would still hold the

mortgage?
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A. That would be a --

MR. JURGENS: Objection to form.
MS. PATRICK: Objection to form.

A -- a legal question that may be
discussed iIn the governing agreements but
outside the scope of what -- what 1 looked
at for my declaration.

Q. Okay. Fair enough. But you"ve
computed that the debtors -- the
liquidated losses on the loans in the
trusts to date are approximately
$30 billion?

A. That"s the information that I
received from Intex and LP, loan
performance.

Q. And does Table 2 of Exhibit 7
show that, tell you the dollar value of
put back demands made against the debtors
with respect to these trusts from late
2007 until the petition -- until May 20127

A. I*m not sure -- you are asking
the detailed schedule information?

Q.- Exhibit 7, the cover page.

A. Oh, the cover page.
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this next step in estimating the loss
share rate ranges.

Q.- So all of your calculations on
pages 16 to 23, the upshot of those
calculations i1s the loss share rate,
correct?

A. Yes. The result of the work
that"s done starting on page 16, paragraph
44 and ending on page 23, paragraph 66.

Q. There®s a number of different
components, retrade, agree rate and audit
rate and demand rate. But the purpose of
all of those is to come up with the -- the
collective result of all of those i1s the
loss share rate?

A. Right.

Q.- Now, going back to paragraph 6
in the second sentence describing loss
share rate, you describe loss share rate
as, ""The percentage of estimated lifetime
losses that the debtors might agree to
share with the trusts."

Do you see that?

A. Yes.
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Q.- So was it deliberate on your
part to use the word "might" rather than
would?

A. What 1 was developing -- what 1
developed for this is a range of
reasonable loss share rates. And whether
or not the debtor would agree to a loss
share rate ultimately agree to a loss
share rate or an allowed claim that you
could calculate a loss share rate 1is
something for the others to decide, not me
to impose by using the word "would.™

Q.- For example, your calculations
are all predicated on the assumption that
a breach of rep and warranties can be
proved against the debtors as a legal
matter, right? We talked about that
earlier.

A. Let me get to -- what paragraph
are you referring --

Q. 5. Third sentence.

MR. RAINS: What was the
question again?

Q. You assume fTor purposes of your
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were referring to a few minutes ago?

A. Yes.

Q.- The calculations you used to
derive the audit rate ranges shown in the
table on paragraph 53 of your report?

A Right. The total average of
65 percent and 69 percent.

Q. Okay. But how did you compute
each of the individual ranges shown on
this table? For example, the first line,
trusts, liquidated loans, a range of 70 to
75 percent. How did you compute those
numbers?

A. That was based on my

professional experience with audit rate

percentages.
Q.- So do you compute it or did you
just -- does that number -- i1s that number

the product of any calculations?

A. It"s the product of my
professional experience. There"s not an
additional calculation.

Q.- You just came up with that

number?
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A. I didn™t just come up with iIt.
It"s based on my professional experience.

Q.- How did you come up with it?

MR. RAINS: Objection. Asked
and answered.

Q. How did you pick 70 percent
rather than 60 or 80 percent?

MR. RAINS: Asked and answered.

A. I came up with it based on my
professional experience. 1 developed a
range to take into consideration the
variability of each one of these
categories.

Q. Did you compute any of the
numbers shown in paragraph 53 other than
the average that"s shown at the bottom of
the table?

A. The assumptions for each
wouldn®t delinquency buckets were based on
my professional experience.

Q.- But you didn"t perform any
calculations to derive any of these
numbers?

MR. RAINS: Which numbers?
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MR. BENTLEY: All of the numbers
in the table iIn paragraph 53 other
than the total average numbers shown
on the last line.

A. The numbers for each of those
are assumptions based on my professional
experience. So | developed those
assumptions and input them into the model.

Q.- How did you develop them? Were
there any steps that went into the
development?

A. Based on my professional
experience for these categories of loans
that"s how 1 developed the assumptions.

Q.- Did you start with the total
average range of 65 to 69 and then back
into the component ranges?

A. I did not.

Q.- And can you shed any more light
on how you came up with the various ranges
shown here, other than the total average
range?

A. Based on my professional

experience.
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Q.- It wasn"t a quantitative
calculation?
A. It wasn"t a -- you are asking me

iIs this a product of a mathematical

equation?
Q. Correct.
A. It was -- these individual

assumptions were not the product of an
additional mathematical equation. They

were based on my professional experience.

Q.- And there"s no backup to these
numbers?
A. There is no -- there®"s no other

data to support these numbers other than
my professional experience.

Q. IT I ask you the same questions
about the numbers shown in the table on
paragraph -- In paragraph 56 of your
report are your answers the same?

MR. RAINS: Objection. Vague
and ambiguous. Compound.

MR. BENTLEY: You can walk
through all these questions again,

Darryl.
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A. I followed the same process
based on my professional experience in
determining the assumptions for each of
the lower and higher ranges in paragraph
56.

Q. Did you prepare any calculations
that went In to the derivation of these
numbers, that iIs on paragraph -- in
paragraph 567

A. There aren®t any additional
calculations to derive the assumptions
other than the calculations for the total
average.

Q. Let me try to be clear. The
total average numbers you derived from the
numbers above it In -- In the table?

A. And they are weighted against
the estimated trust lifetime losses. So
they are a function of a calculation iIn
the model.

Q. But each of the numbers other
than the total average has no calculation
backing i1t up?

A. That"s right. It"s an
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assumption based on my professional
experience.

Q.- And there"s no backup documents
or data supporting these numbers?

A. That®s correct.

Q. Let"s move on to breach rate.
And as we discussed before, breach rate is
simply the product of audit rate and
demand rate, correct?

A. Correct.

Q. So the derivation of this was
simply math?

A. That"s correct. And then again
weighted against the estimated trust
lifetime losses for the averages.

Q. Now, In paragraphs 57 and 58,
you refer to the breach rates used in the
BofA expert report and the Lehman expert
report, right?

A. Yes. 1 discussed them.

Q.- So you attempted to determine
what breach rate had been used in
connection with the BofA settlement,

right?
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FRANK SILLMAN
an expert, a loss share rate, excuse me.
We calculated that by taking the estimated
losses divided by their higher and lower
range iIn the settlement columns. 1
believe that was in our spreadsheet. We
can take a look at that.

Q.- Maybe this will help you. Did
you -- to compute the 14 percent loss
share rate shown in your table in
paragraph 65 did you derive that from the
36 percent breach rate and the 40 percent

success rate shown on page 8 --

A. Yes.

Q. -- of the BofA expert report?

A. Yeah, the same amount.

Q. You simply multiplied 36 percent

by 40 percent?

A Yes, | believe that"s the case.

Q.- And to get your Lehman agree
rates --

A. I1"m sorry.

Q- I have got to review that. So

I*m going to ask you now about how you

derived the breach rate, agree rate and
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FRANK SILLMAN
expert report?

A. Yes.

Q.- And turn now to paragraph 65 of
your report, which shows certain Lehman
loss share rate assumptions. Did you
derive those by simply multiplying your
Lehman breach rate by your Lehman agree
rate?

A. Yes. They are not mine but,

yes, from the --

Q. Understood.
A. From Lehman®"s, yes.
Q.- The numbers you put iIn your

tables for the Lehman breach rate and
agree rate?

A. Yes.

Q.- Did you know whether the ResCap
board of directors, when it approved the
settlement, considered the BofA settlement
and the Lehman settlement?

A. I don"t have any information
about what the board considered as part of
the settlement.

Q. We will move on.
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anything relating in any way to agree
rates on page 2 of this document?

A. No. That column referred here
as formula column H is where I calculate
the overall trust agree rate assumptions
for the lower and higher ranges.

Q.- But nothing in this document
shows how you got to the lower and higher
agree rate numbers shown for the various
buckets?

A. That®s correct. Those were
based on my professional experience with
agree rates for these buckets adjusted for
the repurchase experience the debtor had
and the higher agree rates than the
industry as a whole for their GSE
repurchases.

Q. Let"s take it step by step. I™m
going to ask you more about Exhibit 15 in
a moment. But just to jump to the bottom
line, does Exhibit 15 show how you
computed the 41 to 47 percent agree rate
range?

A. This was a validation step that
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A. I did not as part of this
analysis.
Q.- Did you attempt to quantify the

vintages of their loans as part of this
analysis?

A. The vintages were similar
vintages to the vintages, the same time
period majority from 2005 to 2007.

Q.- Did you attempt to quantify how
the vintages broke out as between the
different years within that time frame?

A. I did not do the further
analysis. 1 didn"t feel that was
necessary as part of my assumption
development.

Q. Did you make any attempt to
compare how the reps and warranties
governing those loans compared to the reps
and warranties in the governing agreements
for the debtors?

A. In general | did do that.

That"s one of the discounts applied in my
Exhibit 15 document.

Q- Okay. So we will turn back to
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that in a moment. And over what years
were the put back demands and put back
responses that -- of the three clients you
are referring to?

A. And the IndyMac experience.
They related to originations primarily
from 2005 to 2007.

Q. I"m actually asking a different
question which iIs when were the put back
demands? How long after origination?

A. They were 2008 -- let me step
back. IndyMac they were 2006 through
2008. At my Fortace clients they were
2009 through part of 2012.

Q.- And did you attempt to -- did
you give any consideration to the length
of time between the origination and the
put back demands i1n the client experience
that you were basing your opinion on?

A. I did not, with my experience
with, at IndyMac Bank and with my Fortace
clients, did not see any differences In
when the demand was presented and the

agree rates.
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Q.- Did you make any attempts to
quantify the length of time between
originations and demands?
MR. JURGENS: Objection to form.
A. I didn"t see that as a factors
that influenced the agree rates in the

work that I had been involved with.

Q. So you didn"t do any such
calculation?
A. It was not included in my agree

rate calculation.

Q. Now, what were the agree rates
of these three clients that you are
referring to?

A. And IndyMac. They ranged in
general from a low of around 37 to a high
of 42 percent.

Q. One of the three clients was 37
and another was --

A. No. At different times the
agree rates, depending on who the demander
was, when the demands were made might
change how they negotiated and came to

agree rates. So in general 1 would see
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forming your conclusions, did you consult

any documents?

A. I did not consult any documents.

Q. You just knew those numbers by
memory?

A. I do know those numbers by
memory .

Q. This was the experience of three

clients. Were they sell side or buy side?

A. And IndyMac.

Q. Sure. Were the three Fortace
clients sell side?

A. Yes.

Q- How many sell side clients did
you have altogether who you advised on --
with respect to put back demands?

A. For what period? |1 mean, we had

clients come and go so.

Q.- From "09 through this year.

A. Five clients.

Q. About five sell side clients?

A. Yes.

Q.- Why did you pick these three and

not the other two?
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A. Just because of the volume of
work that we did for them or have done for
them is not significant. The three --

Q. The two --

A. Yeah. Two of the five we have
not done significant work for.

Q.- Did you consider including your
buy side clients i1n doing this analysis?

A. Give me a second. Let me just
recall. The work we did for the buy side
was, In many cases, we did not receive
back the ultimate agree rate data for
those clients. The three clients 1 picked
were ones where | received back agree rate
feedback.

Q- Did you receive the ultimate
agree rate data for any of your buy side
clients?

A. I may have received agree rate
data for those clients but I"m not sure.

Q.- Did you give any consideration
to including them in your analysis?

A. I did consider them in

determining my analysis but felt that the
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data from the three that 1 selected and my
IndyMac experience was more on point and
more robust than the information that was

provided to me.

Q. What was the basis for that
conclusion?
A. The amount of loans that we did

for them and the data that was provided to
us regarding the agree rates.

Q. That explains how you concluded
it was more robust. But how about more on
point?

A. They were sell side clients,
very similar In structure to ResCap.

Q. In what sense?

A. In that they sold
securitizations with AlIt-A, subprime,
jumbo A loans.

Q.- And that wasn"t true of your buy
side clients?

A. Some of the buy side clients
sold whole loan to companies like ResCap.
Some didn"t have as robust of a

correspondent or conduit business as
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shelf they may have changed.

Q. Did you perform any system --
did you attempt to review the reps and
warrants of those clients in any
systematic way?

A. I based it on my professional
experience and actual repurchase agree
rate experience with them In regards to
their reps and warrants.

Q. And are there -- is there any
work product that you or your team
generated reflecting your review of the
reps and warrants of these other clients?

A. There i1sn"t any information that
I relied on that we did not provide to the
data room or in the exhibits. It"s
confidential information. So we didn"t
document any of the work. This was based
on my professional experience with the
Fortace clients.

Q.- Let"s just try to make sure we
have a clear record. Did you go back and
look at the reps and warrants of these

other clients for purposes of performing
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your analysis or did you instead simply
rely on your general experience In
representing those clients?
MR. RAINS: Or something else.

Tell him what you did.

A. I relied on my familiarity with
the reps and warrants from my other
clients 1n comparing them to the reps and
warrants iIn the governing agreements that
I reviewed.

Q.- So you didn®"t conduct any rep
and warrant review of those other clients
for purposes of this analysis?

A. I didn"t do any additional rep
and warrant review other than the rep and
warrant review that 1 explained to you
that 1 did.

Q. That you had done previously in

connection with your work for those other

clients?
A. Correct.
Q. And same question with respect

to IndyMac. Did you go back and look at

the reps and warrants for any IndyMac
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In Re: Case No.
RESIDENTIAL CAPITAL, LLC, et. al, 12-12020(MG)

Debtors.

VIDEOTAPE DEPOSITION OF THOMAS MARANO
New York, New York
November 12, 2012

9:56 a.m.

Reported by:
ERICA L. RUGGIERI, RPR
JOB NO: 27645
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4 November 12, 2012

5 9:56 a.m.

8 Deposition of THOMAS MARANO,

9 held at the offices of Kramer, Levin,
10 Naftalis & Frankel, 1177 Avenue of the
11 Americas, New York, New York, pursuant
12 to Notice, before Erica L. Ruggieri,
13 Registered Professional Reporter and
14 Notary Public of the State of New

15 York.
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THOMAS MARANO
negotiation, 1 didn"t ask him, you know,
for this specific number. So I can"t -- 1
just don"t know.
Q- I thought you testified a minute
ago that you always asked him for more.

Are you saying just generally?

A. Whenever 1 negotiated anything
with Michael, 1 always asked for more.
Q.- Okay. So are you saying that

you never had occasion to discuss with
Mr. Carpenter the amount that AFl was
willing to pay or that you thought should
be paid by AFl to ResCap to settle claims?

A. Not in the context of
negotiating the deal. But I had expressed
numbers that I felt were, you know, higher
than we were able to get.

Q. What numbers did you express?

A. Now, my general view was it
probably would take something close to
$2 billion to settle this.

Q. And you expressed that to
Mr. Carpenter?

A I expressed that to
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Mr. Carpenter, definitely.

Q. Did you express it to other
members of the ResCap board?

A. Yes.

Q.- Did you express it to all of the
other members of the ResCap board?

A. I was fairly vocal in what 1
thought i1t would take to get a deal done.
My view is it would take a couple billion
dollars, that no one was going to do a
deal for 750.

Q. And during what period of time
or over what period of time did you
advocate for a number in the range of
$2 billion from AF1?

A. I wouldn®t use the phrase

"advocate. I would say expressed my view
of how to get a settlement --

Q. Fine.

A. -- or, pardon me, a deal. And
in that context, 1 would say, you know,
over the spring of this year.

MR. KAUFMAN: Let"s mark as the

next exhibit, Ally Financial, Inc."s

94

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585




12-12020-mg Doc 2828-5 Filed 02/01/13 Entered 02/01/13 20:06:40

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Exhibit E

Pg 6 of 25
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Elliott Management?
A. Yes.
Q. And Mr. Cederholm®s e-mail
summarized a telephone conversation he had
with you regarding the statute of

limitations defenses to put-back claims,

correct?
A. Yes.
Q.- Mr. Cederholm pointed out,

didn"t he, that put-back claims are based
on alleged breaches of contract and that
if the claimed breach 1s 1In the reps and
warranties made iIn the contract the
claimant must assert the breach within the
applicable limitations period?

A What was the question?

MR. KAUFMAN: Read it back,
please.
(Record read.)

A. That 1s what he asserts iIn this
e-mail and it is generally what he
discussed on the telephone, yes.

Q.- And did you understand from what

Mr. Cederholm was telling you that
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applying a six-year statute of limitations
that exists in New York, that should iIn
2012 bar any put-back claims based on
contracts made before 20067
MR. PRINCI: Objection as to
form.

A. I understood his position and 1
understood what his opinion was but he was
not counsel and I"m not even sure if he"s
a lawyer. He"s just a guy who bought
bonds who is trying to make an argument
for what the bonds were worth. 1 relied
on counsel.

Q. I wasn"t asking what you relied
or even i1f you relied on it. | just
wanted to know when you received the
e-mail and read it you understood that"s
what he was saying?

A. I understood that"s what his
assertion was.

Q.- Okay. So did you understand
from what he was telling you, at least
from his view, that in light of the

statute of limitations there should be
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THOMAS MARANO
zero put-back liability for PLS deals done
in 2004 and 20057
MR. PRINCI: Objection as to
form.

A. Again, that was his opinion.
The reason why | copied, as you can see,
the attorneys on the top here was I was
interested in their opinion.

Q.- Did any of those to whom you
sent Mr. Cederholm®s e-mail ever get back
to you and express a view as to what he
said to you?

A. I do believe there was
discussion with Tim Devine on this matter
and probably Tammy as well. And my
recollection of the discussion was he --

MR. PRINCI: No, don"t.
THE WITNESS: Oh, counsel. I™m
sorry.

Q- Shifting gears. Mr. Marano, you
knew that the settlement being negotiated
with Kathy Patrick and Talcott Franklin
was contingent on their signing plan

support agreements with ResCap, didn"t
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dated May 9, 2012, notifying the board

of a meeting on May 9, 2012, at

3:00 p.m., attached to which is a

several page analysis that was

presented at that meeting. Bates

numbers RC 9019 0093180 through 3183.

(9019 Exhibit 60, e-mail from

Gary Lee dated May 9, 2012, Bates RC

9019 0093180 through 3183, marked for

identification, as of this date.)

Q.- Let me show you what we have
marked. Did you receive this e-mail and
the attachment from Mr. Lee on May 9,
20127?

MR. PRINCI: Just give me one
minute to read the document.

A. Yes.

Q. And Mr. Lee attached or sent his

e-mail at 2:38 p.m. on May 9th. Do you

see that?
A. Yes.
Q. And that was 22 minutes before

the scheduled meeting at 3:00 p.m., right?

A. Yes.

146

DAVID FELDMAN WORLDWIDE, INC.

450 Seventh Avenue - Ste 500, New York, NY 10123 (212)705-8585




12-12020-mg Doc 2828-5 Filed 02/01/13 Entered 02/01/13 20:06:40

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Exhibit E

Pg 10 of 25

THOMAS MARANO

Q.- Is that when you first received
the supporting materials he attached to
his e-mail?

A I honestly couldn®t tell you but
I*m sure I got them at that time.

Q- Okay. Were any other written
materials besides the ones attached as
part of this exhibit provided to the board
in advance of the meeting?

A. Not that 1 can recall.

Q.- Were you and other members of
the board told before the May 9th meeting
the terms of the proposed settlement with
Ms. Patrick?

A. My recollection was that the
discussion with Ms. Patrick was fluid up
until the board meeting. And so I
can"t -- 1 can"t recall, you know, If —-
you know, it was just fluid. It was
ongoing. We were apprised periodically.
But it was a fluid negotiation.

Q. Wasn"t the board being asked to
approve the settlement at the May 9th

meeting?
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A. Yes.

Q- So my question i1s -- well, let
me see if I understood your answer. Are
you telling me that until the meeting was
actually held neither you nor the other
board members knew the terms that had been
negotiated and agreed upon iIn principal?

A. No, that"s not what 1"m saying.

Q.- Okay. So my question is did you
know the terms of the negotiated deal
prior to the May 9th board meeting?

A. I was aware of the general
concepts. Negotiations were going down to
the wire. 1 don"t know iIf it moved a
little bit between my prior knowledge and
the time of the board meeting. It was
extremely fluid.

Q- How much prior to the May 9th
meeting could you have been aware of the
final negotiated terms as fluid as you"ve
described the negotiations?

MR. PRINCI: Objection to form.

Q.- What"s the earliest you could

have been aware?
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THOMAS MARANO
MR. PRINCI: Objection as to
form.

A. Well, 1 -- 1 knew there was some

level of negotiation going on back in
October.

Q. That wasn"t my question. Since
you“ve testified that the negotiations
with Ms. Patrick were so fluid right up to
the May 9th meeting that you are not sure
when you found out about the terms that
were agreed upon, I*m trying to find out
what®"s the earliest possible time before
May 9th, given how fluid everything was
when you could have learned --

MR. PRINCI: Objection as to

form.
Q. -- what the terms were?
MR. PRINCI: Misstates his
testimony.
A. The earliest possible time would

have been within a few days or hours.
Q- Okay. Could have been as late
as a few hours before the meeting is what

you are saying?
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A. Could very easily have been.

Q. Okay. Prior to the proposed
agreement with Ms. Patrick being presented
to the board for formal approval did you
authorize an agreement in principal on the
terms that were ultimately presented?

MR. PRINCI: Objection to form.

A. I was kept appraised of the
negotiations that were going on with
Ms. Patrick by Gary Lee and Tammy
Hamzephour. And I told them to keep
working on trying to get the best deal
possible.

Q. My question was prior to the
time the agreement was formally presented
to the board for approval, had you
authorized -- had you authorized an
agreement in principal on the terms that
were ultimately presented to the board?

MR. PRINCI: Objection as to
form.

A. I --— I don't think so. I
authorized negotiations.

Q. Okay. We have seen that as of
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THOMAS MARANO
You can answer it.

A. I agree that"s what page 73
says.

Q. So you understood as of May 9,
2012, that it had been publicly disclosed
that the estimated or the estimate of
reasonably possible losses over time
relating to the matters that were being
settled was 0 to $4 billion?

MR. PRINCI: Objection.

Misstates the record.

MS. PATRICK: Same objection.

A. Give me the date you just used.

Q. I"m saying as of May 9th, you
knew that it had been publicly disclosed
on April 27 that the estimate of
reasonable -- reasonably possible losses
over time related to -- relating to
put-back claims or repurchase claims was 0O
to $4 billion?

A. That i1s correct.

Q. Okay. As of May 9, 2012,
exactly how many repurchase claims had

actually been asserted against ResCap by
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any RMBS trust?
A I can"t recall the exact number
that had been asserted. 1 believe, you

know, there was an FHFA lawsuit.

Q. Is that a trust?

A. I don"t know. Actually I can"t
answer that question. 1 don"t know.

Q. Isn"t the answer 07

A. I don"t know.

Q. You don®"t know. Did you ever

ask anyone prior to the May 9th meeting at
which you were being asked to approve an
$8.7 billion settlement whether anyone,
whether any trust or certificate holder
had actually sued ResCap for repurchase
obligations?

MR. PRINCI: Just don"t include
counsel 1In the answer to that
question, please.

MR. KAUFMAN: That"s a fact.
That"s not a legal advice.

Q. Did anybody tell you that as a
fact that any lawsuit like that had been

filed?
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THOMAS MARANO

A. Yeah. |1 don"t -- 1 do not
believe -- 1 actually think he"s right.
There had been no trust -- trustees that

filed suits.

Q.- So as of May 9, what you were
settling you knew what you were settling
was threatened claims not real claims,
right?

MS. PATRICK: Objection to form.

A. On May 9th we knew that Kathy
had, Kathy Patrick had aggregated enough
investors to break the threshold at which
she could order the trustees to file a
claim. And that"s why the scope of the
settlement was much larger than was in the
Q.

Q.- Was it your understanding,

Mr. Marano, that whatever amount

Ms. Patrick had aggregated, her clients
actually had the right to order the
trustees to do something or did you
understand they could merely request that
the trustees do something?

A. My -- my understanding was that
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A. I have to rely on the minutes.
I can"t recall.
The minutes suggest that it was
held by telephone.
Q.- Do the minutes accurately

reflect what occurred at the May 9th

meeting?
A. Yes.
Q.- The minutes say that one of the

board®s members, Mr. Ilany, was unable to

attend.
Why couldn®t he attend?
A. I*m —- 1 don®"t know why he was
not there. | don"t remember.
Q. The minutes also reflect that

two matters were addressed at the meeting,
the proposed RMBS settlements and the
Project Bounce update; is that correct?

A. Yes.

Q. How much time was devoted to
each of those matters?

A. There was, you know, there was a
considerable amount of time, you know,

dedicated to both matters. 1 can"t tell
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you within the hour that the board meeting
transpired, whether i1t was 50/50; but
there was, you know, a fair amount of
time.

Q.- The entire meeting, according to
the minutes, lasted an hour, correct?

A. Correct. 1 just can"t tell you
whether 1t was 30 and 30. 1 don"t recall.
Q.- Is it your best recollection
that 1t was split approximately equally

between the two matters?

A. I don"t recall how much time was
spent on each matter.

Q- In the next-to-last paragraph on
the first page, the minutes say that
during the discussion you requested that a
report with separate line items
identifying the different settlement
amounts be prepared to provide the board
with additional details on the
settlements.

Do you see that?

A. Yes.

Q- Why did you want that
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information?
A. For purposes of clarity.
Q.- Clarifying what?
A To help to make sure the board

understood, you know, the components that
made up the rep and warrant and PLS
settlement.

Q. Was that report provided during
the course of the hour meeting?

A. I do not believe 1t was.

Q.- Why didn®"t you adjourn the
meeting until you got the information you
were looking for?

A I think -- my recollection of
this meeting is that we had enough of a
basis to determine whether or not the
settlement agreement was fair, and this
was just clarifying details.

Q.- Was there a written presentation

that accompanied the May 9th meeting?

A. I don"t recall if there was a
presentation.
Q.- Wasn®"t i1t the two-page document

we looked at before that you got --
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A. Oh, yes.

Q. -— just about 20 minutes before?
A. Yes. This is the same meeting.
Q. So that"s the information that

the board was looking at, when it was
considering, on May 9th, whether to
approve the settlement?

A. That 1s -- that i1s correct.

Q.- Was there anything other than
that two-page presentation the board was
looking at, when it was asked to consider
whether to approve the settlement?

A. Not that 1 recall.

Q. On the second page of the
minutes regarding the Project Bounce
update, 1t says that you and Mr. Nashelsky
briefed the board on the status of various
matters related to a potential ResCap
Chapter 11 filing, including but not
limited to the AFl settlement agreement.

Do you see that?
A. Yes.
Q. And that refers to the

settlement agreement between ResCap and
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that counsel for the institutional

investors will have their fees paid by the

debtors?
MS. PATRICK: Objection to form.
MR. PRINCI: Objection to form.
A. Yeah. | believe that the fees

will be paid, yes.
Q. Do you have an understanding as
to the amount of those fees that would be

paid by the debtors?

A. I don"t recall. And it may be
in the document. | just don"t recall.
Q.- Okay. When the -- 1 think you

previously discussed the May 9th board
meeting at which the settlement agreement
was considered. Was there any discussion
at that meeting regarding the payment of
the institutional investors® counsel fees?
A. I don"t recall if that was a
matter of discussion at the board meeting.
Q.- Okay. Have you or anyone else
on behalf of the debtors evaluated the
reasonableness of the fees that would be

paid to counsel to the institutional
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THOMAS MARANO
investors pursuant to the settlement
agreement?
MS. PATRICK: Objection to form.

A I have not looked at the
reasonableness. I"m not -- again, I don"t
recall that 1 even knew what that number
was.

Q. Are you aware whether anyone on
behalf of the debtors has requested either
bills or time sheets from counsel to the
RMBS investors to substantiate fees that
will be paid to them under the settlement
agreement?

MR. PRINCI: Objection to form.
MS. PATRICK: Same objection.

A. I"m not the best person to
answer that. My chief financial officer
keeps track of all that information. |If
we received i1t, he"ll have it.

Q- Okay. Is that -- that"s
Mr. Whitlinger?

A. Whitlinger.

Q.- Okay. Whitlinger. 1°m sorry.

Give me one moment.
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Mr. Marano. You testified early that
Mr. 1lany and Mr. Mack were responsible
for the Ally ResCap negotiations, right,
and you also testified earlier that —- I™m
sorry the court reporter can"t take down a
head nod. 1Is that yes or no?

A. Yes.

Q. You also testified earlier --
backup. You also testified earlier that
another group of people were responsible
for negotiations with Ms. Patrick and
Mr. Franklin®s group; is that correct?

A. Yes.

Q. And who were those people
responsible for negotiations with
Ms. Patrick®"s group?

A. Tammy Hamzephour from general
counsel of ResCap and Gary Lee who was --
who was counsel to ResCap via Morrison &
Foerster.

Q.- Anyone else responsible for
negotiations with Ms. Patrick?

A. In the early stages when

Ms. Patrick"s letter first arrived TiIm
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THOMAS MARANO
Devine had been present but he did not
represent ResCap in that meeting.
Q.- I understand but my question is
something different. 1"m asking you
overall who was responsible for the

negotiations with Ms. Patrick?

A. Tammy and Gary Lee.
Q. Not Mr. Devine?
A. No. Not -- not on behalf of

ResCap, no.

Q. I understand but I"m not -- I™m
not making that distinction you are. So
let me ask my question. Who was
responsible for negotiating the RMBS
settlement with Ms. Patrick?

MR. PRINCI: Objection. Asked
and answered.

You can answer again.
A. Tim Devine was there. But Tammy

Hamzephour represented ResCap and Gary

Lee.

Q. And who did Mr. Devine
represent?

A. Mr. Devine was there as a
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representative of Ally 1 believe.

Q- So Mr. Devine represented Ally?
A. Yes.
Q. Did anyone else to your

knowledge have significant involvement
with the negotiations with Ms. Patrick?
A. Our risk team was involved, Jeff

Cancelliere.

Q.- Anyone else?

A. No.

Q. And Jeff Cancelliere, who did he
work for?

A. He -- he worked for the risk
group.

Q. I understand. Was that risk

group with Ally or risk group with ResCap?

A. Within -- within ResCap.
Q- So he did not work for Ally?
A. Again, there was a period --

there was a period In 2012 where the roles
of the various global functions began to
disengage from Ally. For a period of time
Jeff would have reported to Todd Cushman.

At some point I believe Jeff would have
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From: Solomon, William Legal
Sent: Wednesday, October 19, 2011 1:47 PM
To: Carpenter, Michael; Yastine, Barbara; Marano, Tom; Hamzehpour, Tammy, Brown, Jeff, Mackey,
James; Pinkston, Corey
Subject: PLS Claimant

Yesterday, | received the attached letter from Kathy Patrick, a Houston attorney, requesting to meet with Ally representatives next
week to “seek a resolution of repurchase and servicing claims with Ally". Ms Patrick represented the claimants in the $8.5 billion
settlement with BofA. : '

I am meeting with Tim Devine and the litigation team later today to develop a recommend approach for dealing with this.

Confidential ALLY 0212895
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Kathy 1, Patrick
kpatrick@gibbsbruns.com
713.751.5233

October 17, 2011

Via Federal Express

William B. Solomon, Jr., Esq.
General Counsel

Ally Financial Ioe,

200 Renatssance Center .

Dietroit, Michigan 48265

Drear Mr. Solomon:

This firmy vepresents investment advisers and holders of Regidential Mortgage Packed
Securities (RMBS) issued and/ or underwritten by Ally Financial Inc. and/or its affiliates
(“Ally”). The aggregate ouistanding balence of the 242 Ally deals in which owr clients
collectively hold 25% or more of the voting tights of 4 clags in that deal, exceeds $51 billion,
The agpregate outstanding balance of the 173 Ally deals in which owr elients collectively hold
30% or more of the voting rights of a class in that deal, exceeds $36 biltion.

There is widespread, readily available evidence suggesting that large nombers of
mortgages securing the certificates held by our clients were sold or deposited into the RMBS
pools based on false and/or fraundulent represenmtations and warrauties by the mortgage
originators, sellers and/or depositors. This evidence includes, but is certainly not limited fo:

» excessive early default and forecloswre rates experienced in the underlying
meortgage pools;

# g loan-level analysis of Ally RMBS conducted by the Federal Housing Finance
Agency (FHFA), which revealed that up to 13% of the morigage loans in Ally
RMBS breached owner-occupancy representations and warranties, and that up to
49% of the mortgage loans in Ally RMBS breached Losn-to-Value
representations and warranties';

! Our clionts collestively hold 25% or more of the voting rights of a class n 18 of the 21 Ally deals which FHFA
analyzed.

ALLY_0212896
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s MBIA’s lawsuits against Ally, reporting that ifs loan-level analysis of varous
Ally RMBS showed that high rumbers of mortgages in the pools were incligible
at origination”;

s detailed allegations in securities cases against Ally, which suggest widespread
deficionvies in Ally’s underwriting practices, including inavcurate representations
and warranties regarding important loan characteristios such as borrower incomes
and home appraisals’;

o substantial downgrades of the certificates by credit rating agencies; and

s Ally's own apparent acknowledgement that it is potentially Hable for vielations of
vepresentations and warranties in Ally RMRBS, evidenced by its $829 million
reserve for repurchase lisbilities as of June 30, 2011, which relates “primarily” to
non-GSE expoauref as well as jts statement that such labilities are “most
significant for loans originated and sold between 2004 through 2008, specifically
the 2006 and 2007 vintages that were vriginated and sold priov to enhanced
underwriting stundards and rivk-mitigation actions iaplemented in 2008 and

Forwar 5

Tn addition, there is widespread, readily available evidence suggesting that Ally, as
servicer and/or master servicer of morigage loans seouring the ceriificates held by our clients,
has failed to ohserve and perform the covenants and agreements imposed on it by the governing
agreements, and has failed to meet its duty to prodently service those mortgege loans, including,
but certainly not Himited to:

s Ally's admittedly flawed and “embarrassing”™® mortgage loan servicing and
foreclosure practices, inclnding deficient document signing practices, leading to
Ally’s foreelosure suspension and review in Fall 2010;

s Ally’s April 2011 consent order with the Board of Governors of the Federal”
Reserve System and the FDIC, which alleged that, in conmection with certain

? MEIA has reporied that §9% of adversely selecied loans from 3 seperate GMAC seouritizations were not
ariginated in material cornpliunce with GMAC's underwriting guidelines or representations snd warranties. See
Complaint § 6, MBI4 Ins, Co. v. GMAC Mortg, LLC, Ne. §00837/2016 (W.Y. Sup, Ce3 MBIA has also reporfed
that $3% of adversely selected loans from 5 separate REC secwritbzations were nol originated or acquired in msferial
comptionce with RFC’s representations aud warmrenties, See Compheint T 46, MBIA Ins. Co. v, Residential Funding
Co., LLC, Mo, 66355272008 (MY, Sup. Ct).

? See, o.g., Complaing, Mass. Mar. Life Ins. Co. v. Rextdential Funding Co., LLG, Mo, 3:11.¢v-30035 (D, Mass.).
* See Ally Financint Ine.'s Second Quarter 2011 Form 10-(3 at 83,
5 See id. vt 81 {emphasis added).

6 See Dukin Campbell and Watalic Doss, 4ily Will Kesp ResCap, Screwed Up Using Robosignors, BLOOMBERG
MEws, Nov, 3, 2010,

CUTIROBERRAE < ¥ VYLVEE 5N
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foreclosures of loans in Ally’s servicing portfotio, Ally engaped in “unsafe or
unsound banking practices” because, among other reasons, Ally filed or caused to
be Bled in courts naccurate sffidavits, filed or caused to be filed in courts or in
Jand record offices improperly notatized morigage-related documents, litigated or
initiated foreclosure procesdings without epsuring proper assignment and
possession of promissory notes or mortgage documents, fatled to devote aderuate
resources to foreclosure processes, failed to ensure timely, effective, and sfficient
communication with borrowers with respect to loss mitigation and foreclosure
achivities, failed to subject its forectosure processes to adeguate oversight, internal
controls, pelicies, and procedures, and falled to sufficiently oversee third pazties
handling foreclosure-related services;

e ‘pngoing investigations by state attorneys general and other government agencies
inte Ally’s mortgage loan servicing and foreclosure-related practices;

» evidence of wholly avoidable and unnecessary servicing fees fo maintain
morigaged property, which have resulted from Ally's flawed morigage losn
servicing and foreclosure practices; and

v Ally’s appavent failure to notify other parties to the goveming agreements of
mortgage losns in the pools that violated representations and warranties at the
time they were sold into the pools, and its apparent failure to enforce the sellers’
obligations to eure, substitute, or repurchase such loans, as Ally is required o do
under the governing agresments.

Based on this and other evidence, our clients believe that large numbers of ineligible
loans were sold or deposited into, and remain in, the RMBS pools sccuring the certificates.
Under the governing agreements, Ally has substantial repurchase Hability for such loans, Our
clients further believe that Ally’s failure to observe and perform the covenants and agreements
imposed on it by the governing agreements, and to meet its duty to prudently service those
mortgages, may constitute a servicer event of defautt under the governing agresments,

Our clients are not willing to suffer further losses resulting from inefigible loans in the
pools and improper servicing of the loans in the pools, and they wish to seek a vesolution of
repurchase and servicing clairos with Ally. As such, our cliemts hope and anticipate that Ally will
begin a constructive dialogue with them regarding the concerns raised by this leiter. IE, however,
Ally proves to be an obstecle to their efforts to mitigate such losses, our clients fully intend to
exercise their rights under the governing agreements-—including the issuance of binding
instructions to Trustees-—to pursue enforcement of repurchase and servicing elaims against Ally,

{ibhs & Bams 11P - 1104 Lad

ALLY 0212898
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Should Ally wish to begin a constructive dialogue vegarding these issues, please make
appropriately senior legal and business persormel available to meet with me and various of our
clients on Thursday, October 27, 2011, To srrange the details of this mesting, please contact me
as soon as possible,

Veryfruly yours,

rae SRS SEAn NG Enn . o
L5 TG Ik‘:.ﬁu{:.::":‘.:a ST

ALLY_0212899
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ally

- William B. Solomen, Jr,
Group Vice President and General Counsel

October 21, 2011

Via Federal Express

Kathy Patrick, Esq.
Gibbs & Bruns LLP
1100 Louisiana
Suite 5300
Houston, TX 77002

Dear Ms. Patrick:

I am in receipt of your October 17, 2011 letter. None of the transactions that you describe in
“your letter involved Ally Financial Inc., so it would be inappropriate to engage you on the

issues.

For your information, the General Counsel of Residential Funding Corporation and GMAC
Mortgage is Tammy Hamzehpour, whose address is 1100 Virginia Drive, Fort Washington,

Pennsylvania 19034. , :

240 Renaissance Center Mail Code: 482-B09-B11 Detroit, MI 48265
Phone: 313-656-6128 Fax: 313-656-6124 E-maff: wiilism.b.solomon@atly.com

" 'RC-9019_00048954

CONFIDENTIAL — PROFESSIONALS’ EYES ONLY
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From: Solomon, William Legal
Sent: Wednesday, October 26, 2011 7:48 PM
To: Carpenter, Michael; Yastine, Barbara; Marano, Tom; Brown, Jeff: Pinkston, Corey; Mackey, Jim;
Devine, Timothy; Hamzehpour, Tammy
Cc: Hagens, David; Ruckdaschel, John
Subject: PLS Claimant -- PRIVILEGED AND CONFIDENTIAL

Attached please find the response from atiorney Kathy Patrick in reply to my reply to her original letter. The issues are beginning

. to crystallize. | do not intend answering.
\

Confidential ALLY_PEO_0042786
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Fathy 13, Patrick
kpatrick@gibbsbnms.com.
713.751.5253

Oetober 25, 2011

Via Federal Express

William B, Solomon, Jr., Esq,
(General Counsel

Ally Finencial Tne.

200 Renaissance Center

Detroit, Michigan 48265

Bear Mr. Solomon:

I am in receipt of your Ccotober 21st, 2011 letter. As you know, Ally Finencial Ine,
(“Ally”™) is the parent and 100% owner of GMAC Mortgage Group, Ine. (“GMACHM™).
Residential Capital, LLC (“ResCap™), in twrn, is a wholly-owned subsxdxaxj, of GMACM.

. ResCap is the direct or indirect parent of the partics to the pooling and servicing sgreements at
issue, including GMAL Mortgage and Residential Funding, to which you mi’ermd. in your letter,

In response 10 your suggestion, I will forward niyy October 17th, 2011 letter to Ms.
Hamzehpnur, who appears to be the General Counsel of Ally’s Mortgage Operations, as well ag

the General Counsel of ResCap.

Our clients do not, however, accept your assertion thai Ally Financial Ino. does not
uHirnately bear the Hability associated with the repurchase and servicing claims described in my

October 17th letter. Ally does.

Very truly yours,

K#w?}mc A
{

Confidential ALLY_PEO_0042787
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In Re: Case No:
RESIDENTIAL CAPITAL, LLC, et. al, 12-12020(MG)

Debtors.

VIDEOTAPE DEPOSITION OF TAMMY HAMZEPHOUR
New York, New York
November 13, 2012

9:43 a.m.

Reported by:
ERICA L. RUGGIERI, RPR
JOB NO: 27903




12-12020-mg Doc 2828-9 Filed 02/01/13 Entered 02/01/13 20:06:40 Exhibit |
Pg30f12

4 November 13, 2012

5 9:43 a.m.

8 Deposition of TAMMY HAMZEPHOUR,
9 held at the offices of Kramer, Levin,
10 Naftalis & Frankel, 1177 Avenue of the
11 Americas, New York, New York, pursuant
12 to Notice, before Erica L. Ruggieri,
13 Registered Professional Reporter and
14 Notary Public of the State of New

15 York.

16
17
18
19
20
21
22
23
24

25
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TAMMY HAMZEPHOUR
the Minneapolis office. Also my capital
markets partner, John Ruckdaschel, was
there, and Tim Devine from Ally.

Q- How long did the meeting last?

A. Three hours, maybe. 1 don"t
remember exactly.

Q.- Can you please describe for me,
in as much detail as you can remember,
what the discussion was?

A Ms. Patrick did most of the
talking In the beginning of meeting. She
talked to us a bit about who her i1nvestor
clients were and their holdings that were
represented across the spectrum of our
securitization deals. She indicated that
they believed they have claims against us
and against Ally.

We talked about some of the work
she had done in preparation for the
meeting, and she mentioned that she had
reviewed our prospectuses for the deals,
that she had reviewed loan and servicing
agreements, that she was familiar with the

structure and the language and the

27
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TAMMY HAMZEPHOUR
disclosures as across those deals, and
that she had created a matrix of rep and
warranty language, basically, among the
deals.

She spoke a little bit about her
pending settlement with Bank of America.

She mentioned that she had not
notified any of the trustees about the
meeting we were having, because we asked
1T the trustees knew that she was there,
and she said no.

Talked about her theory of the
case. She felt that she had claims, rep
and warranty breaches, also servicing
claims; and she felt that they had
extended both to GMAC Mortgage and RFC,
who were sponsors of different
securitizations in which her i1nvestors had
an interest.

And also that they viewed Ally,
likewise, as responsible.

Q. Who said what on the ResCap and
Ally side, as best you can remember?

MR. RAINS: Objection. Vague

28
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TAMMY HAMZEPHOUR
A. Yes.
Q- Did you understand what
Mr. Devine was referring to by "clarity of
purpose or comprehensive third-party

releases'?

A. Yes.
Q.- What was your understanding?
A That third-party releases would

be required, in order to achieve a
substantial contribution from AFI.

Q. And Mr. Devine had made that
clear to you, had he not?

A. It was clear to everyone
internally, In the context of the
discussions that were beginning to take
shape at this, in this time frame.

Q.- So as far as you were concerned,
or I should say as far as you knew, there
would be no contribution from AFl without
third-party releases to AFIl; i1s that
correct?

MR. RAINS: Objection.

Misstates her testimony.

A. No, that®"s not what 1 said.

50
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TAMMY HAMZEPHOUR
There may be a contribution, but a
substantial contribution would need
comprehensive third-party releases.
Q- Okay. Did you speak with
Mr. Devine and Mr. Lee at or about

11:00 a.m. that morning?

A. I don"t remember.
Q- Do you recall whenever the
meeting occurred or -- well, let me ask

you this: Was there a conversation
following up on this e-mail chain?

A I"m sure there were -- there
were many conversations taking place
around this topic. So I don"t know if
this one happened at 11:00 a.m. or not.

Q. Okay. When you received
Mr. Devine®s April 17th e-mail, the one
sent at 9:57 a.m., did you express then or
thereafter any disagreement with
Mr. Devine®s recommendation as to how to
deal with Ms. Patrick?

A. I don"t remember if I did.

Q.- You don"t remember one way or

the other?
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TAMMY HAMZEPHOUR

A. No.

Q. You weren"t coordinating that,
were you?

A. No. Gary Lee was coordinating
that.

Q. Who was the one who was

communicating with Ms. Patrick about the
status of the documents?
MR. RAINS: Objection. Assumes
facts not in evidence.

Q.- To your knowledge?

A. Gary was communicating with her
and Tim as well. 1 assume K&E was
involved for Ally.

Q.- Okay. Was Mr. Devine
coordinating the negotiations with
Ms. Patrick concerning the amount of the

allowed claims she would get iIn a

settlement?

A No. He participated in those
discussions.

Q- What was your participation in

that discussion?

A I was present for some of the

80
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TAMMY HAMZEPHOUR
discussions, not all of them, as they
shaped up over a week or two of
negotiations. 1 was aware, 1 was kept
informed by Gary of what was going on and
the developments as they were happening.

Q. So 1f I understand you
correctly, the people who were
communicating with Ms. Patrick over the
amount of the allowed claim would have
been Mr. Devine and Mr. Lee?

A. And Mark Renzi and Jeff
Cancelliere and other folks who were in
the meetings where these things were being
discussed.

Q.- Okay .

MR. KAUFMAN: Let"s mark as the

next exhibit an e-mail chain on May 7,

2012. Bates numbers RC 9019 00049157

through 59.

(9019 Exhibit 85, e-mail chain
dated May 7, 2012, Bates RC

9019 00049157 through 59, marked for

identification, as of this date.)

Q. Please take however long you

8l
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TAMMY HAMZEPHOUR
20 percent of their allowed claim to
ResCap LLC. This provision was added to
protect the investors in the event that a
larger than expected portion of the Ally
settlement proceeds is allocated to ResCap
LLC based on alter ego type claims (as
opposed to RFC and GMACM as we
anticipate).”
Do you see that?

A. Yes.

Q.- That was a description of the
so-called Holdco election, wasn"t i1t?

A. Yes.

Q. Was ResCap®s board of directors
asked to consider and approve that

amendment to the RMBS trust settlement

agreement?

A. I don"t remember that there
were.

Q. Weren®"t you the one who approved
that?

A. I approved 1t -- 1 signed it

after discussing with counsel and

Mr. Marano.
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TAMMY HAMZEPHOUR
Q.- Who authorized you to sign it?
A. I don"t think anyone gave a
specific direction to sign it.
MR. KAUFMAN: Just take a few
minute break.
THE VIDEOGRAPHER: The time is
11:36 a.m. and we are off the record.
(Whereupon, there 1s a recess iIn
the proceedings.)
THE VIDEOGRAPHER: The time is
11:55 a.m. and we are back on the
record.
Q.- Ms. Hamzephour, 1 just have a
couple of gquestions more.
A. Sure.
Q. I understand that you may have
had one or two telephone calls with
Ms. Patrick In or around November of 2011
in connection with the first meeting with
her In Minneapolis. Did you have any

telephone calls with her in 2012?

A. Not one-on-one that 1 remember.
Q. You have been identified as the
debtors -- one of the debtors fact
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TAMMY HAMZEPHOUR

Q.- Do you recall -- withdrawn.

In reviewing the settlement
agreement and section 6.04, did you make
any assessment of whether or not the legal
fees provided for for the Steering
Committee counsel were reasonable?

A. No. I didn"t -- I didn"t
determine i1t one way or the other.

Q. You didn"t do it at all?

A. No. I mean I didn"t -- 1 didn"t
consider an analysis of whether 1 thought
they were reasonable fees.

Q.- Do you think that was an

important thing to do?

A. No.
Q- Why not?
A. They weren®"t -- they weren™t

fees that the debtors were paying. So I™m
not sure why 1 would set the fees for
these investors between themselves and
their lawyer.

Q. Right. But you testified
earlier that the fees that they received

were going to come out of the allowed

113
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In Re: Cae No:
RESIDENTIAL CAPITAL, LLC, et. al, 12-12020(MG)

Debtors.

VIDEOTAPE DEPOSITION OF TIMOTHY DEVINE
New York, New York
November 19, 2012

10:17 a.m.

Reported by:
ERICA L. RUGGIERI, RPR
JOB NO: 27973
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4 November 19, 2012

5 10:17 a.m.

8 Videotape Deposition of TIMOTHY
9 DEVINE, held at the offices of Kramer,
10 Levin, Naftalis & Frankel, 1177 Avenue
11 of the Americas, New York, New York,
12 pursuant to Notice, before Erica L.

13 Ruggieri, Registered Professional

14 Reporter and Notary Public of the

15 State of New York.
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TIMOTHY DEVINE
MR. BRYAN: You know that
production of a document has nothing
to do with where to draw the line on
attorney-client communications.
Mr. Devine is not going to disclose
his communications with his clients
and the legal advice he provided.
MR. KAUFMAN: Okay.
Q.- In any event, you said the first
step was to get confirmation of
Ms. Patrick®s representation, right?
A. That"s what the e-mail reflects.
Q.- And you were the one who was
coordinating that effort; i1s that correct?
MR. BRYAN: Objection to form.
A. I had been asked to interface
with Kathy Patrick.
Q. And did you follow up and
request that information from Ms. Patrick?
A. I don"t remember doing so but I
presume that 1 did. It looks here that
Tammy asked me to do that and 1 was doing
that.

Q. Do you have some specific
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TIMOTHY DEVINE
require releases both from the R&W
claimants as well as from ResCap?

MR. BRYAN: Object to form.

A. So 1f -- 1f I understand your
question, what I communicated to Kathy
Patrick was that in connection with the
settlement agreement she was trying to
reach with the debtor, for which she
sought Ally"s support and assurance that
Ally wouldn"t object to i1t, Ally would
seek a release -- Ally would seek the
support of her clients of the plan that
was being negotiated between ResCap and
Ally at the time.

Q.- And that plan would include
releases both from third-party claimants
such as her clients and ResCap, right?

A. The plan being negotiated
between ResCap and Ally?

Q. Yes.

A. The plan being negotiated
between ResCap and Ally would include a
debtor release as well as a provision for

third-party nonconsensual releases, that"s
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TIMOTHY DEVINE

settlement?
A. I don"t remember as of May 4th.
Q.- Okay .
A. The days -- 1t"s going to be

very difficult for me to remember the
particular days. Those conversations were
very concentrated during that time.

Q. Well, the amount of AFI*s
contribution towards this settlement was

important to AFl, wasn"t 1t?

A. Toward the -- toward the ResCap
settlement?

Q. In this settlement.

A. well, we weren"t -- we weren"t

contributing to this settlement.

Q. Yeah, okay. 1 guess technically
that may have been true, Mr. Devine, but
you certainly understood as both
negotiations were proceeding that the
money, whatever it might be, that AFl was
going to settle with ResCap for was going
to wind up In a settlement with
Ms. Patrick, right?

MR. PRINCI: Objection as to
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TIMOTHY DEVINE

form.

MR. BRYAN: Same objection.

A. What -- 1 certainly understood
that Kathy Patrick was negotiating with
ResCap for an allowed claim which would
govern or -- govern iIn part or would
potentially go toward resolution of the
eventual disbursement to her clients and
the class that are clients were in in the
estate. And that obviously the quantum of
the recovery of the estate, from whatever
source, was very iInteresting to her and
her clients.

Q. And the amount that AFI would be
paying for the releases from ResCap and

third parties was important to AFl, was i1t

not?
A. Yes.
MR. BRYAN: Object to the form.
Q.- Okay .
MR. KAUFMAN: Why don"t we take
a lunch break now. It"s 1:30.

MR. BRYAN: What time do you

want to reconvene?
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TIMOTHY DEVINE

for PLS rep and warrants at about 4
billion when you add and subtract for
other contingencies and whether or not we
create any securities law/disclosure
exposure if we stipulate to a claim by KP
at 10, meaning 10 billion.

Q.- And on that issue you wrote,
"Need an answer as to whether
stipulated allowed claim creates
securities/SEC/disclosure risk for us on
these facts and if yes, how much risk
really in comparison to the risk that will
blow the chance to get third-party
releases,"” right, that"s what you said?

A. Are you asking me what the

e-mail says?

Q.- Did 1 just read that correctly?
A. You read that correctly.
Q.- Okay. And you were weighing the

relative risks to AFl of facing securities
law violations based on what AFl had said
in 1ts 10-Q or blowing AFI*"s chances of
getting third-party releases as part of a

settlement with Ms. Patrick, right?
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MR. BRYAN: Objection to form.

The document speaks for itself.

Q.- Those are the two risks you were
weighing, securities law violation
exposure or blowing chance to get
third-party releases as part of the Kathy
Patrick settlement?

MR. BRYAN: Objection to form.

A. It"s really a false comparison.
They answer two different gquestions.

Q.- I*m just asking you whether that
was what you were asking Mr. Cieri and
Mr. Lee. You needed an answer as to the
relative risks on the one hand of exposure
to the SEC or the investing public and on
the other hand blowing chance to get
third-party releases?

A. No.

MR. BRYAN: Objection to form.
MR. PRINCI: Objection as to
form. Asked and answered.

A. No. What -- at that time and at
every moment from then to and through

today I have been confident that there is
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TIMOTHY DEVINE
no risk of a securities claw -- securities
law/SEC disclosure risk and that there was
no such risk. The securities disclosures
had been made appropriately, according to
all the appropriate processes, and were
then and are now In my view accurate and
fully compliant with all the law and
regulations. The question was not whether
there was any defect, legal or otherwise,
in connection with AFI"s consolidated
disclosures from a securities/SEC
disclosure or any other risk, those are --
those were accurate and appropriate and
lawful at the time and they stand the same
today.

The question to these people was
not with regard to what had already taken
place, because 1 had no doubt and do not
have any doubt today as to the lawfulness
of those 10-Qs, it was whether or not iIn
undertaking to resolve a disputed claim in
a compromise setting, whether there was
any potential exposure to that settlement

or whether that settlement created any
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Q. Did the information
Mr. Cancelliere gave to you in this e-mail
make you comfortable with an allowed claim
at $8.7 billion?

MR. BRYAN: Object to form.

A What do you mean by comfortable?

Q.- Willing to go along with it.

A. All right. So with that
understanding in terms -- willing to go

along with 1t in the context of the
negotiation of a settlement by ResCap of
an allowed claim based on that number?

Q- Yes.

A I*"m not sure as of 5/9/2012 at
that time whether 1 was comfortable with
it or not. Because it was only one term
in a very complicated series of
transactions. And i1t would have been
within that much, much larger context as
to whether or not 1 would have advised the
client or not that that was a comfortable
number .

Q. Were you representing ResCap on

May 9th, 20122
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A. In connection with the
resolution with Kathy Patrick, no.

Q.- Were you -- okay. So what you
just said is incorrect, right? It had
nothing to do with your advising the
client on that number. 1"m asking you
whether you were comfortable as Ally"s
lawyer with an $8.7 billion number based
on the information Mr. Cancelliere gave to
you In his May 9th e-mail?

MR. PRINCI: Objection as to

form.
MR. BRYAN: Objection as to
form.
A. That"s how I understood your
question.
Q.- Right, okay. So that was the

client, AFI1?

A. Correct.

Q. Okay. Do you recall one way or
another whether an $8.7 billion allowed
claim had been agreed to as of May 9th,
2012, at 7:17 a.m.?

A. Do I recall that right now
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TIMOTHY DEVINE
of the conversation, at least from my
perspective in the deal.

Q.- Mr. Devine, given what you have
claimed 1s your limited expertise, why
were you iInjecting yourself into the
discussion on these matters? Why didn"t

you just let Mr. Schrock and Mr. Lee hash

it out?
MR. BRYAN: Objection as to
form.
A. I was driving a deal to
conclusion.
Q. What deal?
A. The deal that is represented in

gross by the resolution between the ResCap
estate and the RMBS claimants, both the
Kathy Patrick and Talcott Franklin in the
one sense and also the tripartite
agreement between Ally, the ResCap
entities and the claimants. And 1 thought
it was a good deal and 1 still to this day
think 1t"s a good deal. And 1 saw that to
my mind anyway the essential elements of a

deal had been worked out that were
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TIMOTHY DEVINE
their claims?

MR. BRYAN: Object to form. 1
knew -- 1 certainly knew that the
monolines were not a signatory party
to the settlement. But it was my
understanding that the claims that
they would or could enunciate iIn
connection with the securities subject
of the settlement would be included
within the scope of the allowed claim.
Q. You said, "And we can define

securities claims narrowly.”™ What do you
mean by that?

A. What 1 meant by securities
claims was claims brought by securities
holders on traditional federal securities
law or state blue sky or the closely
Allied state common law fraud claims that
would be characterized typically as a
securities based claim.

Q.- A bit further down in your
e-mail you said "The circle is squared at
the plan. KP can only get us the

everything but securities settlement
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release because that is the full extent of
her representation. She has been clear
about that. Same as in her™ BofA -- "B of
New York Mellon work, etc."

Do you see that?

A. Yes, | do see that.

Q.- And then you said "But notice,
though her clients don"t release
securities claims, they sign plan support
agreements and the plan includes very
simple comprehensive releases, which of
course include third-party release of all
claims which of course includes securities
claims. Presto. So while she can"t
represent parties in giving up their
securities claims, clients face a choice,
either sign up with the settlement to make
sure your trust receives monies under the
waterfall in which case you need to sign
the plan support agreement and support the
plan. And the plan wipes out all their
claims of any sort. This is the beauty of
it

Do you see that?
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A. I see that.

Q- So you were explaining how
execution of the plan support agreement
achieved releases of securities claims
even if the settlement agreement itself
did not, correct?

A. What | was explaining is that in
signing up for the settlement agreement
between ResCap and -- with ResCap those
parties were committing to sign a plan
support agreement simultaneously, which to
my understanding represented their
valuation of the securities claims they
were giving up and therefore they were
supporting a plan which would include
release of securities claims against the
debtor and release of securities claims,
such as they might be, against Ally
Financial.

Q. And you thought that was pretty
clever, didn"t you?

MR. BRYAN: Object to form.
MR. PRINCI: Objection as to

form.
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A. Well, 1 sent an e-mail to Gary
Lee, Jamie Levitt, Noah Ornstein and John
Ruckdaschel, cc"d Cieri and Schrock at
4:29.

Q.- Right. And you sent that e-mail
Iin response to Mr. Lee"s e-mail at 4:26 on
May 12th, didn"t you?

A. Yeah, 1"m not sure If it"s in
response but I did send him an e-mail a
couple minutes later.

Q.- And you wrote, "Got 1t. Had
call with KP. We told her PSA support
whole hog is drop dead.”™ That"s what you
wrote, right?

A. That"s what 1 wrote.

Q. And 1s that what you told
Ms. Patrick?

A. I don"t remember i1f 1 told her
whole hog but if 1 read this sitting here
now, It looks like I was communicating to
that group that 1 told her that she had to
support the PSAs in full. And that that
was a provision that Ally would insist on

to the extent Ally could insist on
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1 TIMOTHY DEVINE
2 anything.
3 Q. And by using the phrase "drop
4 dead™ you meant it was nonnegotiable from
5 Ally*"s perspective, right?
6 A. I meant that if she wanted our
7 participation in the PSA she needed to
8 support it.
9 MR. KAUFMAN: Let"s mark as the
10 next exhibit an e-mail chain on
11 May 13, 2012 between Mr. Devine and
12 Talcott Franklin.
13 (9019 Exhibit 155, e-mail chain
14 dated May 13, 2012 between Mr. Devine
15 and Talcott Franklin, marked for
16 identification, as of this date.)
17 A. Okay -
18 Q.- Looking at the first e-mail in
19 this chain which starts at the bottom of
20 the first page, did you send that e-mail
21 to Mr. Franklin at 12:16 p.m. on
22 May 13th -- I"m sorry -- at 1:28 p.m. on
23 May 12th?
24 A. It looks like 1 did. Again, I™m
25 not sure of the timing but 1t looks like 1
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Case No. 12-12020-mg

e
In the Matter of:
RESIDENTIAL CAPITAL, LLC, et al.,
Debtors.
e e e e e e e e e = e e e e e e a e - =%

United States Bankruptcy Court
One Bowling Green

New York, New York

October 4, 2012

11:12 AM

BEFORE:
HON. MARTIN GLENN

U.S. BANKRUPTCY JUDGE
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1 THE COURT: The same thing. You know, that's not the

2|| same thing as saying he saw the document.

3 MR. MALONEY: No, he may have seen the documents, but,
4 || Your Honor, it goes to the same question as --

5 THE COURT: You're overstating your position, Mr.

6|/ Maloney.

7 MR. MALONEY: Right, and I apologize. But let me cut
8|/ back to why I stood up besides pointing out we got zero

9|| documents. It's the same story of self-selection by Mr. Mack
10|| of what was relevant, as best I can tell from the meet and

11|/ confer, rather than the lawyer looking to prove his documents.
12|| And Rule 26, lawyers have to certify that the production is

13|| reasonable. You can't do this.

14 MR. PRINCI: Your Honor, we'd be happy to continue to
15|| speak to the debtors' counsel about this. If it requires

16|| briefing -- we don't believe that the case cited is the

17 || standard, but if it requires briefing we'll brief the issue for
18| the Court. I'd like my partner Mr. Rains though to address the
19| specific allegations about our document production not being

20|| complete or timely. So, Mr. Rains, if you can address the

21| Court on that please?

22 MR. RAINS: Thank you, Tommy. Good morning, Your

23 || Honor, I apologize for finding myself stuck on the West Coast
24 || today. Just a couple of quick points. I'm not sure I captured

25|| every criticism, but let me hit the highlights if I can.

eScribers, LLC | (973) 406-2250
operations@escribers.net | www.escribers.net
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1 First, the April 1 cut-off is a date range that we

2|| applied for our e-mail searches, and we did it for the simple

3|| reason that our review of the documents shows that the

4|| negotiations began on April 16, and that's based on documents

5|| that the creditors' committee has. So, based on our review of
6|| documents and our confirmation that the negotiations began in

7|| April we began our searches on April lst.

8 Search terms. Yes, we used domain names for the --

9| well, let me back up. There are two ways to collect emails for
10|| some groups of people including the people at my law firm. We
11|| went to our IT department and actually collected all e-mails in
12|| their mailboxes, and as to those people we applied search

13 terms. The search terms we used for the lawyers in our firm

14 || were largely e-mail addresses and domain names, which, as the
15|| Court can imagine, are much more inclusive than subject matter
16 || search terms. We searched for all communications to anyone who
17 || could have been involved in the settlement process. That is

18|| the search that we ran, adding search terms on subject matter
19|| to that would produce subsets, but subsets are the documents

20 || we've already produced.

21 As to other people such as consultants, FTI and

22| Centerview, in particular, we did begin by interviewing them

23|| and asking them where they stored documents relevant to the

24 || settlement process. As you can imagine, they are involved in

25| many activities for the debtor, most of which have nothing to

eScribers, LLC | (973) 406-2250
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Qutlook E-mail

From: Devine, Timothy

Sent: 4/17/2012 9:57:19 AM

To: Lee, Gary S.; Hamzehpour, Tammy
“‘Subject: -~ RE: Kathy Patrick follow-up

Would 11 am work?

Short story: Gary and | had very constructive talk yesterday on number of issues. On KP next steps, | don't think we shou}d

" share dollar range of potential AFI contribution (Gary and | had discussed including some figures). | think it's premature given
that business has not got to a number yet. Can always share with her at next round of discussion. Would recommend we simply
indicate all the rest — the structure of the proposed outcomes, the potential for substantial contribution from AFI, fragility of the
goal but clarity of purpose for comprehensive third party releases, etc.,

Thanks,
_ Tim

Timothy A. Devine

Chief Counsel - Litigation
Ally Financial Inc. Legal Staff
200 Renaissance Center
M/C: 482-B09-B11

Detroit, Ml 48265

(313) 656-3477

From: Lee, Gary S. [mailto:GLee@mofo.com]
Sent: Tuesday, April 17, 2012 9:33 AM

To: Devine, Timothy; Hamzehpour, Tammy
Subject: RE: Kathy Patrick follow-up

How is 10.307?

Gary S. Lee
Morrison & Foerster LLP
1290 Avenue of the Americas
New York, NY 10104-0050
T. 212.468.8042
F. 212,468.7900
glee@mofo.com

From: Devine, Timothy [mailto: Timothy.Devine@ally.com]
Sent: Tuesday, April 17, 2012 9:29 AM

To: Hamzehpour, Tammy; Lee, Gary S.

Subject: Kathy Patrick follow-up

Let's find 10 minutes to talk this moming. Will catch up and make plans for next steps. Thanks. Tim

Timothy A. Devine

Chief Counsel - Litigation
Ally Financial inc. Legal Staff
200 Renaissance Center
M/C: 482-B09-B11

Detroit, Ml 48265

(313) 656-3477
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To ensure compliance with requirements imposed by the IRS, Morrison & Foerster LLP informs you that, if any
advice concerning one or more U.S. Federal tax issues is contained in this communication (including any attachments),
such advice is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under
the Internal Revenue Code or (i) promoting, marketing or recommending to another party any transaction or matter
addressed herein. '

For information about this legend, go to
http://www.mofo.com/Circular230/

This message contains information which may be confidential and privileged. Unless you are the addressee (or
authorized to receive for the addressee), you may not use, copy or disclose to anyone the message or any information
contained in the message. If you have received the message in error, please advise the sender by reply e-mail
@mofo.com, and delete the message.
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QOutlook E-mail

From: Hamzehpour, Tammy
Sent: 4/23/2012 8:54:01 PM
To: Devine, Timothy
Subject: RE: Prep for KP

Yes, let's walk through it tomorrow. I'm fine with not raising her expectations, so long as (to your point) there are analytics
to support what we would show her. I can't speak as to the proposed settlement with AF1, as MoFo is much closer to that
than [ am. We can cover in the same conversation.

Tammy

----- Original Message----~

From: Devine, Timothy

Sent: Monday, April 23, 2012 8:38 PM
To: Hamzehpour, Tammy

Subject: Prep for KP

Tammy:
Thinking of waterfall for KP.

Would like to recommend 3, 4, 6 rather than 4, 5, 6 as fow medium high. Thought is that we creat flexibility for discussion re
potential losses beyond reserves, 1 will provide analytics to demonstrate how one could get to 3, 4 or 6. Point is not to
persuade KP that such range is correct. She will have strong Instinct to dispute It as unrealisticaily low, We are ok with her
informing us otherwise, so long as she comes away knowing that ratcheting up those ranges leads automatially to lower
percentage recoveries, by simple math'in light of afact that there will only be X or Y real doilars available. What we will sell,
though, is basedon strength of Gary's waterfall presentation as btwn GMACM and RFC in the two scenarios. The message to
her will be clear - get on board.

Finally, I recommend we use 750 million rather than one billion as potential AFI contribution. I don't have basis to say it
should be a billion, and it would be better to leave some room for negotiation, If we want to use a billion we will need
clearance from AFI and I haven't spoken to Mike..

1 recommend we take advantage of tomorrow's meeting of you, me, Kirkland and MoFo to run through the KP draft slides.
Your thoughts?

Thanks.

Tim
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UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

In Re: Case No.
RESIDENTIAL CAPITAL, LLC, et. al, 12-12020(MG)

Debtors.

VIDEOTAPE DEPOSITION OF JOHN RUCKDASCHEL
New York, New York
November 8, 2012

9:37 a.m.

Reported by:
ERICA L. RUGGIERI, RPR
JOB NO: 27643
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4 November 8, 2012

5 9:37 a.m.

7 Deposition of JOHN RUCKDASCHEL,
8 held at the offices of Kramer, Levin,

9 Naftalis & Frankel, 1177 Avenue of the

10 Americas, New York, New York, pursuant to
11 Notice, before Erica L. Ruggieri,

12 Registered Professional Reporter and

13 Notary Public of the State of New York.
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JOHN RUCKDASCHEL
made by the seller. They are passed to
the depositor and then passed to the -- to
the trust. So one of the -- if somebody
sends you a loan and says you need to
repurchase this loan because, because it
defaulted, the first response would be,
well, what representation or warranty are
you suggesting that this loan breaches.
Because you would not, you would not
repurchase a loan that doesn"t -- that
doesn®"t breach a rep or warranty. So that
would be, you know, that would be an
example of the document based discussion.

Q. Is that a defense that it didn"t
breach a representation or warranty?

A. IT the person who i1s throwing
the loan over the fence saying, you know,
buy this loan back cannot point to a
representation or warranty that"s been
breached, the depositor and the sponsor
actually cannot repurchase the loan. It
does not trigger the repurchase
obligation.

Q. And this is even if the loan has

36
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JOHN RUCKDASCHEL

defaulted?
A Even 1T the loan has defaulted.
There®s not -- there"s not a guarantee put

on the transaction.

Q.- What other defenses did you
raise?
A. So another example of -- and

this won"t come as a surprise to any of
the securitization folks, there®s the
concept of loss causation. That even if,
even if you say a plaintiff or just a
counterparty says here"s a loan, you need
to buy it back, it has defaulted, you
know, because it has breached the
representation or warranty and the breach
in question has nothing to do with the
default, the argument is that, well, the
loss 1In question was not caused by the
default, it was caused because the
borrower, you know, lost his job, you
know, got sick. Those sorts of things.

Q. And 1In that situation you
wouldn®t repurchase the loan?

A. The -- the argument i1s that no,

37
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JOHN RUCKDASCHEL
we would not. The sponsor and depositor
would not have to repurchase the loan
under those circumstances because the
breach in question did not cause the loss.

Q. In your time at ResCap, are you
aware 1T ResCap did repurchase some loans
under this rule or did they refuse to
purchase loans which didn"t show loss
causations while you were there?

A. I don"t have, you know, personal
knowledge of that. But my understanding
is that, you know, we have a repurchase
group and the repurchase group would not
repurchase a loan where the -- the loss
was not caused by a breach of a
representation or warranty. You know, the
classic example is there®s supposed to be
some document in the file. You can"t find
the document. But the borrower has --
has defaulted because they lost their job.
Well, a missing document has nothing to do
with the default in question.

Q.- And you weren®t the person iIn

charge of putting numbers to any of these
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JOHN RUCKDASCHEL

A. The --

MR. RAINS: Wait for a question.
THE WITNESS: Okay. Sorry.

Q- Did you understand Mr. Devine iIn
that conversation to be representing Ally
or ResCap?

A. As | said earlier, my
understanding i1s that in the RMBS
settlement discussions that Tim was
representing Ally.

Q.- Do you recall Mr. Devine"s
response to your indemnification issue
that you raised?

A. I don"t -- I don"t recall the
specifics.

Q. Do you recall 1f he agreed or
disagreed?

A. I think he -- 1 think he agreed
with me that it was -- it was a good idea
but as I recall 1 think 1t wasn™t
something that we were -- that the parties
wanted to, you know, have the deal fall
apart just on a trustee indemnity issue.

Q. So 1t wasn"t drop dead for the
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Outlook E-mail Confidential
From: Cancelliere, Jeff - PA
Sent: 5/7/2012 11:29:28 PM
To: Devine, Timothy; 'mark.renzi@FTIConsulting.com'; Lee, Gary S.; Hamzehpour, Tammy; 'rcieri@kirkland.com’;
'rschrock@kirkland.com’; Thompson, William - Legal Dept - PA; Delehey, Lauren - PA; Ruckdaschel, John
Cc: Nashelsky, Larren M.; 'william.nolan@FTIConsulting.com'
Subject: RE: KP

From: Devine, Timothy
Sent: Monday, May 07, 2012 10:14 PM
To: 'mark.renzZi@FTIConsulting.com’; 'glee@mofo.com’; Hamzehpour, Tammy; 'rcieri@kirkland.com’; ‘rschrock@kirkland.com’;

Cancelliere, Jeff - PA; Thompson, William - Legal Dept - PA; Delehey, Lauren - PA; Ruckdaschel, John

CONFIDENTIAL - PROFESSIONALS' EYES ONLY RC-9019_ 00049157
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Cc: "LNasheisky@mofo.com'; 'william.nolan@FTIConsulting.comfideniial
Subject: Re: KP

From: Renzi, Mark <mark.renzi@FTIConsulting.com>

To: glee@mofo.com <glee@mofo.com>; Devine, Timothy; Hamzehpour, Tammy; rcieri@kirkland.com <rcieri@kirkland.com>;
rschrock@kirkland.com <rschrock@kirkland.com>; Cancelliere, Jeff - PA; Thompson, William - Legal Dept - PA; Delehey, Lauren -
PA; Ruckdaschel, John

Cc: LNashelsky@mofo.com <LNashelsky@mofo.com>; Nolan, William <william.nolan@FTIConsulting.com>

Sent: Mon May 07 21:13:52 2012

Subject: Re: KP

From: Lee, Gary S. [mailto:GLee@mofo.com]

Sent: Monday, May 07, 2012 09:08 PM

To: Timothy.Devine@ally.com <Timothy.Devine@ally.com>; Tammy.Hamzehpour@gmacrescap.com
<Tammy.Hamzehpour@gmacrescap.com>; rcleri@kirkland.com <rcieri@kirkland.com>; rschrock@kirkland.com
<rschrock@kirkland.com>; jeff.cancelliere@gmacrescap.com <jeff.cancelliere@gmacrescap.com>; Renzi, Mark;
William. Thompson@ally.com <William.Thompson@ally.com>; lauren.delehey@ally.com <lauren.delehey@ally.com>;
john.ruckdaschel@ally.com <john.ruckdaschel@ally.com>

Cc: Nashelsky, Larren M. <LNashelsky@mofo.com>; Lee, Gary S. <GLee@mofo.com>

Subject: KP

Gary S. Lee

Morrison & Foerster LLP
1290 Avenue of the Americas
New York, NY 10104-0050
T. 212.468.8042

Confidaniial

CONFIDENTIAL - PROFESSIONALS’ EYES ONLY RC-9019_00049158
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F. 212.468.7900 Confidential
glee@molfo.com

To ensure compliance with requirements imposed by the IRS, Morrison & Foerster LLP informs you that, if any
advice concerning one or more U.S. Federal tax issues is contained in this communication (including any attachments),
such advice is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under
the Internal Revenue Code or (ii) promoting, marketing or recommending to another party any transaction or matter
addressed herein.

For information about this legend, go to
http:/f'www.mofo.com/Circular230/

This message contains information which may be confidential and privileged. Unless you are the addressee (or
authorized to receive for the addressee), you may not use, copy or disclose to anyone the message or any information
contained in the message. If you have received the message in error, please advise the sender by reply e-mail
@mofo.com, and delete the message.

Confidentiality Notice:
This email and any attachments may be confidential and protected by legal privilege. If you are not the intended recipient, be aware that any disclosure, copying,

distribution or use of the e-malil or any attachment is prohibited. If you have received this email in error, please notify us immediately by replying to the sender and
then delete this copy and the reply from your systern. Thank you for your cooperation.

Convdidaniisg

CONFIDENTIAL - PROFESSIONALS’ EYES ONLY RC-9019_00049159
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QOutlook E-mail

From: Devine, Timothy

Sent: 5/9/2012 9:03:30 AM

To: Lee, Gary S.

Cc: Cieri, Richard M.; Schrock, Ray C.
Subject: KP

Gary: as | told you on the phone, Ally will support the $8.7 billion allowed claim. There is no new Ally money. Hard stop at 750 +
200 + 100. Thanks. Tim

Timothy A. Devine

Chief Counsel - Litigation
Ally Financial Inc. Legal Staff
200 Renaissance Center
M/C: 482-B09-B11

Detroit, Ml 48265

(313) 656-3477

CONFIDENTIAL — PROFESSIONALS’ EYES ONLY RC-9018_00049196
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Outlook E-mail
From: Ornstein, Noah
Sent: 5/12/2012 10:46:20 AM
To: Levitt, Jamie A.; Princi, Anthony; Lee, Gary S.
Cc: Newton, James A.; Clark, Daniel E.; Schrock, Ray C.; Cieri, Richard M.
Subject: KP Settlement Agreement - Ally Release - Subject to FRE 408

All, two comments, the second more substantive:

1. Please add "arising under law or equity" to the long list of types of claims released.

2. Spoke with T. Devine this morning. He is adamant that Ally get a release from Trusts in the settlement agreement.
Notwithstanding that Ally is not a party to that agreement, | think we can get there. Consider a third party beneficiary
provision running to Ally that is a full release of Ally upon the Effective Date. I'm in MoFo’s offices if you want to discuss
or on my cell 646.338.1620.

Regarding the third party release of securities related claims, understand that the signatories will have an issue granting that,
but it would, as discussed with Ropes, be required under the Trusts’ support obligations.

All parties’ rights preserved.

Noah J. Ornstein

Kirkland & Ellis LLP

300 North LaSalle | Chicago, IL 60654
p. (312) 862-2122 | f. (312) 862-2200

e e et e et s e e e s it bt Sttt el bl b

IRS Circular 230 Disclosure:

To ensure compliance with requirements imposed by the U.S. Internal Revenue Service, we inform you that any tax advice
contained in this communication (including any attachments) was not intended or written to be used, and cannot be used, by any
taxpayer for the purpose of (1) avoiding tax-related penalties under the U.S. Internal Revenue Code or (2) promoting, marketing or
recommending to another party any tax-related matters addressed herein.

The information contained in this communication is confidential, may be attormey-client privileged, may constitute inside
information, and is intended only for the use of the addressee. It is the property of Kirkland & Eliis LLP or Kirkland & Eilis
International LLP. Unauthorized use, disclosure or copying of this communication or any part thereof is strictly prohibited and may
be unlawful. If you have received this communication in error, please notify us immediately by return e-mail or by e-mail to
postmaster@kirkland.com, and destroy this communication and all copies thereof, including all attachments.

AREKRARRKKAKRAIARRRR KRR A ARk hkkhhkhhhkAkkkhdkhhrhkhkkkhhhkhkik

CONFIDENTIAL - PROFESSIONALS’ EYES ONLY RC-9019_00050446
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Qutlook E-mail
From: Devine, Timothy
Sent: 5/12/2012 4:29:50 PM
To: Lee, Gary S.; Levitt, Jamie A.; Ornstein, Noah; Ruckdaschel, John
Cc: Cieri, Richard M.; Schrock, Ray C.
Subject: RE: Has Talcott Franklin signed on without reservation to support the Plan, including broad third party release of

all claims against Ally etc including security claims?

Got it.

Had call with KP.

We told her PSA support — whole hog —is drop dead.
Her aversion to lock up is, she said, drop dead for her clients.
What are our best fall-backs on the lockup?

Thanks.

Tim

Timothy A. Devine

Chief Counsel - Litigation

Ally Financial Inc. Legal Staff

200 Renaissance Center

M/C: 482-B09-B11

Detroit, Ml 48265
(313) 656-3477

From: Lee, Gary S. [mailto:GlL.ee@miofo.com]

Sent: Saturday, May 12, 2012 4:26 PM

To: Devine, Timothy; Levitt, Jamie A.; Ornstein, Noah; Ruckdaschel, John

Subject: RE: Has Talcott Franklin signed on without reservation to support the Plan, including broad third party release of all
claims against Ally etc including security claims?

Its complicated - they are trying to preserve lots of other claims, their clients dont seem to have brought equity claims. | dont even
know whether their clients are 40 act advisors (anyone?). we sent Talcott the agreement the way we wanted it and told him he
couldn't really negotiate it ~ but if KP doesnt sign | dont know if he will.

Gary S. Lee

Morrison & Foerster LLP
1290 Avenue of the Americas
New York, NY 10104-0050
T. 212.468.8042

F. 212.468.7900
glee@mofo.com

From: Devine, Timothy [mailto: Timothy.Devine@atly.com]

Sent; Saturday, May 12, 2012 4:22 PM

To: Levitt, Jamie A.; Lee, Gary S.; Ornstein, Noah; Ruckdaschel, John
Subject: Has Talcott Franklin signed on without reservation to support the Plan, including broad third party release of all claims
against Ally etc including security claims?

CONFIDENTIAL — PROFESSIONALS’ EYES ONLY RC-9019_00050455




12-12020-mg Doc 2828-18 Filed 02/01/13 Entered 02/01/13 20:06:40 Exhibit R
Pg 3 0of 3

Thanks.

Tim

Timothy A. Devine

Chief Counsel - Litigation
Ally Financial Inc. Legal Staff
200 Renaissance Center
M/C: 482-B09-B11

Detroit, M| 48285

(313) 656-3477

To ensure compliance with requirements imposed by the IRS, Morrison & Foerster LLP informs you that, if any
advice concerning one or more U.S. Federal tax issues is contained in this communication (including any attachments),
such advice is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties under
the Internal Revenue Code or (ii) promoting, marketing or recommending to another party any transaction or matter
addressed herein.

For information about this legend, go to
http://www.mofo.com/Circular230/

This message contains information which may be confidential and privileged. Unless you are the addressee (or
authorized to receive for the addressee), you may not use, copy or disclose to anyone the message or any information
contained in the message. If you have received the message in error, please advise the sender by reply e-mail -
@mofo.com, and delete the message.

CONFIDENTIAL — PROFESSIONALS’ EYES ONLY ' RC-9019_00050456
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended March 31, 2012, or

] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission file nqmber: 1-3754

ALLY FINANCIAL INC.

(Exact name of registrant as specified in its charter)

Delaware 38-0572512
(State or other jurisdiction of (LR.S. Employer
Identification No.)

incorporation or organization)

200 Renaissance Center
P.0. Box 200, Detroit, Michigan

48265-2000
(Address of principal executive offices)
(Zip Code)

(866) 710-4623
(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months, and (2) has been subject to such filing for the past 90 days.

Yes &2 No O

Indicate by checkmark whether the registrant has submitted electronically and posted on its corporate Web site, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for a shorter penod that the

registrant was required to submit and post such files).

Yes M No OO

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a nonaccelerated filer, or a smaller reporting company.
See the definitions of “large accelerated filer,” “accelerated filer,” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer O Accelerated filer [ Non-accelerated filer (1 . Smaller reporting company [l
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YesO No

At April 27, 2012 , the number of shares outstanding of the Registrant’s common stock was 1,330,970 shares.
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Condensed Consolidated Statement of Compr ehenswe Income (unaudited)

Ally Financial Inc. « Form 10-Q

. . i ‘Three months ended March 31,
(8 in millions) 2012 2011

Financing revenue and other interest income

1,621

Interest and fees on finance receivables and 1oans 3 1,678 $ _
Intérest on loans held-for-sale el e e e R X L 84
Interest on trading assets . o 3
Interest and dividends on available-for-sale investment securities L I e 103
Interest-bearing cash 12
Operating leases - _ 655
Total fi nancmg Tevenue and other mterest mcome 2,478
Interest expense R R e )
Interest on dep031ts 166
Intere, on shon-tem\ borrowings A " . 92 .
Interest on long—term debt 1,406
", Total friterst expense R 1,664
Depreclatlon expense on operanng lease assets 270
%+ Net financing reveriue - - S 544 ..
Other revenue
86 - L
Serv1cmg asset valuation and hedge actwmes, net (87)
otal servxcmg mcome, net PRI Tl i'.. NS IR w o ) ‘:1:;_’:19 o 270
Insurance prennums and service revenue eamed : 375
Gainonmortgageandautomonve loans, net {'f"‘{j-,'»' ST Tl s I ¢ SR 90
Loss on extmgulshment of debt - 39
Other gam onmvestments et ':_\;_ - SRR S : : — o0 L Cag
Other income, net of losses 277 204
Total other fevemie . ‘.,.""-‘Eg-. T S L RN T 1w T T 1008
Total net revenue : 1,856 1,552
Provision for loan losses R : :_ Lo S - 140 113
Noninterest expense
Compensation and benefits expense -  . v T 7 ’ : 475 L 424
Insurance losses and loss adjustment expenses . 159 170
Other opemtmg expenses - : o - - . 716 746
Total noninterest expense . 1,350 1,340
Income from conhnuing operations before i mcome tax expense (benefit) ‘ ' ' 366' ’ 99
Income tax expense (benefit) from continuing operatnms 64 (70y
Net iricome from continuing operations . ° B ' B ' B (1 ' 169~
Income (loss) from discontinued operatlons, net of tax 8 (23)
Net inconie ' ' 310 146
Other comprehenslve income (loss), net of tax 187 (25)
Comprehensive income : ) ) s . 497 $ 121 -

Statement continues on the next page.
The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.

3
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Condensed Consolidated Statement of Comprehensive Income (unaudited)

Ally Financial Inc. « Form 10-Q

Three months ended March 31,

(8 in millions except per share data) ) 2012 2011
Net income (Joss) atiributable to common. shareholders oL T L IR A

Neti income from contmumg operatlons $ 302

Preferred slock dwxdends-—-U S, Depanmenl of Treasury. © L S o S 3.

Preferred stock dwldends 7 .

Impact of prefem:d slock umendment 3 . . . : MR

Net income (loss) from continumg opcratmns attrlbutable to commeon shareholders (a) 101

Income (oss) from discontinued operations, net of tax i T g

Net income (loss) ntmbutable to common shareholders 109 $ (23)

Basic welghtcd-averagc common shares outstandmg s 1,330,‘);7'0-~»

Diluted weighted-average commoi shares outstandidg (a) 1,330,970 1,330,970

Basic carnings per cormon sharé
Net income (loss) from continuing operations
Income’ (loss) from dlscontmue

Net income (loss)

Dilﬁtéd’%ﬁ’iﬁiné’s"’pé‘n’-’ ‘c’b’ﬁiihoif"s:héfé a)

Net i income (1oss) from contl umg o erations
Incomé (loss) from di i ations s . . ]
Net income (loss) $ 82 $ (19

(a) Duetothe anfidiiutive effect of converting the Fixed Rate Cumulative Mandatorily Convertible Proforred Stoek into common shares and The net income (loss) atirbutable to common
sharcholders for the three months ended March 31, 2012 and 2011, income (loss) attributable to common shareholders and basic weighted-average common shares outstanding were used
to caloulate basic and diluted earnings per share. .

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.

4
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Condensed Consolidated Balance Sheet (unaudited)

Ally Financial Inc, » Form 10-Q

(% in millions) March 31,2012 December 31, 2011

Assets

Cash and cash equivalents _
Noﬁinlcr_csl-bcaring . R : oL LG 2,279 g 2,475
Interest-bearing 10,800 10,560
Total cash and cash équivalents -~ oGl el TR CTTUR0m9 e 13,0350

Tradmg assets ' 622

Investment scourities . rin 15,135

Loans held for—sale, net ($1 823 and $3,! 919 falr value-elected) _ ,8.,55:7_

Fmance recelvables and Ioans net ($832 and $835 fair value-elected) 119,818 114,755

Al[owance for loan losses

Total finance recelvables and Ioans, net
Investment in operatmg leases net
Mortgage scrvtcmg rights
Premlums rccexvable and olhcr lnsurance asscts
Other assels .
Assets .‘i.al_‘dperal_iori's hé_ld»('éﬁéélc: .

Total assets . $ 186,350 $ 184,059
Liabiitigs-- - .- ‘ ' ' e : '
Deposit habxlmcs

Nommerest—bearmg S S IR O _' BN X U S "'2,'0'29"."“

Interest-bearing 44,892 43,021
~ Total deposit liabilities . AP [ 47,206 LT 450800
Short-term borrowings ) 7,203 7,680
Long-term debt (§828 and $830 fur value-clected) - -G, v hin RERIUNT Tggn e T 92,7940
Interest payable . 1,675 1,587
Uneamed insurance premiums and service revenue ' o ) L Do e 2,632 - S 2,576
Reserves for insurance losses and loss adjustment expenses ' 565 580
Accrued expenses and other liabilities ($30 and $29 fair value-elected) - . o 13,089 . 14,_()8.3\l o
Liabilities of operations held-for-sale ) 323 337
Total liabilities — - ST T 166,683 164,688 <
Equity
‘Common stock and paid-in capital h _V BET ‘ " " 19,668 A o ' ) 19.668
Mandatorily convertible preferred stock held by U.S. Depanment of Treasury 5,685 5,685
Preferred stock _ : o sl o . : 1A,255 . E B s 1,255
Accumulated deficit (7,215) ’ (7,324)
Accumulated other comprehensive income ) a o 274 R 87
Total equity 19,667 19,371
Total liabilities and equity L $ 186,350 3 184,059

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements,

5
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Condensed Consolidated Balance Sheet (unaudited)

Ally Financisl Inc. « Form 10-Q

The assets of consolidated variable interest entities that can be used only to settle obligations of the consolidated variable interest entities and the
labilities of these entities for which creditors (or beneficial interest holders) do not have recourse to our general credit were as follows.

($ in millions) ) March 31, 2012 December 31, 2011
Loans held-for-sale, net

Finance receivables and loans, net

Finance receivables and loans, net ($832 and $835 fair value-elected)

.Aildf\ﬂgﬁéé,forzlogﬁ10’5'56'315“:5-’ Ll e

Total finance receivables and loans, ne

Inve: _' in\ént_ in ‘operating lease:
Other assets
Tdtq]{aﬁséis"gij _

Liabilities Tk
Short-term borrowings
Loigtefm debt (5828 and $830 faif valueselected) o L
Interest payable '

Acorued xpnses and other lisbilities
Total liabilities

3 35,870 $

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.

6
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Condensed Consolidated Statement of Changes in Equity (unaudited)

Ally Financial Inc. » Form 10-Q

Mandatorily convertible preferred

Common stock and stock held by U.S. Preferred i Accumulated other Total
(8 in millions) : paid-in capital Department of Treasury stock Accumulated deficit  comprehensive income  equity
Balance at Jamiary 1; 2011 - TII9668 . 5. w5685 S.128T. S . .(6810)  S... . 259, 520489
Net income 146 146
Preferred stack dividends —U.S. Dé)_:n_nmc,n(':'b[ . - P e R
Treasury | L 134 {3

Preferred stock dividends ' (695 (69)-
ScncsA preferred slock nmcndmcnt (a) _' : V LR R AL (32) . 32 o R, T
Other comprehensive loss, net of tax . ] 25) (25)
Balance st Marcli 31, 201 U G570 9,668 T UseRsN T LR st s T L (6,438) 10S- iy $20,407::
Balance at January 1, 2012 $ 19,668 3 5,685 $ 1,255 $ (7,324) $ 87 $19,371
Preferred stock dividends — U.S. Department of A o

. Treasury (134)
Picforred sto'_éj'((:liv-idends. IR . (67) .
Other comprehensivé income, net of tax
Balance af March 31, 2012 TSUUN9668 8 i o 5685 s 1255 S (7,215)

(a) Refer to Note 20 to the Consohdated Fmaucxal Statements in our 2011 Annual Report on Form 10-K for further detail,
The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.
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Three months ended March 31, (8 in mzllmns) . ' 2012 2011

Operatlng BOAVIHES - o ooy o e B R LR ST
Net income : 3 310 $ 146
Rcconclhauon ofnet income to net cash provided | by operating activities. o L T  ' L L R
Dcprecxatxon and amomzatxon 568 7
Changes in fair value of mortgagc servxcmg nghts m (117)
Prov:sxon forloanlosses i ERTR Lo L. . 140 T T
Gam on sale of loans, net ' ‘ _ A (131) (9%
' e e U e T 60
— 39
AR TR TP e 26,
Procceds from sales and repaymcnts of loans hcld»for—sale - i 11,111 15,835

Oihcr:mpalmwnt B

Loss on extmgulshmcnt of debt

Ongmulmns and purchascs of loans Theld- for—salc _:- T

Tradmg sccuntlcs

(268)
e
86
Other e T R e R s
_ Other llabllmes . _ s L (865)

- ~.-:.j‘0ther,net A _A.'.:.'E R X :..: P T R RRL 196 ..
Net cash provided by operatmg actlvmes 2,142

'_-:'_Defcrred mcome taxes

Interest payable

Investmg achvilies.

Purchases of avaxlable-for—salc secuntlcs (3 172)

1,103
Net mcreasc in ﬁnancc rccewables and loans S, S ! - .,_V_'(t},.'z__f{ﬁ)) .
Purchases of operatmg lease assets (1,468) - (1,933)
e e R e e ees 1882
Procccds from sale of busmess umts net (a) ) 29 46
Othgr, net_ L S Lo ST . ’ ‘,: SRR '.‘I : . 33 591
Net cash used in investing activities (4,070) (3,614

Proceeds from matuntles of avaxlablc—for—sale securities

D:sposals of opera(mg lease assels

Statement continues on the next page.
The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.
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Three months ended March 31 ($ in mzllzons) 2012 2011

Financing actlvmcs B S

Net change in short-term borrowmgs (546) » 87
B 131 1670

Net inerease in bank deposxts o .
10,749 13,804

Proceeds from i issuance of long-term debt 9 )
o S Aoz (1321,

Repayments of long lerm debt -

Dividends pald ' _(2(_)0.) N (228)
Oﬂrcr,ne( LT ) 352 -7 83
Net cash provrded by ﬁnancmg actlvmes 2 068

. ey
M

Effect of exchange-rate changes on cash and cash equlvalents

Net (decrease) increase m cash and cash equrvalents
Ad)ustmem for change in. cash and cash equxvalents of operahons he!d-for-sale (a) (b) ' -
Cash and cash equivalents at beginning of yenr

13,035
U 13,079,

Cashand cash’ equwa]ents at March 31,

Supplemental disclosures

Cash paid for
Interest
Income raxes

5 1218 S 1465

Noncash 1tcms
Transfer of mortgage servrcmg nghts mlo lradmg securmes :hrough cemﬁcatwn

Other dlsclosures
Pmceeds from sales and repayments of mongage loans ‘held-for-invéstment ongmally deslgnated as held- for-sa!

(a) The amounts are net of cash and cash equivalents of $64 mrlhon at Macch 31, 2012, and $7 miltion at March 31, 2011, of business units at the time of disposition.
(b)  Cash flows of discontinued operations are reflected within operating, investing, and financing activitics in the Condensed Consolidated Statement of Cash Flows. The cash balance of
these operations is reported as assets of operations held-for-sale on the Condensed Consolidated Balance Sheet.

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.

9




12-12020-mg Doc 2828-19 Filed 02/01/13
Entered 02/01/13 20:06: ibit S-
' Pg 12 of 70 40 Exhibit S-1

Table of Contents

Notes to Condensed Consolidated Financial Statements (unaudited)

Ally Financial Inc, » Form 10-Q

1. Description of Business, Basis of Presentation, and Changes in Significant Accounting Policies

Ally Financial Inc. (formetly GMAC Inc. and referred to herein as Ally, we, our, or us) is a leading, independent, globally diversified, financial services
firm, Founded in 1919, we are a leading automotive financial services company with over 90 years experience providing a broad array of financial products
and services to automotive dealers and their customers. ‘We are also one of the largest residential mortgage companies in the United States. We became a bank
holding company on December 24, 2008, under the Bank Holding Company Act of 1956, as amended. Our banking subsidiary, Ally Bank, is an indirect

wholly owned subsidiary of Ally Finencial Inc. and a leading franchise in the growing direct (online and telephonic) banking market. .

Our accounting and reporting policies conform to accounting principles generally accepted in the United States of America (GAAP), Additionally, where
applicable, the policies conform to the accounting and reporting guidelines preseribed by bank regulatory authorities. The preparation of financial statements
in conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and that affect income and expenses during the reporting period. In developing the estimates and assumptions, management uses all
available evidence; however, actual results could differ because of uncertainties associated with estimating the amounts, timing, and likelihood of possible
outcomes, : . .

The Condensed Consolidated Financial Statements at March 31, 2012, and for the three months ended March 31, 2012, and 2011, are unaudited but
reflect all adjustments that are, in management’s opinion, necessary for the fair presentation of the resuits for the interim periods presented. All such
adjustments are of a normal recurring nature. These unaudited Condensed Consolidated F inancial Statements should be read in conjunction with the audited
Consolidated Financial Statements (and the related notes) included in our Annual Report on Form 10-K for the year ended December 31, 2011, as filed on
February 28, 2012, with the U.S. Securities and Exchange Commission (SEC). o

Residential Capital, LLC

Residential Capital, LLC (ResCap), one of our mortgage subsidiaries continues to be negatively impacted by the events and conditions in the mortgage
banking industry and the broader economy that began in 2007, Market deterjoration has led to fewer sources of, and si gnificantly reduced levels of, liquidity
available to finance ResCap's operations. ResCap is highly leveraged relative to its cash flow and has recognized credit and valuation losses and other charges
resulting in a significant deterioration in capital. In the future, ResCap may also continue to be negatively impacted by exposure to representation and
warranty obligations, adverse outcomes with respect to current or future litigation, fines, penalties, or settlements related to our mortgage-related activities,
and additional expenses to address regulatory requirements. ResCap is required to maintain consolidated tangible net worth, as defined, of $250 million at the
end of each month, under the terms of certain of its credit facilities. For this purpose, consolidated tangible net worth is defined as ResCap's consolidated
equity excluding intangible assets. ResCap's consolidated tangible net worth was $399 million at March 31, 2012, and ResCap remained in compliance with
all of its consolidated tangible net worth covenants. During the fourth quarter of 2011, ResCap's consolidated tangible net worth was temporarily reduced to
below $250 million, This was, however, immediately remediated by Ally through a capital contribution, which was provided through forgiveness of
intercompany debt during Janvary 2012, Notwithstanding the immediate cure, the temporary reduction in tangible net worth resulted in a covenant breach in
certain of ResCap's credit facilities as of December 31, 2011, ResCap obtained waivers from all applicable lenders with respect to this covenant breach and an .
acknowledgment letter from a Government-sponsored Enterprise indicating they would take no immediate action as a result of the breach. In the future, Ally
may choose not to remediate any further breaches of covenants.

ResCap did not make a semi-annual interest payment that was due on April 17, 2012, related fo $473 million of unsecured debt principal, which matures
in 2013, The interest due was $20 million. The indenture provides that a failure to pay interest on an interest payment date does not become an event of )
default unless such failure continues for a period of 30 days. ResCap has significant additional near-term interest and principal payments on its outstanding

debt securities and credit facilities.

Ally or ResCap may take additional actions with respect to ResCap as each party deems appropriate. These actions may include, among others, Ally
providing or declining to provide additional liquidity and capital support for ResCap; Ally purchasing assets from ResCap; assct sales by ResCap to third
parties, or other business reotganization or similar action by ResCap with respect to all or part of ResCap and/or its affiliates. This may include a
reorganization under bankruptcy laws, which ResCap is actively considering.

ResCap remains heavily dependent on Ally and its affiliates for funding and capital support, and there can be no assurance that Ally or its affiliates will
continue such actions or that Ally will choose to execute any further strategic transactions with respect to ResCap or that any transactions undertaken will be
successful. Consequently, there remains substantial doubt about ResCap's ability to continue as & going concern. Should Ally no longer continue o support
the capital or liquidity needs of ResCap or should ResCap be unable to successfully execute other initiatives, it would have a material adverse effect on

ResCap's business, results of operations, and financial position.

Ally has extensive financing and hedging arrangements with ResCap that could be at risk of nonpayment if ResCap were 1o file for bankruptcy. At
December 31, 2011, Ally had funding arrangements with ResCap that included $1.0 billion of senior secured credit facilities (the Senior Secured Facilities)
and a $1.6 billion line of credit (Line of Credit) consisting of a §1.1 billion secured facility and a $500 million unsecured facility. The Senior Secured
Facilities and Line of Credit had a maturity date of April 13, 2012. Ally extended the maturity date of the Senior Secured Facilities and the $1.1 billion
secured facility under the Line of Credit to May 14, 2012. The $500 million unsecured facility under the Line of Credit was not extended. ‘At March 31, 2012,
the $1.0 billion in Senior Secured Facilities were fully drawn, and $410 million of the remaining 1.1 biltion Line of Credit was drawn. At March 31, 2012,

the hedging arrangements were fully collateralized.
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Amounts outstanding under the secured financing and hedging arrangements fluctuate, If ResCap were to file for bankruptcy, ResCap's repayments of its
secured financing facilities to us could be slower. In addition, we could be an unsecured creditor of ResCap to the extent that the proceeds from the sale of our
collateral are insufficient to repay ResCap's obligations to us. It is possible that other ResCap creditors would seek to recharacterize our loans to ResCap as
equity contributions or to seek equitable subordination of our claims so that the claims of other creditors would have priority over our claims. In addition,
should ResCap file for bankruptey, our $399 million investment related to ResCap's equity position as of March 31, 2012 , would likely be reduced to zero, If
a ResCap bankruptcy were to occur, we could incur significant charges, substantial litigation could result, and repayment of our credit exposure to ResCap
could be at risk. We currently estimate a range of reasonably possible losses arising at the time of a ResCap bankruptoy filing, including our investment in
ResCap, to be between $400 million and $1.25 billion . This estimated range is based on significant judgment and numerous assumptions that are subject to

change, and which could be material,

Significant Accounting Policies
Incomie Taxes ‘ o } : :

In calculating the provision for interim income taxes, in accordance with Accounting Standards Codification (ASC) 740, Income Taxes , we apply an
estimated annual effective tax rate to year-to-date ordinary income. At the end of each interim period, we estimate the effective tax rate expected to be
applicable for the full fiscal year. We exclude and record discretely the tax effect of unusual or infrequently oceurring items, including, for example, changes
in judgment about valuation allowances and effects of changes in tax law or rates. The provision for income taxes in tax jurisdictions with a projected full year
or year-to-date loss for which a tax benefit cannot be realized are estimated using tax rates specific to that jurisdiction. '

Refer to Note 1 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-K regarding additional significant accounting policies,

Recently Adopted Accounting Standards
Financial Services - Insurance ~ Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts (ASU 2010-26)

As of January 1, 2012, we adopted Accounting Standards Update (ASU) 2010-26, which amends ASC 944, Financial Services - Insurance . The
amendments in this ASU specify which costs incurred in the acquisition of new and renewal insurance contracts should be capitalized. Ail other acquisition-
related costs should be expensed as incurred. If the initial application of the amendments in this ASU results in the capitalization of acquisition costs that had
not been previously capitalized, an entity may elect not to capitalize those types of costs. Both retrospective application and early adoption was permitted. We
elected prospective application and did not early adopt the ASU. The adoption did not have a material impact to our consolidated financial condition or results

of operations.

Fair Value Measurcment - Amendments to Achieve Common Fair Value Measurement and Disclosure Requiréments in U.S. GAAP and IFRSs (ASU
2011-04) : _

As of January [, 2012, we adopted ASU 2011.04, which amends ASC 820, Fair Value Measurements . The amendments in this ASU clarify how to
measure fair value and it contains new disclosure requirements to provide more transparency into Level 3 fair value measurements. 1t is intended to improve
the comparability of fair valse measurements presented and disclosed in financial statements prepared in accordance with U.S. GAAP and IFRS. The ASU
must be applied prospectively. The adoption did not have a material impact to our consolidated financial condition or results of operations.

Intangibles-Goodwill and Other - Testing Goodwill for Impairment (ASU 2011-08)

As of January 1, 2012, we adopted ASU 2011-08, which amends ASC 350, Intangibles-Goodwill and Other . This ASU pemnits the option of
performing a qualitative assessment before calculating the fair value of a reporting unit in step 1 of the goodwill impairment test. If it is determined, on the
basis of qualitative factors, that the fair value of a reporting unit is more likely than not more than the carrying amount, the two-step impairment test would
not be required. Otherwise, further evaluation under the existing two-step framework would be required. The adoption did not have a material impact to our
consolidated financial condition or results of operation. ‘

Recently Issued Accounting Standards -

Balance Sheet - Disclosures about Offsetting Assets and Liabilities (ASU 2011-11)
) In December 201 1, the Financial Accounting Standards Board issued ASU 2011-11, which amends ASC 210, Balance Sheet . This ASU contains new
disclosure requirements regarding the nature of an entity's rights of setoff and related arrangements associated with its financial instruments and derivative
instruments. The new disclosures will give financial statement users information about both gross and net exposures. ASU 2011-11 is effective for us on
January 1, 2013, and retrospective application is required. Since the guidance relates only to disclosures, adoption is not expected to have a material effecton
our consolidated financial condition or results of operation.
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3. Discontinued and Held-for-sale Operations .
We classify operations as discontinued when operations and cash flows will be eliminated from our ongoing operations and we do not expect to retain
any significant continuing involvement in their operations after the respective sale transactions. For all periods presented, all of the operating results for these

discontinued operations were removed from continuing cperations and were presented separately as discontinued operations, net of tax, in the Condensed
Consolidated Statement of Comprehensive Income . The Notes to the Condensed Consolidated Financial Statements were adjusted to exclude discontinued
operations unless otherwise noted.

Select Mortgage — Legacy Portfolio and Other Operations
-During the fourth quarter of 2011, we committed to sell the Canadian mortgage operations of ResMor Trust. We expect to complete the sale during
2012

Select Global Automotive Services — Insurance Operations

During the fourth quarter of 2011, we committed to sell our U.X.-based operations that provide vehicle service contracts and insurance products in
Burope and Latin America. We expect to complete the sale during 2012, During the second quarter of 2011, we completed the sale of our UK. consumer
property and casualty insurance business. o :

Select Global Automotive Services — International Automotive Finance Operations

During the fourth quarter of 2011, we committed to sell our full-service leasing operations in Austria, Germany, Greece, Portugal, and Spain. We
continue to negotiate with a potential buyer and expect to complete the sale during 2012. During the first quarter of 2012, we completed the sale of our
Venezuela operations.

Select Financial Information

Select financial information of discontinued operations is summarized below. The pretax income or loss, including direct costs to transact, includes any
jmpairment recognized to present the operations at the lower-of-cost or fair value. Fair value was based on the estimated sales price, which could differ from
the ultimate sales price due to the fluidity of ongoing ne gotiations, price volatility, changing interest rates, changing foreign-currency rates, and future
economic conditions. :

Three months ended
March 31,

2012 2011

(8 in millions)
Sel ‘ Bag;
Total net revenue (loss)

- Preti 'lbés_iricludiné direct ‘costs to fransact a.sale

Tax benefit

Total net revenue

Pretax income including
Tax expense -
Sel_e'c‘t'Glébal Auloméi‘iVe S}érvit;'c.;s — Intemai_ionul opcrationé
Total net revenue
Preta&c ihcomvc_u_(.l‘oss)' ipéluding direct costs to transact a sale (a)
Tax expense ‘ :
(a) Includes certain income tax activity recognized by Corporate and Other.
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Held-for-sale Operations
The assets and liabilities of operations held-for-sale are summarized below.

Select Seleet Select
Mortgage — Global Automotive Services — Global Automotive Services - Total
Legacy and Insurance International held-for-sale
March 31, 2012 ($ in mtllzons) ) Other operations (a) operations (b) operations (c) operations
Assets T TP, T T .
Cash and cash equivalents o
Nonintérés@-bca_ring_ $ — .5 <3 270 e B0 30
Interest-bearing — ) 70 5 5
Total oieh snd owh squvaleats |~ TR e

Investment securities

Loans held-for-sale, net
Finance recelvables and Ioans, net

‘ Finance recewables andlosns met T T gy v
Allowance for loan losses —_—

—_ 193
P B 2020

Total finance receivables and loans,

Investment in opcratmg leases net :

Premlums recexvable and other
msurance agsets ° B

Other assets

Impamne_nt nasqcts of held- )
operation, :

N R -

Total assets s 563 $ 359

86 $ 1008

Unearned insurance premiums and
servxce revenue

adjuslmcnt expenses

6 3

Accrucd expenses and other habllxtles

- 8 136

8 o

Total liabilities '

() Includes the Cenadian mortgage operations of ResMor Trust.
(6)  Includes our U.K.-based operations that provide vehicle service contracts and insurance products.
(¢) Includes our full-service leasing operations in Austria, Germany, Greece, Portugal, and Spain.
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Select Select Select .
Mortgage ~ Global Automotive Services — Global Automotive Services ~ Total
Legacy and Insurance International held-for-sale
December 31, 2011 (8 in millions) Other operations (a) operations (b) operations (c) operations
) Asseﬁs_I — - - —— - -

‘Cash and cash equivalents _
‘Nonﬁtéi{cst-ﬁearing S FRCORNER S 2 55 8 59
Interest-bearing — 38 92
'::‘Tdtélzcésl]'hﬂaéésli 'cqui'valéhtié"' R Tgy o - L 151

. — 186

ti

'Financc receivables and loans, net o

Finanice receivables and loans, et - ST g
Allowance for loan losses — — 1) (O

operatis R .
Total assets $ 685 $ ) 335 $
Tiabi T

Unearned insurance premiums and sérvicc
revenue

closses anddoss ..
adjustment expenses™ -

Accrued expenses and other fiabilities
Total liébil_iﬁc_s: ?3"_1,' R T S g0 8 A
(a) Includes the Canadian mortgage operations of ResMor Trust.

(b) Includes our U.K.-based operations that provide vehicle service contracts and insurance products,
(¢) Includes the operations of Venezuela and our full-service leasing operations in Austria, Germany, Greece, Portugal, and Spain.

80 82
R L
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Recurring Fair Value
The following tables display the assets and liabilities of our held-for-sale operations measured at fair valuc on a recurring basis. Refer to Note 21 for
descriptions of valuation methodologies used to measure material assets at fair value and details of the valuation models, key inputs to these models, and

significant assumptions used.

Recurring fajir value measurements

(8 in millions) Level 1 Level 2 Level 3 Total

March 31, 2012
Asselsin

Investment securities
Ayailable-for-sale seourities™ ..
Debt securities

Foreign government, -, .-

. Corporate debt

" Interest retained in financial asset sales —

U251

Total assets; ..~
December 31, 2011
Assets.

Investment securities

le-for-sale secur,

Debt securities

Other assets . oL .
Inlerest retained in financial asset sales & - B R - : 66 i : i
Total assets $ 171 $ 15 $ 66 $ 252

3. Other Income, Net of Losses
Details of other income, net of losses, were as follows,

Three months ended

March 31,

(3 in millions) . 2012 2011 .
'Mortgage processing fees and: ofher mortgage income - R S s 124 .8 4
Late charges and other administrative fees . 31 33
Income from equity-method investments o S [ o . 29 ]
Remarketing fees 20 37
Fair value adjustment on derivatives () - e : ST I T AL
'Securitization income 1 28
Change due to fair value option elections (b)) ~ = . (14) . (Vl7)
Other, net 5 o 71
Total other income, net of losses - T i : . . 3 277 $ 204

(a) Refer to Note 19 for a description of derivative instruments and hedging activities.
(b) Refer to Note 21 for a description of fair value option clections. :
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4. Other Operating Expenses

Details of other operating expenses were as follows.
Three months ended
March 31,
(8 in millions) 2012 2011
Professional services ' . _ v . . L o us . %6

" Techuology and communications.

Insurance commissions - SR T RS S Rty SRR L
Lease and loan aéministrntion ‘ 46 o 4“4
Regulatory and licensing fees o ' 36
25
24
Mongage represenlal\on and warranty oblxgan . R 19 o
Other 124 167

Advertisving and marketing

Premises and equipment dcprec)auon R

Vehicle remarketing and repossession

Qccupancy

State and local non-mcome taxes

Total other operating expenses ’ . SR

5. Trading Assets
Thc composmon of trading assets was as follows.

($ in millions) March 31,2012 December 31,‘201 1‘

Mortgage-backed residential trading sccunues R o B RN - ER. B L 608
Trading derivatives . 12 . i4 ‘
Total tlradin'gjassets ey s R AP T e L Iges .8 Y AR
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6. Investment Securities
Our portfolio of securities includes bonds, equity securities, asset- and mortgage-backed securities, interests in securitization trusts, and other
investments. The cost, fair value, and gross untealized gains and losses on available-for-sale securities were as follows.

March 31, 2012 December 31, 2011
Gross unrealized Fair Gross unrealized Fa‘ir
(8 in millions) Amortized cost  gains losses value Amortized cost  gains losses value
Available-for-sale securities ' K o ‘ ' o
Debt securities :
U.S_.:’I_‘rgqs_u.r_y‘aqd federal agericies - $ 1,438 $§ 7.8 (1) -$-1444 % - ._ 1,535 $ 135§ (2) 8 n 1,546
States and political subdivisions 1 —_ — 1 1 = — 1
Forcign government - _ St 14 (D e 86465 200 (s
Mortgage-backed residential (a) . 6,773 71 25) 6,819 ’ 7,266 v 87 @Y
" Assétbacked - o ' 2,619 033 (5. 207 2,600 a2 (13
Corporate debt 1,514 45 [¢)] 1,551 1,486 23 (18)
ower . - T T . T o oL
Total debt securities 13,838 170 (40) 13,968 13,979 - 172 (75) 14,076
Equity securities. . .. I 10460 T 240 0 @8 o4 ULiss . 25 (1s4) 1,059

Total available-for-sale securities (b) $ 14,884 $ 194 $ (136) § 14942 § 15,167 $ 197 $ (229 . % 15135
(2) Residential mortgage-backed secutities include agency-backed bonds totaling $5,234 ‘million and $6,114 million at March 31, 2012, and December 31, 2011, respectively.
(b)  Certain entitics related to our Insurance operations are required to deposit securities with state regulatory authorities: These deposited securities totaled $16 miltion at both March 31,

2012, and December 31, 2011.
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The maturity distribution of available-for-sale debt securities outstanding is summarized in the following tables. Prepayments may causc actual
maturities to differ from scheduled maturities. ’

Due after > Due after
Due in one year five years
one year through’ through Due after
Total or less five years ten years ten years (2)
- (8 in millions) - Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield

March 31, 2012 ‘

Fair value ofavallabkofor—salc debt SCC\l[lthS (b) e e AR .
U.S. Treasury and federal agcnctes .S 1,4.44 0 8% $ 241 —% § 12001 1.0% $ 2 —%
Statcs and pohhtal subdwxsxons ; ESE L 1 24" St L SETIRPRLR T L 54 .
Foreign government 864 3.8 . LT
Morigage-backed resxdcnu ) L 6,819 24 [ 24
Asset-backed 2,707 3.0
CO[pOl‘Bté dﬁbk R .:‘ et 1,551 e 2 : 6 . cu 5;2“ -

COther ' 582 571 14 . -

Total available-for-sale debt securitie T80 13,968 S 890 15§ 4100 23 SIL702 3478 1475 2.5

$ 7,217

Amortizcd cost of available-for-salc debt securities $ 13,838 § 890 $ 4,058

Asset-backed i
Corporate debt

$ 14,076

Amortized' cost' ! salé debt securines $ 13,979

(a) Investments wlth To stated maturities are included as contractual maturities of grcater than 10 years. Actual maturmcs ‘may differ due to cail or prcpayment options.
(b) Yields on tax-excmpt obligations are computed on a tax-cquivalent basis.

The balances of cash equivalents were $5.2 billion and $5.6 billion at March 31, 2012, and December 31, 2011, respectively, and were composed
primarily of money market accounts and short-term securities, including U.S. Treasury bills.

The following table presents gross gains and losses realized upon the sales of available-for-sale securities. During the three months ended March 31,
2012, we did not recognize any other-than-temporary impairment on available-for-sale securities.

Three months ended

. - March 31,
(8 in millions) 2012 2011
Gross realized gains T . S T es -8 94 o
Gross realized losses ® (10)
Netreahzcdgams Ty e T Taa
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The following table presents interest and dividends on available-for-sale securities.

Three months ended

March 31,
(8 in millions) . 2012 2011
Taxable interest IR g SRR o $ 79 $ 98 -
Taxable 'div.idends . 5 5
Interest and dividends on available-for-sale securities .~ . § 84 $ 1030

The table below.‘survnmaﬁze‘s available-for-sale securities in an unrealized loss position in accurmulated other comprehensive income. Based on the
methodology described below that was applied to these securities, we believe that the unrealized losses relate to factors other than credit losses in the current
market environment. As of March 31, 2012, we did not have the intent to sell the debt securities with an unrealized loss position in accumulated other
comprehensive income, and it is not more likely than not that we will be required to sell these securities before recovery of their amortized cost basis. As of
March 31, 2012, we had the ability and intent to hold equity securities with an unrealized loss position in accumulated other comprehensive income. Asa
result, we believe that the securities with-an unrealized loss position in accumulated other comprehensive income are not considered to be other-than-
temporarily impaired at March 31, 2012, Refer to Note 1 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-K for additional
information related to investment securities and our methodology for evaluating potential other-than-temporary impairments.

March 31, 2012 December 31, 2011
Less than 12 months . Less than 12 months
12 months or longer 12 months or longer
Fair  Unrcalized Fair Unrcalized  Fair  Unrealized  Fair  Unrealized
(3 in millions) value loss value loss value loss value loss

Available-for-sale securities. - ¢

Debt securities
U.S, Tréasury.and federal agencics
Foreign government
Mortgage-backed residential -
Assct;i)ackcd l

 Corporae debi-

Total temporarily impaired debt securities

(35) $4,588 $ (219 § 94 § an

Total temporarily impaired available-for-sale securities $4,522 § (161}

Teniporafily imipairéd ‘equity securities

7. Loans Held-for-Sale, Net

~ The composition of loans held-for-sale, net, was as follows.

March 31, 2012 December 31,2011
(8 in millions) Domestic Foreign Total Domestic Foreign Total
‘Consumer awtomobile $. - 623 '§ . — 8 623 $ 425 % - § 425
Consumer mortgage
IstMortgage . 35 5334 7360 2 73m

Home equity — 713 740 — 740
Total consumer mortgage (a) - .- - - 35 . 6,047 - 8,100 12 g1z
Commercial and industrial

Other } ' o — S e C 20 L .20
Total loans held-for-sale (b) 3 6,635 3 35 $ 6,670 $ 8,545 $ 12 -8 8,557
(2)  Fair value option-elected domestic consumer mortgages were 51.8 billion and $3.0 billion at March 31, 2012, and December 31, 2011, respectively. Refer to Note 21 for additional’

information.
(b) Totals are net of unamortized premiums and discounts and deferred fees and costs. Included in the totals are net unamortized discounts of $275 million and $221 million at March 315

2012, and December 31, 2011, respectively.
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The following table summarizes held-for-sale mortgage loans reported at carrying value by higher-risk loan type.

(8 in millions) March 31, 2012 December 31, 2011
High original loan-to:value (greater than 100%) mortgage loans e T 7 AR
Payment-option adjustable-rate mortgage loans . 13 12
Intercst-only mortgage loans o ' ' 283 o - 298
Below-market rate (teaser) mortgages 167 169
Total hlgher-nsk mortgage loans held-for-sale (2) G S R 11,040 T8 902

() The majority of these loans are held by our Mortgage chacy Portfoho and Other opcratlons at March 31 2012 and D::ccmber 31, 2011,

8. Finance Receivables and Loans, Net ,
The composition of finance receivables and loans, net, reported at carrying value before allowance for loan losses was as follows.

March 31,2012 December 31, 2011

(3 in millions)

Domestic Forelgn Total Domestic Foreign Total
A0 444 8 1T,TI0 - 7,21 6,57 16,883 8 63459

Consumer automobile

Consumer mortgage

26,552

Commcrcfé[‘rcﬂl estate’

Automobxle ) 2372 o 160 35
s _Moﬂgage L O ‘:',_j‘.. :FZIAZ‘. —.. ) 15 T =15, B 2 14 .14
Total commercial 33,150 8,664 41,814 31,948 8,520 40,468
Loasat fair value (&) 0 L iivisget Uiaa3 o esa ool g3t T a3 835
Total finance receivables and loans (L) $ 93,132 § 26,686 % - 119,818 § 89,096 § 25,659 § 114,755

(a) Includes domestic consumer mortpages 2t fair value as a result of fair value option eleotion. Refor to Note 21 for additional information.
(b)  Totals are net of unearned income; unamortized premiums and discounts, and deferrcd fecs and costs of $3.0 billion and $2.9 billion at March 31, 2012, and December 31, 2011,

respectively.
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The following tables present an analysis of the activity in the allowance for loan losses on finance receivables and loans.

Consumer

Three months ended March 31, 2012 (§ in millxons) automobile

Consumer
mortgage

Commercial Total

* Allowance at January 1,2012 .~ S e $ 766
Charge-offs ’
Domestic o .-::-i. K S I (IOﬁ)
Foreign ‘ (36)

45)

S8 1,503

- (36)

- Totalcharge-offs

LT3y

Ty

TS

Recoveries
o 'Do'r_néscic_'::_" SRR e o . .46
Foreign 16

Total recoveries & % T . a

Allowance st March 31,2012

Allo ance for loan los;es

. Loans acqun'ed thh dctenorated credxt quahty . . 7 1
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Consumer Consumer
Three months ended March 31,2011 (8 in millions) automobile - mortgage Commercial Total
Allowance at January 1,201 $ 970§ 580 $ 323 $ 1,873
Charge-offs
Domestic * (139) C(60) () - (205)
Foreign 42) — . (€2))] (73)
Total charge-offs sy B (60) @GN o s - (218)
Rccovertes )
Domestxc 50 - 3 , C6
Foreign 19 — 11
" Total fécoveries - 269 T 3 O v
Net charge-oifs - a 12) (57 S(20) - - (189)

Provision for loan losses
Other
Allowarice at March 31, 201L. .

Allowance for loan losses
’ lndi\"iduially: evaluéicd for impairment . :
Collectwely cvaluated for 1mpamncnt

_ el_'y' cvaluated for lmpamnent
Loans acquu'ed with detenoramd credit quality

. The following table presents information about significant sales of finance receivables and loans recorded at historical cost and transfers of finance
receivables and loans from held-for-investment to held-for-sale.
Three months ended March 31,

2012 2011

(8 in millions)

Consumer niorigage -’ A
Commercial

Total sales and t[énéférs :
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The following table presents an analysis of our past due finance receivables and loans recorded at historical cost reported at catrying value before
allowance for loan losses.

90 days
30-59 days 60-89 days or more Total Total finance
(8 in millions) past due past due past due past due Current receivables and loans
March31,2012 o , N L e
Consumer automobile $ 612 $ 124 $ 186 $ 922 § 66,292 § 67,214__

Consumer ﬁortgage ) ) . . . ! e
st Mortgage 91 34 165 290 6,648 6,938

Homc ééﬁity S } e e 10 s o ST 2,978 o 3,02@.

Total consumer morgage 107 a B 96 s

Conimercial

Commercial and industrial ) e
a0
1,403

36534

Mortgage
“Eiper S L e el e e e
Commercial real estate

mobile

2
s
118,986

Moﬁgagc . . .
Totalcommeraial TR ey 13 4L
Total consumer and commercial $ 750 $ 171 $ 472 $ 1,393
Décbh)_b,érzfil,zofl_"_,' ::--:';'?',_ . o Yoo T R "-.-'-Zﬁ__' e e e
Consumer automobile $ 802 $ 162 $ 179 $ 1,143 § 62,316 § 63,459

1st Mortgage . 6,891

H'o:mé'véqmtjr‘.t' . e e e ot

Total consumer mortgage
Commereial ., 7 L
Commercial and industrial

Coiﬁmcmal feal.ééf;clte .
o Awemoble 2 1034 37 2M8 2485
Mofigage R 2 12 14 — 14
Total commercial - _ 2 ‘ 4 173 $179 40,289 . 40,468
Total consumer and commercial $ 916 $ 212 $ 532 % 1,660 $ 112,260 § 113,920
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The following table presents the carrying value before allowance for loan losses of our finance receivables and loans recorded at historical cost on
nonaccrual status. ‘

(8 in millions) . March 31,2012 December 31, 2011
Consumer automobile ,  T I N "4 S T 228 B
Consumer mortgage
1S!'Mdﬁg.agc: ; . KO P . S R 246 I R 281 :
Home equity : 52 :

298

Commercial

Comniéreial and industrial " - e R 0
Autor_nobile _ 174 ) - 223
Morigage, " 3 L

‘ Aut_qmobl.ié_”“ _ N _ ) _54

Total commercial . ) 302

d commercial finance Teeivables and loans T s

Management performs a quarterly analysis of the consumer automobile, consumer mortgage, and commercial portfolios using a range of credit quality
indicators to assess the adequacy of the allowance based on historical and current trends. The tables below present the population of loans by quality
indicators for our consumet automobile, consumer mortgage, and commercial portfolios. :

.

The following table presents performing and nonperforming credit quality indicators in accordance with our internal accounting policies for our
consumer finance receivables and loans recorded at historical cost reported at carrying value before allowance for loan losses.

March 31, 2012 ' December 31,2011
(8 in millions) Performing Nonperforming Total Performing rmi Total
& - — T ._ .’21”4... — :

Consumer mortgage

15t Mortga 246 069387 6610,
Home equity 52 3,020 3,044

Total consumet MOMgage. s o660 S . 2987 T8 99588 .. 9,654

The following table presents pass and criticized credit quality indicators based on regulatory definitions for our commercial finance receivables and
loans recorded at historical cost reported at carrying value before allowance for loan losses.

March 31,2012 December 31, 2011
(8 in millions) Pass Criticized () Total Pass Criticized (a)

Commercial

Commercial and industrial

- Awtemobiie 5338 s S 206670 s 136,604 8 SRETY T SRk L
Mortgage 1,250 153 1,403 1,760 oo 151

*Ofer Gl MT I 1260, 883 388
Commercial real estat . ‘ . o
ianelis st e AN R0 .
Mortgage — 15 13 - 14 14
Total commercial © - S $ - 38,855 S 2959 § 41814 § 37412 8 . 3056 ~ 5., 40,468

@  Includes loans classified as special mention, substandard, or doubtiul. These classifications are based on Tegulatory definitions and gonorally represent loans within our portfolio that have

a higher default risk or have already defauited.
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Impaired Loans and Troubled Debt Restructurings
Impaired Loans

Loans are considered impaired when we determine it is probable that we will be unable to collect all amounts due according to the terms of the loan
agreement, For more information on our impaired finance receivables and loans, refer to Note | to the Consolidated Financial Statements in our 2011 Annual
Report on Form 10-K.

The following table presents information about our impeired finance receivables and loans recorded at historical cost,

Unpaid principal Carrying value before Impaired with no " Impaired with an Alowance for
(3 in'millions) balance allowance allowance . allowance : impaired loans
Consumer automobile $ 88 $ 88 $ —_ $ 88 $
Consuhl'é‘f‘l'nbrtgaée' o : T L e T
1st Mortgage 526
Home equity : .~ ... - 1100

88 430

Total consumer mortgage - 626 8 531

Co_mrﬁercial =
Commercial and
industrial
- isitoobil

Mortgage
”Othef
Cqmmercial real estate

B e BT e R
— 26 11
RT3 [ S ISTUES | RURPRNIN S N R

2 13
e L nn R 168 PRI

‘Automobile. -
Mortgage

Tolal cofmercial- - | -

Total consumer and
commercial finance . '
receivables and loans $ 1,016 $ 1,009 5 222 ] . 787 $ 222

Décompor 31,2011
Consumer automobil

6o s

Conshmer martgage .

425 16
523 172

1st Mortgage

Home ety

Total consumer mortgage . 613 606

Commercial R R
Commercial and
industrial

e - i 222 CUleae s T
Mortgage — ) —_ — — : —
- Other T 37 V:“:..:.i_‘_ 37 25 . 12 C 5
Commercial real estate
- Automobile . Y T S 32 36 ST
Mortgage : 12 12 1 11 5
Total commercial . I T T - 217 ' 50

Total consumer and
commercial finance .
receivables and loans $ 1,021 $ 1,014 $ 205 3 809 . $ 229

e ',_.Ai_xtémgﬁilej_i :
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The following table presents average balance and interest income for our impaired finance receivables and loans.

2012 2011
Average Interest Average Interest
Three months ended March 31, (§ in millions) : balance income - balance income
Consumer automobile = T L ' : o e s_‘._‘.:,,_"‘,::.i_f._.8__3v; $ 2 8 - $ —

Consumer mortgage

ls(Moﬂgag g 423 T
Home equity 85
Total consumer morlgege’ -5 5L S i0S

Commercial

A\;t_omobile Co : ‘ A 336

Automobile

.. Morigage:

Total commercial

ables and foans

Total consumér and commercial finang

Tioubled Debt Restructurings .
TDRs are loan modifications where concessions were granted to borrowers experiencing financial difficulties. Numerous initiatives, such as Home
Affordable Modification Program are in placeto provide support to our mortgage customers in financial distress, including principal forgiveness, maturity
extensions, delinquent interest capitalization, and changes to contractual interest rates. Additionally for automobile loans, we offer several types of assistance
to aid our customers including changing the due date, and rewriting the loan terms. Total TDRs recorded at historical cost and reported at carrying valug
before allowance for loan losses at March 31, 2012, increased $38 miltion to $772 million from December 31, 2011. Refer to Note 1 to the Consolidated
Financial Statements in our 2011 Annual Report on Form 10-K for additional information. :

The following table present information related to finance receivables and loans recorded at historical cost modified in connection with a troubled debt
restructuring during the period.

2012 . 2011
’ Pre-medification Post-modification Pre-modification Post-modification
Three months ended March 31,  Number of carrying value before carrying value before - Number of catrying value before carrying value before
(8 in millions ) loans allowance allowance loans . allowance allowance
Consumner aufomobile: |~ . * ToAeT. -8 3. .8 3: 28 s o8

Home equit;'

T —
‘ Cominercial
Co_x‘nnﬁeréia‘l:and industrial K o
Automobile 3

Commercial real estate

Mortgage — — ' — — —

Total consumer and commercial :
finance receivables and loans 3,046 $ . 76 $ 74 1,572 § 77 $ 75
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The following table present information about finance receivables and loans recorded at historical cost that have redefaulted during the reporting period
and were within 12 months or less of being modified as a troubled debt restructuring. Redefault is when finance receivables and loans meet the requirements
for evaluation under our charge-off policy (Refer to Note 1 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-K for additional
information) except for commercial finance receivables and loans where default is defined as 90 days past due. '

2012 2011
Three months ended March 31, (§ in Number of Carrying value Numberof Carrying value
millions ) loans before allowance Charge-off amount loans before allowance Charge-off amount
Consimer automobile ~ PR 208 R T T T T Ty T
Consumer mortgage .
st Mortgage - 5 g ! ;; -
Home equity 4 2 — —

Total consuimer mortgage =~
Commercial

Coriimereial'and jridustria

Automobile

Total comi

Total consumer and commercial finance _
receivables and loans 19 $ 6 3 2 3 $ — b3 —

At March 31, 2012, and December 31, 2011, commercial commitments to lend additional funds to debtors owing receivables whose terms had been
modified in a troubled debt restructuring were $19 million and $45 million, respectively. ‘

Higher-Risk Mortgage Concentration Risk
The following table summarizes held-for-investment mortgage finance receivables and loans recorded at historical cost and reported at carrying value
before allowance for loan losses by higher-risk loan type.

(8 in millions) March 31, 2012 December 31, 2011

Interest-only mortgage Toans (a) "

Below-market rate (teaser) mortgages

Total higher-risk morigage finance receivables
{a) The majority of the interest-only mortga|
(b)  The majority of these loans are held by our Mortgage Legacy Portfalio and Other operations at March 31,2012, and December 31, 2011 .

9, Investinent in Operating Leases, Net
Investments in operating leases were as follows.

(8 in millions) March 31, 2012 December 31, 2011
Vehicles and other equipinent e T T Y T, 11,1605 .
Accumulated depreciation ' ' (1,935) (1,885)

Invéstment in operating leases, n

Depreciation expense on operating lease assets includes remarketing gains and losses recognized on the sale of operating lease assets. The following
summarizes the components of depreciation expense on operating lease assets.

Three months ended March 31,

(8 in millions) 2012 2011
Depreciation expense on operating lease assets (excluding remarketing gains) . e $ 347 B R -
Remg.rkéting pains - . A B . . v (54) o (120)“ ‘
Depreciation expense on operating lease assets .~ oo o o 0§ . .293 .. ..§... 1270 .
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10. Securitizations and Variable Interest Entities

Overview .
We are involved in several types of securitization and financing transactions that utilize SPEs. An SPE is an entity that is designed to fulfill a specified
limited need of the sponsor. Our principal use of SPEs is to obtain liquidity and favorable capital treatment by securitizing certain of our financial assets.

The SPEs involved in securitization and other financing transactions are gencrally considered variable interest entities (VIEs). VIEs are entities that have
either a total equity investment that is insufficient to permit the entity to finance its activities without additional subordinated financial support or whose
equity investors lack the ability to control the entity's activities,

Securitizations : -

We provide a wide range of consumet and commercial automobile loans, operating leases, and mortgage loan products to a diverse customer base. We
often securitize these loans and leases (which we collectively describe as loans or financial assets) through the use of securitization entities, which may or may
not be consolidated on our Consolidated Balance Sheet. We securitize consumer and commercial automobile loans and operating leases through private-label
securitizations. We securitize consumer morigage loans through transactions involving the Federal National Morigage Association (Fannie Mae), the Federal
Home Loan Mortgage Corporation (Freddie Mac), and the Govemment National Mortgage Association (Ginnie Mae) (collectively the Goyernment-
Sponsored Enterprises or GSEs), or private-label mortgage securitizations. During the three months ended March 31, 2012 and 2011, our consumer mortgage

loans were primarily securitized through the GSEs.

In exécuting a securitization transaction, we typically sell pools of financial assets to a wholly owned, bankruptcy-remote SPE, which then transfers the
financial assets to a separate, transaction-specific securitization entity for cash, servicing rights, and in some transactions, other retained interests. The
securitization entity is funded through the issuance of beneficial interests in the securitized financial assets. The beneficial interests take the form of either
notes or trust certificates which are sold to investors and/or retained by us. These beneficial interests are collateralized by the transferred loans and entitle the
investors to specified cash flows generated from the securitized loans. In addition to providing a source of liquidity and cost-cfficient funding, securitizing
these financial assets also reduces our credit exposure to the borrowers beyond any economic interest we may retain.

Each securitization is governed by various legal documents that limit and specify the activities of the securitization entity. The securitization entity is
generally allowed to acquire the loans, to issue beneficial interests to investors to fund the acquisition of the loans, and fo enter into derivatives or other yield
maintenance contracts (e.g., coverage by monoline bond insurers) to hedge or mitigate certain risks related to the financial assets or beneficial interests of the
entity. A servicer, who is generally us, is appointed pursuant to the underlying legal documents to service the assets the securitization entity holds and the
beneficial interests it issues. Servicing functions include, but are not limited to, making certain payments of property taxes and insurance premiums, default
and property maintenance payments, as well as advancing principal and interest payments before collecting them from individual borrowers. Our servicing
responsibilities, which constitute continued involvement in the transferred financial assets, consist of primary servicing (i.c., servicing the underlying
transferred financial assets) and/or master servicing (i.e., servicing the beneficial interests that result from the securitization transactions). Certain
securitization entities also require the servicer to advance scheduled principal and interest payments due on the beneficial interests issued by the entity
regardless of whether cash payments are received on the underlying transferred financial assets. Accordingly, we are required to provide these servicing
advances when applicable. Refer to Note 11 for additional information regarding our servicing rights.

The GSEs provide a guarantee of the payment of principal and interest on the beneficial interests issued in securitizations. In private-label
securitizations, cash flows from the assets initially transferred into the securitization entity represent the sole source for payment of distributions on the
beneficial interests issued by the securitization entity and for payments to the parties that perform services for the scouritization entity, such as the servicer or
the trustee. In certain private-label securitization transactions, a liquidity facility may exist to provide temporary liquidity to the entity, The liquidity provider
generally is reimbursed prior to other parties in subsequent distribution periods. Monoline insurance may also exist to cover certain shortfalls to certain
investors in the beneficial interests issued by the securitization entity. As noted above, in certain private-label securitizations, the servicer is required to
advance scheduled principal and interest payments due on the beneficial interests regardless of whether cash payments are received on the underlying
transferred financial assets. The servicer is allowed to reimburse itself for these servicing advances. Additionally, certain private-label securitization
transactions may allow for the acquisition of additional loans subsequent to the initial loan transfer. Principal collections on other loans and/or the issuance of
new beneficial interests, such as variable funding notes, generally fund these loans; we are often contractually required to invest in these new interests.

We may retain beneficial interests in our private-label securitizations, which may represent a form of significant continuing economic interest. These
retained interests include, but are not limited to, senior or subordinate mortgage- OF asset-backed securities, interest-only strips, principal-only strips, and
residuals. Certain of these retained interests provide credit enhancement to the trust as they may absorb credit losses or other cash shortfalls, Additionally, the
securitization agreements may require cash flows to be directed away from certain of our retained interests due to specific over-collateralization requirements,
which may or may not be performance-driven. :

We generally hold certain conditional repurchase options that allow us to repurchase assets from the securitization entity. The majority of the
securitizations provide us, as servicer, with a call option that allows us to repurchase the remaining transferred financial assets or outstanding beneficial
interests at our discretion once the asset pool reaches a predefined level, which represents the point where servicing
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becomes burdensome (a clean-up call option). The repurchase price is typically the par amount of the loans plus accrued interest, Additionally, we may hold
other conditional repurchase options that allow us to repurchase a transferred financial asset if certain events outside our control are met. The typical
conditional repurchase option is a delinquent loan repurchase option that gives us the option to purchase the loan of contract if it exceeds a certain '
prespecified delinquency level. We generally have complete discretion regarding when or if we will exercise these options, but generalty, we would do so

only when it is in our best interest.

Other than our customary representation and warranty provisions, these securitizations are nonrecourse to us, thereby transferring the risk of future credit
losses to the extent the beneficial interests in the securitization entities are held by third parties. Representation and warranty provisions generally require us to
repurchase loans or indemnify the investor or other party for incurred losses to the extent it is determined that the loans were ineligible or were otherwise
defective at the time of sale. Refer to Note 24 for detail on representation and warranty provisions. We did not provide any noncontractual financial support to
any of these entities during the three months ended March 31, 2012 and 2011,

Otlher Variable Interest Entities
Servicer Advance Funding Entity

To assist in the financing of our servicer advance receivables, we formed an SPE that issues variable funding notes to third-party investors that are
collateralized by servicer advance receivables. These servicer advance receivables are transferred to the SPE and consist of delinquent principal and interest
advances we made as servicer to various investors; property taxes and insurance premiums advanced to taxing authorities and insurance companies on behalf
of borrowers; and amounts advanced for mortgages in foreclosure. The SPE funds the purchase of the receivables through financing obtained from the third-
party investors and subordinated loans or an equity contribution from our mortgage activities. This SPE is consolidated on our balance sheet at March 31,
2012, and December 31, 2011. The beneficial interest holder of this SPE does not have legal recourse to our general credit. We do not have a contractual
obligation to provide any type of financial support in the future, nor have we provided noncontractual financial support to the entity during the three months
ended March 31, 2012 and 2011. .

Other
We have involvements with various other on-balance sheet, immaterial SPEs. Most of these SPEs are used for additional liquidity whereby we sell

certain financial assets into the VIE and issue beneficial interests to third parties for cash,

We also provide long-term guarantee contracts and a line of credit to certain nonconsolidated affordable housing entities. Since we do not have control
over the entities or the power to make decisions, we do not consolidate the entities and our involvement is limited to the guarantee and the line of credit.

Involvement with Variable Interest Entities

The determination of whether financial assets transferred by us to these VIEs (and related liabilities) are consolidated on our balance sheet (also referred
to as on-balance sheet) or not consolidated on our balance sheet (also referred to as off-balance sheet) depends on the terms of the related transaction and our
confinuing involvement (if any) with the SPE. We are deemed the primary beneficiary and therefore consolidate VIEs for which we have both (a) the power,
through voting rights or similar rights, to direct the activities that most significantly impact the VIE's economic performance, and (b) a variable intérest (or
variable interests) that (i) obligates us to absorb losses that could potentially be significant to the VIE and/or (ii) provides us the right to receive residual
returns of the VIE that could potentially be significant to the VIE. We determine whether we hold a significant variable interest in a VIE based on a.
consideration of both qualitative and quantitative factors regarding the nature, size, and form of our involvement with the VIE. We assess whether we are the
primary beneficiary of a VIE on an ongoing basis. ’
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Our involvement with consolidated and nonconsolidated VIEs in which we hold variable interests is presented below.

Consolidated Assets of Maximum exposure to
involvement nonconsolidated loss in nonconsolidated
(8 in millions) with VIEs VIEs (a) VIEs
March 31,2012 =5 e )

On-balance sheet variable interest entities

ate-label

Consumer autoniobile & SR

Other
Off-balance sheet variable interest entitics

2,665 (b)

Consumer mortgage — Ginnie Mae
( 62.(0)

'. C&n‘éﬁrﬁg; mortgage.-

V_Consumer mortgage — private-label

- Cénsumer morigage — privafe-labe
Commercial automobile

- Constimer moriga, :
Consumer mortgage — CMH

' Consumes mortgage— privaie-label

Consumer n_nortgage-—other -
K Co}nn__ other- . y . EE 83 () e ;
Total $ 51,094 $ 51,757 $ 48,860

(a) - Asset valuch represent the current unpaid principal balance of oufstanding consumer finance Toceivabies and Joans within the VIEs.
(b) Incindes $2.4 billion and $2.4 billion classified as mortgage loans held-for-sale, $87 million and $92 million classified as trading securities o other assets, and $419 million and $386
million classified as mortgage servicing rights at March 31, 2012, and December 31, 2011, respectively. CMHEC is the Canada Mortgage and Housing Corporation.
() Maximum exposure to Loss represents the current unpaid principal balance of outstanding loans based on our customary representation and wamanty provisions, This measure is bused on
the unlikely event that all of the loaus have underwriting defects or other defects that trigger a representation and warranty provision and the collateral supporting the loans arc worthless.
This required disclosure is not an indication of our expected loss.
(d) Dueto combination of the credit loss insurance on the morigages and the guarantes by CMHC on the issued securities, the maximum exposure fo loss would be limited to the amount of
the rotained interests. Additionally, the maximum loss would occur only in the cvent that CMHC dismisses us as servicet of the foans due to servicer performance or insolvency.

(¢) Includes a VIE for which we have no management oversight and therefore we are not able to provide the total asscts of the VIR, However, in March 2011 we sold excess servicing rights

valued at $266 million to the VIE.

(f)  Our maximum exposure to foss in this
event that every loan underlying the excess servicing rights sold defaults, and
established period. This required disclosure is not an indication of our expected loss.

(&) Includes §65 million and $100 million classified as finance receivables and lons, net, and $20 million and $20 million classifi
classified as accrued cxpenses and other liabilities at March 31,2012 , and December 31, 2011, respectively.

(h) Includes VIEs for which we have no management oversight and thercfore we are not able to provide the total assets of the VIEs.

VIE is a component of servicer advances (made that are allocated to the trust, The maximum exposuse to loss presented represents the unlikely
we, as servicer, are required to advance the entire excess service fee to the trust for the contractually

ed as other assets, offset by $37 miilion and $37 million

On-balance Sheet Variable Interest Entities

We engage in securitization and other financing transactions that do not qualify for off-balance sh
interests or other interests in the VIE, which represent a form of significant continuing economic interest. The interests held include, but are not limited to,
senior or subordinate mortgage- 0T asset-backed securities, interest-only strips, principal-only strips, residuals, and servicing rights. Certain of these retained
interests provide credit enhancement to the securitization entity as they may absorb credit losses or other cash shortfalls. Additionally, the securitization
documents may require cash flows to be directed away from certain of our retained interests due to specific over-collateralization requirements, which may or

may not be performance-driven, Because these securitization

cet treatment. In these situations, we hold beneficial
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entities are consolidated, these tetained interests and servicing rights are not recognized as separate assets on our Condensed Consolidated Balance Sheet.

We consolidated certain of these entities because we had a controlling financial intercst in the VIE, primarily due to our servicing activities, and because
we hold a significant variable interest in the VIE. We are generally the primary beneficiary of automobile securitization entities, as well as certain mortgage
private-label securitization entities for which we perform servicing activities and have retained a significant variable interest in the form of a beneficial
interest. In cases where we did not meet sale accounting under previous guidance, unless-we have made modifications to the overall transaction, we do not
meet sale accounting under current guidance as we are not permitied to revisit sale accounting guidelines under the cwrrent guidance, In cases where
substantive modifications are made, we then reassess the transaction under the amended guidance, based on the new circumstances.

The consolidated VIEs included in the Condensed Consolidated Balance Sheet represent separate entities with which we are involved. The third-party
investors in the obligations of consolidated VIEs have legal recourse only to the assets of the VIEs and do not have such recourse to us, except for the
customary representation and warranty provisions or when we are the counterparty to certain derivative transactions involving the VIE. In addition, the cash
flows from the assets are restricted only to pay such liabilities. Thus, our economic exposure to loss from outstanding third-party financing related to
consolidated VIEs is significantly less than the carrying value of the consolidated VIE assets. All assets are restricted for the benefit of the beneficial interest
holders. Refer to Note 21 for discussion of the assets and liabilities for which the fair value option has been elected. o

¥

Off-balance Sheet Variable Intercst Entities

The nature, purpose, and activities of nonconsolidated securitization entities are similar to those of our consolidated securitization entities with the
primary difference being the nature and extent of our continuing involvement. The cash flows from'the assets of nonconsolidated securitization entities
generally are the sole source of payment on the securitization entities’ liabilitics. The creditors of these securitization entities have no recourse to us with the
exception of market customary representation and warranty provisions as described in Note 24.

Nonconsolidated VIEs include entities for which we either do not hold significant variable interests or do not provide servicing or asset management
functions for the financial assets held by the securitization entity. Additionally, to qualify for off-balance sheet treatment, transfers of financial assets must
meet the sale accounting conditions in ASC 860, Transfers and Servicing. Our residential mortgage loan securitizations consist of GSEs and private-label
securitizations. We are not the primary beneficiary of any GSE loan securitization transaction because we do not have the power to direct the significant
activities of such entities, Additionally, we do not consolidate certain private-label mortgage securitizations because we do not have a vatiable interest that
could potentially be significant or we do not have power to direct the activities that most significantly impact the performance of the VIE.

For nonconsolidated securitization entities, the transferred financial assets are removed from our balance sheet provided the conditions for sale
accounting are met, The financial assets obtained from the securitization are primarily reported as cash, servicing rights, or retained interests (if applicable).
Typically, we conclude that the fee we are paid for servicing consumer automobile finance receivables represents adequate compensation, and consequently,
we do not recognize a servicing asset or liability. As an accounting policy election, we elected fair value treafment for our mortgage servicing rights
(MSR) portfolio. Liabilities incurred as part of these securitization transactions, such as representation and warranty provisions, are recorded af fair value at
the time of sale and are reported as accrued expenses and other liabilities on our Condensed Consolidated Balance Sheet. Upon the sale of the loans, we
recognize a gain or loss on sale for the difference between the assets recognized, the assets derecognized, and the liabilities recognized as part of the
transaction. '

The following summarizes all pretax gains and losses recognized on financial assets sold into nonconsolidated securitization and similar asset-backed
financing éntities. :

Three months ended March 31,

2012 2011
SUMmEr or éig'f.,;‘,‘:(.}.s.l’{s R - i e B e e § e (3)_._ E
Consuher mc;rfgéée;-pﬁvate;label o L . - ' 4))
Total pretaxgam(loss) : B R N ) I
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The following table summarizes cash flows received from and paid related to securitization entities, asset-backed financings, or other gimilar transfers of

financial assets where the transfer is accounted for as a sale and we have a continuing involvement with the transferred assets (e.£., servicing) that were

outstanding during the three months ended March 31,2012 and 2011, Additionally, this table contains information regarding cash flows received from and

paid to nonconsolidated securitization entities that existed during each period.

Consumer mortgage Consumer mortgage
GSEs private-label

Three months ended March 31, (8 in millions)

20127 T
Cash proceeds from transfers completed during the period
Cas s seceived on rtained ntorsts i securtantion enttes -

" Servicing fees

Purchases of previotsly transferred financial assets.

Representations and warranties obligations
Other cas
2011

sty roseeds fom ransers compleled dueing th period

Cash flows received on retained interests in securitization entities

Servicing fees »
Purchases of previously transferred financial assets

'chieschlhﬁip?\s"'alld_Wﬁﬁéntié_s obligations " : -+ -
Other cash flows

n-balance sheet loans held-for-sale and finance receivable and loans, off-balance sheet securitizations, and whole-loan

The following table represents 0
quantitative information about delinquencies and net credit losses. Refer to Note 11 for

sales where we have continuing involvement, The table presents
further detail on total serviced assets.

Total Amount Amount 60 days or more past due Net credit losses
Three months ended

December 31,2011 March 31,2012 March 31, 2011

(3 in millions)
Op-balance sheet loans: o = 8
" Consumer automobile N 63884 § 310

T e PR

March 31, 2012 December 31,2011 March 31 2012

Commercial sutomobile
* Compieroial mortgage " ©
Con.x'mcrc.i.avl 6ther .
Total on-balance sheet loans” ~ "~ * " 126,488 ©
Off-balance sheet securitization
entities

" Consuime
Consumer mortgage — private-
label 61,686 " 63,991 11,070 11,301 749 1,289

749 : 1,289
215
~+ 1,730 -

Td(a,lpff-bélaﬁééfs‘hegt, R

securitization entities, 20,757

2,901
2TAIR 8

326,975
33,961

Whole-loan transactions (c)

n/m = not meaningful )
(a) Includes loans subject to conditional repurchése options of $2.3 billion and $2.3 billion
securitization cntities at March 31, 2012, and December 31, 2011, respectively.

(b)  Anticipated credit losses are not meaningful due to the GSE guerantees.
(c) Whole-loan transactions are not part of a securitization transaction, but represent consumer automobile and consumer mortgage pools of loans sold to third-party investors.

guaranteed by the GSEs, and $129 million and $132 million sold to certain private-label mortgage

Changes in Accounting for Variable Interest Entifies
For the three months ended March 31, 2012 and 2011, there were no material changes in-the accounting for variable interest entities.
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11. Servicing Activities

Mortgage Servicing Rights

The following table summarizes activity related to MSRs, which are carried at fair value. Although there are limited market transactlons that are directly
observable, management estimates fair value based on the price it believes would be received to sell the MSR asset in an orderly transaction under current
market conditions.

Three months ended March 31, ($ in mzllwn.r) » 2012 2011
Estimated fair value at !anuary 1, s RO R $ 2,519 8. 3,138
Additions recognized on sale of moxtgage loans . . 75 184

Addmons ‘from purchases ‘o servxcmg nghts
Subtractions from sales of serv1cmg assets

Changes i e v }
Due to changes in valuatxon mputs or assumptlons used in t.he valuatlon model

Eshmated falr velue at March 31, $ 2595 $ 3,774

Changes in fair value due to changes in valuation inputs or assumptions used in the valuation model include all changes due to a revaluation by a model
or by a benchmarking exercise. Other changes in fair value primarily include the accretion of the present value of the discount related to forecasted cash flows
and the economic runoff of the portfolio. Refer to Note 1 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-K for additional
information regarding our significant assumptions and valuation techniques used in the valuation of mortgage servicing rights.

The key economic assumptions and sensitivity of the fair value of MSRs to immediate 10% and 20% adverse changes in those assumptions were as
follows.

(8 in millions) ' . ) March 31, 2012 December 31, 2011

Weighted average Tifé {in yéars)
Welghted average prepayment speed

Impact on fair. va[u % adverse change_}

Impact on fair value of 20% adverse change

Impact on fau' value of 10% adverse change
Impact on faic value of 20% adverse change

These sensitivities are hypothetical and should be cansidered with caution. Changes in fair value based on a 10% and 20% variation in assumptions
generally cannot be extrapolated because the relationship of the change in assumptions to the change in fair value may not be linear. Also, the effect of a
variation in a particular assumption on the fair value is calculated without changing any other assumption. In reality, changes in one factor may result in
changes i anofher (e.g., increased market interest rates may result in lower prepayments and increased credit losses) that could magnify or counteract the
sensitivities. Further, these sensitivities show only the change in the asset balances and do not show any expected change in the fair value of the instraments
used to manage the interest rates and prepayment risks associated with these assets.

Risk Mitxgatxon Activities

The primary tisk of our servicing rights is interest rate risk and the resulting impact on prepayments. A significant decline in interest rates could lead to
higher-than-expected prepayments that could reduce the value of the MSRs. We economically hedge the impact of these risks with both derivative and
nonderivative financial instraments. Refer to Note 19 for additional information regarding the derivative financial instruments used to economically hedge

MSRs,
The components of servicing valuation and hedge activities, net, were as follows.

Three months ended March 31,

(8 in millions) 2012 . 201 1
Change in estimatedfaif’ value of morigage servicing rights - .~ ST T ST SR TT
Change in fair value of derivative financial instruments 8 (204)
Servicing valuation and hedge activities, net . R -9 B )
Mortgage Servicing Fees
The components of mortgage servicing fees were as follows.

) Three months ended March 31,
(8 in millions) 2012 ' 2011
Contractual servicing fees, net of guarantee fees and including subserviciilg $ 226 3 257
Late fees 19 21
Ancillary fees 35 33

Total mortgage servicing fees ) $ 280 $ 3t
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Mortgage Servicing Advances
In connection with our primary servicing activities (i.e., servicing of mortgage loans), we make certain payments for property taxes and insurance
premiuns, default and property maintenance payments, as well as advances of principal and interest payments before collecting them from individual

borrowers. Servicing advances including contractual interest, are priority cash flows in the event of a foan principal reduction or foreclosure and ultimate
i ervicing advances are included in other assets on the

liguidation of the real estate-owned property, thus making their collection reasonably assured. These s
Condensed Consolidated Balance Sheet and totaled $1.8 billion and $1.9 billion at March 31, 2012, and December 31,2011, respectively, We maintain an

allowance for uncollected primary servicing advances of $43 million at both March 31, 2012, and December 31, 2011, Our potential obligation is influenced
by the loan’s performance and credit quality.

When we act as a subservicer of mortgage loans we perform the responsibilities of a primary servicer but do not own the corresponding primary
servicing rights. We receive a fee from the primary servicer for such services. As the subservicer, we would have the same responsibilities of a primary
servicer in that we would make certain payments of property taxes and insurance premiums, default and property maintenance, as well as advances of
principal and interest payments pefore collecting them from individual borrowers. At March 3 1, 2012, and December 31, 2011, outstanding servicer advances
related to subserviced loans were $127 million and $125 million, respectively, and we had a reserve for uncollected subservicer advances of $1.0 million and

$1.1 million, respectively.

In many cases, where we act as master servicer, we also act as primary servicer. In connection with our master-servicing activities, we service the
mortgage-backed and mortgage-related asset-backed securities and whole-loan packages sold to investors. As the master servicer, we collect mortgage loan
payments from primary servicers and distribute those funds to investors in the mortgage-backed and mortgage-related asset-backed securities and whole-loan
packages. As the master servicer, we are required to advance scheduled payments to the securitization trust or whole-loan investors. To the extent the primary
servicer does not advance the payments, we are responsible for advancing the payment to the trust or whole-loan investors. Master-servicing advanees,
including contractual interest, are priority cash flows in the event of a default, thus making their collection reasonably assured. In most cases, we are required
to advance these payments to the point of liquidation of the loan or reimbursement of the trust or whole-loan investors. We had outstanding master-servicing
advances of $190 million and $158 million at March 31, 2012, and December 31, 2011, respectively. We had no reserve for uncollected master-servicing

advances at March 31,2012, or December 31,2011,

Serviced Mortgage Assets :
The unpaid principal balance of our serviced mortgage assets was as follows.

March 31, 2012 December 31,2011

(8 in millions)
Onbalancs hoet morigage loans
Held-for-sale and invesﬁucn't V
Operations held-for-sale
Off-balance sheet mortgage loans
Loaiis s fo iid-party investars
Private-label '

Whélc—loan _ o
Purchased servicing rights. © -+
Operations held-for-sale '

Total primary,serviced morigage loens . . 3904
Subserviced mortgage loans 28,423 ‘ _ 26,358
Subserviced operations held-for-sale, ol R SU4
Total subserviced mortgage loans 28,425 ) 26,362
Master-servicing-only montgage loans vg25 R 8,557
Total serviced mortgage loans 3 380,554 3 391,345

Our Mortgage operations that conduct primary and master-servicing activities are required to maintain certain servicer ratings in accordance with master

agreements entered into with GSEs. At March 31, 2012, our Mortgage operations were in compliance with the servicer-rating requirements of the master
agreements.

rivate-label securitizations with an unpaid principal balance of $5.4 billion contdins provisions entitling the
monoline or other provider of contractual credit support (surety providers) to declare 2 servicer default and terminate the servicer upon the failure of the loans
to meet certain portfolio delinquency and/or cumulative loss thresholds. Securitizations with an unpaid principal balance of $4.8 billion had breached a
delinquency and/or cumulative loss threshold, We continue to receive service fee income with respect to these securitizations. Securitizations with an unpaid
principal balance of $574 million have not yet breached a delinquency or cumulative loss threshold. The value of the related MSR is $4 million at March 31,

2012. Refer to Note 24 for additional information.

At March 31, 2012, domestic insured p

Automobile Servicing Activities
We service consumer automobile contracts. Historically, we have sold a portion of our consumer automobile contracts. With respect to contracts we sell,
fee for our servicing function, Typically, we conclude that the fee we are paid for servicing consumer

we retain the right to service and eam a servicing
automobile finance receivables represents adequate compensation, and consequently, we do not recognize a servicing asset or lability. We recognized

automobile servicing fees of $30 million and $46 million during the three months ended March 31,2012 and 2011, respectively.

Automobile Serviced Assets
The total serviced automobile loans outstanding were as follows.

(8 in millions) March 31, 2012 December 31, 2011
On-balance sheet autoniobile loans and leases )
Consumet automobile $ 67,837 $ 63,884
39,136 37,302

Commercial automobile
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Operating leases 10,048 L 9215

Operations held-for-sale - i . L N o o 68 e e 1020 -
Off-balance sheet automobile loans

Loan.s_f.s"o.ldv to ﬂxirdip}irfy investors _ ‘ o .

Wholedoan o ‘ 10,456 12,318
Total serviced automobile loans and leases - It F8L i 127,545 LU e 122,881
12.  Other Assets

The components of other assets were as follows,

(8 in millions) : March 31 2012 December 31, 2011
Property aud équipment at cost ' - s - - 1,162 0§ SIS,
Accurmulated depreciation (802) (787)

Net propeny and cquxpmcnl R
F, axr value of denvanvc contracts in recelvable posmon

Resmcted cash collectmns for secuntlzatxon trusts (a)
Collatetal placed. with counlerparhes RIS ;
Other accounts receivable

Cash'rcéer&iz depoélts 'held-fof-sécuritizat'ion trusts (b) .
Restricted cash and cash equwalents
Debt i xssuance costs”

Prepaid expenses and deposits
Real estate and other investments

No__n:ma.r_k_gt_,aiblfef equity secirities - .
Accrued interest and rent receivable

lﬂt'ei'ésts }ét-ained-iﬁ.l'xiancial assetsales i -
Reposscsscd and foreclosed assets

Other assel 21,0565 R (
Total other assets $ 16,965 $ ’ 18,741

(a) Represents cash collection from customer payments on secunnzed receivables. These funds are distributed to investors as payments on the related secured debt.

(b) Represents credit enhancement in the form of cash reserves for various securitization transactions.
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13. Deposit Liabilities
Deposit liabilities consisted of the following.

(3 in millions) March 31, 2012 December 31, 2011

Domestic.déposi,(é‘:-‘: N SAN
2,029

{5

Savings and n{oil.e
“Certificates of deposit.
Dealer deposits

y market checking accounts

43,381

Total domestic deposit linbilities *

Foreign deposits
Interest-bearing dep
Savings and money market checking accounts

Certificates of deposit " <

Dealer deposits . ' .3‘06
Ty T N MCHRRRE ' 7
Total deposit liabilities 3 47,206 $ 45,050

Noninterest-bearing deposits primarily represent third-party escrows associated with our mortgage loan-servicing portfolio. The escrow deposits are not
subject to an executed agreement and can be withdrawn without penalty at any time. At March 31, 2012, and December 31, 2011, certificates of deposit

included $10.5 billion and $10.0 billion, respectively, of domestic certificates of deposit in denominations of $100 thousand or more.

14, Short-term Borrowings
The following table presents the composition of our short-term borrowings postfolio.

March 31,2012 December 31,2011

(% in-millions) ) Unsecured Secured Total Unsecured Secured Total
Demandno(es i : Sy 7 ¥ 987 ' ]
Bank loans and overdrafts - 1,826 .
Fodoral Home Lomn Bank - o e 200 a0 S 1400 51,400
Securities sold under agrecments to repurchase ' — 561 561 — — —
Other(a) .~ o i ' o d4se . 1629 46 1765 S
Total short-term borrowings $ 4,986 $ 2217 § 7,203 § 4,515 $ 3,165 § 7,680

(a) Other primarily includes honbank scoured borrowings at our Mortgage and Tnternational Automotive Finance operations.

15. Long-term Debt
The following tables present the composition of our long-term debt portfolio.

Marech 31,2012 ] December 31, 2011
(8 in millions) Unsecured Secured Total Unsecured . Secured Total
Long-term debt "~ B _ - o _ o .
Due within one year (2) A $ 11,438 $ 15139 % 26,577 § - 11,664 $ 14,521 § 26,185
Dueafteroneyear®) . - - S 31,200 35,271 66,471 - 30272 35219 - 65,551
Fair value adjustment 942 —_ 942 1,058 — 1,058
Total long-term debt (¢) - A 43,530 S 50,410 - § 93,990 § 42994 $ 49,800 § . 92,794

(a) Includes $7.4 biltion guaranteed by the Federal Deposit Insurance Corporation (FDIC) under the Temporary Liquidity Guarantec Program (TLGP) at both March 31, 2012, and

December 31, 2011,
(b) Includes $2.6 billion of trust preferred securitics at both March 31,2012, and December 31, 2011,
(c) Includes fair value option-elected secured long-term debt of $828 million and $830 million at March 31, 2012, and December 31,2011, respectively. Refer to Note 21 for additional

information,
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The following table presents the scheduled remaining maturity of long-term debt at Marchi 31, 2012 , assuming no early redemptions will occur. The
actual payment of secured debt may vary based on the payment activity of the related pledged assets.

2017 and Fair value

Year ended December 31, (§ in millions) 2012 2013 2014 2015 2016 thereafter - adjustment Total
Unsecured - _ . E S :‘.'; S o ST . ) o i
Long-term debt $ 11219 § 2,681 $ 5787 §$364 §$ 1469 § 19934 % 942  $ 45,673
Original issue discount ~* LT (a0) CE6s) T (192) - 60y (64) (1,272) . e -l (2093)
Total unsecured ) 10,979 2,416 5,595 3,581 1,405 18,662 942 43,580
Secured B+ el L i e ST EAEE R g

Long-term debt 1,688 2918

Troubléd debt restructuring concessian (a) = Hggi 82 46,7 B s 219
Total secured 10,447 17,054 11,956 . 1,688 2,918 —_ 50,410
Total Jong-term dgbt -+ 4 - $: 21426 19470, 8 17,5518 0,028..83,093 8 21,5807 $:: 942 i § 93,990;
(a) Inthe second quarter of 2008, ResCap d an exch offer that resulted in a ion being gnized as an adj to the carrying value of certain secured notes, This

concession is being amortized over the life of the notes through a reduction to interest expense using an effective yield methodology.

The following table presents the scheduled remaining maturity of long-term debt held by ResCap at March 31,2012 , assuming no early redemptions
will occur. The actual payment of secured debt may. vary based on the payment activity of the related pledged assets.

. 2017 and Fair value
Year ended December 31, (8 in millions) 2012 2013 2014 2015 2016 thereafter adjustment Total
Réé-Ca[’)"“:ﬁ'. FTR TR S SEERRE T O s
Unsecured debk . . )
CLomgdermdebt o . L UUEoiUg3siis 53208 10208 1408 — 8 — s 14 - $ Lu3
Secured debt _
* Lorigtem et S T R Y
Troubled debt restructuring concession (a) - — - 219
“‘Total seciged debt’, " : L 81 78908057 720 -= 631 . = . 4,026
ResCap — Total long-term debt $ 432 $ 1,321 $ 907 § 834 § — $ 1,631 $ 14 $ 5,139

(a) _ In the second quarter of 2008, ResCap exccuted an exchange offer that Tosulted in & concession being recognized as an adjustment to the carrying value of certain secured notes. This -
concession is being amortized over the life of the notes through a reduction to juterest expense using an effective yield methodology.

35




Table of Contents

Notes to Condensed Consolidated Financial Statements (unaudited)

Ally Financial Inc, « Form 10-Q

The following summarizes assets restricted as collatera! for the payment of the related debt obligation primarily arising from securitization transactions
accounted for as secured borrowings and repurchase agreements.

March 31,2012 December 31,2011

(8 in millions)” Total - Ally Bank(a) Total Ally Bank (a)
Trading securities L T R I R 218 e T
Investment securities 1,106 i 780 o 780
Loans held-for-sale - - - - : 805 —
Mortga sets held-for-invesnneﬁt and lending receivables 12,197 V 11,188
Conet stombile inands receivibles I L
Commercial automobilé finance recetvable: 14,881

‘I'riveglmenvt1{\’556}5%5155:535,"}1_‘9 e : ) 39 _ L 431
Mortgage servicing rights v ' B v : : : 1,286
Total assets restricted as collateral (b) 47,702

T A 553

Ally Bank is a component of the total column.

Ally Bank has an advance agreement with the Federal Home Loan Bank of Pittsburgh (FHLB) and access (0 the Federal Reserve Bank Discount Window. Ally Bank had assets pledged
and restricted as collateral to the FHLB and Federal Reserve Bank totaling $11.3 billion and $11.8 billion at March 31, 2012, and December 31,2011, respectively. These assets were
composed of consumer and commerciat mortgage finance receivables and loans, net; consumer automobile finance receivables and loans, net; and investment securities, Under the
agreement with the FHLB, Ally Bank also had agsets pledged as collateral undera blanket-lien totaling $7.9 billion aid $7.3 billion at March 31, 2012, and December 31,2011,
respectively. These assets were primarily composed of mortgage servicing rights; consumer and commercial mortgage finance receivables and loans, net; and other assets. Availability

under these programs is generally only for the operations of Ally Bank and cannot be used to fund the operations or liabilities of Ally or its subsidiaries.
(c) Includes$2.2 billion and $3.2 billion of short-term borrowings at March 31, 2012, and December 31,2011, respectively.

Trust Preferred Securities

On December 30, 2009, we entered into 2 Securities Purchiase and Exchange Agreement with U.S. Department of Treasury (Treasury) and GMAC
Capital Trust I, a Delaware statutory trust (the Trust), which is a finance subsidiary that is wholly owned by Ally. As part of the agreement, the Trust sold to
Treasury 2,540,000 trust preferred securities (TRUPS) issued by the Trust with an aggregate liquidation preference of $2.5 billion, Additionally, we issued
and sold to Treasury a ten-year warrant to purchase up to 127,000 additional TRUPS with an aggregate liquidation preference of $127 million, at an initial
exetcise price of $0.01 per security, which Treasury immediately exercised in full. .

On March 1, 2011, the Declaration of Trust and certain other documents related to the TRUPS were amended and all the outstanding TRUPS held by
Treasury were designated 8.125% Fixed Rate / Floating Rate Trust Preferred Securities, Series (Series 2 TRUPS). On March 7, 2011, Treasury sold 100% of
the Series 2 TRUPS in an offering registered with the SEC. Ally did not receive any proceeds from the sale. : )

Each Series 2 TRUPS security has 2 liquidation amount of $25. Distributions are cumulative and are payable until redemption at the applicable coupon
rate. Distributions are payable at an annual rate of 8.125% payable quarterly in arrears, bcginnihg August 15,2011, to but excluding February 15, 2016. From
and including February 15, 2016, to but excluding February 15,2040, distributions will be payable at an annual rate equal to three-month London interbank
offer rate plus 5.785% payable quarterly in arrears, beginning May 15, 2016. Ally has the right to defer payments of interest for a period not exceeding

20 consecutive quarters. The Series 2 TRUPS have no stated maturity date, but must be redeemed upon the redemption or maturity of the related debentures
(Debentures), which mature on February 15, 2040. The Series 2 TRUPS are generally nonvoting, other than with respect to certain limited matters, During
any period in which eny Series 2 TRUPS remain outstanding but in which distributions on the Series 2 TRUPS have not been fully paid, none of Ally or its
subsidiaries will be permitted to (i) declare or pay dividends on, make any distributions with respect to, or redeem, purchase, acquire or otherwise make a
liquidation payment with respect to, any of Ally’s capital stock or make any guarentee payment with respect thereto; or (ii) make any.payments of principal,
interest, or premium on, or Tepay, repurchase or redeem, any debt securities or guarantees that rank on a parity with or junior in interest to the Debentures with
certain specified exceptions in cach case.

Funding Facilities

‘We utilize both committed and uncommitted credit facilities. The financial institutions providing the wncommitted facilities are not contractually
obligated to advance funds under them, The amounts outstanding under our various funding facilities are included on our Condensed Consolidated Balance
Sheet. :

As of Mareh 31, 2012, Ally Bank had exclusive access to $9.5 billion of funding capacity from committed credit facilities. Ally Bank also has access to
a $3.9 billion committed facility that is shared with the parent company. Funding programs supported by the Federal Reserve and the FHLB, together with
repurchase agreements, complement Ally Bank’s private committed facilities.
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The total capacity in our committed funding facilities is provided by banks and other financial institutions through private transactions. The committed
~ secured funding facilities can be revolving it nature and allow for additional funding during the commitment period, or they can be amortizing and do not
allow for any further funding after the closing date. At March 31, 2012, $32.5 billion of our $42.9 billion of committed capacity was revolving. Our revolving
facilities generally have an original tenor ranging from 364 days to two years. As of March 31, 2012, we had $18.2 billion of committed funding capacity

from revolving facilities with a remaining tenor greater than 364 days,
Committed Funding Facilities

Outstanding Unused capacity (a) Total capacity
(8 in billions) Mar. 31,2012  Dec. 31, 2011 Mar. 31, 2012 Dec.31,2011  Mar. 31,2012 Dec. 31,2011

Bank funding ;0,0
Secuféd .
ANdnBa'nk' :t_'\ind‘i_n'_g S
Unsecured
- itomotive Finarice operations
Secured

§050007 8 47008

Total com A 2 _ 4708 : . ,
s is available on request in the event excess collateral resides in certain Tacilitios o Is available to the extent incremental collateral is available

(3) Funding from committed secured fa
and contributed to the facilities. .

(b) Total unused capacity includes $4.0 billion as of March 31, 2012, and $4.9 billion as of December 31, 2011, from certain committed funding arrangements that are generally reliant upon
the origination of future automotive receivables and that are available in 2012 and 2013. ’

(c) Funding is generally available for assets originated by Ally Bank or the parent company, Ally Financial Inc.

. Uncommitted Funding Facilities

Outstanding Unused capacity ~ Total capacity

(3 in billions) Mar, 31,2012 Dec. 31,2011 . Mar, 31, 2012 Dec. 31, 2011 Mar. 31,2012 Dec. 31, 2011
Bank'éﬁiﬁdiri'g"f . S——— — — - : -
Secured
_Féderal Reserve fundinig b_rb'gpémS" o $ = R $ L _..s 5'_3';_ 2.9 ey g
FHLB advances = ' 54 03 — 53
Rep ase ag { ;,:_-0‘-,6:.‘-.,?*-»-1- E W ._-f‘.::.;-: ___ SR Uil v eei e 06 LTS
Total bank funding
Nonbank furiding
Unsgcugcd

Automotive Finance dperations ", . 22,

Secured
"+ Kutoitiotive Finanée operations 17" 7+ < L R s o g g 02 020
Mongage opéréfions —_ — — 01 - — o 0.1
Total nonbank funding ' _— N X : © 20 0.5 0T - . 28wt o 2T
Total uncommitted facilities $ 7.9 § 7.4 $ 3.7 $ 3.9 3 1.6 $ 113
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16. Equity

The following table summarizes information about our Series F-2, Series A, and Series G preferred stock,

March 31,2012 December 31,2011

Mandatonly convertible preferred stock held by U.S, Department of . . -
Treasury - e - T

Senes }(-2 preferred stock (a)

: Carrymg value ($ in millions) -
Par value (per share) »
quuldatxon preference (Der share)
Number of shares authonzed
Number of shiares 1ssued and outsmndmg
Dividend/coupon
Rede:mét_»_i‘qnic:all featuire:.. -

Preferred stbck
Series A pf_efen:ed stoek .. o ‘._;i: : s
Carrying value (§ in millians)

- Parv value. aper shar e)

quuldahon preferencc @Jer share)

A Number of shares authonzed

160,870,560 7 < 1::160,870,560"
40,870,560 40,870,560

Number of shares 1ssued and outstanding

. _Dwndend/coupon L
Prxor to May 15 2016 8.5%

- e o IBOR 63456

Perpetual (c)

Redemptlon/call fcature
. Series. G prefcrred stock .

Perbetual (©)

RRLYS

Carrymg value ($ in mtlltons)
: SR e FOME b . OOl o
quuldatxon prcference (per share) $ 1,000 $ 1,000
Number of shares authorized e e e T ' wol 2,576,601
Number of shares 1ssued and omstandm 2,576,601
Redemptlon/ca]l featum Perpetual (¢) I_’crpetual (e)
(a) Mandatorily convertible to © cqulty on D ber 30, 2016. :

(b) Convertible prior ta mandatory conversion date with consent of Treasury.

(<) Wonredeemable prior to May 15, 2016, o
(d) Pursuant to a registration rights agreement, we are required to maintain an effective shelf registration statement. In the ovent we fail to meet this obligation, we may e required ta pay

additional interest to the halders of the Series G Preferred Stock.
(¢) Redeemable beginning at December 31,2011,
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17. Earnings per Common Share
The following table presents the calculation of basic and diluted eamings per common share.

Three months ended March 31,

(8 in millions except per share data) 2012 2011
Net iﬁcoﬁie'fr'om continuing opérations : I T A LS, ET302 T8 1169
Preferred stock dividends — U.S. Department of Treasury S (134) (134)_

Prc;ferrcd‘:éf.orc_:k'diyi‘déhds _ S (69)
Impact of preferred stock amendment

i Yo 'c'bl'l'ti.hi::lhézsperﬁﬁﬁﬁ's'éﬂrfbutéblé to commion Shé‘irghqide:rs: (a\') o

Income (loss) from discontinued operations, net of tax

Net incoma (loss) attributable to common shareholders "

1,330,970

Basic weighted-average common shares outstanding

Diluted welghted-average common shares outstanding (a) * -~ = T LU

Basic earnings per common share
Net income (loss) from contimiing opertions : iz, "
Income (loss) from discontinued operations, net of tax

Netincome (foss) 1

Diluted earnings per common share (a)
Net incbﬁii:ﬁ?(lojss) from continuing operations ... v
Income (loss) from discontinued operations, net of tax

Net fiicome (loss) .~ . R L R ;

(a) Duetothe snnidilutive gfflect of converting the Fixed Rate Cumulative Mandatorily Convertible Preferred Stock into common shares and the net income (loss) attributable to common
shareholders for the three months ended Match 31, 2012, and 2011, income (foss) attributable to common shareholders and basic weighted-average common shares outstanding were -
used to calculate basic and diluted eamnings per share.

The effects of converting the outstanding Fixed Rate Cumulative Mandatorily Convertible Preferred Stock into common shates are not included in the
diluted eamnings per share calculation for the three months ended March 31, 2012 and 2011, as the effects would be antidilutive for those periods. As such,
574 thousand of potential common shdres were excluded from the diluted eamings per share calculation for the three months ended March 31, 2012, and

2011, respectively.

18. Regulatory Capital ‘

As a bank holding company, we and our wholly owned state-chartered banking subsidiary, Ally Bank, are subject to risk-based capita} and leverage
guidelines issued by federal and state banking regulators that require that our capital-to-assets ratios meet certain minimoum standards. Failure to meet
minimum capital requirements can initiate certain mandatory and possibly additional discretionary action by regulators that, if undertaken, could have a direct
material effect on the consolidated financial statements or the results of opérations and financial condition of Ally and Ally Bank, Under capital adequacy
guidelines and the regulatory framework for prompt corrective action, we must meet specific capital guidelines that involve quantitative measures of our
assets and certain off-balance sheet items. Our capital amounts and classifications are also subject to qualitative judgments by the regulators about
components, risk-weightings, and other factors.

The risk-based capital ratios are determined by allocating assets and specified off-balance sheet financial instruments into several broad risk categories
with higher levels of capital being required for the categories that present greater risk. Under the guidelines, total capital is divided into two tiers: Tier 1
capital and Tier 2 capital. Tier | capital generally consists of common equity,-minerity interests, qualifying noncumulative preferred stock, and the fixed rate
cumulative preferred stock sold to Treasury under the Troubled Asset Relief Program (TARP), less goodwill and other adjustments. Tier 2 capital generally
consists of perpetual preferred stock not qualifying as Tier 1 capital, limited amounts of subordinated debt and the allowance for loan losses, and other
adjustments, The amount of Tier 2 capital may not exceed the amount of Tier 1 capital. ) ‘

Total risk-based capital is the sum of Tier 1 and Tier 2 capital. Under the guidelines, banking organizations are required to maintain a minimum Total
risk-based capital ratio (Total capital to risk-weighted assets) of 8% and a Tier 1 risk-based capital ratio (Tier 1 capital to risk-weighted assets) of 4%.

The federal banking regulators also have established minimum leverage ratio guidelines. The leverage ratio is defined as Tier 1 capital divided by
adjusted quarterly average total assets (which reflect adjustments for disallowed goodwill and certain intangible assets). The minimum Tier 1 leverage ratio is
3% or 4% depending on factors specified in the regulations.

A banking institution meets the regulatory definition of “well-capitalized” when its Total risk-based capital ratio equals or exceeds 10%
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and jts Tier 1 risk-based capital ratio equals or exceeds 6%; and for insured depository institutions, when its leverage ratio equals or exceeds 5%, unless
subject to a regulatory directive to maintain higher capital levels.

The banking regulators have also developed a measure of capital called “Tier 1 commeon” defined as Tier 1 capital less noncommon clements, including
qualifying perpetual preferred stock, minority interest in subsidiarics, trust preferred securities, and mandatory convertibe preferred securities. Tier 1
common is used by banking regulators, investors and analysts to assess and compare the quality and composition of Ally's capital with the.capital of other
financial services companies. Also, bank holding companics with assets of $50 billion or more, such as Ally, must develop and maintain a capital plan
annually, and among other elements, the capital plan must include a discussion of how we will maintain a pro forma Tier 1 common ratio (Tier 1 common to
risk-weighted assets) above 5% under expected conditions and certain stressed scenarios.

On October 29, 2010, Ally, IB Finance Holding Company, LLC, Ally Bank, and the FDIC entered into a Capital and Liquidity Maintenance
Agreement (CLMA). The CLMA requires capital at Ally Bank to be maintained at a level such that Ally Bank's leverage ratio is at least 15%. For this
purpose, the leverage ratio is determined in accordance with the FDIC's regulations related to capital maintenance.

The following table summarizes our capital ratios.

March 31, 2012 December 31, 2011 Required Well-capitalized

minimum minimum

(8 in millions) : Amount Ratjo Amount Ratio

Tier 1 (to risk-weighted assets) - ‘
i 1350%:: 8.
16.90

‘-3i'tf£Aflj-fiﬁhﬂgiaL;~_lnc;{ S
Ally Bank’
“Total (fo risk-weighted assets) T

§ 23026 14.53%
1784 -

Tier 1 leverage ‘(to adjusted quarterly )
- g 21,398 11.65% .-

- Ally Financial Tn. "3 ' e
Ally Bank 13,189 15.61
- Tide 1 aimimon (to s ¢ :
Ally Financial Inc. 11,916 7.52%
< Ally Bank S e

n/a = not applicable

(a) Federal regulatory reporting guidelines require the calcutation of adjusted quarterly average assets using a daily average methodology.
(b) ‘There is no Ticr 1 leverage component in the definition of a well-capitalized bank holding company.

(¢) Ally Benk, in accordance with the CLMA, is required to maintain a Tier 1 leverage ratio of at least 15%.

At March-31, 2012, Ally and Ally Bank were “wcll-capitalized” and met all capital reqixirements to which each was subject.

19. Derivative Instruments and Hedging Activities

We enter into interest rate and foreign-currency swaps, futures, forwards, options, and swaptions in connection with our market risk management
activities. Derivative instruments are used to manage interest rate risk relating to specific groups of assets and Habilities, including investment securities,
MSRs, debt, and deposits. In addition, we use foreign exchange contracts to'mitigate foreign-currency risk associated with foreign-currency-denominated
investment securities, foreign—currency-dcnominalcd debt, foreign exchange transactions, and our net investment in foreign subsidiaries. Our primary
objective for utilizing derivative financial instruments is to manage market risk volatility associated with interest rate and foreign-currency risks related to the

assets and liabilities.

Interest Rate Risk

We execute interest rate swaps to modify our exposure to interest rate risk by converting certain fixed-rate instruments to a variable-ratc and certain
variable-rate instruments to a fixed rate. We monitor our mix of fixed- and variable-rate debt in relation to the rate profile of our assets. When it is cost
effective to do so, we may enter into inferest rate swaps 1o achieve our desired mix of fixed- and variable-rate debt. Derivatives qualifying for hedge
accounting consist of fixed-rate debt obligations in which receive-fixed swaps are designated as hedges of specific fixed-rate debt obligations, Other
derivatives qualifying for hedge accounting consist of an existing variable-rate liability in which pay fixed swaps are designated as hedges of the expected
future cash flows in the form of interest payments on the outstanding borrowing associated with Ally Bank's secured floating-rate credit facility.
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We enter into economic hedges to mitigate exposure for the following categories.

+  MSRs and retainéd interests — Our MSRs and retained interest portfolios are generally subject to loss in value when mortgage rates decline.
Declining mortgage rates generally result in an increase in refinancing activity that increases prepayments and results in a decline in the value of
MSRs and retained interests, To mitigate the impact of this risk, we maintain a portfolio of financial instruments, primarily derivative instruments
that increase in value when interest rates decline, The primary objective is to minimize the overall risk of loss in the value of MSRs and retained
interests due to the change in fair value caused by interest rate changes.

We may use a multitude of derivative instruments to manage the interest rate risk related to MSRs and retained interests. They include, but are
not limited to, interest rate futures contracts, call or put options on U.S. Treasuries, swaptions, MBS, futures, U.S. Treasury futures, interest rate
swaps, interest rate floors, and interest rate caps. We monitor and actively manage our risk on a daily basis. :

«  Morigage loan commitments and mortgage and automobile loans held-for-sqle — We are exposed to interest rate risk from the time an interest
rate lock commitment (IRLC) is made until the time the mortgage loan is sold. Changes in interest rates impact the market price for our loans; as
market interest rates decline, the value of existing IRLCs and loans held-for-sale increase and vice versa. Our primary objective in risk management
activities related to IRLCs and morigage loans held-for-sale is to eliminate or greatly reduce any interest rate risk associated with these items.

The primary derivative instrument we use to accomplish the risk management objective for mortgage loans and IRLCs is forward sales of
MBS, primarily Fannie Mae or Freddie Mac to-be-announced securities. These instruments typically are entered into at the time the IRLC is made.
The value of the forward sales contracts moves in the opposite direction of the value of our IRLCs and mortgage loans held-for-sale. We also use
other derivatives, such as interest rate swaps, options, and futures, to economically hedge automobile loans held-for-sale and certain portions of the
mortgage portfolio. Nonderivative instruments, such as short positions of U.S. Treasuries, may also be periodically used to economicatly hedge the
mortgage portfolio.

«  Debt — With the exception of a portion of our fixed-rate debt and a portion of our outstanding floating-rate borrowing associated with Ally Bank's
secured floating-rate credit facility, we do not apply hedge accounting to our derivative portfolio held to mitigate interest rate risk associated with
our debt portfolio. Typically, the significant terms of the interest rate swaps match the significant terms of the underlying debt resulting in an
effective conversion of the rate of the related debt. .

«  Other — We enter into futures, options, and swaptions to economically hedge our net fixed versus variable interest rate exposure. We also enter
into equity options to economically hedge our exposure to the equity markets.

Foreign Currency Risk

We enter into derivative financial instrument contracts to mitigate the risk associated with variability in cash flows related to. foreign-currency financial
instruments. Currency swaps and forwards are used to economically hedge foreign exchange exposure on foreign-currency-denominated debt by converting
the funding currency to the same currency of the assets being financed. Similar to our interest rate derivatives, the swaps are generally entered into or traded
concurrent with the debt issuance with the terms of the swap matching the terms of the underlying debt. :

Our foreign subsidiaries maintain both assets and liabilities in local currencies; these local currencies are generally the subsidiaries' functional currencies
for accounting purposes. Foreign-currency exchange-rate gains and losses arise when the assets or liabilities of our subsidiaries are denominated in currencies
that differ from its functional currency. In addition, our equity is impacted by the cumulative translation adjustments resulting from the translation of foreign
subsidiary results; this impact is reflected in our accumulated other comprehensive income (loss). We enter into foreign-currency forwards and option-based
contracts with external counterparties to hedge foreign exchange exposure on our net investments in foreign subsidiaries. In March 2011, we elected to
dedesignate all of our existing net investment hedge relationships and changed our method of measuring hedge effectiveness from the spot method to the
forward method for new hedge relationships entered into prospectively. For the net investment hedges that were designated under the spot method up until
dedesignation date, the hedges were recorded at fair value with changes recorded to accurnulated other comprehensive income (lass) with the exception of the
spot to forward difference that was recorded to earnings. For current net investment hedges designated under the forward method, the hedges are recorded at
fair value with the changes recorded to accumulated other comprehensive income (loss) including the spot to forward difference. The net derivative gain or
loss remains in accumulated other comprehensive income (loss) iintil earnings are impacted by the sale or the'liquidation of the associated foreign operation,

We also have a centralized-lending program to manage liquidity for all of our subsidiary businesscs. Foreign-currency-denominated loan agreements are
executed with our foreign subsidiaries in their local currencies, We evaluate our foreign-currency exposure resulting from intercompany lending and manage
our currency risk exposure by entering into foreign-currency derivatives with external counterparties. Our foreign-currency derivatives are recorded at fair
value with changes recorded as income offsetting the gains and losses on the associated foreign-currency transactions.

We also periodically purchase nonfunctional currency denominated investment securities and enter into foreign cutrency forward contracts with external
counterpartics to hedge against changes in the fair value of the securities, through maturity, due to changes in the related foreign-currency exchange rate, The
foreign-currency forward contracts are recorded at fair value with changes recorded to earnings.
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The changes in value of the securities due to changes in foreign-currency exchange rates are also recorded to eamnings. In the case of securities classified as
available-for-sale, any changes in fair value due to unhedged risks are recorded to accumulated other comprehensive income. L

Except for our net investment hedges and fair value foreign currency hedges of available-for-sale securities, we generally have not elected to treat any
foreign-currency derivatives as hedges for accounting purposes principally because the changes in the fair values of the foreign-currency swaps are
substantially offset by the foreign-currency revaluation gains and losses of the underlying assets and lHabilities.

Credit Risk

Derivative financial instruments contain an element of credit risk if counterparties are unable to mect the terms of the agreements. Credit risk associated
with derivative financial instruments is measured as the net replacement cost should the counterparties that owe us under the contract completely fail to
perform under the terms of those contracts, assuming no recoveries of underlying collateral as measured by the market value of the derivative financial
instrument.

To mitigate the risk of counterparty default, we maintain collateral agreements with certain counterparties. The agreements require both parties to
maintain collateral in the event the fair values of the derivative financial instruments meet established thresholds. In the event that either party defaults on the
obligation, the secured party may seize the collateral, Generally, our collateral arrangements are bilateral such that we and the counterparty post collateral for
the value of our total obligation to each other. Contractual terms provide for standard and customary exchange of collateral based on changes in the market
value of the outstanding derivatives. The securing party posts additional collateral when their obligation rises or removes collateral when it falls. We also have
unilateral collateral agreements whereby we are the only entity required to post collateral.

Certain derivative instruments contain provisions that require us to cither post additional collateral or immediately settle any outstanding liability

balances upon the ocourrence of a specified credit risk-related event. If a credit risk-related event had been triggered the amount of additional collateral
required to be posted by us would have been insignificant.

We placed cash and securities collateral totaling $1.4 billion and $1.4 billion at March 31, 2012, and December 31, 2011, respectively, in accounts
maintained by counterparties. We received cash collateral from counterparties totaling $1.0 billion and $1.4 billion at March 31, 2012, and December 31,
2011, respectively. The receivables for collateral placed and the payables for collateral received are included on our Condensed Consolidated Balance Sheet in
other assets and accrued expenses and other liabilities, respectively. In certain circumstances, we receive or post securities as collateral with counterparties.
We do not record such collateral received on our Condensed Consolidated Balance Sheet unless certain conditions are met. At March 31, 2012, we did not
receive any noncash collateral. At December 31, 2011, we received noncash collateral of $43 million.
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Balance Sheet Presentation

The following table summarizes the fair value amounts of de
amounts are presented on @ gross basis, are segregated by derivatives
further segregated by type of contract within those two categories. At
position were classified as other assets and trading assets, respectively,
and $14 million of the detivative contracts in a receivable position were classified as other assets and trading assets, respectively, on the
Consolidated Balance Sheet. During the normal course of business, our broker-dealer enters into forward purchases and sales, which are classified as trading
derivatives. Refer to Note 5 for our trading assets. At March 31, 2012, $4.2 billion of derivative contracts in a liability position and $10 million of trading
derivatives were both classified as accrued expenses and other liabilities on the Condensed Consolidated Balance Sheet. At December 31, 2011, $5.4 billion
of derivative contracts in a lability position and $12 million of trading derivatives were both classified as accrued-expenses and other liabilities on the

Condensed Consolidated Balance Sheet.

rivative instruments reported on our Condensed Consolidated Balance Sheet. The fair value
that are designated and qualifying as hedging instruments or those that are not, and are
March 31, 2012, $4.2 billion and $12 million of the derivative contracts in a receivable

on the Condensed Consolidated Balance Sheet. At December 31, 2011, $5.7 billion
Condensed

March 31,2012 December 31,2011
Derivative contracts in a Derivative contracts in a
) receivable payable  Notional . payable  Notional
(8 in millions) position (a)  position (b)) amount receivable position (&)  position (b) amount

Derivatives qualifying for hedge dccounting -
Interest rate risk
_* Fair.value accounting hedges..... - ..

Cash flow accounting hedges

Total inferest rate risk

Foreign exchange risk
- Netinvestniont acéounting hedges

224 135 17,476

Total derivatives qualifying for hedge accounting

Economic hedges and "t'ra“di_ng. derivatives " T
. Interest rate risk ‘
) .._;.'::.'AM:Sl:i,s_;ﬁnd retained interests. ..
Mortgage loan commitments and mortgage loans held-

ATET3

for-sale , 65 12 14,303

Other ' 182 100 49,720
Tofalinteréstrateisk ~ ~~ - T T 38860 TUTT4054 - S0L,771 - ¢ 514870 0 52740 616,063
Foreign exchange risk om a 8em 137 47 7,569
Total economic hedges and trading derivatives- .-~ .. . "' 3,963 . 4,005 - 509,848 5285 - 05321 623,632
Total derivatives $ 4187 § 4230 $527,324 § 5,701 $ 5379 $643,238

(a) Includes accrued interest of $378 million and $459 million at March 31, 2012, and December 31, 2011, respectively.
(b)  Includes accrued interest of $366 miltion and $458 million at March 31, 2012, and Deeember 31, 2011, respectively.
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Statement of Comprehensive Income Presentation
The following table summarizes the location and amounts o
Statement of Comprehensive Income . )

f gains and losses on derivative instruments reported in our Condensed Consolidated

Three months ended March 31,
2012 2011

(8 in millions)
Derivatives qualifying for hedge accounting
Loss recognized in earnings on derivatives (a)

Ih@e};ésgfq_tlé._go';)t.rgcté..._'_ T P
Interest on long-term debt Y] $
Gain r__ecoénizéd in eamings on hedged items (b) S ‘
" Interest rate contracts
Interest on Jong-term debt o SR s2 e 50

(19)

Total derivatives qualifying for hedge accounting
Ecpno‘;'_'g_'ziﬁd"ifgd{hg'a'e_r'iiativéé"; g
(Loss) gain recognized in earnings on derivatives

Interest rate contracts
Interest onlong-term debt
Servicing asset valuation and hed

Loss on mortgage and automotive loans, net

.. Othér income, et of Tosses
Other operating expenscs

“Total interest raté contracts . - RO

Foreign exchange contracts (c)

" ¥ Tntorest on fong:term
Other income, net of losses

. iOtﬁer'bpera.ﬁng cxpenses

Total foreign exchange contracts

Loss recognized in ‘earningg on dérivative

(a) Amounts cxclude gains related to interest for qualifying accoun

million and $88 million for the three months cnded March 31, 2012 and 2011, respectively. .

() Amounts exclude gains related to amortization of deferred basis adjustments on the hedged items. The gains were $63 million for both the three months ended March 31, 2012 and 2011,
Geins of $29 million and $90 million were recognized for the three

() Amounts cxclude gains and losses related to the revaluation of the related foreign-denominated debt or receivable.

months ended March 31, 2012 and 2011, respectively.

ting hedges of debt, which are primarilm by the fixed coupon payment

The following table summarizes derivative instruments used in cash flow and net investment hedge accounting relationships.

~ Three months ended March 31,
2012 2011

($ in millions)
Cash Now hedgss
Interest rate confracts
Loss recorded divectly t0 interest on Tong-torm debt- > = : Sl e
Loss recognized in other comprehensive income 3) -

Net investment hedges -
Foreign exchange contracts : . . I .
‘Lass recorded directly to other income, net of losses (@)oo Hain o $ REETEIUPNIVI. T ST B € ) I
Loss recognized in other comprehensive income (v) ©(203) (148)
¢ effectivencss.
ion of

rward points excluded from the agsessment of hedg
t hedges. There are offsetting amounts recognized in accumulated other comprehensive income related to the revaluati
ffsetting gains of $300 million and $145 million for three months ended March 31, 2012 and 2011, respectively.

(@) The amounts represent the fo
(b)  The amounts represeat the effective portion of net investmen!

the related net investment in foreign operations. There were O
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20. Income Taxes

For the three months ended March 31, 2012, the income tax expense of $ 64 million resulted primarily from tax expense attributable to profitable foreign
entities. The ¢ffective tax rate is lower than the blended worldwide statutory tax rate primarily because the tax effects of income earned in the United States
and certain foreign jurisdictions have been offset by loss carryforwards for which a tax benefit has not previously been recognized.

For the three months ended March 31, 2011, the income tax benefit of § 70 million resulted primarily from the $101 million reversal of valuation
allowance on net deferred tax assets in one of our Canadian subsidiaries offset partially by tax expense atiributable ta profitable foreign entities. The valuation
allowance reversal related to modifications to the structure of our Canadian operations,

A sustained period of profitability in our U.S. operations is réquired before we would change our judgment regarding the need for a full valuation
allowance against our net U.S, deferred tax assets. Continued improvement in our U.S. operating results throughout 2012 could lead to the reversal of a
portion of our U.S. valuation allowance.

21. Fair Value

Fair Value Measurements

For purposes of this disclosure, fair value is defined as the exchange price that would be received to sell an asset or paid to transfer a liability (exit price)
in the principal or most advantageous market in an orderly transaction between market participants at the measurement date. Fair value is based on the
assumptions market participants would use when pricing an asset or liability. Additionally, entities are required to consider al! aspects of nonperformance risk, -
including the entity’s own credit standing, when measuring the fair value of a liability. S

GAAP specifies a three-level hierarchy that is used when measuring and disclosing fair value. The fair value hierarchy gives the highest priority to
quoted prices available in active markets (i.e., observable inputs) and the lowest priority to data lacking transparency (i.e., unobservable inputs). An
instrument’s categorization within the fair value hierarchy is based on the lowest level of significant input to its valuation. The following is a description of
- the three hierarchy levels,

Level 1 Inputs are quoted prices in active markets for identical assets or liabilities at the measurement date. Additionally, the entity must have the
ability to access the active market, and the quoted prices cannot be adjusted by the entity.

Level 2 Inputs are other than quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly. Level 2
inputs include quoted prices in active markets for similar assets or liabilities; quoted prices in inactive markets for identical or similar
assets or liabilities; or inputs that are observable or can be corroborated by observable market data by correlation or other means for
substantially the full term of the assets or liabilities. .

Level 3 Unobservable inputs are supported by little or no market activity. The unobservable inputs represent management's best assumptions of
how market participants would price the assets or liabilities. Generally, Level 3 assets and liabilities are valued using pricing models,
discounted cash flow methodologies, or similar techniques that require significant judgment or estimation.

Transfers Transfers into or out of any hierarchy level are recognized at the end of the reporting penod in which the transfer occurred. There were no
transfers between any levels during the three months ended March 31, 2012,

Following are descriptions of the valuation methodologies used to measure material assets and hablhtles at fair value and details of the valuation models,
key inputs to those models, and s:gmﬂcant assumptions utilized.

«  Trading assets (excluding derivatives) — Trading assets are recorded at fair value. Our portfolio includes MBS (including senior and subordinated
interests) and may be investment-grade, noninvestment grade, or unrated securities. Valuations are primarily based on internally developed
" discounted cash flow models (an income approach) that use assumptions consistent with current market conditions. The valuation considers recent
market transactions, experience with similar securities, current business conditions, and analysis of the underlying collateral, as available. To
estimate cash flows, we utilize various significant assumptions including market observable inputs (c.g., forward interest rates) and internally
developed inputs (e.g., prepayment speeds, delinquency levels, and credit losses).

s Available-for-sale securities — Available-for-sale securitics are carried at fajr value based on observable market prices, when available. If
observable market prices are not available, our valuations are based on internally developed discounted cash flow models (an income approach) that
use a market-based discount rate and consider recent market transactions, experience with similar securities, current business conditions, and
analysis of the underlying collateral, as available. To estimate cash flows, we are required to utilize various significant assumptions including
market observable inputs (e.g., forward interest rates) and interally developed inputs (including prepayment speeds, delmquency levels, and credit
losses).

*  Mortgage loans held-for-sale, net — Our mortgage loans held-for-sale arc accounted for at either fair value because of fair value option elections
or they are accounted for at the lower-of-cost or fair value, Mortgage loans held-for-sale are typically pooled together and sold into certain exit
markets depending on underlying aftributes of the loan, such as GSE eligibility (domestic only), product type, interest rate, and credit quality. Two
valuation methodologies are used to determine the fair value of mortgage loans
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held-for-sale. The methodology used depends on the exit market as described below.

Level 2 mortgage loans — This includes all GSE-¢ligible mortgage loans carried at fair value due to fair value option election, which
are valued predominantly using published forward agency prices. It also includes any domestic loans and foreign loans where recently
negotiated market prices for the loan pool exist with a counterparty (which approximates fair value) or quoted market prices for similar loans
are available. : : )

Level 3 mortgage loans ~— This includes all conditional repurchase option loans carried at fair value due to the fair value option election
and all GSE-incligible residential mortgage loans that are accounted for at the lower-of-cost or fair value. The fair value of these residential
mortgage loans are determined using internally developed valuation models because observable market prices were not available. The loans
are priced on a discounted cash flow basis utilizing cash flow projections from internally developed models that utilize prepayment, default,
and discount rate assumptions. To the extent available, we will utilize market observable inputs such as inferest rates and market spreads. If
market observable inputs are not available, we are required to wtilize internal inputs, such as prepayment speeds, credit losses, and discount
rates. :

Refer to the section within this note titled Fair Value Option for Financial Assets and F inancial Liabilities for further information about the
fair value elections. : .

o Consumer mortgage finance receivables and loans, net — We elected the fair value option for certain consumer mortgage finance receivables and
loans. The elected morigage loans collateralized on-balance sheet securitization debt in which we estimated credit reserves pertaining to securitized
assets that could have exceeded or already had exceeded our economic exposure, We also elected the fair value option for all mortgage
securitization trusts required to be consolidated due to the adoption of ASU 2009-17. The elected mortgage loans represent a portion of the
consumer finance receivable and loans consolidated upon adoption of ASU 2009-17., The balance for which the fair value option was not elected
was reported on the balance sheet at the principal amount outstanding, net of charge-offs, allowance for loan losses, and premiums or discounts.

The loans are measured at fair value using a portfolio approach. The objective in fair valuing the loans and related securitization debt is to
_ account properly for our retained economic interest in the securitizations. As a result of reduced liquidity in capital markets, values of both these
Joans and the securitized bonds are expected to be volatile. Since this approach involves the use of significant unobservable inputs, we classified all
the mortgage loans elected under the fair value option as Level 3. Refer to the section within this note titled Fair Value Option of Financial Assets
and Financial Liabilities for additional information. :

+  MSRs— We typically retain MSRs when we sell assets into the secondary market. MSRs are classified as Level 3 because they currently do not
trade in an active market with observable prices; therefore, we use internally developed discounted cash flow models (an income approach) to
estimate the fair value. These internal valuation models estimate net cash flows based on internal operating assumptions that we believe would be
used by market participants combined with market-based assumptions for loan prepayment rates, interest rates, and discount rates that we believe
approximate yields required by investors in this asset. Cash flows primarily include servicing fees, float income, and late fees in each case less
operating costs to service the foans. The estimated cash flows are discounted using an option-adjusted spread-derived discount rate. ‘

o Interests retained in financial asset sales — The interests retained are in securitization trusts and deferred purchase prices on the sale of whole-
loans. Due to inactivity in the market, valuations are based on internally developed discounted cash flow models (an income approach) that use a
market-based discount rate; therefore, we classified these assets as Level 3. The valuation considers recent market fransactions, experience with
similar assets, current business conditions, and analysis of the underlying collateral, as available. To estimate cash flows, we utilize various
significant assumptions, including market observable inputs (¢.g., forward interest rates) and internally developed inputs (e.g., prepayment speeds,
delinquency levels, and credit losses).

«  Derivative instruments — We enter into a variety of derivative financial instruments as part of our risk management strategies. Certain of these
derivatives are exchange traded, such as Furodollar futures, To determine the fair value of these instruments, we utilize the quoted market prices for
the particular derivative contracts; therefore, we classified these contracts as Level 1.

We also execute over-the-counter derivative contracts, such as interest rate swaps, swaptions, forwards, caps, floors, and agency to-be-
announced securities. We utilize third-party-developed valuation models that are widely accepted in the market to value these over-the-counter
derivative contracts. The specific terms of the contract and market observable inputs (such as interest rate forward curves and interpolated volatility
assumptions) are used in the model. We classified these over-the-counter derivative contracts as Level 2 because all significant inputs into these
models were market observable.

We also hold certain derivative contracts that are structured specifically to meet a particular hedging objective. These derivative contracts
often are utilized to hedge risks inherent within certain on-balance sheet securitizations. To hedge risks on particular bond classes or securitization
collateral, the derivative's notional amount is often indexed to the hedged item, As a result, we typically are required to use internally developed
prepayment assumptions as an input into the model to forecast future notional amounts on these stractured derivative contracts. Additionally, we
hold some foreign currency derivative contracts that utilize an in-house valuation model to determine the fair value of the contracts. Accordingly,
we classified these derivative contracts as Level 3.

We are required to consider all aspects of nonperformance risk, including our own credit standing, when measuring fair value
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of a liability. We reduce credit risk on the majority of our derivatives by entering into legally enforceable agreements that enable the posting and
receiving of collateral associated with the fair value of our derivative positions on an ongoing basis. In the event that we do not enter into legally
enforceable agreements that enable the posting and receiving of collateral, we will consider our credit risk and the credit risk of our counterparties
in the valuation of derivative instruments through a credit valuation adjustment (CVA), if warranted, The CV A calculation utilizes our credit

default swap spreads and the spreads of the counterparty.

«  On-balance sheet securitization debt — We elected the fair value option for certain mortgage loans held-for-investment and the related on-balance
sheet securitization debt. We value securitization debt that was elected pursuant to the fair value option and any economically retained positions
using market observable prices whenever possible. The securitization debt is principally in the form of asset- and MBS collateralized by the
underlying mortgage loans held-for-investment, Due to the attributes of the underlying collateral and current market conditions, observable prices
for these instruments are typically not available, In these situations, we consider observed transactions as Level 2 inputs in our discounted cash flow
models. Additionally, the discounted cash flow models utilize other market observable inputs, such as interest rates, and internally derived inputs
including prepayment speeds, credit losses, and discount rates. Fair value option-elected financing securitization debt is classified as Level 3 as a
result of the reliance on significant assumptions and estimates for model inputs. Refer to the section within this note titled Fair Value Option for
Financial Assets and Financial Liabilities for further information about the election. The debt that was not elected under the fair value option is
reported on the balance sheet at cost, net of premiums or discounts and issuance costs.
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Recurring Fair Value :
The following tables display the assets and liabilities measured at fair value on a recurring basis including financial instruments elected for the fair value
option, We often cconomically hedge the fair value change of our assets or liabilities with derivatives and other financia! instroments. The tables below

display the hedges separately from the hedged items; therefore, they do not directly display the impact of our risk management activities._
. i Recurring fair value measurements
March 31, 2012 (8 in millions) Level 1 Level 2 Level 3 Total

Trading assets (excluding derivatives)

Moitg_égcr_l;géked'_residen(_ial securities:, o 883

Investmcﬁt securities V T

‘Ayailéfyl.é{fér;sél,é ”As_e,._c“g_it_ie,s', _
Debt securities

U.S: Treasury aind federal sgencies

States and political subdivisions

Other assets
~“Interesis retaine

Derivative contracts in a receivable position (c)

Foreign currency

“Total derivative contracts.ina roceivable position-:
Collateral placed with counterparties (d)

iher liabilities. -
cts in a payable position (¢)

- Interest rate

Foreign currency

“Total derivative contracis 'ifl'5"ﬁ§yab1§'i)'6's"iii6ii RN

Loan repurchase liabilities (b}

Tradiﬁg liabilitics (excluding derivatives) S ) L e RN () IR e el P
Total liabilities $ 40 § 4,177 § @875) § (5,092)
(a) Ourinvestment in any one industry did not exceed 19%.

(b) Carried at fair value due to fair value option clections.

(c) Includes derivatives classified as trading.
(d) Represents collateral in the form of investment securities, Cash collateral was excluded.
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Recurring fair value measurements

December 31, 2011 (8 in millions) . ) Level 1 Level 2 Level 3 Total
yo— " . - - - - e - - e i
Trading assets (cxcludmg dcnvatrves) .

Mortgage-backed résrdéhllal sccuntxcs e ) $ — 8 575§ . 33 § . 608
Investment securities

Availablé~for;sale'se(‘:uri'lles_ w

Debt secuntles L
R U S Treasury ‘and federal g agencxes : _ a4
States and polmcal subdrvxsrons — : L
“.". Foreign govemment T FTR U AL v SR [y AR

Mortgagc-backed residential
Assct—backcd

Total debt securmes

12,684 © 62 14,076 i
Equlty securmcs (a) R W 059

Total available-for-sale secuntles
Mongag _Ioans held-for" ale, net (b) -

Consumcr mortgage ﬁnance recelvablcs and loans net (b)
Mortgv servrcmg nghl s
Othcr assets

Interes(s relamed m i naucml asset sales

Derivative contracts in a receivable position (¢)

— 242 8 260
Collateral placed wrth counterpartles (d) . . 328 — — 328
Total assets - : ST ST 196 R 22,664 87 3, 29,276
Lrabllmcs
Long-termdebt . U I o e o o o T
On—balance sheet securitization debt (b) ) o ‘ $. — 3 — - $ (830) § (830)

Accnued eXpenses’ and other. l:abrhtres
Denvatlve contracts m a payabla posrtron (c)

@) B229) 0 (AT (578
(101)

lntercst rate
Forergn currency - (99)

Total derivative contracis n & payable position . 1 T T @y o 5

Loan repurchase lrabllrtres (b) : . e —

Tradmg liabilities (excludmg derlvanves) . Ve e e (61) R
Total liabilities $ 3 % (5,328 § @®878) & (6,299)

(2)  Our investment in any one industry did not exceed 18%,

(b) Carried at fair value due to fair value option elections,

(¢) Includes derivatives classified as trading.

(d) Represents collateral in the form of investment securities. Cash collateral was excluded.
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The following table présents quantitative information regarding the significant unobservable inputs used in significant Level 3 assets and liabilities
measured at fair value on a recurring basis. ’

March 31, 2012 (8 in millions) Level 3 recurring measurements Valuation technique  Unobservable input Range
Assets : ERT . ) : o
Consumer mortgage finance receivables and loans, net :
(a) $ 832 Discounted cash flow Prepayment rate 2.5-12.9%
o Defaulirate - 1.1-34.8%
Loss severity 40.0-100.0%
Mortgage servicing rights.... -~ + : e R 2,595 D () N () (b

Other assets

: Iﬁiér‘es_tsv_'retaiﬂe;_l'iﬁ financial assct sales

. Commercial papér raié ‘ 0-0.2%
Liabilities R S .
Long-term debt

‘On-balance sheet securitization debt (a) : R SRR RT(BLBY @y T
(& A portfolio approach links the value of the consumer mortgage finance Tecoivables and oans, net to the on-balance sheet Scouritization debt; therefore, the valuation technique,
unobservable inputs, and related range for the debt is the same as the loans. Increases in prepayments, which would primarily be driven by any o bination of lower projected mortgage
rates and higher projected home values, would result in higher fair value measurernent. These drivess of higher prepayments (inereased ability to refinance due to lower 18168 and higher
propesty values) have an opposite impact on the default rate, creating an inverse relationship between prepayments and default frequency on the fair value measurements. Generally
factars that contribute to higher default frequency also contribute to higher loss severity.
(b) Refer to Note 11 for information related to MSR valuation assumptions and sensitivities.
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The following tables present the reconciliation for afl Level 3 assets and liabilities measured at fair value on a recurring basis. We often economically
hedge the fair value change of our assets or liabilities with derivatives and other financial instruments, The Level 3 items presented below may be hedged by
derivatives and other financial instruments that are classified as Level 1 or Level 2. Thus, the following tables do not fully reflect the impact of our risk
management activities. )

Level 3 recurring fair value measurcrents

Net realized/unrealized

gaias (losses)

Included
{a otlier
{ocluded comprechensive Net unrealized gains (losses) included
(8 in millions) Fair value at Jan, 1, 2012 fn earnings Income Purchases Issuances Scttlements  Fafr value at Mrrch 31,2012 la earnings still held at March 31, 2012

Aisgis" ; :
Trading assets (excluding

derivatives)

Investment securities

Asset-backed

Mung:a.ge Io_nns'hgl_ngr-s_avle, -

net (b)
Consurner mortgege finance .

seccivables and loans, net (b) 835 87 M —_ — — 90) a5 (b)
Mortgage servichigrighs . . 0 - 2819 . 5 1 () C.ee o . 1L 6 O]

Other assets

@

3 !SS saie‘ -
Derivative contracts, net (¢)
* Interietpate: s n. ey e — e = [ S (1 &
Foreign currency 16 ay o — —_ — — -5 (1) U]
Total _d;:ﬁvniv? contracts in B R
) ﬁpnyable) receivable . ) . _ . . . L )
position, net - . ’ 87 (35 . — - - < T o B _ ' . 39) -
Total assets $ 3,797 $ 60 s ) O 1 9 $§ 1M s @83 3 $ 1
Liabilies -
Long-tenn debt
O_Q-ba!n'noe sheet mcuﬁtiinﬁon . Lo : -
debt (b) . s (830) 5 @Y () s —_ § — § 8% _ 38 5§ 828y - .S : @9) ()
Accrued expenses and other
liabilities
Loun repinchase Habitities (b) 29) — - ©®) — T . @ - ’ -
Total lisbilitics $ (859) L) $ —_— § (» § — § 93 $ (858) s 39)
(a)  The fair value adjustment was reported as other income, net of losses, and the related intercst was reported as interest on trading assets in the Condensed Consolidated 5 of Comprehensive Income .
(b)  Carried at faic value due to fair value option elections. Refer to the next section of this note titted Fair Value Option for Firancial Assets and Liabilities for the location of the gains and losses in the Condcnsed
Consoli 8 of Comprehensive Income. .
()  Fair value adjustment was teported as servicing t valuation and hedge activities, net, in the Cond, dC lidated S of Comptehensive Income ,
{d)  Reported as other income, net of losses, in the Cond; dC fidated of C hensive Income.
(&)  Includes derivatives clessified ns tradiog.
(3] Refer to Note 19 for information related to the Jocation of the gains and losses on derivative instruments in the Cond d C lidated S: of C hensive Income.
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Level 3 ing fair value t
Net realized/unrealized Net
gains (Josses) unrealized
gains
(losses)
Fair included in
included in value caniags stifl
Fairvalue  included other at held at
at in comprehensive Maech 31,  March 31,
($ in milllons) Jan. 1,201} camings income Purchases  Sales Issuances Seftlements 2011 2011
Assetst ’ ; . B -
Trading assets (excluding derivatives)
Monsage:\;:ei"cdrc;ideminlsecuriﬁns e 4. 8§ .1 (@@ § — s — 8 - s. — % :'_'(5); §$ L . _2‘ . .'(_a)._
Asset-backed securities 94 — — — (9% — — — —
Totol imding ssséts e = T R

Investment securities

e i.';"dz_bt

Mortgoge-backed resldential

Asse!-b n;;kbd.

Total debt securities

Mz;i(gugt{ toans hel ;for-m)é. net (b)

and loans, net (b)

C: gage finance teceivabl
Mortgage servicing tights

Other assets
“Interests reteined in financial assetsales

Derivative contracts, net (g)

'_'.ll'\§;r'e5!r‘n'u_= n @ e S - e Tan omd

- Fnrelgn:uncnt;y -_ —_ —_— ._ B 2

" o] dttive oot n  (ayableseceiva posiion, et v T = = eran T s
Totel assets § 545t 5 356 $ 24§ 10 s@ey § 1% 5 ey § sen 5 10

Long-term debt
‘Onbalanee sheet séc R e S s 78

Accrued expenses and other liabilities

1§ s — § ~ § U6 5 (936 % 5

Total liabilities . $ ©7) 8 (67 $
r income, net of losses, and the Telated intorest was reported as interest on trading assets in the C i Consolidated S t of Comprehensive Income.
seetion of this note titled Fair Value Option for Financial Assets and Liabilities for the lacation of the gains aud losses in the Condensed

(8)  The fair voluc adjustment wag reported as oth
(b)  Camried at fair value due to faic value option elections. Refer to the next

Consolidated of Comprehensive Income.
(¢)  Fair value adjustment was reposted as servicing-asset v luation and hedge activities, net, in the C: densed Consolidated of Comprehensive Income.
(d)  Represents excess mortgage servicing rights transferred to an agency lied trust in exc} for trading securities. These securities were then sold instantaneously 1o thisd-party investors for $266 million.
(c) Reported as other income, net of losses, in the Cond d Ci {idated t of Comprehensive Income.
densed Consolidated of C hensive Income.

()  Referto Note 19 for information related to the location of the gains and losses on derivative instruments in the C:
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Nonrccurring Fair Value
We may be required to measute certain assets and liabilities at fair value from time to time, These periodic fair value measures typically result from the
" application of lower-of-cost or fair value accounting or certain impairment measures, These items would constitute nonrecurring fair value measures.

The following tables display the assets and liabilities measured at fair value on a nonrecurring basis.

Nonrecurring Lower-of-cost
fair value measures or Total loss
fair value included in
or valuation earnings for
. reserve the three
March 31, 2012 ($ in mtlltons) Level 1 Level 2 Level 3  Total allowance. months endcd
Assets _ T P T o ' R e
Mortgagc loans held-for-sale (a) $ — $ — 5 580 § 580 § 57 ) n/m (b)
Commercial fmance receivables and loans, et (¢}~ 5. < - R e
Automotive - — — o122 122 (25) _ v n/m (b)
Other — — 20 20 . (10) ~ n/m(b)
Total commercial finarice receivables and loans, net RS T U - 18T 158 @6y~ = - - -m/m(b)
Other assets ) _ _ _ R
Repossessed and foreclosed assets (d) - B Y 7 IS 5 SR < SR 13y . - wm(b)
Total assets $ — 63 $ 758 % 821 § (116) ) '

n/m = not meaningful
(1)  Represents loans held-for-sale that are requited to be measured at the lower-of-cost or fair value. The table above includes only loans with fair vatues below cost during 2012, The related

valuation allowance represents the cumulative adjustment to fair value of those specific assets.
(b) We ider the applicable valuation or loan loss allowance to be the most relevant indicator of the impact on earnings caused by the fau’ value measurement, Accordingly, the table
above excludes total gaing and losses inctuded in eamings for these items. The carrying values are inclusive of the respective valuation or Joan loss allowance.
(c)  Represents the portion of the portfolio specifically impaired during 2012. The related valuation allowance represents the cumulative adjustment to fair value of those specific reccivables,
(d) The allowance provided for repossessed and foreclosed assets represents any lative valuation adjustment gnized to adjust the assets to fair valuc.

Nonrecurring Lower-of-cost

fair value measures or Total gains
fair value included in
or valuation earnings for
reserve the three
March 31, 2011 ($ in mzllzons) . Level 1 Level 2 Level 3 Total allowance mouths ended
Assets - . : S e B P o
Mortgage loans held for-sale (a) — 3 597 7$ 597 $ (50) n/m (b) B
Commerclalﬁnancerecewablesand loans, et (e)... ;. Pt e S
Automotlve A — — 416 416 (46) n/m (b)
Moxtgagc e T e P e _ e 30026 39 . (18) _ w/m (b),
Other v — — 93 93 @n wm (b)
Total commercial finance receivables and loans, net . - : » “13% e 5350 L 54B. .. ) (102) . . wm ()
Other assets :
- Real estate and other investments (d) ~~ ¢ L T — T n/m '8 -
Repossessed and foreclosed assets (e) 44 37 81 (11) n/m (b)
Total asséts - e T§ 587§ 1,160 §71,227 8 (163) $ 0 ~

n/m = pot mcamngful

(a)  Represents loans held-for-sale that are required to be measured at the lower-of-cost or fair value. The table above includes only loans with fair values below cost during 2011, The
related valuation allowance represents the cumulative adjustment to fair value of those specific assets.

(b) We consider the applicable valuation or loan loss allowance to be the most relevant indicator of the impact on carnings caused by the fair value measurement. Accordingly, the table
above excludes total gains and losses included in earnings for these items. The carrying values are inclusive of the respective valuation or loan loss allowance.

(¢}  Represents the portion of the portfolio specifically impaired during 2011. The related valuation allowance represents the cumulative adjustment to fair value of those specific
receivables.

(d)  Represents model homes impaired during 2011 . The total gain included in eamings represents adjustments to the fair value of the portfolio based on the estimated fair value if the model
home is under fcase or the estimated value if the model home is marketed for sale.

(¢}  The allowance provided for repossesscd and foreclosed assets represents any cumulative valuation adjustment recognized to adjust the assets to fair value.
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The following table presents quantitative information regarding the significant unobservable inputs used in significant Level 3 assets measured at fair
value on a nonrecurring basis.

March 31,2012 (8 in millions) Level 3 nonrecurring measurements  Valuation technique  Unobservable input Range/weighted average
Assets. TR i e ’ B R oo ) '
Mortgage loans held-for-sale,net  § 580 Discounted cash flow Prepayment rate 0-13.8%
PR S - SIRES IR " Default rate S 22-174%
Loss severity 47.5-98.5%
Discount rate U 146%

Fair Value Option for Financial Assets and Financial Liabilities ,
A description of the financial assets and liabilities elected to be measured at fair value is as follows. Our intent in electing fair value for all these items
was to mitigate a divergence between accounting losses and economic exposure for certain assets and liabilities.

e On-balance sheet mortgage securitizations — We clected to measure at fair value certain domestic consumer mortgage finance receivables and
loans and the related debt held in on-balance sheet mortgage securitization structures. The fair value-elected loans are classified as finance
receivable and loans, net, on the Condensed Consolidated Balance Sheet. Our policy is to separately record interest income-on the fair value-elected
loans (unless the loans are placed on nonaccrual status); however, the accrued interest was excluded from the fair value presentation. We classified
the fair value adjustment recorded for the loans as other income, net of losses, in the Condensed Consolidated Statement of Comprehensive Income.

We continued to record the fair value-elected debt balances as long-term debt on the Condensed Consolidated Balance Shect. Our policy is to
separately record interest expense on the fair value-elected debt, which continues to be classified as interest on long-term debt in the Condensed
Consolidated Statement of Comprehensive Income. We classified the fair value adjustment recorded for this fair value-elected debt as other
income, net of losses, in the Condensed Consolidated Statement of Comprehensive Income. .

»  Conforming and government-insured morigage loans held-for-salé — We elected the fair value option for conforming and government-insured
mortgage loans held-for-sale funded after July 31, 2009, We elected the fair value option to mitigate earnings volatility by better matching the
accounting for the assets with the related hedges. ’ :

Excluded from the fair value option were conforming and government-insured loans funded on or prior to July 31, 2009, and those
repurchased or rerecognized, The loans funded on or prior to July 31, 2009, were ineligible because the election must be made at the time of
funding, Repurchased and rerecognized conforming and government-insured loans were not elected because the election will not mitigate earning
volatility. We repurchase or rerecognize loans due to representation and warranty obligations or conditional repurchase options. T ypically, we will
be unable to resell these assets through regular channels due to characteristics of the assets. Since the fair value of these assets is influenced by

factors that cannot.be hedged, we did not elect the fair value option.

We carry the fair value-elected conforming and govemment-insured loans as loans held-for-sale, net, on the Condensed Consolidated Balance
Sheet, Our policy is to separately record interest income on the fair value-elected loans (unless they are placed on nonaccrual status); however, the
accrued interest was excluded from the fair value presentation. Upfront fees and costs related to the fair value-elected loans were not deferred or
capitalized. The fair value adjustment recorded for these {oans is classified as gain (loss) on mortgage loans, net, in the Condensed Consolidated
Statement of Comprehensive Income. In accordance with GAAP, the fair value option election is irrevocable once the asset is funded even ifitis
subsequently determined that a particular loan cannot be sold. '

«  Nongovernment-eligible mortgage loans held-for-sale subject to conditional repurchase options — As of January 1, 2011, we elected the fair
value option for both nongovernment-eligible mortgage loans held-for-sale subject to conditional repurchase options and the related liability. These
conditional repurchase options within our private label securitizations allow us to repurchase a transferred financial asset if certain events outside
our control are met. The typical conditional repurchase option is 2 delinquent loan repurchase option that gives us the option to purchase the loan if
it exceeds a certain prespecified delinquency fevel. We have complete discretion regarding when or if we will exercise these options, but generally
we would do so only when it is in our best interest. We record the asset and the corresponding liability on our balance sheet when the option
becomes exercisable. The fair value option election must be made at initial recording. As such, the conditional repurchase option assets and
liabilities recorded prior to January 1, 2011, were ineligible for the fair value election.

We carry these fair value-elected optional repurchase loan balance as loans held-for-sale, net, on the Condensed Consolidated Balance Sheet.
The fair value adjustment recorded for these loans is classified as other income, net of losses, in the Condensed Consolidated Statement of
Comprehensive Income, We carry the fair value-elected comresponding liability as accrued expenses and other liabilities on the Condensed
Consolidated Balance Shect, The fair value adjustment recorded for these liabilities are classified as other income, net of losses, in the Condensed
Consolidated Statement of Comprehensive Income.
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The following tables summarize the fair value option elections and information regarding the amounts recorded as earnings for each fair value option-
elected item.

Changes included in the

Condensed Consolidated Statement of Comprehensive Income

Interest
and fees Interest Change in
on finance Interest on " Gainon Other Total fair value
Three months ended March 31, receivables on loans long-term  mortgage income, included in due to
(8 in millions) ) and loans (a) held-for-sale (a) debt (b) loans, net et of losses earnings credit risk (¢)

2012
Assets
Mortgage foans held-for-salc, net *

Consumer mortgage finance receivables and loans, net

Lisbilifies: <5771
Long-term debt

Total

2011 -
Assets

()

[REV., IR SR

Mdngagc'!'c;:;r{is: hé]xi-f_o h!?, et

Consumer mortgage finance receivables and loans, net 54 —

Linbilities -

Long-term debt

06)-

. On-balance sheet sequrtization debt 5 . i - e
Total
(@)  Interest incomo is measured by multiplying the unpaid principal balance on the loans by the coupon rate end the number of days of interest due.
(b) Interest expense is measured by multiplying bond principal by the coupon rate and the number of days of interest due to the investor.
(¢) Factors other than credit quality that impact fair valuc include changes in market interest rates and the illiquidity or marketability in the current marketplace, Lower levels of observable
data points in illiquid markets generally result in wide bid/otter spreads.
(d) The credit impact for loans held-for-sale is assumed to be zero because the loans are eithet suitable for sale or are covered by a government guarantee.

(¢)  The credit impact for consumer mortgage finance receivables and loans was quantified by applying internal credit Joss assumptions to cash flow models.
(f)  The credit impact for on-balance sheet securitization debt is assumed to be zero until our economic interests in a particular securitization is reduced to zero, at which point the josses on

the underlying collateral will be expeoted to be passed through to third-party bondholders. Losses allocated to third-party bondholders, including changes in the amount of losses
allocated, will result in fair value changes due to credit. We also monitor credit ratings and will make credit adjustments to the extent any bond classes are downgraded by rating
agencies.
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The following table provldes the aggregate fair value and the aggregate unpaid principal balance for the fair value option-elected loans and long-term
debt instruments.

Marech 31,2012 December 31, 2011
Unpaid Unpaid )
principal Fair principal Fair -
(% in millions) balance value (a) balance value (a)

Assets
Mortgagc loans held-for-salc, net
Tolal foans |

s 183 8 3766 0§ 3919
_28 54 ' ) _27
REST FEPREAE IR 1

Nonaccrual loans
Loans 90+ days pdst due (b) s
Consumer mortgage ﬁnance recelvables and loans, net
“Total loans : v T
Nonaccrual loans (c)
"1 Loans 90+ days paet due (b) (c) o
Liabilities
Long—term debt

On—balancc sheet secuntlzatlon debt V _ $ _ (828) $ $ (830) ‘

Accmed expenses and olhcr hablhues :

Loan repurchase liabilities . (61) (30 (&3] 29

(a)  Excludes accrued interest receivable,

(b) Loans 90+ days past due are also presented within the nonacerual loan balance and the total loan balance; however, cxcludes government-insured loans that are still accruing interest,

(¢) The fair value of consumer mortgage finance reccivables and loans is calculated on a pooled basis; therefore, we allocated the fair value of nonaccrual loans and Joans 90+ days past due
to individual loans based on the unpaid principal balances. For further discussion regarding the pooled basis, refer to the previous section of this note titled Consumer mortgage finance
veceivables and loans, nel.
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Fair Value of Financial Instruments

The following table presents the carrying and estimated fair value of financial instruments, except for those recorded at fair value on a recurring basis
preseated in the previous section of this note titled Recurring Fair Value, When possible, we use quoted market prices to determine fair value. Where quoted
market prices are not available, the fair value is internally derived based on appropriate valuation methodologies with respect to the amount and timing of
future cash flows and estimated discount rates. However, considerable judgment is required in interpreting market data to develop estimates of fait value, so
the estimates are not necessarily indicative of the amounts that could be realized or would be paid in a current market exchange. The effect of using different
market assumptions or estimation methodologies could be material to the estimated fair values. Fair value information presented herein was based on
information available at March 31, 2012, and December 31, 2011.

March 31, 2012 December 31, 2011
Estimated fair value
Carrying Carrying Estimated
(3 in millions) value Level 1 Level 2 Level 3 Total value fair value

Fmancmlassets 2 T T L B : i e
Loans hcld-for-salc, net (a) _ $ 6,670 $ — § 1,793 § 5035 $ 6828 § 8,557 $ 8,674

seceivables and loans, net (&) L . DAI8272 e 002 CLIS960 108962 T 113,252 A LI3,576!
Nonmarketable eqmty mvestments 394 e 365 i 31 396 419 423
Fma"ma[habxl’ ies. - SRR s S
Deposit habxlmcs . $ 47,206 S - 3 3,522 $ 44 313 $ 47,835 § 45050 § 45,696
term borrowinigs 4 LU R T Winiiggy s e T T L T3 8 b 680 602

Long-tclm debt (a)(b) 94,648 e 44,117 51,073 95,190 93,434 92,142
(a)  Includes financial instruments carried at fair value due to fair value option elections. Refer to the previous section of this note mled Fair Value QOption for Financial Assets and Liabilitles

for further information about the fair value elections.
(b) The canrying value includes deferred interest for zero-coupon honds of $658 million and $640 million at March 31, 2012, and December 31, 2011, respectively.

The following describes the methodologies and assumptions used $o determine fair value for the significant classes of financial instruments, In addition
to the valuation methods discussed below, we also followed guidelines for determining whether 2 market was not active and a transaction was not distressed.
As such, we assumed the price that would be received in an orderly transaction (including a market-based return) and not in forced liquidation or distressed

sale.

*  Loans held-for-sale, net — Loans held-for-sale classified as Level 2 include all GSE-eligible mortgage loans valued predominantly using
published forward agency prices. It also includes any domestic loans and foreign loans where recently negotiated market prices for the loan pool
exist with a counterparty (which approximates fair value) or quoted market prices for similar loans arc available. Loans held-for-sale classified as
Level 3 include all loans valued using internally developed valuation models because observable market prices were not available, The loans are
priced on a discounted cash flow basis utilizing cash flow projections from internally developed models that utilize prepayment, default, and
discount rate assumptions. To the extent available, we will utilize market observable inputs such as interest rates and market spreads. If market
observable inputs are not available, we are required to utilize internal inputs, such as prepayment speeds, credit losses, and discount rates.

»  Finance receivables and loans, net — With the exception of mortgage loans held-for-investment, the fair value of finance receivables was based
- on discounted future cash flows using applicable spreads to approximate current rates applicable to cach category of finance receivables (an income
approach using Level 3 inputs). The carrying value of commercial receivables in certain markets and certain other automotive- and mortgage-
lending receivables for which interest rates reset on a short-term basis with applicable market indices are assumed to approximate fair value either
because of the short-term nature or because of the interest rate adjustment feature. The fair value of cormercial receivables in other markets was
based on discounted future cash flows using applicable spreads-to approximate current rates applicable to similar assets in those markets.

For mortgage loans held-for-investment used as collateral for securitization debt, we used a portfolio approach with Level 3 inputs
to measure these loans at fair value. The objective in fair valuing these loans (which are legally isolated and beyond the reach of our creditors) and
the related collateralized borrowings is to reflect our retained economic position in the securitizations. For mortgage loans held-for-investment that
are not securitized, we used valuation methods and assumptions similar to those used for mortgage loans held-for-sale. These valuations consider
unique attributes of the loans such as geography, delinquency status, product type, and other factors. Refer to the section above titled Loans held-
Jor-sale, net, for a description of methodologies and assumptions used to determine the fair value of mortgage loans held-for-sale.

*  Deposit liabilities — Deposit liabilities represent certain consumer and brokered bank deposits, mortgage escrow deposits, and dealer deposits.
Deposits classified as Level 2 was valued using quoted matket prices from active markets for similar instruments. The fair value of deposits at
Level 3 were estimated by discounting projected cash flows based on discount factors derived from the
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forward interest rate. swap curve.

+  Debf— Level 2 debt was valued using quoted market prices in inactive markets. Debt valued using internally derived inputs, such as prepayment
speeds and discount rates, was classified as Level 3.

22. Segment and Geographic Information

Operating segments are defined as components of an enterprise that engage in business activity from which revenues are carned and expenses incurred
for which discrete financial information is available that is evaluated regularly by our chief operating decision maker in deciding how to allocate resources
and in assessing performance.

We report our results of operations on a line-of-business basis through five operating segments - North American Automotive Finance operations,
International Automotive Finance operations, Insurance operations, Mortgage - Origination and Servicing operations, and Morigage - Legacy Portfolio and
Other operations, with the remaining activity reported in Corporate and Other. The operating segments are determined based on the products and services
offered and geographic considerations, and reflect the manner in which financial information is currently evaluated by management. The following is a
description of each of our reportable operating segments. ' ’

North American Automotive Finance operations — Provides automotive financing services to consumers and automotive dealers in the United
States and Canada and includes the automotive activities of Ally Bank and ResMor Trust, For consumers, we offer retail automotive financing and
leasing for new and used vehicles, and through our commercial automotive financing operations, we fund dealer purchases of new and used
vehicles through wholesale or floorplan financing.

International Automotive Finance operations — Provides automotive financing and full-service leasing to consumers and dealers outside of the
United States and Canada. Our International Automotive Finance operations will focus the majority of new originatious in five core international
. markets: Germany, the United Kingdom, Brazil, Mexico, and China through our joint venture. -~

TInsurance operations — Offers consumer finance and insurance products, and commercial insurance products sold primarily through the dealer
channel including vehicle sefvice contracts, commercial insurance coverage in the United States (primarily covering dealers' wholesale vehicle
inventory), and personal automobile insurance in certain countries outside the United States.

Morigage — Origination and Servicing operations —The principal activities include originating, purchasing, selling, and securitizing conforming
and government-insured residential mortgage loans in the United States; servicing residential morigage loans for oursclves and others; and
providing collateralized lines of credit to other mortgage originators, which we refer to as warehouse lending. We also originate high-quality prime
jumbo mortgage loans in the United States, We finance our mortgage loan originations primarily in Ally Bank in the United States.

Mortgage — Legacy Portfolio and Other operations — Primarily consists of loans originated prior to January 1, 2009, and includes noncore
business activities including discontinued operations, portfolios in runoff, our mortgage reinsurance business, and cash held in the ResCap legal
entity. These activities, a1l of which we have discontinued, included, among other things: lending to real estate developers and homebuilders in the
United States and United Kingdom; and purchasing, selling, and securitizing nonconforming residential morigage loans (with the exception of
U.S. prime jumbo mortgage loans originated subsequent to January 1, 2009, which are included in our Origination and Servicing operations) in
both the United States and internationally. '

Corporate and Other primarily consists of our centralized corporate treasury and deposit gathering activities, such as management of the cash and
corporate investment securities portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments, the amortization of the
discount associated with new debt jssuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual impacts of our
corporate funds-transfer pricing (FTP) and treasury asset lisbility management (ALM) activities. Corporate and Other also includes our Commercial Finance
Group, certain equity investments, and reclassifications and ¢liminations between the reportable operating segments. .
We utilize an FTP methodology for the majority of our business operations. The FTP methodology assigns charge rates and credit rates to classes of
assets and liabilities based on expected duration and the LIBOR swap curve plus an assumed credit spread. Matching duration allocates interest income and .
interest expense to these reportable segments so their respective results are insulated from interest rate risk. This methodology is consistent with our ALM
practices, which includes managing interest rate risk centrally at a corporate level. The net residual impact of the FTP methodology is included within the

results of Corporate and Other.

The information presented in our reportable operating segments and geographic areas tables that follow are based in part on internal allocations, which
involve management judgment.

Change in Reportable Segment Information
Beginning in the fourth quarter 0f 2011, we began presenting our Canadian mortgage operations of ResMor Trust with Legacy Portfolio and Other
operations. Previously these operations were included with Originations and Servicing operations. The change was made because the mortgage operations of

ResMor Trust were classified as discontinued and hetd-for-sale.
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Financial information for our reportable operating segments is summarized as follows.

Global Automotive Services Mortgage (a)
North
American  International Legacy
Automotive  Automotive Origination  Portfolio Corporate -
Three months ended March 31, Finance Finance Insurance - and Servicing and Other and
(8 in millions) i operations operations (b) operations  operations  operations Other (¢) Consolidated (d)

2012 ,

Net financing revenue (loss) $ 50 % (347) $ 669

chc[ l'CVleC N L EEIRL SN [RRTIVL NPT ~1’187
50 (300): 1,856

Total net revenue (loss)

Provisiox for joan Josses < i '.'2._6' S (12) Lo L 140
Total noninterest expense 50 148 . 1,350
" Income (loss) from contibuing o érations:. ' e e
: - (4 366

before income tax-expénsg:

Total assets

$ 102,894 16,054 $ 28929 § 186,350

o

Net financing revenue (loss $ 818 166 $§ (522) 8 544
Total net revenue (loss) (497) 1,552
: : i (17) S 13

144 1,340

31 99

Total assets $ 87662 $ 16295 § 9,024. § 18,714 $ 12,259 § 29,750 § 173,704

(&) Represents the ResCap legal entity and the mortgage activities of Ally Bank.
()  Amounts include intrasegment eliminations between our North Americen Automotive Finance operations, International Automotive Finance operations, and Insurance operations.

(¢) Total assets for the Commercial Finance Group were $1.2 billion and $1.4 billion at March 31, 2012 and 2011, respectively.
(d)  Net financing revenve (loss) after the provision for loan losses totaled §529 million and $431 million for the three months ended March 31, 2012 and 2011, respectively.
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Information concerning principal geographic areas was as follows.
Income (foss)
from continuing
operations
before income Net income
Three months ended March 31, (8 in millions) Revenue (a)(b) tax expense (a)(c) (loss) (a)(c)
Canada $ 190 $ 114
Latin America 247 s
Total foreign 553 223 177
Total domestic @ T R Cigs oy
Total $ 1,856 $ 366 $ 310
Cz;nac-l‘a
Burope (@), © "

Latin America
Asid-Pacific.

559

" Total foreign
i TOW‘ domcsuc(c) o LT T T g 993 :
$ 1,552 § 99 $ 146
(a)  The 2011 balances for “Asia-Dacific and domestic werc reclassified to Conform with the 2012 presentation These reclassitications have no impact to our condensed consolidated results of
operations. .
(b) Revenuc consists of net financing revenue and total otherr a5 presented in our Ce densed Consolidated St t of Comprehensive Income.
(c) The domestic amounts include original discount amortization of $111 million and $299 million for the three months ended March 31, 2012 and 2011 respectively.
@ A ts include eliminations b our foreign operations.
(¢) Amountsinclude eliminations between our domestic and foreign operations.

23, Parent and Guarantor Consolidating Financial Statements

Certain of our senior notes are guaranteed by a group of subsidiaries (the Guarantors). The Guarantors, each of which is a 100% directly owned

are Ally US LLC, IB Finance Holding Company,

subsidiary of Ally Financial Inc,

LLC, GMAC Latin

America Holdings LLC, GMAC International

Holdings B.V., and GMAC Continental Corporation. The Guarantors fully and unconditionally guarantee the senior notes on 2 joint and several basis.

The following financial staternents present condensed consolidating financial data for (i)

Ally Financial Inc. (on a parent company-only basis), (ii) the

Guarantors, (iii) the nonguarantor subsidiaries (all other subsidiaries), and (iv) an elimination column for adjustments to arrive at (v) the information for the

parent company, Guarantors, and nonguarantors on a consolidated basis.

Investments in subsidiaries are accounted for by the parent compatty and the Guarantors using the equity method for this
are therefore classified in the parent company’s and Guarantors’ investment in subsidiaries accounts. The elimination entries set

operations of subsidiaries

presentation. Results of

forth in the following condensed consolidating financial statements eliminate distributed and undistributed income of subsidiaries, investments in subsidiaries,

and intercompany balances and transactions between the parent, Guarantors, and nonguarantors.
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Condensed Consolidating Statement of Income

Ally
Three months ended Maxch 31, 2012 (8 in millions) Parent Guarantors Nonguarantors Consolidating Adjustments consolidated
Financing revenue and other interest income - -, »
Interest and fees on finance receivables and loans $253 ¢ 8 $ 1,421 $ “@ $ 1,678
Interest n:m:i'fqos.o.ri finance receivablc-s:nﬁi lc{;ﬁé%'intq'ﬁ.c:bmpnqx P TR AL s L8 T e (54) o e
Intcrest on loans held-for-sale - - i 5 — 68 — 73
Interest on- lmdmg sccunncs S o __'_:‘ ) B " o - oon, - ) 11
Interest and dividends on avallable-for sale mvestment securities o — 84 —_ 84
lntcrest-bcanngcnsh : : _ S H'.:l E — 13 o B 14
Operating leases . o o N ’ 52 - 488 — 540
Total ﬁnihcing Tevenue and other l;m;i‘;st i‘r_u‘cgn-'nev,..__, ' e B 2083 - - o " (53) 2,400-%
Interestexpense S
1 58
. ) - 449 Ll LI7T
Intorcst on mtercompany debt ' ' - ) 7 52 (58) —
’l‘otal_' L P D R . . R T
o 13 — 280
Net finaning (loss) ovenus . R P I
Dividends from subsidiaries -
sk sbdiris . S e
Othcrrcvenue o 4
Smxcmg fccs . — ;'i58: 1
Servicing asset valuation and hedge actxvmes, net _— — 9 - 9
Tutn.l scmcmg mcoma,nct : :': : ’ ' , 2 : ‘ : .
Insurance premi and service eamed — — 375 — 375

(Loss) gain on mongagc aud aulomouve loans,

Other gam on mvestmcms, net

e s s

To(ﬂlne.t(lélss) A . .. . RO .
Provision for loan losscs> o ‘ . . ‘ ) 5 - 2 . . 6.;5 o L 140
Nunlntcrestexpense . ) - L T : ‘ i ' o . S
Compeusanon ﬂndbcncﬁts expense - ) T -216 147 256 475
]nsurance losses nnd-lossa_djus!mcmcxpenses'f"--.»I" el v i NS . L -—- o -- : 159 o : v 159
Other operating expenses 93 1 ' 792 170) ) 716

Totl noninterest expense = .- - o T 309 148 . 1200 e 1,350 -
(Loss) income from continuing operations before income tax (benefit) expense and

undistributed income of subsidiaries (552) 3 1,061 (146) 366
Income tax (benefit) expense from continuing operations . : : . (254) e 318 - . 64
Net (loss) income from continuing eperations (298) 3 743 (146) 302
Income fromdiscontinucdoﬁcrmiuns, net of tax ‘ ’ 7 — 1 v - 8
Undistributed income of subsidiaties

Bank subsidiary . 23 223 ~ @) -

Nonbank subsidiatics a8 85 - (463) -
Net income . ’ ' : £310 8 m $ 744 s (1,055) b 310
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: Ally
Three months ended March 31, 2011 (8 in millions) » ‘ Parent Guarantors Nonguarantors Consolidating Adjustments consolidated
Rinaneing revenue and other interest income * ~ N : ) s v L . . o ‘. L . - )
Interest and fees on finance receivables and lc;ans V - $252 % 7 $ 1,362 $ — $ 1,621
Intercst gm:i fees on finance receivables and 19:_1ns_-—-l_n_\_crgomppn)‘. R ' . . . 81 - 5 SO 27 (103) -‘,7—
Interest on loans held- for-.sale ' . — — 84 — 84
Intcrcslonlradmgswunncs . o . Lo - ...- . :-_:’. -— S s . ~ o 3
Imcrest and dividends on avmlablc-for—salc mvastment securmcs 3 — 100 — 1.03
lnlcrcsl nnd dwldcndq on u\'allablc for-salcmvumlcnt sv:curmes-—mtcuo i ) sl —- b : . 2 o . _.; : @ N -
Intcrcst—hearmg cash 3 - 9 . ' — B 12
Opesati g lcases 308 h T 347 s T s

Total financing r and other i t income ‘ 657 12 1,914 (105) 2,478
Interest on deposits
1nl¢mﬁil__oir?1_ _ghjon}tcrm borrowings. i n.
Interest on long-term debt

lxl;crcﬁfgnipgqr};qmnqny debt o S

Total 1ntcrcst cxpensc

Depregiation ¢

KD on e, ting leasg assets - -

Net ﬁnancmg (loss) revenue
ledcnds from <ubs1dxancs
Nonbank subsidiaries

Semcmg fccs

Scr\‘xcmg asscl valuahcm and hedgc activities, net::

Total su:rvxcmg mcoma net

Grin on mortgagc and automnnvc 1oans, net

Loés:o extinguishment of debt -

Other gam on mvestments net

Other i mcome, nct of loqst;s

Total other ravcnuc

Totnl net revenue

Prnvismn for loan losses

Compensatxon and benefits cxpcnse

yses and loss adjustmcm expcnSLs -

Other operating expenses

Total nonmtcrcs{ cxpense, ; L N : ERLNY o .'-”,_:~3.1-6_- 3 : }_,1_69.-,_.: o : 1,340
(Loss) income from continuing operations befare fncome tax (beneﬁt) expense and undistributed

income of subsidiaries (319) i . 91? 99
Tncame tak (Ib'eﬁcﬁt)‘ex;;cﬁséﬁﬁm cnnfiﬁhihghﬁcmtigns Do . i e (L TR L - - : )
Net (loss) incame from contmuing operations (186) 1 8.‘.)5 v (501) . .1.6.9‘
Loss from discontinued operations, net of tax e e RO T ® - sy ’ T )8
Undistributed income of subsxdmncs . ' o .

Bank subsidiary S T €' -

Nonbank subsidiaries 86 197 - (283) —
Net income S146 5449 S w1 o5 - (17280 s 14
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Condensed Consolidating Balance Sheet

Consolidating Ally
March 31, 2012 (3§ in millions) B Pavent Guarantors Nounguarantors adjustments consolidated
o - - e s e D
Cash and cash cqulvalems
Nonlntcrcsx bcanng V ‘ T T s e s R T ST ger s -- . s 12,279
lnterest-bearing . 3,901 32 6,867 — ' 19,8‘00

lntcrcébbc‘aring — intercompany

Total cash and cash equxvalcms

Tradmg assc!s ’

Iuvcstment securities

Loans hc!d-for-salc, ne

Fmance recewables and loans, nct

ce xcccwnblcs and Ion.ns, nct ’

Imercompany loans fo

5 - s @ ‘
Nonbank subsidiaries o 5,521 366 (6,405) -
N oasitogss T T g Ty s

Total finance rcccwnbles z\nd 1onns, nct 27,752 99,063

lnvesrment in cpcratmg lcnscs, net-
Inten:ompauy rccewables from :

Barik subsidiary " i : ] ) ) (7-05) )

Nonbank subsidiarties o - . . 491 556 - 154 (1,201) —

Invcstmennn subs:dmnes - S S .
Bank subsidiary : 13,336 s — (26,672) ——

Other assets

Assits of opemt\ons hcld-for-sale S : : (34) = ) . .
Total assets $ 67,569 $ 18,756 $ 160,155 $ (60,130) 3 186,350

Deposit liabilities

" Nonintefest-bearing vou P K2V

Iﬁtercsk—bcaring . . I,Hﬁi ' . — A 43;,631 —

Tafaldeposicliabilivies. v e vl RULEl T T e s R 1]
.Short.-term borrowings S 2,987 - 139 - 4,077 7,203

jg-terin det T L P empe e L e T Usyestl 93950
lntercompauy debt to '
. Nonbanksubsxdmncs B : T - e 965 v : 484 A .8,836.."‘::' il VA(I(.),285). o L
_ Intercompany payables to o o A ' . .

Buksubsdiny Loy o0 meocary s

Nonbank subsidiaries . . 627 272 i94 B ‘(1,193) . : —
Interestpayable - Lo 4 Csas LT s
.Uneamed insurance premiun;s and service revenue —_ - 2,632 N - . 2,632
Rcscr;les for ipsumm_:_ell_osges ond loss adjustment expenses . : ) .-—- - 565 - ) ST _— 565
Accrued expenses and other liabilities 303 289 12,965 {468) 13,089
Liabilities of operations held-for-sale - . R . - o m
Total lisbilitics . 47,902 © 1,407 129,533 159 166,683
Total equity . 19,667 17,349 30,622 @7,971) 19,667
Total liabilities and equity $ A67,569 $ 18,756 $ 160,155 $ (60,130) $ 186,350
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Consolidating Ally

n ¢ 1idated

December 31, 2011 (8 in millions) Parent Guarantors Nonguaratitors i)

Assets

Cash and cash equivalents

Nommterestbeasing e ot oS S - 8 062 S

Intcrcst-bemmg ‘ 4,848 14 5,698

Intcrcst-bcarmg—-m!ercompnny SR S = ' - — 516

Total cash and cash equwalents 6,261 14 1,276
delngassc: R a Ea O S ' .'6‘22 .
Investment securmcs - — o 15,135
Loans held for-salc, netA_"_'v B 3:425 C= . :8,132:
Fmancerccewablcs smd‘loans,nct o

Finanee rece ablesand loans, net.; “15181 - " 41 S . '.99,}_23.

P G R :
. 550 (6,354) o —
IO
98,422

B

X ___ ) '. (82 i
577 (1,974) e

13068
433

- @6, 122) . —
' < (21242)

(638) 18,741

dray -
67,024 $ 18,044 3

(61,848) $ 184,059

i R B
" Interest-bearing — R 41,253 '

Total depositlabilitics I T SN
Short-tcm\ bon’owmgs ‘ ‘ 2,756 136 . 4,788 — . _7,680
Longtemdebt "1 L elTerTl o ligge o oma T S0 B KT
Intercompany debt to A )

Nonbnk subsidiaries.. - Cse oA 02 R N
Intercompany payables to . .

Bank subsidisry o 39 R - @) e

Nonbank subsndxancs 1,266 1 750 (2,017) -
Interest peyable 167 3 e N K
Unearned insurance premiums and scrvxce revenue — — 2,576 — 2,‘5.76
Reserves for insurance losses and loss ndjuslment expenscs - - 580 — . 580
Accrued expenses and other linbifities 559 323 13,839 (637) 14,084
Liabilities of operations held-for-sale — — 337 e 337
Total liabilities 47,653 1,169 130,349 (14,483) 164,688
Tatal cquity 19,37V - 16,875 30,490 (47,365) 19,371
Tota} liabilitics and cquity $ 67,024 $ 18,044 $ 160,839 3 (61,848) § 184,059
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Condensed Consolidating Statement of Cash Flows

Consolldating Ally
Three months ended March 31, 2012 ($ in millions) Parent Guarantors Nounguarantors adjustments consolidated
Operating activities ] ‘ ‘
Net cash (used in) provided by operating activities $ (412) § 12 3 2,688 s (146) $ 2,142
Investing actlvities ’ : _ - o SR ' ’
Pusct of available-for-sal sccuri(ics. . -— — (3,172) - (3,172
Proceeds from sales of available-for-salé securities . - - o T o R '7.,94l'] v ‘ ——— T 7.,940
Procceds from maturities of available-for-sale securities — — 1,222 — 1,222
Net (inérci\’s'@ decrcase in finance reccivables and foans .- A : : y ‘26 R ‘(744) R o o . . -'(4.,4.09)
Net decrease (increase) in loans — intercompany ® a 3 (1,672) R
Net decrease (incrcasc) in opcrating lcnse aé};cts _ L V (i‘,‘219) B . __ s ,:-:_‘..:_.5(1‘,003-) .

Capnal conmbutxons to subsxdmnes — — 44 —

Rcmmsofconmbutcdcnpnal e -—- o . —- ,_. v (366) [ -
r d ﬁ'om salc of busi units, net — —_ e 29
Other, nc(' ] SNy - B 3m - . — 323
Net cash (used in) pmvldcd by xnvcsung acnvmes 17 (570} (1,994) (4,070)
Financing scﬂvmes ’ ', . P ‘ ; . ,:,:
lNat chauge in short-term bor:owmgs - ﬂmd party 3 ‘ (780) e (546)
Net increase in bank dcposns o I 1,737 T RS N X
Proceeds from issuance of long-tcrm debtuthud party . . o 859 5 9,885 — 10,749
chaymcms oflong‘lcxm debt—ulhud party : [P o () P (9.456) ) - ‘: B (10,029)
Net change in debt — mtcmomprmy (1,640) 1,258 —
S e

Divxdcmls pnld - ﬂurd party

Dividends pmd and retums of conmbutcd capual o mtcu.umpany A e (408] (5010) 512 e
Capifal conlnbutlom from parent s SR U - 44 oo .(‘44)

-Other, net. 260 A —

Nt cesh provided by (used if) finencing activitics @5 LT 1,068 -
Effect of exchange-rate changes on cash and cash equxvulems (136) e (5) — (141)
Net (dccrcase) increese in cash and cush cquxvalcnts - . . o 18 1,568 o (414)“ o ,:, W
Adjustment for change; mcash and cash eqmvalcnts of operrmous held-for—snlc : — .— . 45 —_ 45

. Cash and cash equwalcmsatbcgmmng ofycar ) ) B B _. : ,‘ 14 ‘ . 7.256 . o (sisj L . 1,3'035' .
Cash and cash equivalents at March 31 3 32 $ 8,989 $ (930) $ 13,079
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: Consolidating Ally
Three months ended March 31, 2011 (§in millions) Parent Guarantors Nonguarantors adjustments consolidated
Operating ng_(l_\{lvtl}_es_-. e S S ‘ . » B _. . . . ,‘ L .
Net cash provided by (used in) operating ncﬁvities o o h $ 7,351 \$. l 5 » $ h '('3,343) A$ ('501) IS o 3,642
[nvegnng“mu“ . o T s : U W T . e _A .
Purchases of a;ailt;bl.e-for-salc securities S -— (5,529) —— (5,529)

aans
1,103

T 081

Pmcqus from sales of available-for-sale sccuritics

Proceeds from maturities of available-for-sale securifies

Nt (nesss)dersese in fnanss recsivables snd omns . -
Net decrease (increase) in loans — intercompany
th(mcrcasc)decreasemopcratmg lcasc Sore
Capital contributions to subsidiaries
Proceéds 5Qﬁ'sélé_bfbusiné'ss:\;xi;its; net

Other, net

Net cash (uisdin) pro)

Financing activities

Nt oo iy ST e

Net increase in bank deposits

Procecds i's.sﬁé.s!.c.:e'ot')qns_:!.cm.dchtw:thiséﬁpa@

(11,073) .

Repayments of long-term debt — third party
: 00

Net c,héhg_c_inidcbl_;iqtqigg;gpapy. N

_D_ivi&cnd_s paid d fetuni
Capital contributions from parent
-Oﬁféf, net

Net cash provided by financisig activities

Ef ng on gash.and,

Net increase (decrease) in cash and cash equivalents

u ivale
Cash and cash cquivalents at beginning of year

pivalopts ot March 31

24, Contingencies and Other Risks ) .
In the normal course of business, we enter into transactions that expose us to varying degrees of risk. For additional information on contingencies and
other risks arising from such transactions, refer to Note 31 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-K,

Mortgage Foreclosure Matters
Settlements with Federal Government and State Attorneys General
Agreement
On February 9, 2012, we reached an agreement in principle with respect to investigations into proccdurcs' followed by mortgage servicing companies and

banks in connection with mortgage origination and servicing activities and foreclosure home sales and evictions (Settlement). On March 12,2012, the

Settlement was filed as 2 consent judgment in the U.S. District Court for the District of Columbia.

The Settlement requires a payment by Residential Capital, LLC, one of our mortgage subsidiaries, of approximately $110 million to a trustee, who will
then distribute these funds to federal and state governments, This payment was made on March 14, 2012, In addition, we are obligated to provide $200 million
towards borrower relief, subject to possible upward adjustment as described below. This obligation for borrower relief will include loan modifications,
including principal reduction ‘and rate reduction refinancing programs for borrowers that meet cerfain requirements, and participation in certain other
programs. Generally, if certain basic criteria are met, borrowers that are either delinquent or at imminent risk of default and owe more on their mortgages than
their homes are worth could be eligible for principal reductions, and borrowers that are current on their mortgages but who owe more on their mortgage than
their homes are worth could be eligible for refinancing opportunities. Further, we have agreed to solicit all borrowers that are eligible for rate and principal
modifications as of March 1, 2012. We are committed to providing loan modifications to all eligible borrowers who accept a modification offer within three

months of the solicitation. We have also agreed to provide loan modifications to borrowers who accept a modification offer within six months
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of the solicitation, unless and until total borrower relief provided exceeds $250 million . As of March 31, 2012, no loan modifications have been completed.
However, we ate currently in the process of soliciting eligible borrowers and expect modifications to begin in the second quarter of 2012.

The Settlement provides incentives for borrower relief that is provided within the first twelve months, and all obligations must be met within three years
from the date the consent judgment was filed. In addition to the foregoing, we are required to implement new servicing standards relating to matters such as
foreclosure and bankruptey information and documentation, oversight, loss mitigation, limitations on fees, and related procedural matters, Certain mortgage
companies (Mortgage Companies) expect to implement the new servicing standards by the October 5, 2012 deadline. Compliance with these obligations are
overseen by an independent monitor, who has authority to 1mpose additional penalties and fines if we fall to meet established timelines or fail to implement

required servicing standards.

The Settlement generally resolves potential claims arising out of origination and servicing activities and foreclosure matters, subject to certain
exceptions, The Settlement does not prevent state and federal authorities from pursuing criminal enforcement actions, securities-related claims (including
actions related to securitization activities and Mortgage Electronic Registration Systems, or MERS), loan origination claims, certain claims brought by the
FDIC and the GSEs, and certain other matters. The Settlement also does not prevent claims that may be brought by individual borrowers.

Federal Reserve Board Civil Money Penalty

On February 9, 2012, we agreed with the Federal Reserve Board on a civil money penalty (CMP) of $207 million related to the same activities that were
the subject of the Settlement. This amount will be reduced dollar-for-dollar in connection with certain aspects of our satisfaction of the required monetary
payment and borrower relief obligations included within the Settlement, as well as our participation in other similar programs approved by the Federal
Reserve Board, While additional future cash payments related to the CMP are possible if we are unable to satisfy the borrower relief requirements of the
Settlement within two years, we currently expect that the full amount of the CMP will be satisfied through our commitments included within the Settlement.

Other Mortgage Foreclosure Matters
Commonwealth of Massachusetts

On December 1, 2011, the Commonwealth of Massachusetts filed an enforcement action in the Suffolk County Superior Court against GMAC Mortgage
and several other lendet/servicers, For further details, refer to Legal Proceedings below.

Consent Order

As aresult of an examination conducted by the FRB and FDIC, on April 13, 2011, each of Ally Financial Inc., Ally Bank, Residential Capital, LLC and
GMAC Mortgage, LLC (collectively, the Ally Entities) entered into a Consent Order (the Consent Order) with the FRB and the FDIC. The Consent Order
requires the Ally Entities to make improvements to various aspects of Ally’s residential mortgage loan-servicing business, including compliance programs,
internal audit, communications with borrowers, vendor management, management information systems, employee training, and oversight by the boards of the

Ally Entities.

The Consent Order further requires GMAC Mortgage, LLC to retain independent consultants to conduct a risk assessment related to mortgage servicing
activities and, separately, to conduct a review of certain past residential mortgage foreclosure actions., We cannot reasonably estimate the ultimate impact of
any deficiencies that have been or may be identified in our historical foreclosure procedures. There are potential risks related to these matters that extend
beyond potential liability on individual foreclosure actions. Specific risks could include, for example, claims and litigation related to foreclosure remediation
and resubmission; claims from investors that hold securities that become adversely impacted by continued delays in the foreclosure process; the reduction in
foreclosure proceeds due to delay, or by challenges to completed foreclosure sales to the extent, if any, not covered by title insurance obtained in connection
with such sales; actions by courts, state attorneys general, or regulators to delay further the foreclosure process after submission of corrected affidavits, or to
facilitate claims by borrowers alleging that they were harmed by our foreclosure practices (by, for example, foreclosing without offering an appropriate range
of alternative home preservation options); additional regulatory fines, sanctions, and other additional costs; and reputational risks. To date we have borne all
out-of-pocket costs associated with the remediation rather than passing any such costs through to investors for whom we service the related mortgages, and

we expect that we will continue to do so.
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Loan Repurchases and Obligations Related to Loan Sales
Overview

Mortgage Companies within our Mortgage operations sell loans that take the form of securitizations guaranteed by the GSEs, securitizations to private
investors, and to whole-loan investors. In connection with a portion of our Mortgage Companies' private-label securitizations, the monolines insured atl or
some of the related bonds and guaranteed timely repayment of bond principal and interest when the issuer defaults, In connection with securitizations and loan
sales, the trustee for the benefit of the related security holders and, if applicable, the related monoline insurer, are provided various representations and
warranties related to the loans sold. The specific representations and warranties vary among different transactions and investors but typically relate to, among
other things, the ownership of the loan, the validity of the lien securing the loan, the loan's compliance with the criteria for inclusion in the transaction,
including compliance with underwriting standards or loan criteria established by the buyer, the ability to deliver required documentation and compliance with
applicable laws. In general, the representations and warranties described above may be enforced against the applicable Mortgage Companies at any time
unless a sunset provision is in place. Upon discovery of a breach of 8 representation or warranty, the breach is corrected in a manner conforming to the
provisions of the sale agreement, This may require the applicable Mortgage Companies to repurchase the loan, indemnify the irivestor for incurred losses, or
otherwise make the investor whole. We have entered into settlement agreements with both Fannie Mae and Freddie Mac that, subject to certain exclusions,
limit our remaining exposure with the GSEs, See Government-sponsored Enterprises below. ResCap assumes all of the customary mortgage representation
and warranty obligations:for loans purchased from Ally Bank and subsequently sold into the secondary market, generally through securitizations guaranteed

by the GSEs. In the cvent ResCap fails to meet these obligations, Ally Financial Inc. has guaranteed Ally Bank coverage of certain of these liabilities.

Originations

" The total exposure of the applicable Mortgage Companies to mortgage representation and warranty claims is most significant for loans originated and
sold between 2004 through 2008, specifically the 2006 and 2007 vintages that were originated and sold prior to enhanced underwriting standards and risk-
mitigation actions implemented in 2008 and forward. Since 2009, we have focused primarily on originating domestic prime conforming and government-
insured mortgages. In addition, we ceased offering interest-only jumbo mortgages in 2010, Representation and warranty risk-mitigation strategies include, but
are not limited to, pursuing settlements with investors where economically beneficial in order to resolve a pipeline of demands in lieu of loan-by-loan
assessments that could result in repurchasing loans, aggressively contesting claims we do not consider valid (rescinding claims), or seeking recourse against

comrespondent lenders from whom we purchased loans wherever appropriate.

Repurchase Process

After receiving a claim under representation and warranty obligations, the applicable Mortgage Companies will review the claim to determine the
appropriate response (¢.g. appeal and provide or request additional information) and take appropriate action (rescind, repurchase the loan, or remit
indemnification payment), Historically, repurchase demands were generally related to loans that became delinquert within the first few years following
origination. As a result of market developments over the past several years, investor repurchase demand behavior has changed significantly. GSEs and
investors are more likely to submit claims for loans at any point in the loan's life cycle, including requests for loans that become delinquent or loans that incur
a loss. Representation and warranty claims are generally reviewed on a loan-by-loan basis to validate if there has been a breach requiring a potential
repurchase or indemnification payment. The applicable Mortgage Companies actively contest claims to the extent they arenot considered valid, The
applicable Mortgage Companies are not required to repurchase a loan or provide an indemnification payment where claims are not valid.

The risk of repurchase or indemnification and the associated credit exposure is managed through underwriting and quality assurance practices and by
servicing mortgage loans to meet investor standards. We believe that, in'general, the longer a loan performs prior to default the less likely it is that an alleged
breach of representation and warranty will be found to have a material and adverse impact on the loan's performance. When loans are repurchased, the
applicable Mortgage Companies bear the related credit loss on the loans. Repurchased loans are classified as held-for-sale and initially recorded at fair value.
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Thé following table presents the total number and original unpaid principal balance of loans related to unresolved representation and warranty demands
(indemnification claims or repurchase demands). The table includes demands that we have requested be rescinded but which have not been apreed to by the

investor.

March 31,2012 December 31, 2011 (a)
Number . Number ’
(8 in millions) of loans Original UPB of loans of loans Original UPB of loans
Insured PLS (monolines) ' ' o ' '
CMBIA sk b v e e LT T3040 o i AL e S 3L st 490
FGIC } ' o 4,826 R 73 4,608 , 369

Other '*

Uninsured PLS
Whiole-loan/othier v < e e o i g PR 4755 ;
Total number of loans and unpaid principal balance 14,389 § 1,195 13,522 $ 1,069

(a) Excludes certain populations where counterparties have req d additional d

We are currently in litigation with MBIA Insurance Corporation (MBIA) and Financial Guaranty Insurance Company (FGIC) with respect to certain of
their private-label securitizations. Historically we have requested that most of the repurchase demands presented to us by both MBIA and FGIC be rescinded,
consistent with the repurchase process described above. As the litigation process proceeds, additional loan reviews are expected and will likely result in

additional repurchase demands.

Representation and Warranty Obligation Reserve Methodology

The liability for representation and warranty obligations reflects management's best estimate of probable lifetime losses at the applicable Mortgage
Companies. We consider historical and recent demand trends in establishing the reserve. The methodology used to estimate the reserve considers a variety of
assumptions including borrower performance (both actual and estimated future defaults), repurchase demand behavior, historical loan defect experience,
historical mortgage insurance rescission experience, and historical and estimated future loss experience, which includes projections of future home price
changes as well as other qualitative factors including investor behavior. In cases where we do not have or have limited current or historical demand experience
with an investor, it is difficult to predict and estimate the level and timing of any potential future demands. In such cases, we may not be able to reasonably
eslimate losses, and-u Lubility is not recognized. Management montitors the adequacy of the overall reserve and makes adjustments to the level of reserve, as
necessary, after consideration of other qualitative factors including ongoing dialogue and experience with counterparties.

At the time a loan is sold, an estimate of the fair value of the liability is recorded and classified in acerued expenses and other linbilities on our
Condensed Consolidated Balance Sheet and recorded as a component of gain (loss) on mortgage and automotive loans, net, in our Condensed Consolidated
~ Statement of Comprehensive Income . We recognize changes in the liability when additional relevant information becomes available. Changes in the estimate
are recorded as other operating expenses in our Condensed Consolidated Statement of Comprehensive Income . The repurchase reserve at March 31, 2012

relates primarily to non-GSE exposure.

The following table summarizes the changes in our reserve for representation and warranty obligations.

Three months ended March 31, ( § in millions) 2012 2011
‘Balance dt Jannary 1, T S 7 $ 830
Provision for mortgage representation and warranty expenses

Loan sales 5 6

Change in estimate — continuing aperations 19 26
Total additions N R 24 32
Resolved claims (a) A . . (42) (B34
Recoveries e v 4 2
Balance at March 31, $ 811 $ 830

@) Includes principal losses and accrued interest on repurchased loans, indemnification payments, and settlements with counterparties.

Government-sponsored Enterprises

Between 2004 and 2008, the applicable Mortgage Companies sold $250.8 billion of loans to the GSEs. Each GSE has specific guidelines and criteria for
seliers and servicers of loans underlying their securities. In addition, the risk of credit loss of the loan sold was generally transferred to investors upon sale of
the securities into the secondary market. Conventional conforming loans were sold to either Freddie Mac or Fannie Mae, and government-insured loans were
securitized with Ginnie Mae. For the three months ended March 31, 2012, the applicable Mortgage Companies received repurchase claims relating to 8128
million of original unpaid principal balance of which $93 million are
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. associated with the 2004 through 2008 vintages. The remaining $35 million in repurchase claims relate to post-2008 vintages. During the three months ended

March 31, 2012, the applicable Mortgage Companies resolved claims with respect to $110 million of original unpaid principal balance, including settlement,

repurchase, or indemnification payments related to $60 million of original unpaid principal balance, and rescinded claims related to $50 miltion of original
unpaid principal balance. The applicable Mortgage Companies' representation and warranty obligation liability with respect to the GSEs considers the existing
unresolved claims and the best estimate of future claims that could be received. The Mortgage Companies consider their experience with the GSE in

evaluating its liability. During 2010, we reached agreements with Freddie Mac and Fannie Mae that, subject to certain exclusions, limits the remaining
exposure of the applicable Mortgage Companies to each counterparty.

n March 2010, certain of our Mortgage Companies entered into an agreement with Freddie Mac under which we made a one-time payment to Freddie
Mac for the release of repurchase obligations relating to most of the mortgage loans sold to Freddie Mac prior to January 1, 2009, This agreement does not
release obligations of the applicable Mortgage Companies with respect to exposure for private-label MBS in which Freddie Mac had previously invested,
loans where Ally Bank is the owner of the servicing, as well as defects in certain other specified categories of loans. Further, the applicable Mortgage
Companies continue to be responsible for other contractual obligations we have with Freddie Mac, including all indemnification obligations that may arise in
connection with the servicing of the mortgages. The total original unpaid principal balance of Toans originated prior to January 1, 2009 and where Ally Bank
was the owner of the servicing was $10.9 billion, For the three months ended March 31,2012, the amount of losses taken on loans repurchased relating to
defects where Ally Bank was the owner of the servicing was $5 million and the amount of losses taken on loans that we have repurchased relating 10 defects
in the other specified categoties was $2 million. These other specified categories include (i) loans subject to certain state predatory lending and similar laws;-
(ii) groups of 25 or more MOrtgage loans purchased, originated, or gerviced by one of our mortgage subsidiaries, the purchase, origination, or sale of which all
involve a common actor who committed fraud; (i) “non-loan-level” representations and warranties which refer to representations and warrantics that do not
relate to specific mortgage loans (examples of such non-loan-level representations and warranties include the requirement that our mortgage subsidiaries meet
certain standards to be eligible to sell or service loans for Freddie Mac or our mortgage subsidiaries sold or serviced loans for market participants that were
not acceptable to Freddie Mac); and (iv) mortgage loans that are ineligible for purchase by Freddie Mac under its charter and other applicable documents. If,
however, a mortgage loan was ineligible under Freddie Mac's charter solely because mortgage insurance was rescinded (rather than for example, because the
mortgage loan is secured by a commercial property), and Freddic Mac required our mortgage subsidiary to repurchase that loan because of the ineligibility,
Freddie Mac would pay our mortgage subsidiary any net loss we suffered on any later liquidation of that mortgage loan. ’

Certain of our Mortgage Companies received subpoenas in July 2010 from the Federal Housing Finance Agency (FHFA), which is the conservator of
Fannie Mae and Freddic Mac. The subpoenas relating to Fannie Mae investments have been withdrawn with prejudice. The FHFA indicated that documents
provided in response to the remaining subpoenas will enable the FHFA to determine whether they believe issuers of private-label MBS are potentially liable
1o Freddie Mac for losses they might have incurred. Although Freddie Mac has not brought any representation and warranty claims against us with respect to
private-label securities subsequent to the settlement, they may well do so in the future. The FHFA has commenced sccurities and related common law fraud -
litigation against Ally and certain of our Mortgage Companies with respect to certain of Freddie Mac's private-label securities investments. Refer to the Legal
Proceedings described below for additional information,

On Decémber 23, 2010, certain of our mortgage subsidiaries entéred into an agreement with Fannie Mae under which we made a one-time payment to
Fannie Mae for the release of repurchase obligations related to most of the mortgage loans we sold to Fannie Mae prior to Junie 30, 2010, The agreement also
covers potential exposure for private-label MBS in which Fannie Mac had previously invested. This agreement does not release the obligations of the ’
applicable Mortgage Companies with respect fo loans where Ally Bank is the owner of the servicing, as well as for defects in certain other specified
categories of loans. Further, the applicable Mortgage Companies continue to be responsible for other contractual obligations they have with Fannic Mae,
including all indemnification obligations that may arise in connection with the servicing of the mortgages, and the applicable Mortgage Companies continue
to be obligated to indemnify Fannie Mae for litigation or third-party claims (including by borrowers) for matters that may andount to breaches of selling
representations and warranties, The total original unpaid principal balance of loans originated prior to January 1, 2009 and where Ally Bank was the owner of
the servicing was $24.4 billion. For the three months ended March 31, 2012, the amount of losses we have taken on loans that we have repurchased relating to
defects where Ally Bank was the owner of the servicing was $14 million and the amount of losses we have taken on Toans that we have repurchased relating
to defects in the other specified categories of loans was. $10 million, These other specified categories include, among others, (i) those that violate anti-
predatory laws or statutes or related regulations or that otherwise violate other applicable laws and regulations; (if) those that have non-curable defects in title
to the secured property, or that have curable title defects, to the extent our mortgage subsidiaries do not cure such defects at our subsidiary’s expense; (iii) any
mortgage loan in which title or ownership of the mortgage loan was defective; (iv) groups of 13 or more mortgage loans, the purchase, origination, sale, or
servicing of which all involve a common actor who committed fraud; and (v) mortgage loans not in compliance with Fannie Mae Charter Act requirements
(e.g., mortgage loans on commercial properties or mortgage loans without required mortgage insurance coverage). If a mortgage loan falls out of compliance
with Fannie Mae Charter Act requirements because mortgage insurance COVerage has been rescinded and not reinstated or replaced, upon the borrower's
default our mortgage subsidiaries would have to pay to Fannie Mae the amount of insurance proceeds that would have been paid by the mortgage insurer with
respect to such mortgage loan. If the amount of the loss exceeded the amount of insurance proceeds, Fannie Mae would be responsible for such excess.

Private-label Securitizations (PLS)
in general, representations and warranties provided as part of our securitization activities are less rigorous than those provided to the
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GSEs and generally impose higher burdens on parties seeking repurchase. In order to successfully assert a claim, it is our position that a claimant must prove a
breach of the representations and warranties that materially and adversely affects the interest of the investor in the allegedly defective loan. Securitization
documents typically provide the investors with a right to request that the trustee investigate and initiate a repurchase claim. However, a class of investors
generally is required to coordinate with other investors in that class comprising not less than 25%, and in some cases, 50%, of the percentage interest
constituting a class of securities of that class issued by the trust to pursue claims for breach of representations and warranties. In addition, our private-label
securitizations generally require that the servicer or trustee give notice to the other parties whenever it becomes aware of facts ot circumstances that reveal a
breach of representation that materially and adversely affects the interest of the certificate holders.

Regarding our securitization activities, certain of our Mortgage Companies have exposure to potential losses primarily through two avenues. First,
investors, through trustees to the extent required by the applicable agreements (or monoline insurers in certain transactions), may request pursuantto
applicable agreements that the applicable Mortgage Company repurchase loans or make the investor whole for losses incurred if it is determined that the
applicable Mortgage Company violated representations and warranties made at the time of the sale, provided that such violations materially and adversely
impacted the interests of the investor. Contractual representations and warranties are different based on the specific deal structure and investor. It is our
position that litigation of these matters must proceed on a loan by loan basis. This issue is being disputed throughout the industry in various pending litigation
matters. Similarly in dispute, as a matter of law, is the degree to which claimants will have to prove that the alleged breaches of representations and warranties
actually caused the losses they claim to have suffered. Ultimate resolution by courts of these and other legal issues will impact litigation and treatment of non-
litigated claims pursuant to similar contractual provisions. Second, investors in securitizations may attempt to achieve rescission of their investments or
damages through litigation by claiming that the applicable offering documents were materially deficient. If an investor properly made and proved its
allegations, the investor might attempt to claim that damages could include loss of market value on the investment even if there were little or no credit loss in

the underlying loans,

Insured PLS (Monolines)

Historically, the applicable Mortgage Companies securitized loans where the monolines insured all or some of the related bonds and guaranteed the
timely repayment of bond principal and interest when the issuer defaults. Typically, any alleged breach requires the insurer to have both the ability to assert a
claim as well as evidence that a defect has had a material and adverse effect on the interest of the security holders or the insurer. Generally, most claims in
connection with private-label securitizations come from Monoline Insurers and continue to represent the majority of outstanding repurchase demands. For the
period 2004 through 2007, the Mortgage Companies sold $42.7 billion of loans into these monoline-wrapped securitizations. During the three months ended
March 31, 2012, the Mortgage Companies received repurchase claims related to $28 million of original unpaid principal balance from the monolines
associated with.the 2004 through 2007 securitizations. The Mortgage Companies have resolved repurchase demands through indemnification payments
related to $2 million of original unpaid pnnclpal balance. . ’

We are cum_antly in litigation with MBIA and FGIC, and additional litigation with other monolines is likely.

Uninsured PLS

Historically, the applicable Mortgage Companies securitized loans where all or some of the related bonds were uninsured. These entities are required to
make customary representations and warranties about the loans to the investor and/or securitization trust. Though particular application of the language is in
dispute in various litigation, the contracts typically require claimants to demonstrate that an alleged breach of representations and warranties has had a
material and adverse effect on the interest of the security holder. During the period 2004 through 2007, the Mortgage Companies sold $182.1 billion of loans
into these uninsured private-label securitizations. Claims associated with uninsured PLS were historically self identified and constituted an immaterial portion
of new claims. They historically were included within the Whole loan/other category. During the three months ended March 31, 2012, we received 2
repurchase request from a bond trustee with respect to one uninsured PLS deal for loans originated in 2006 relating to $70 million of original unpaid principal
balance. The Mortgage Companies are currently reviewing this repurchase request.

Whole-loan Sales

In addition to the settlemnents with the GSEs noted earlier, certain of our Mortgage Companies have settled with whole-loan investors concerning alleged
breaches of underwriting standards. For the three months ended March 31, 2012, certain of our Mortgage Companies have received $22 million of original
unpaid principal balance in repurchase claims, all of which are associated with the 2004 through 2008 vintages of loans sold to whole-loan investors. Certain
of our Mortgage Companies resolved claims related to $10 million of original unpznd principal balance, including settlements, repurchascs indemnification
payments, and rescinded claims.

Private Mortgage Insurance

Mortgage insurancé is required for certain consumer mortgage loans sold to the GSEs and certain securitization trusts and may have been in place for
consumer mortgage loans sold to whole-loan investors. Mortgage insurance is typically required for first-lien consumer mortgage loans having a loan-to-value
ratio at origination of greater than 80 percent. Morigage insurers are, in certain circumstances, permitted to rescind existing mortgage insurance that covers
consumer loans if they demonstrate certain loan underwriting requirements have not been met. Upon receipt of a rescission notice, the applicable Mortgage
Companies will assess the notice and, if appropriate, refute the notice, or if the notice cannot be refuted, the applicable Mortgage Companies attempt to
remedy the defect. In the event the mortgage insurance cannot be reinstated, the applicable Mortgage Companies may be obligated to repurchase the loan or
provide an indemnification payment in the event of a loss, subject to contractual limitations, While the applicable Mortgage Companies make every effort to

reinstate the mortgage insurance,
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they have had limited success andasa result, most of these requests result in rescission of the mortgage insurance. At March 31, 2012, the applicable
Mortgage Companies have approximately §173 million in original unpaid principal balance of outstanding mortgage insurance rescission notices where we
have not received a repurchase demand. However, this unpaid principal amount is not representative of expected future losses.

Legal Proceedings

We are subject to potential liability under various governmental proceedings, claims, and legal actions that are pending or otherwise asserted against us,
We are named as defendants in a number of legal actions, and we are involved in govemmental proceedings arising in connection with our respective
businesses. Some of the pending actions putport to be class actions, and certain legal actions include claims for substantial compensatory and/or punitive
damages or claims for indeterminate amounts of damages. We establish reserves for legal claims when payments associated with the claims become probable
and the payments can be reasonably estimated. Given the inherent difficulty of predicting the outcome of litigation and regulatory matters, it is generally very
difficult to predict what the eventual outcome will be, and when the matter will be resolved, The actual costs of resolving legal claims may be higher or lower
then any amounts reserved for the claims. The following information supplements the disclosures in Note 31 to the Consolidated Financial Statements in our
2011 Annual Report on Form 10-K, )

FGIC Litigation

The Financial Guaranty Insurance Company (EGIC) filed three complaints on November 29,2011, against several of Ally's mortgage subsidiaries in
New York County Supreme Court. In two of these cases, both entitled Financial Guaranty Insurance Company v. Residential Funding Company LLC (RFC),
et al., FGIC alleges that defendants RFC and ResCap breached their contractual representations and warranties relating to the characteristics of the mortgage
foans contained in certain insured MBS offerings, FGIC further alleges.that the defendants breached their contractual obligations to permit access to loan files
and certain books and recards. .

In the third case, entitled Financial Guaranty Insurance Company v. GMAC Mortgage LLC (GMAC Mortgage), et al,, RGIC makes similar contract
allegations against GMAC Mortgage and ResCap, as well as a claim against GMAC Mortgage for fraudulent inducement. In addition, FGIC alleges aiding
and abetting fraudulent inducernent against Ally Bank, which originated a large portion of the loans in the disputed pool, and breach of the custodial

_agreement for failing to notify FGIC of the claimed breaches of representations and warranties. In each of these cases, FGIC seeks, among other relief,

reimbutsement of all sums it paid under the various policies and an award of legal, rescissory, equitable, and punitive damages.

On December 15, 2011, FGIC filed a fourth complaint in New York County Supreme Court related to insurance policies issued in connection with an
RFC-sponsored transaction. This complaint, éntitled Financial Guaranty Insurance Company V. Ally, et al., names Ally, RFC, and ResCap, and secks various
forms of declaratory and monetary relief. The complaint alleges that the defendants are alter egos of one another, fraudulently induced FGIC's agregment 10
provide insurance by misrepresenting the nature of RFC's business practices and the credit quality and characteristics of the underlying loans, and have now
materially breached their agreement with FGIC by refusing its requests for information and documents.

On December 27, 2011, FGIC filed three additional complaints in New York County Supreme Court against Ally, REC, and ResCap. These complaints
seck relief nearly identical to that of FGIC's previously filed cases and contain substantialty similar aflegations. In particular, FGIC alleges that the
defendants, acting as alter egos of each other, fraudulently induced FGIC to enter into seven separate insurance and indemnity agreements and breached their
contractual obligations under same. .

Since January 1, 2012, FGIC has filed five new complaints in federal court naming some combination of Ally, ResCap, Ally Bank, RFC, and GMAC
Mortgage. The five complaints were filed on January 31, 2012, March 5, 2012, March 6, 2012, March 12, 2012 and March 13, 2012, respectively. These
complaints seek relief nearly identical to that of FGIC's previously filed cases and contain substantially similar allegations. In particular, FGIC alleges that the
defendants, acting as alter egos of each other, fraudulently induced FGIC fo enter into seven separate insurance and indemnity agreements and breached their
contractual obligations under same. In addition, FGIC amended its first-filed complaint to name Ally Financial as a defendant.

All of the FGIC cases are now venued in the U.S. District Court for the Southern District of New York, and the defendants have asked the Court for
leave to file motions to dismiss each such case. :

Mitchell Litigation

In this statewide class action, plaintiffs alleged that Mortgage Capital Resources, Inc. (MCR) violated the Missouri Second Mortgage Loan Act by
charging Missouri borrowers fees and interest not permitted by the Act. RFC and Homecomings Financial LLC (HFN), among others, were named as
defendants in their role as assignees of certain of the MCR loans, Following a trial concluded in January 2008, the jury returned verdicts against all
defendants, including an award against REC and HFN for $4 million in compensatory damages (plus pre- and post-judgment interest and attorneys' fees) and
against RFC for $92 million in punitive damages. In a November 2010 decision, the Missouri Court of Appeals affirned the compensatory damages but
ordered a new trial on punitive damages. Upon remand, we paid $12.8 million in compensatory damages (including interest and attorneys' fees). At the end of
February 2012, RFC entered into an agreement in principle to settle all of plaintiffs' remaining claims, including plaintiffs’ ‘already-awarded attorneys' fecs on
appeal, for a total of $17.3 million. The agreement was preliminarily approved on April 16, 2012. The hearing on final approval is scheduled for May 18,
2012. .
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Potential Losses - Litigation, Repurchase Obligations, and Related Claims
Litigation

As described under Legal Proceedings above, Ally and certain of its subsidiaries have been named as defendants in several cases relating to their various
roles in MBS offerings. '

Private-label Securitizations — Other Potential Repurchase Obligations

When our Mortgage Companies sell mortgage loans through whole-loan sales or securitizations, these entities are required to make customary
representations and warranties about the loaris to the purchaser and/or securitization trust. These representations and warranties relate to, among other things,
the ownership of the loan, the validity of the lien securing the loan, the loan's compliance with the criteria for inclusion in the transaction, including
compliance with underwriting standards or loan criteria established by the buyer, ability to deliver required documentation, and compliance with applicable
laws. Generally, the representations and warranties described above may be enforced against the applicable Mortgage Companies at any time over the life of
the loan, subject to applicable statutes of limitations and other similar limitations. Breaches of these representations and warranties have resulted in a
requirement that the applicable Mortgage Companics repurchase mortgage loans. As the mortgage industry continues to experience higher repurchase
requirements and additional investors begin to attempt to put back loans, a significant increase in activity beyond that experienced today could occur, resulting
in additional future losses at our Mortgage Companies. ) A

Potential Losses : :

We currently estimate that ResCap's reasonably possible losses over time related to the litigation matters and potential repurchase obligations and related
claims described above could be between $0 and $4 billion over existing accruals, This estimated range is based on significant judgment and numerous
assumptions that are subject to change, and which could be material. However, as a result of ResCap's current financial position, we belicve ResCap's ability
to pay for any such losses is very limited. Refer to Note 1 to the Condensed Consolidated Financial Statements for a discussion of reasonably possible losses

in connection with a ResCap bankrhiptey filing.

Other Contingencies , .

We are subject to potential liability under various other exposures including tax, nonrecourse loans, self-insurance, and other miscellancous
contingencies. We establish reserves for these contingencies when the item becomes probable and the costs can be reasonably estimated. The actual costs of
resolving these items may be substantially higher or lower than the amounts reserved for any one item. Based on information currently available, itis the
opinion of management that the eventual outcome of these items will not have.a material adverse impact on our results of operations, financial position, or

cash flows.

25. Subsequent Events

Declaration of Quarterly Dividend Pryments

On April 4, 2012 , the Ally Board of Directors declared quarterly dividend payments on certain outstanding preferred stock. This included a cash
dividend of $1.125 per share, or a total of $134 million , on Fixed Rate Cumulative Mandatorily Convertible Preferred Stock, Series F-2; a cash dividend of
$17.50 per share, or a total of $45 million , on Fixed Rate Cumulative Perpetual Preferred Stock, Series G; and a cash dividend of $0.53 per share, or a total
of $22 million , on Fixed Rate/Floating Rate Perpetual Preferred Stock, Series A. The dividends are payable on May 15, 2012.

Chrysler Exclusivity Agreement

We are currently party to an agreement with Chrysler, pursuant to'which Chrysler is obligated to pravide us with exclusivity privileges related to certain
of its retail financing subvention programs. On April 25, 2012, Chrysler provided us with notification of non-renewal, and as a result the agreement will
expire on April 30, 2013.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Selected Financial Data

The sclected historical financial information set forth below should be read in conjunction with Management’s Discussion and Analysis (MD&A) of
Financial Condition and Results of Operations, our Condensed Consolidated Financial Statements, and the Notes to Condensed Consolidated Financial
Statements. The historical financial information presented may not be indicative of our future performance.

.

The following table presents selected statement of income data.

Three months ended March 31,

(8 in millions) . . . 2012 2011

Total financing revenu¢ and othcr interest ingome. - . e ' RN 2400 § 248
e T o me. . 1,433 L S Lot
Deprociation expense on operating lease assets G 2930 R [
Net financing revenue o 669 = 544 _

Tpt’él"'éth'érre,vcnue,'_;:. S

Total noninterest expense

from continuing operations before income tax expense (benefit) -

Income tax expense (benefit) from continuing operations

th,irgdbmc fro_mconiinu_ing'opq_rations’-_l REES

Income (loss) from discontinued operations, net of tax

Basic and diluted earnings per common share

(165s) troim continuing operations

Add: Income tax eipcnse ®

Léss: Inconie (loss) from discontinued operations; : ;

Core pretax income (a) $ 474 $ 425

(@) Core pretax income is ot a Tinancial measure defined by accounting principles generally accepted To the United States of America (GAAP). Wc define core pretax income as earings
from continuing operations before income taxes, original issue discount amortization expense primarily associated with our 2008 bond exchange, and the gain on extinguishment of debt
related to the 2008 bond exchange. We believe that the presentation of core pretax income is useful information for the users of our fi fal ts in understanding the earnings
from our core businesses. In addition, core pretax income is the primary measure {hat management uses to assess the performance of our operations. We believe that corc pretax income
is a useful alternative measurc of our ongoing profitability and performance, when viewed in conjunction with GAAP measures. The presentation of this additional information is not a
substitute for net income determined in accordance with GAAP.

(b)  Primarily represents original issue discount amortization expense agsociated with the 2008 bond exchange, including accelerated amortization of $30 million for the three moniths ended
March 31, 2011 that was reported as & loss on extinguishment of debt in the Condensed Consolidated Statement of Comprehensive Income.
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The following table presents selected balance sheet and ratio data.

At and for the
three months ended March 31,

(8 in millions) 2012 2011

Selec ’pcrioé-a}.d balance sheet dotu: o o S h

Total assets ‘ ‘5 186,350 $ 173,704

Lung-lcm\,dcbt s 93,990 8 . 88,139

Prefcrred stock/mterests $ 6,940 $ 6,940
s 1. L s

Toml equxty ey
" Financial ratlos

Bfﬁcxcncy mtlo (a)

Core efﬁcxency mﬂo (a)

Remm on assets

Net income frorn continuing openmons

Core prctax mcome

Rctum on cquuy

Net income from continuing operations

Tier t capna! (d)

Prefcn‘cd equi 2 -2
(2,542) 2,541)

L 11,916 12,662

Trust preferred securitios

Tier 1 common capital (non-GAAP) (g) -
Risk-weightcd assets (h) . . $ 158,460 $ 150,814

Tier | common (to nsk-wmghted Rssets) (g) - . . 2o . . 11.182% o 8.40% -
(=)  The efficiency ratia equals totaf other noninterest expense divided by total net revenue. The core efﬁcxency ratio equals total other noninterest expense divided by total net revenue excludmg ongmal issue discount
amortization expense.

(b)  Netinterest spread represents the difference between the rate on fotal interest-eaming assets md the rate on total i t-beering lisbilitles, ing di inued operations for the periods shown.

{e) Net yicld on interest: ing assets rep net fi ing revenue as a of total i t-eaming assets.

{d)  Tier 1 capital generally wnsists of common equity, minority il qualifying fative prefemed stock, and the fixed rate cumulative preferred stock sold to Treasury under TARP, less goadwill and other
adjustments,

(c)  Total risk-based capital is the sum of Ticr | and Tier 2 capital. Tier 2 capital generally cunsnsts of preferred stock not qualifying as Tier 1 capital, limitcd amounts of subordinated debt and the 11 for loan
losses, and other adjustments, The amount of Tier 2 capital may not exceed the amouat of Tier 1 capital.

[33] Tier | levernge equals Tier | copital divided by adjusted quarterly average total assets (which reflects edjustments for disellowed goodwill and certain i ible assets). The minil Tier 1 & ge ratio is 3% or 4%
depending on factors specified in the regulations.

{g)  Wadefine Tier | common as Tier I capital less 1 including qualifying p pe | preferred stock, minority iaterest in subsidiaries, trust p d and datorily convertible preferred
securitics, Ally considers vatious measures when evaluating capita) utilization and adequacy, includi lbe Tier ! equity ratio, in addition to capital ratios defined by bunking regulators. This calculation is
intended to complement the capital ratios defined by banking i for both absolute and Because GAAP does not include capital ratio measures, Ally believes there are no comparable

GAAP financial measures to these ratios. Tier 1 common equity is not formally defined by GAAP or codlﬁed lI'I the federal banking regulahons and, therefore, is considered to be a non-GAAP financial measure. Ally
believes the Tier } common equity ratio is important because we believe analysts and bnnkmg regulators may assess our capital adequacy using this ratio. Additionally, presentation of this measute allows readers to
compate certain aspects of our capital adequacy on the same basis to other companies in the industry.

(hy . Risk-weighted assets ate defined by lation and are d ined by allocating assets and specified off-bal sheet fi isl i into sevetel broad risk categories.
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Overview
Ally Financial Inc. (formerly GMAC Inc.) is a leading, independent, globally diversified, financial services firm. Founded in 1919, we are a leading

automotive financial services company with over 90 years experience providing a broad array of financial products and services to automotive dealers and
their customers. We are also one of the largest residential mortgage companies in the United States. We became a bank holding company on

December 24, 2008, under the Bank Holding Company Act of 1956, as amended. Our banking subsidiary, Ally Bank, is an indirect wholly owned subsidiary
of Ally Financial Inc. and a leading franchise in the growing direct (online and telephonic) banking market.

Discontinued Operations
During 2011, we committed to sell certain operations of our International Automotive Finance operations, Insurance operations, and Mortgage Legacy

Portfolio and Other operations, and have classified certain of these operations as discontinued. For all periods presented, all of the operating results for these
operations were removed from continuing operations. Refer to Note 2 to the Condensed Consolidated Financial Statements for additional information

regarding our discontinued operations.

Primary Lines of Business
Our primary lines of business are Global Automotive Services and Mortgage operations. The following table summarizes the operating results excluding
discontinued operations of each line of business for the three months ended March 31, 2012 apd 2011. Operating results for each of the lines of business are

more fully described in the MD&A sections that follow.
Three months ended

March 31,
Favorable/
(unfavorable)
(8 in millions) 2012 2011 % change

Total net revenue (_ei(p‘@n_;e)
Global Automotive Services
';'*tNéﬁh:Aiﬁ'e -Atfom -
‘ _Intemationa] Au_ton}c_)ti Fi ance

tive Fmanceopcratlo : 854 .

erations

_ Mortgage
Orvigiation

i Serviding operations

Legacy»Poxtfolio aﬁd Othq o;l)erations

Corporate and Other
Total

Inconié (loss) fror  operations hefore incoie tax eipense (benofi)

Global Automotive Servi S

North Amerioun Automoiive Finanoe operaions. a8
International Automotive Finance operations 45 o
Ingurance 6;jepét_ions : e 124 - 131 Lo (S)v"__" o
Mortgage
Origination and Servicinlg operafions . - a7 g5 e 188
Legacy Portfolio and Other operations (26) (42) 38
Corporate and Other -~ @) @9 30
Total $ 366 § 99 n/m

n/m = not meeningful

«  Our Globa! Automotive Services operations offer a wide range of financial services and products to retail automotive consumers and automotive
dealerships. Our Global Automotive Services consist of three separate reportable segments — North American Automotive Finance operations,
International Automotive Finance operations, and Insurance operations, Our North American Automotive Finance operations include the

automotive activities of Ally Bank and ResMor Trust. Our automotive finance services include acquiring or providing retail installment sales
contracts, loans, and leases, offering term loans to dealers, financing dealer floorplans and other lines of credit to dealers, fleet leasing, and vehicle

remarketing services.

nd insurance products sold primarily through the automotive dealer channel and

Our Insurance operations offer both consumer finance a
£ consumer finance and insurance products,

commercial insurance products sold to dealers. As part of our focus on offering dealers a broad range 0

we provide vehicle service contracts, and maintenance coverage.
focus on strategic operations in five core markets: Germany, the United

We have significantly streamlined our intemational presence to
Kingdom, Brazil, Mexico, and China through our joint venture, GMAC-SAIC Automotive Finance Company Limited (GMAC-SAIC).

76




12-12020-mg Doc 2828-20 Filed 02/01/13 Entered 02/01/13 20:06:40 Exhibit S-2
Pg 11 of 69

Table of Contents

Management's Discussion and Analysis

Ally Financial Inc. ¢+ Form 10-Q

On April 25, 2012, Chrysler provided us with notification of nonrenewal for the existing agreement governing the exclusivity privileges
related to certain of its retail financing subvention programs (for further discussion on our agreement, refer to our Annual Report on Form 10-K for
the yeer ended December 31, 2011, Item 1, Business - Manufacturer Relationships). As a result of this notification, the agreenent will expire on
April 30, 2013. The nonrenewal of the existing contract does not preclude the two companies from continuing to work together in the future.

On March 22, 2012, we announced that MG Motor UK selected Ally as the preferred wholesale provider for dealerships in the United
Kingdom. This agreement expands on the existing preferred retail financing relationship established in 2011.

*  Ourmortgage business is a leading originator and servicer of residential mortgage loans in the United States. We report our Mortgage operations as
two distinct segments: (1) Origination and Servicing operations and (2) Legacy Portfolio and Other operations. These operations are conducted )
through the mortgage operations of Ally Bank and subsidiaries of the Residential Capital, LLC (ResCap) legal entity.

Our Origination and Servicing operations consist of originating, purchasing, selling, and securitizing conforming and government-insured
residential mortgage loans in the United States. We are one of the largest residential mortgage loan servicers in the United States, and we provide
collateralized lines of credit to other mortgage originators, which we refer to as warehouse lending. We finance our mortgage loan originations
primarily in Ally Bank. We scll the conforming mortgages we originate or purchase in sales that take the form of securitizations guaranteed by the
Federal National Mortgage Association (Fannie Mae) or the Federal Home Loan Mortgage Corporation (Freddie Mac), and we sell government-
insured mortgage loans we originate or purchase in securitizations guaranteed by the Government National Mortgage Association (Ginnie Mae).
We also selectively originate prime jumbo mortgage loans.

Our Legacy Portfolio and Other operations primarily consist of loans originated prior to January 1, 2009, and includes noncore business
activities including discontinued operations, portfolios in runoff, our mortgage reinsurance business, and cash held in the ResCap legal entity.
These activities, all of which we have discontinued, included, among other things: lending to real estate developers and homebuilders in the United
States and the United Kingdom; and purchasing, selling, and securitizing nonconforming residential mortgage loans (with the exception of U.S.
prime jumbo mortgage loans originated subsequent to January 1, 2009, which are included in our Origination and Servicing operations) in both the
United States and internationally.

ResCap did not make a semi-annual interest payment that was due on April 17, 2012, related to $473 million of unsecured debt principal,
which matures in 2013, The interest due was $20 million. The indenture provides that a failure to pay interest on an interest payment date does not
become an event of default unless such failure continues for a period of 30 days. ResCap has significant additional near-term interest and principal
payments on its outstanding debt securities and credit facilities. Ally or ResCap may take additional actions with respect to ResCap as each party
deems appropriate. These actions may include, among others, Ally providing or declining to provide additional liquidity and capital support for
ResCap; Ally purchasing assets from ResCap; asset sales by ResCap to third partics, or other business reorganization or similar action by ResCap
with respect to all or part of ResCap andfor its affiliates. This may include a reorganization under bankruptcy laws, which ResCap is actively
considering. Refer to Note 1 for further details on ResCap.

«  Corporate and Other primarily consists of our centralized corporate treasury and deposit gathering activities, such as management of the cash and
corporate investment securities portfolios, short- and long-term deht, retail and brokered deposit liabilities, derivative instruments, the amortization
of the discount associated with new debt issuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual
impacts of our corporate funds-transfer pricing (FTP) and treasury asset liability management (ALM) activities. Corporate and Other also includes
our Commercial Finance Group, certain equity investments, and reclassifications and eliminations between the reportable operating segments. Our
Commercial Finance Group provides senior secured commercial-lending products to small and medium sized businesses primarily in the United
States. : :
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Consolidated Results of Operations ]
The following table summarizes our consolidated operating results excluding discontinued operations for the periods shown.

Three months ended March 31,

Favorable/
(unfavorable)
(8 in millions) : 2012 2011 % change
Net financing revenue . o . . oy O Co
Total financing revenue-and other interest income $ 2400 $ 2478 (3)
Intérest expense . ... : PR U fipagg’ e T
Depreciation expense on operating lease assets ‘ 293 270 (&)
Nt financing revenve L ' T T e B

Other revenue

Net servicing income 18 NS o
Insurance premiums and service revenue earned
Gein o morigage ind automotive loans; et
Loss on extinguishment of debt
Othér gain on fnvestmens; et

Other income, net of losses
“Total other fevenue
_ Total net revenue

Noninterest expense
Cormipey sation'dnd :\Séneﬁf_s"’exp'_éhééf
Insurance losses and loss adjustment expenses

Othef operating & penses

Total noninterest expense

Incorie from continuing operations before income t{_i# expense (benefit). SRR E TR

Income tax expense (benefit) from continuing operations

et Tacom from confimuing oporations
1/m = not meaningful

We eamned net income from continuing operations of $302 million for the three months ended March 31, 2012, compared to net income from continuing
operations of $169 million for the three months ended March 31, 2011. Net income from continuing operations for the three months ended March 31, 2012,
was favorably impacted by a decrease in interest expense related to bond maturities and normal monthly amortization, an increase in consumer automotive
financing revenue driven primarily by strong origination volume during 2011, and higher fee income and net origination revenue related to increased
consumer mortgage-lending prodaction associated with govemment—sponsored refinancing programs. The increase was partially offset by higher income tax

expense.

Total financing revenue and other interest income decreased by 3% for the three months ended March 31, 2012, compared to the same period in 2011.
The decrease at our Mortgage Legacy Portfolio and Other operations resulted from a decline in average asset levels due to portfolio runoff and loan sales.
Operating lease revenue at our North Automotive Finance operations decreased due to lower levels of lease units outstanding during the quarter, primarily
driven by the continued wind-down of legacy lease assets. These declines were partially offset by an increase in consumer financing revenue at our North
American Automotive operations driven primarily by strong loan origination volume during 2011, resulting primarily from increased volumes of used vehicle
automotive financing and higher automotive industry sales.

Interest expense decreased 14% for the three months ended March 31, 2012, compared to the same period in 2011. The decrease was primarily duc to

lower OID amortization expense of $188 million related to bond maturities and normal monthly amortization,

Depreciation expense on operating lease assets increased 9% for the three months ended March 31, 2012, compared to the same period in 2011,
primarily due to lower lease remarketing gains as a result of lower Jease termination volume. :

Net servicing income was $319 million for the three months ended March 31, 2012, compared to $270 million for the same period in 2011. The
servicing valuation in 2011 was unfavorably impacted by an adjustment related to higher servicing costs related to enhanced foreclosure procedures,
establishment of single point of contact, and other processes to comply with the Consent Order. The increase was also due to favorable market movement.
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Insurance premiums and service revenue carﬁed_dccrcascd 6% for the three months ended March 31, 2012; compared to the same period in 2011. The
decrease was primarily due to lower insurance premiums and service revenue earned resulting from declining U.S. extended service contracts written between

2007 and 2009 due to lower domestic vehicle sales volume.

Gain on mortgage and automotive loans increased 40% for the three months ended March 31, 2012, compared to the same period in 2011, primarily due
to higher mortgage loan margins due to change in channel mix.

Loss on extinguishment of debt decreased $39 million for the three months ended March 31, 2012, compared to the same period in 2011. The activity in
2011 included $30 million of accelerated amortization of original issue discount related to the extinguishment of certain Ally debt.

Other income, net of losses, increased 36% for the three months ended March 31, 2012, compared to the same period in 2011, The increase for the three
" months ended March 31, 2012, was primarily due to higher fee income and net origination revenue related to increased consumer mortgage-lending

production associated with government-sponsored refinancing programs.

The provision for loan losses was $140 million for the three months ended March 31, 2012, compared to $113 million for the same period in 2011, The
increase in the three months ended March 31, 2012, reflected continued growth in the consumer and commercial automotive portfolios and a lower reserve
release from the ongoing runoff of our legacy mortgage porifolio.

Compensation and benefits expense increased 12% for the three months ended March 31, 2012, compared to the same period in 2011. The increase was
primarily related to a revaluation adjustment of our share-based compensation awards and an increase in headcount at Mortgage Origination and Servicing
operations due to higher consumer-lending production.

Other operating expenses decreased 4% for the three months ended March 31, 2012, compared to the same period in 2011, primarily due to lower
advertising and marketing expenses and lower vehicle remarketing and repossession expense, partially offset by higher professional services expense.

Income tax expense from continuing operations was $64 million for the three months ended March 31, 2012, compared to an income tax benefit of $70
million for the same period in 201 1. The increase in income tax expense during the three months ended March 31, 2012, compared to the same period in 2011,
was due to the 2011 benefit being largely driven by a $101 million income tax benefit on a reversal of valuation allowance on net deferred tax assets in one of

our Canadian subsidiaries that was not a recurring cvent in 2012.

In calculating the provision for income taxes, we apply an estimated annual effective tax rate to year-to-date ordinary income. We have a full valuation
allowance against our domestic net deferred tax assets and certain international net deferved tax assets. Accordingly, tax expense is driven by foreign income
taxes on pretax profits within our foreign operations and U.S. state income taxes in states where profitable subsidiaries are required to file separately from
other loss companies in the group or where the use of prior losses is restricted.
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d Analysis

Global Automotiive Services

Results for Global Automotive Services are presented by reportable segment, which includes our North American Automotive Fin

International Automotive Finance operations, and our Insurance operations.

Our Global Automotive Services operations offer a wide range of financial services and insurance
automotive dealerships, Our automotive finance servi
to dealers, financing dealer floorplans and other lines of credit to dealers,
vehicle service contracts with mechanical breakdown and maintenance coverages,

wholesale vehicle inventory.

North American Automotive Finance Operations
Results of Operations

The following table summarizes the operating results of
Automotive Finance operations consist of automotive financing in the United S
ResMor Trust, The amounts presented are before the elimination of balances an

our North American Automotive Finance

ces include acquiring or providing retail installment sales contra
fleet leasing, and vehicle remarketing servic
and we provide commercial insurance primarily co

2/01/13 20:06:40 Exhibit S-2

ance operations, our

products to retail automotive consumers and

cts, loans and leases, offering term loans
es. We also are a leading provider of
vering dealers’

operations for the periods shown. North American

1ates and Canada and include the automotive activities of Ally Bank and
d transactions with our other reportable segments.

Three months ended March 31,

} Favorable/
(unfavorable)
(% in millions) 2012 2011 % change
Net ﬁnanclng revenue - T T — S
Consumer $ - 763 - §. 668 .
: AC‘ommer'c'ial‘ v = 322 Tl 326
Loans held-for-sale 5 —_
Operating leases Cosse o 6sL
Other interest income

23

“Total financing revenue and other interest income L

18

Interest expense 578 582
Dépreci:;ii;)n e‘x;')ens'c.on operating lease assels C 1) L 268 Vil
Net financing revenue 175 818
(:)the‘rAi'é\-/en'ue E e R
Servicing fees ) 30 45
Other income . a9 e 64
Total other revenue 79 109 (28)
Total net revenue 854 027 " (8)
Provision for loan losses 78 46 (70)
Noninterest expense S o L
Compensation and benefits expense 119 116 (€)]
Other operating expenses 215.. 247 13
Total noninterest expense 334 363 -8
Income before income tax expense (benefit) .87 RV, 518 Sy
Total assets $ 102,894 $ 87,662 17
Operating data VR S
Retail Originations ) 8,927 $ 10,140 12)
Lease Originations - 1,619 2219 @n

Our North American Automotive Finance op
2012, compared to $518 million for the three months ended March 31,2011, The des
gains due to lower termination volume, the run-off of legacy lease assets, lower servicing
loan losses. These declines were partially offset by increased consumer financing revenue

crease in 2012 was

for the three months ended March 31, 20
tion volume, resulting primari

Consumer financing revenue increased 14% 12, compare!

consumer asset levels primarily related to strong loan original

80

erations earned income before income tax expense of $442

fees and remarketing fee income,
driven by strong origination volume and lower ope:

million for the three months ended March 31,
ly driven by lower operating lease remarketing
and higher provision expense for
rating expenses.

primari

d to the same period in 2011, due to an increase in

ly from increased volumes of used
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vehicle automotive financing and higher automotive industry sales. Additionally, we continue to pradently expand our nonprime origination volume. The
increase in consumer revenue from volume was pattially offset by lower yields as a result of the competitive market environment for automotive financing.

Operating lease revenue decreased 18% for the three months ended March 3 1, 2012, compared to the same period in 2011 , due to lower levels of lease
units outstanding during the quarter, primarily driven by the continued wind-down of legacy lease assets.

Depreciation expense on operating lease assets increased 9% for the three months ended March 31, 2012, compared to the same period in 2011,
primarily due to lower lease remarketing gains as a result of lower lease termination volume.

Servicing fee income decreased 33% for the three months ended March 31, 2012 compared to the same period in 2011, due to lower levels of off-
balance sheet retail serviced assets driven by a reduction of whole-loan sales.

Other income decreased 23% for the three months ended March 31, 2012, compared to the same period in 2011 , primarily due to lower remarketing fee
income driven by lower remarketing volumes through our proprietary SmartAuction platform. While we continue to grow our diversified remarketing
volumes with third parties, the growth was offset by reductions in remarketing volume from our off-lease vehicles and repossessed assets.

The provision for loan losses was $78 million for the three months ended March 31, 2012, compared to $46 million for the same period in 2011 . The
increase for the three months ended March 31, 2012 , was primarily due to continued growth in consumer and commercial loans. Overall portfolio credit
quality remains strong and continues to benefit from favorable pricing in the used vehicle market.

_ Other operating expenses decreased 13% for the three months ended March 31, 2012, compared to the same period in 2011 . The decrease was & result .
of lower expense related to automotive manufacturer exclusivity arrangetnents and lower costs associated with reduced lease termination volumes, including
lower vehicle remarketing expenses.
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International Automotive Finance Operations
Results of Operations :

The following table summarizes the operating results of our International Automotive Finance operations excluding discontinued operations for the
periods shown, The amounts presented are before the climination of balances and transactions with our other reportable segments and include eliminations of
balances and transactions among our North American Automotive Finance operations and Insurance operations.

Three months ended March 31,

Favorable/
(unfavorable) % change

(8 in millions) 2012 2011

Net financing revenue. -, R

‘Consurmer . $ 304 8
Commercml R 93
Operating leases . ‘4 ‘ o
Other iriterest income” PR 7.

Total financing revenue and other interest income 418
Iri_lgrcst_,;gixp"qr;;;_c,;_ RN R ' : el sl
Depreciation expense on operating lease assets . 2

Other revenue
Other income; .

Total other revenue

Proviéibn -for.]oan Josses
Noninterest expense
Compensation and benefits
Other :,op_a'tafi;{é ‘f_ékpégﬂs_és

Total noninterest expense

Income from continufig dperations before inco)

§ 16,054

Consumer originations () (b ' $ 2294 § 1,898 21
() Represents consumer originations for continuing operations only. .
(b) Includes vehicles financed through our joint venture GMAC-SAIC, which is'recorded 8s other income. We own 40% of GMAC-SAIC alongside Shanghai Automotive Group Finance
Company LTD and Shanghai General Motors Corporation LTD.

Our Intemational Automotive Finance operations earned income from continuing operations before income tax expense of $45 million during the three
months ended March 31,2012, compared to 331 million during the three months ended March 31, 2011, The increase for the three months ended March 31,
2012 , was primarily a result of lower operating expenses driven by lower lcgal costs in Latin America, our continued focus on cost reduction, and higher
income eamed from our China joint venture.

Total financing revenue and other interest income decreased $3 million during the three months ended March 31, 2012, compared to the same period in
2011. The decrease was primarily due to unfavorable movements in foreign-currency exchange rates on our consumer and commercial portfolios, which were
partially offset by stronger originations, primarily in Brazil.

Other income increased 14% for the three months ended March 31,2012, compared to the same period in 2011, primarily due to higher eammnings from
our China joint venture and higher income on other assets in Brazil.

The provision for loan losses increased $10 million for the three months ended March 31,2012, compared to the same period in 2011 . The increase in
provision is related to increased reserves as a result of a cautious economic outlook in Europe and Latin America.

Other operating expenses decreased 16% for the three months ended March 31, 2012, compared to the same period in 2011, primarily due to lower legal
expenses in Latin America,
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Automotive Financing Volume
Consumer Automotive Financing Volume
The following table summarizes our new and used vehicle consumer financing volume and our share of consumer sales:

Ally consumer automotive % Share of
financing volume consumer sales
Three months ended March 31, ( units in thousands) 2012 2011 2012 201t
GM new vehicles,, = .. e o ' - T B
North America 157 266 32 !
'Inlérﬁatibnél.(qxcluding China) (a) . o . e ST h 75 o 30 24
China (b) 24 . 25 8 10
Total 'GM"ﬁeiv_ﬁfiils'iinaflced e T g TR T 366 T e T
Chrysler new vehicles ‘
North Ameica, T
International (excluding China) — —
Toual Chster 'né'wsu'_ni:l_sA P R T gy T T
Other non-GM / Chrysler new vehicles ]
International (excluding China) 1 1
Chma(b) RN s e IR | PO B g
Total other non-GM / Chrysler new units financed 45 41
Uscdvehlclcs ey e S R P
North America 125
Intemational (excluding Chiria) o
China (b)
“Total used units financed
Total consumer automotive financing volume . 556 . 616
(a) - Excludes financing volume and GM sales of di inued operations, s well as GM consumer sales for other countries in which GM operates and in which we have no

financing volume.
() Represents vehicles financed through our joint venture GMAC-SAIC. We own 40% of GMAC-SAIC alongside Shanghai Automotive Group Finance Company LTD and Shanghai

General Motors Corporation LTD.

The decline in consumer automotive financing volume during the three months ended March 31, 2012, compared to the same period in 2011, was
primarily driven by lower retail penetration at both GM and Chrysler in North America. Despite the overall decrease between periods, both used and
diversified originations increased due to our continued strategic focus within these markets. The decrease in North American GM penetration was due to a.
change in automotive manufacturers' incentive strategy and a decrease in Ally-exclusive incentives. The decrease in North American Chrysler penetration was
the result of increased competition. The increases and favorable penetration levels in our International operations were primarily due to aggressive
manufacturer marketing incentive programs coupled with existing Ally campaigns and more competitive pricing.
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Manufacturer Marketing Incentives .
The following table presents the percentage of retail and lease contracts acquired by us that included rate support from GM.

Three months ended March 31, ) 2012 2011
GM subvented volume in North Amgéricd TR . I e
As % of GM North Amencan new retaﬂ and lease volume acquu'cd by Ally
As % oflotal North American new and used reta\l and lcase volume acqutred by Ally - :
- GM subvented International (excludmg Chma) volume (a)

46%
L 28%:

1%

As % of GM Intcrnanonal rew rctall and lease volumc acqlun:d by Ally )
54%

AS % of total International new and uscd retail and lease volume acqulred by Ally
GM sil v nted volume in Chxna ). L
As % of GM China new retml and lease volume acquxred by Ally -

As % of total Chma new and used retaxl and lease volumc acqun'ed by Ally

(a) Represents subvention for continuing operations only. ]
(b) Represents vehicles financed through our joint venture GMAC-SAIC, We own 40% of GMAC-SAIC alongside Shanghai Automotive Group Finance Company LTD and Shanghai

General Motors Corporation LTD.

A%

The following table presents the percentage of Chrysler subvented retail and lease volume acquired by Ally.

Three months cnded March 31, 2012 2011

Chryslcr" n-No P IR s
As % of Chryslcr North Amencan new retaxl and lease volume acquxred by Ally
As % of total North Amerxcan new and used relall and leasc volume quu'ed by Ally

During the three months ended March 31, 2012, North American retail contracts acquired that included rate subvention from GM and Chrysier increased
as a percentage of total new retail contracts acquired as compared to the same period in 2011 dueto a change in the mix of manufacturer marketing incentives
away from non-rate programs. International retail contracts acquired from GM that included rate and residual subvention increased as a result of aggressive

GM campaigns in various international markets,

For further discussion of our manufacturing marketing mce,ntwcs, refer to our Annual Report on Form 10-K for the year ended December 31,2011,
Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations — Automotive Finance Operations.
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Commercial Wholesale Financing Volume
The following table summarizes the average balunces of our commercial wholesale floorplan finance receivables of new and used vehicles and share of
dealer inventory in markets where we operate.

Average balance % Share of dealer inventory
Three months ended March 31 ( $ in m;llzons) 2012 2011 2012 2011
GM new vehicles - ‘ .v o 5 ,‘ :. i .» ,:' " . .. AU - ; ._:.;:
North America (a) $ 16243 $ 15413 72 84
Tntemational (excluding China) (0) () = - = % e T a204n e 3830 e 7T VL6
China (b) (d) 1,443 884 80 _ 81
Total GM new vehicles fiianged  © 50 0w Hodo el L E BT T gD 20,127 S '
Chrysler new vehlcles
Nonh Amenca (a) .
Intemational
Total Chrysler new vehicles financed 7,775 7,203
Other non-GM / Chrysler new vehlcles
North Amenca ‘ ’ o R S ,,_2_,365: B -2,215
Imematxonal (excludmg China) 72 131
* Chifa (d) 5o e
Total other non-GM / Chrysler new vehicles financed 2,442 2,346
Used vehioles . T i Rk
North America |

Tnitetriational (excludmg Chma)

Total used vehicles financed

Total: commercxal wholesale ﬁnance receivable

(ﬂ) Share of dealer mventory based on a 4 month average of desler inventory (excludes in~transit units),
(b)  Share of dealer i mventory based on wholesale financing share of GM shipments.

(¢) Excludes mercial wholesale finance receivables and dealer inventory of discontinued and wind-down operations as well as dealer inventory for other countries in which GM operates
and we had no commercial wholesale finance receivables,
(d) Represents vehicles financed through our joint venture GMAC-SAIC. We own 40% of GMAC-SAIC al ide Shanghai A ive Group Finance Company LTD end Shanghai

General Motors Corporation LTD.

Commercial wholesals financing average volume increased for the three months ended March 31, 2012, compared to the same period in 2011, primarily
due to growing dealer inventories required to support increasing global automobile sales. North American GM and Chrysler wholesale penetration decreased
for the three months ended March 31, 2012, compared to the same period in 2011, due to increased competition in the wholesale marketplace.
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Insurance Operations
Results of Operations ’

The following table surmarizes the operating results of our Insurance operations excluding discontinued operations for the periods shown. The amounts
presented are before the climination of balances and transactions with our other operating segments.

Three months ended March 31,

Favorable/
. (unfavorable)
(8 in millions) : 2012 2011 % change

Insurange pré{mi}_nins and other income- B
Insurance premiums and service revenue carned
Investment income « '
Other income

Total {psura;1q'¢_ piemiums and other income
Expense
Tnsurance lossés.and loss adjustment éxpenseq
Acquisition and underwriting expense
Corisehsation and benefits expense
Insurance commissions expense
. (-')_thi:rckpéhées"j;"_: e

Total acquisition and underwriting expense

Totakexpense o S
Income from continuing operations before income tax expense (benefit)
T A LA TS 8,394

Insurance premiums and service revenue written $ 373 $ 374 —

Combinied ratio (a). i iiis . o S e i 89% 87.4% .

(@ M t uses & d ratio as a primary measure of underwriting profitability with its component ensmred using accounting principles generally accepted in the United States
of Amorica. Underwriting profitability is indicated by a combined ratio under 100% and is calculated as the sum of all incurred losses and expenses (excluding intercst and income tax
expense) divided by the total of premiums and service revenucs carned and other income,

Our Insurance operations earned income from continuing operations before income tax expense of $124 million for the three months ended March 31,

2012, compared to $131 million for the three months ended March 31, 201 1. The decrease was primarily attributable to lower insurance premiums and service
revenue carned. :

Total jnsurance premiums and other income decreased 4% for the three months ended March 31, 2012, compared to the same period in 2011. The
decrease was primarily due to lower insurance premiums and service revenue earned resulting from declining U.S. extended service confracts written between

2007 and 2009 due to lower domestic vehicle sales volume.

Insurance losses and loss adjustment expenses totaled $155 million for the three months ended March 31, 2012, compared to $157 million for the three
months ended March 31, 2011, The decrease was driven primarily by decreased volume of our U.S. extended service contracts. This decrease was partially
offset by higher weather-related losses in the United States on our dealer inventory insurance products.

Acquisition and underwriting expense decreased 4% for the three months ended March 31, 2012, compared to the same period in 2011. The decrease
was primarily due to lower commissions expense in our U.S. dealership-related products matching our decrease in earncd premiums.
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_ The following table shows premium and service revenue written by insurance product.
Three months ended March 31,
(% in millions) 2012 2011

Velicle service contracts ©

$ 94 $ © 90
134 . : 129

Reinsurance (€2))
Total vehicle service contracts - .-+ -+ .. S ) A U Lo
Wholesale : : . ‘ 20 . 2 .
North American operations . 250 246 .
mtermaional operations. o iy St s
Total $ 373 $ . 374

(a) Other finance and insurance includes Guaranteed Automobile Protection (GAP) coverage, excess wear and fear, and other ancﬁ-lary products,

Insurance premiums and service revenue written was $373 million for the three months ended March 31, 2012, compared to $374 million for the same
period in 201 1. Vehicle service contract revenue is eamed over the life of the service contract on a basis proportionate to the anticipated cost pattern. As such,
the majority of eamings from vehicle service contracts written during the three months ended Marck 31, 2012, will be recognized as income in future periods.

Cash and Investinents ) . . .

A significant aspect of our Insurance operations is the investment of proceeds from premiums and other revenue sources. ‘We use these investments to
satisfy our obligations related to future claims at the time these claims are settled. Our Insurance operations have an Investment Committee, which develops
guidelines and strategies for these investments. The guidelines established by this committee reflect our risk tolerance, liquidity requirements, regulatory
requirements, and rating agency considerations, among other factors.

The following table summarizes the composition of our Insurance operations cash and investment portfolio at fair value.

(% in millions) March 31, 2012 : December 31, 2011

Noninterest-bearing cash
- Interest-beating’cas
Total cash

Available-for-sale securities

Debt securities
_ Foreign government 758 678

iy i odor agencis

“Assét-b;;éked‘ . - - o - N 137 - ) 95
Corpof_glg e . . . e s
Other debt ’ v 21 - n
“Total deb,l‘securi@iés ' . ] . ’ . _ X R % ) P
Equity securities _ 969 1,054
Total available-for-sale securities S ‘ I o 4,427
Total cash and securities $ 5,587 $ 5,267
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Mortgage Operations

Our Mortgage operations include the ResCap legal entity and the mortgage operations of Ally Bank (Refer to Note 1 for further details on ResCap).
Results from continuing operations for our Mortgage operations are presented by reportable segment, which includes our Origination and Servicing operations
and our Legacy Portfolio and Other operations.

Origination and Secrvicing Operations
Results of Operations

The following table summarizes the operating results for our Origination and Servicing operations for the periods shown. Our Origination and Servicing
operations principal activities include originating, purchasing, selling, and securitizing conforming and government-insured residential mortgage loans in the
United States; servicing residential mortgage loans for ourselves and others; and providing collateralized lines of credit to other mortgage originators, which
we refer to as warehouse lending. We also originate high-quality prime jumbo morigage loans in the United States, We finance our mortgage loan originations
. primarily in Ally Bank.

Three months ended March 31,

Favorable/
. (unfavorable)
(8 in millions) : 2012 2011 % change
.Netﬁ.“;"i‘l!él_n'g revenue (loss) - S AT R i ‘ R ' BEEEENE T e
Total financing revenue and other interest income . $ 104 $ 101 3 .
1nteré§t.éxpéh_€é: 3 B LI D _.97 . '. .A '118' . :_. i ::_ 18 ;-. e
Net financing revenue (l0ss) . ST 7 . U)
S'éri."'i‘éingifeé:s I C S T e . . 12 . (10)
Servicing asset valuation and hedge activities, net ) 9 87 110 - _
 “Total servicing income, niet. <" e R TR R S 2900
126 2 5o

(Gain on mortgage loans, net

‘Qthier incomé, net of losses Sl : _ AT T S n/m i
Total other revenue ' 547 ' 340 ) . 61 _
'Provision for loan losses 1 2
Neniorsst xpen P
Compensation and béneﬁts expense : 86 65 (32)
Reﬁiés'entéii"xiﬁﬁd'\yarranﬁg‘"y’.éxpén'sﬁe'f ' EEREEY SRS @ S m
Other operating expenses 239 173 (38)
Total noninterest expense T e ' 236 T )
Income before income tax expense (benefif) $ 217 $ 85 155
Totalamets - T T e s 1955 5 - 18714 Gt e

1/m = not meaningful

Our Origination and Servicing operations earned income beforé income tax expense of $217 million for the three months ended March 31,2012,
compared to income before income tax expense of $85 million for the three months ended March 31, 2011. The increase was primarily driven by favorable
servicing asset valuation, net of hedge, higher fee income and net origination revenue related to increased consumer mortgage-lending production associated
with government-sponsored refinancing programs, and higher net gains on the sale of mortgage loans.

Net financing revenue was $7 million for the three months ended March 31,2012, compared to net financing loss of $17 mitlion for the same period in
2011, The increase in net financing revenue was primarily due to lower funding costs. .

Total servicing income, net was $290 million for the three months ended March 31, 2012, compared to $225 million for the same period in 2011. The
servicing valuation in 2011 was unfavorably impacted by an adjustment related to higher servicing costs related to enhanced foreclosure procedures,
estzblishment of single point of contact, and other processes to comply with the Consent Order. The increase was also due to favorable market movement.

The net gain on mortgage loans increased 75% for the three months ended March 31, 2012, compared to the same period in 2011, primarily due to higher
margins due to change in channel mix. ‘

Other income, net of losses, was $131 miilion for the three months ended March 31, 2012, compared to $43 million for the same period in 2011. The
increase was primarily due to higher fee income and net origination revenue related to increased consumer mortgage lending-
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production associated with government-sponsored refinancing programs.

Total noninterest expense increased 42% for the three months ended March 31, 2012, compared to the same periods in 2011. The increase was primarily
driven by higher compensation and benefits expense related to an increase in headcount due to higher consumer mortgage-lending production, higher
consulting charges retated to the foreclosure review process, and higher legal fees.

89




12-12020-mg Doc 2828-20 Filed 02/01/13 E '
, _ ntered 02/01/13 20:06: ihit S-
Pg 24 of 69 6:40 Exhibit S-2

Table of Contents

Management's Discussion and Analysis

Ally Financial Inc. « Form 10-Q

Legacy Portfolio and Other Operations

Results of Operations

The following table summarizes the operating results for our Legacy Portfolio and Other operations excluding discontinued operations for the periods
shown. Our Legacy Portfolio and Other operations primarily consists of loans originated prior to January 1, 2009, and includes noncore business activities,
portfolios in runoff, and cash held in the ResCap legal entity (Refer to Note 1 for further details on ResCap). These activities included, among other things:
lending to real estate developers and homebuilders in the United States and United Kingdom; purchasing, selling and securitizing nonconforming residential

. mortgage loans (with the exception of U.S. prime jumbo mortgage loans) in both the United States and internationally; certain conforming origination

channels closed in 2008; and our mortgage reinsurance business.

Three months ended March 31,

Favorable/
. . (unfavorable)
($ inmillions) ) 2012 2011 % change

Nefﬁﬁﬁﬁ‘éi_hgﬁr‘évéﬁﬁb'": e
Total financing revenue a d other int
expénse.

Net financing revenue

erest income

Intérest

Gain on mortgage loans, net
Ot i RN

16t income; net of losses
Total other revenue -

Total net 're\(gnile : ;
Provision for loan losses

‘Noninterest expense

36

Compensation and benefits expensc
niy expes g

Répreséx{iétifiijg'and'\ﬂar;an_iy expense

Other operating expenses ) 4 23
Tbtg!'_rid'ri’intéfést@kpp’nse_ﬁ" LT TR o e R
Los§ from continuing operations before income tax expense (benefit) $ - (26) $ (42) 38
T T Tt T 10523 8 12,259 T aay e

Total assets:

Our Legacy Portfolio and Other operations incurred a loss from continuing operations before income tax expense of $26 million for the three months
ended March 31, 2012, compared to a loss from continuing operations before income tax expense of $42 million for the three months ended March 31, 2011,

The loss during 2012 was favorably impacted by lower representation and warranty expense and a lower provision for loan losses. Offsetting the improvement
during the three months ended March 31, 2012, was lower net financing revenue related to a decline in asset levels.

Net financing revenue was $50 million for the three months ended March 31, 2012, compared to $77 miltion for the same period in 2011, The decrease
was driven by lower financing revenue and other interest income due primarily to a decline in average asset levels due to portfolio runoff and loan sales in
2011. The decrease was partially offset by lower interest expense related to & reduction in average botrowings commensurate with a smaller asset base.

The net gain on mortgage loans was $5 million for the three months ended March 31, 2012 compared to $18 million for the same period in 2011, The
decrease during 2012 was primarily due to Jower sales of domestic legacy assets and lower volume of mortgage loan resolutions.

The provision for loan losses was $26 million for the three months ended March 31, 2012, compared to 45 million for the same period in 2011. The
decrease in the provision for the three months ended March 31, 2012, reflected improved credit performance, partially offset by a lower reserve release.

Total noninterest expense decreased 43% for the three months ended March 31, 2012, compared to the same period in 201 1. The decrease was primarily
driven by lower representation and watranty expense and lower losses related to captive reinsurance activities.
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Mortgage Loan Production and Servicing

Mortgage loan production for our Qrigination and Servicing operations was $8.6 billion for the three months ended March 31, 2012, compared to $11.8
billion for the same period in 2011. Loan production decreased $3.3 billion, or 27%, for the threc months ended March 31, 2012, compared to the same period
in 2011. The decline in loan production was largely driven by our reduced presence in the correspondent lending channel, partially offset by increased volume
in our direct channels associated with government-sponsored refinancing programs.

The following tables summarize consumer mortgage loan production for our Origination and Servicing operations.

2012 2011
Three months ended March 31, (8 in millions) Number of loans  Dollar amount of loans  Number of loans  Dollar amount of loans
Productionby product type o T T T o s '
Prime conforming $ 6,643

Prinie hdﬁédnfd’rh}ihgjf"ﬁ R R T
Prime second-lien ‘ _
Governaent .5+ e
Nonprime ___ -

U.S. produc_tion by channel

Direct len'd.i-hg" AN s v
Correspondent lender and secondary market purchases
Mortgage brokers-

Total U.S. production by channel

The following table summarizes the primary mortgage loan-servicing portfolio,

(8 in millions)
U.S. priniary servicing portfotio

Prime conforming
Prime nohconforming
Prime second-lien

- Goverimient

Nonprime

{nternational primarfs'enrv'iéiiig"paﬁfdf{o Coem e

Total primary servicing portfolio () $ 343,904 3 356,430
(a)  Excludes loans for which we acted as a subservicer. Subserviced loans totaled $28.4 billion and $26.4 billion at March 31, 2012, and December 31, 2011, respectively.

For more information regarding our serviced mortgage assets, refer to Note 11 to the Condensed Consolidated Financial Statements.
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Loans Outstanding i
Consumer mortgage loans held-for-sale for our Origination and Servicing operations were as follows.
($ in millions) ’ March 31, 2012 December 31,2011

Prime nonconforming - . .

Prime second-lien . . . RS . .. . 4:_ ' .: : ::" L ‘ e PN : ) Sl Lo . L
Government () 3,274
Nonprimé -
International —

Towl .o 6,308

Net premiums : 30 ‘

Fair value 6p_ti‘on. elcction-édjﬁ_s:l}nem“ 8T
Lower-of-cost or fair value adjustment (5)
Total, fiét.: B ATO

(a) Includes loans subject to ‘conditional repurchase options of 63,3 billion and $2.3 billion sold to Ginnic Mae-guaranteed securitizations at March 31, 2012, and December 31, 2011,
respectively. The corresponding linbility is recorded in accrued expenscs and other Habilities on the Condensed Consolidated Balance Sheet.

Consumer mortgage loans held-for-investment for our Origination and Servicing operations were as follows.

(8 in millions)

Prime conforming -+ =

December 31, 2011

March 31,2012

Prime nonconforming

Prime secon

Govemnment
Nonprime . L.« "t -
International
Total -
Net premiums

Faic valuie option election adjustment -, _ 1.

Allowance for loan losses

Total, ety - o
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Consumer mortgage loans held-for-sale for our Legacy Portfolio and Other operations were as follows.

(3 in millions) : March 31, 2012 December 31,2011

Prime conforming " R e R o7 B R ) v S  31! T
Prime nonconforming ‘ 562 57

Prime second-lien . . . ’ ) 57 . N e 5‘45_: PR
Government . 22 . 20
Nomprime = .. . S . s6 - 561
Intematxonal . . 43 17

Net dlscounts o ' . 306) : 301

Fulr valuc optlon clcctxon adjustment R RN SR ) (32) L e o Q-
Lower-of cost or fair value adjustment V (50) ) (55)

R s - 624,

(a) Includcs unpaxd principal write-down of $1. 4 blllxon and $1.5 bllhon at March 31 2012 and December 31, 2011 respectively. The amounts are write-downs taken upon the transfer of
mortgage loans from held-for-investment to held~for-sale during the fourth quarter of 2009-and charge-offs taken in accordance with our charge-off policy.

(b)  Includes loans subject to conditional repurchase options of $99 million and $106 million sold to off-balance sheet private-label securitizations at March 31, 2012, and December 31,
2011, respectively. The corresponding liability is recorded in accrued expenses and other liabilities on the Condensed Consolidated Balance Sheet,

Consumer mortgage loans held-for-investment for our Legacy Portfolio and Other operations were as follows.

(8 in millions) March 31, 2012 “December 31, 2011
ane nonconformmg

(a) AtMarch 31, 2012, and December 31, 2011, the carrying value of mortgage loans held-for-investment relating to securitization tr i d for as on-bal sheet
securitizations and pledged as collateral totaled $832 million and $837 million, respectively. The investors in these on-balance sheet sceuritizations have no recourse to our other assets
beyond the loans pledged as collateral other than market customary representation and warrenty provisions,

Mortgage Foreclosure Matters
Refer to Note 24 to the Condensed Consolidated Financial Statements for information related to these matters.
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Corporate and Other

The following table summarizes the activities of Corporate and Other excluding discontinued operations for the perjods shown. Corporate and Other

primarily consists of our centralized corporate freasury and deposit gathering activities, such as management of the cas
portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments, the amortization of
issuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual impacts of our ¢
treasury ALM ectivities. Corporate and Other also includes our Commercial Finance Group, certain equity investments,

between the reportable operating segments.

h and corporate investment securities
the discount associated with new debt
orporate funds-transfer pricing and
and reclassifications and eliminations

Three months ended March 31,

Favorable/
(unfavorable)
(8 in millions) 2012 2011 % change
Net finaneing loss - TR S
Total financing revenue and other interest income $ 38 $
lnteregi'é?(ééﬁ:ée';j* W . Seieiy o w
Original issue discount amortization 9 S S 299
" Other ixiléifc;st é’)‘(.pénsé”- T a4 - N 270
Total interest expense 385 569 32
 Net finaricing loss - 34T (522) 4
Other revenue
Loss on extinguishment of debt.: -
Other gain on investments, net 24
Other ihcﬁme, net 6?!555175 B ‘ 23 o
47
SIE00) ",

Compensation and benefits expense

Other operating expens

163 '
- (15)

Total noninterest expense

Loss from co ﬁmiin’ﬁ 'bperaﬁo_h_é ﬁefo'ré 'i'nvcblﬁé‘iié;f(‘éxpéﬁ'sé":(Béneﬁt) B

148

Total assets ..

$ 28929 $ 29,750

)

n/m = not meaningful

The following table summarizes the components of net financing losses for Corporate and Other.

(8 in millions)

Three months ended
March 31,

2011

Original issue discount amortization " .

2012

s

2008 bond exchange amortization o .
Othei‘aél;t-issxian'cé‘aiscbdnt:émoni;aﬁdh R NG e (13)
Total original issue discount amortization (2) ay (299) :

Net impaci of the funds transfer pricing nisthodology R
Cost of liquidity 66 (184)
Funds-transfor pricing / cost of funds mismatch ey L)
Benefit of net non-¢arning assets 58 41
Total net impact Five funds tansfer pricing mothodology (258) ¢ s
Other (including Commercial Finance Group net financing revenue) - 19 29
Total net financing losses for Corporate and Other-- s LI ¢ v) S - (522)
OQutstanding original issue discount balance 3 2,093 $ 2,840

(a) Amortization is Tncluded as interest on long-term debt in The Condensed Consolidated Statement of Comprehensive Income.
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The following table presents the scheduled remaining amortization of the original issue discount at March 31, 2012.

. 2017 and
Year ended December 31, (§ in millions) 2012 (a) 2013 2014 2015 2016 thereafter (b) Total
Original issue discount I I B o .
Outstanding balance - $ 1,853 % 1,588 $ 1,396 $ 1336 $ 1,272 § —
Total amomzallon © oL ' 240 - 265 1927 60 64 1,272 5 2,093
2008 bond exchange amoﬁlzatlon (d) . 216 241 166 43 53 1,125 1,844

(a) Represents the remaining future original issue discount amorlization expense to be taken during 2012.

(b)  The maximum annual scheduled amortization for any individual year is $158 million in 2030 of which $152 million is refated to 2008 bond exchange amortization.
(¢) The amortization is included as interest on long-term debt on the Condensed Consolidated Stat t of Comprehensive lncome.

(d) - 2008 bond exchange amortization is included in total umonization '

Loss from continuing operations before incote tax expense for Corporate and Other was $436 million for the three months ended March 31, 2012,
compared to $624 million for the three months ended March 31, 201 1. Corporate and Other’s loss from continuing operations before income tax expense is
driven by net financing losses, which primarily represents original issue discount amortization expense and the net impact of our FTP methodology, which
includes the unallocated cost of maintaining our liquidity and investment portfolios and other unassigned funding costs and unassigned equity.

The improvement in the loss from continuing operations before income tax expense for the three months ended March 31, 2012, was primarily due to a
decrease in OID amortization expense related to bond maturities and normal monthly amortization. Additionally, we incurred no accelerated amortization.of
OID for the three months ended March 31, 2012, compared to $30 million for the three months ended March 31, 2011, The improvement was partially offset
by an mcrease in compensation and benefits expense related to a revaluation adjustment of our share-based compensation awards.

Corporate and Other also includes the results of our Commercial Finance Group. Our Commercxal Finance Group earned income from continuing
operations before income tax expense of $31 million for the three months ended March 31, 2012, compared to $51 million for the three months ended
March 31, 2011. The decrease was primarily due to lower net financing revenue driven by Iower average asset levels

Cash and Securities
The following table summarizes the composition of the cash and securities portfolio held at fair value by Corporate and Other.

(8 in millions) March 31, 2012 December 31, 2011

Total cash 11,118 11,549 |
Trading sectrities 7. - R ST
Mortgage-backed 4 ' 863 589

Total trading securities. ~ *  -.° . : o B ' o 863 589

Available-for-sale secuntles

Debtsecunlles»' Lo Y S o : _

U.S. Treasury and federal agencies 1,046 1,051

. Staies and politieal subdivigions - .. T : t

Foreign govemment e e SEEE "

. Mortgage-backed -7 6,353 6722

Asset-backed 2,570 2,520

'/ Other debt (a) sl 305,

Total debt securities 10,638 10,705

Equity securities - 4 4
Total available-for-sale securities 10,642 10,709 -~

Total ¢ash and securities ° 8 o 22,623 22,847

(8) lucludes intersegment elimi
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Risk Management

Managing the risk to reward trade-off is a fundamenta! component of operating our businesses. Our risk management process is overseen by the Ally
Board of Directors (the Board), varjous risk committees, and the executive leadership team. The Board sets the risk appetite across our company while the risk
committees and executive leadership team identify and monitor potential risks and manage the risk to be within our risk appetite. Ally's primary risks include
credit, market, lease residual, operational, liquidity, country and legal and compliance risk. For more information on our risk management process, vefer to the
Risk Management MD&A section of our 2011 Annual Report on Form 10-K.

Loan and Lease Exposure
The following table summarizes the exposures from our loan and lease activities.

(8 in millions)

December 31, 2011
Vables and Loans. <., < w50 o ‘ R

March 31,2012

Global Automotive Services o . ‘ s T esan s T 100734
1,289 1,268

114,755

- 119,818%

Total held-for-sale 6,670

Off-balance sheet securitized loans

Mortgage operations 316,846

" Corporats and Ofher .. "o

316,846

Total off-balance sheet securitized loans

Operaig o e

Global Automotive Scrviccsv

- Mortgdgeopemllons s

Corporate and Other — —
Total operating lease assefs e I S . o 10,048 U8 915
Serviced loans and leases _
_."'Glc;bal"}i;gnbm'ot{ve"s;efvicg's;_~_ T Lts el mses s R v X
) Mortgage operations (a) . . i 343,904 356,430
- Corporate and Other - e N WA 1,709 s 18
Total serviced loans and leases $ 473,158 $ 481,073

(2) - Includes primary mortgage Toan-servicing portfolio only.

The risks inherent in our loan and lease exposures are largely driven by changes in the overall economy, used vehicle and housing pricing,
unemployment levels, and its impact to our borrowers. The potential financial statement impact of these exposures varies depending on the accounting
classification and future expected disposition strategy. We retain the majority of our automobile loans as they complement our core business model, but we do
sell loans from time to time on an opportunistic basis. We primarily originate mortgage loans with the intent to sell them and, as such, retain only a small
percentage of the loans that we originate or purchase. Loans that we do not intend to retain are sold to investors, primarily securitizations gusranteed by GSEs.
However, we may retain an interest or right to service these loans. We ultimately manage the associated risks based on the underlying economics of the

exposure.

Credit Risk Management

Credit risk is defined as the potential failure to receive payments when due from a borrower in accordance with contractual obligations. Therefore, credit
risk is a major source of potential economic loss to us. To mitigate the risk, we have implemented specific processes across all lines of business utilizing both
qualitative and quantitative analyses and have committees in place to oversee all aspects of the credit decisioning and management processes. The Ally
Global Credit Risk Committee (GCRC) is chaired by the Chief Risk Officer and is responsible for identifying, measuring, monitoring, and controlling the
credit risks while also permitting acceptable variations for a specific line of business with proper spproval. The GCRC reports to the Ally Risk and
Compliance Committee (RCC), which is chaired by an
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independent member of the Board. The Global Risk organization is responsible for managing credit risk exposures in a safe-and-sound manner within the
guidelines and targets jointly approved by the GCRC and RCC. In addition, our Global Loan Review Group provides an independent assessment of the
quality of our credit risk portfolios and credit risk management practices by directly reporting its findings to the RCC on recurring basis.

We have policies and practices that are committed to maintaining an independent and ongoing assessment of credit risk and quality. Our poticies require
an objective and timely assessment of the overall quality of the consumer and commercial loan and lease portfolios. This includes the identification of
relevant trends that affect the collectability of the portfolios, segments of the portfolios that are potential problem areas, loans and leases with potential credit
weaknesses, and assessment of the adequacy of interna} credit risk policies and procedures to monitor compliance with relevant laws and regulations. In
addition, we maintain limits and underwriting guidelines that reflect our risk appetite.

We manage credit risk based on the risk profile of the borrower, the source of repayment, the underlying collateral, and current market conditions. Our
business is primarily focused on consumer automobile loans and leases and mortgage Joans in addition to automobile-related commercial lending. We monitor
the credit risk profile of individual borrowers and the aggregate portfolio of borrowers either within a designated geographic region or a particular product or
industry segment. To mitigate risk concentrations, we may take part in loan sales and syndications.

Additionally, we have implemented numerous initiatives in an effort to mitigate loss and provide ongoing support to customers in financial distress. For
automobile loans, we offer several types of assistance to aid our customers. Loss mitigation includes changing the due date, extending payments, and
rewriting the loan terms. We have implemented these actions with the intent to provide the borrower with additional options in lieu of repossessing their
vehicle. For mortgage loans, as part of our participation in certain governmental programs, we offer mortgage loan modifications to qualified borrowers.

During the first three months of 2012, the U.S. economy continued to expand modestly and the labor market further recovered. Within the U.S.
automotive and mortgage portfolios, encouraging trends include increased industry sales and strong pricing in used vehicles. We continue to be cautious due
1o higher average gasoline prices and their effect on automobile sales and the uncertainty emanating from weaker economic growth in Europe and other key
international markets. However, we have seen signs of economic stabilization in housing, and have also seen improvement in our loan portfolio as a result of

our proactive credit risk initiatives.

On-balance Sheet Portfolio

Our on-balance sheet portfolio includes both finance receivables and loans and held-for-sale loans. At March 31, 2012, this primarily included § 107.0
billion of automobsile finance receivables and Ioans and $ 18.3 billion of mortgage finance receivables and loans. Within our on-balance sheet portfolio, we
have elected to account for certain mortgage loans at fair value, The valuation allowance recorded on fair value-elected loans is separate from the allowance
for loan losses. Changes in the fair value of loans are classified as gain on mortgage and automotive loans, net, in the Condensed Consolidated Statement of

Comprehensive Income.

During the three months ended March 31, 2012, we further execuled on our strategy of discontinuing and selling or liquidating nonsfrategic operations.
Refer to Note 2 to the Condensed Consolidated Financial Statements for additional information. '
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The following table presents our total on-balance sheet consumer and commercial finance receivables and loans reported at carrying value before
allowance for loan losses.

Outstanding ' Nonperforming (5) Accruing past due 90 days or more (b)
(% in millions) March 31,2012 December 31,2011 March 31,2012 December 31,2011 March 31,2012 December 31, 2011
Consumer o T T T : R
Finance receivables and
loans .
Loans at historical cost ~ § 709258 L r3asy R 7
Loans at fair value 832 835
Total finance receivables .~ IR L
andloang - D LTAR8T e
Loans held-for-sale 8,537
Total corisumer loans - no 82,8247
Commercial
. Finance.
- loans - ..

Total finance receivables

and loans 40,468 — —
“'Loans held-for-sale - 1120 -
Total commercial loans 40,488 —
Total on-balance sheet loans " -$ J3,;12‘ 3,827 393600 8.0 07T

{a) Includes nonaccrual troubled debt restructured loans of $1.0 bi]lionvar.xd $034 million at March 31, 2012, and December 31, 2011, rcspecti'vely.
(5) Generally, loans that are 90 days past due and still accruing represent Joans with government guarantees. This includes troubled debt restructured loans classified as 90 days past due and

still accruing of $45 million and $42 million at March 31, 2012, and December 31, 2011, respectively.

Total on-balance sheet loans outstanding at March 3 1, 2012, increased $3.2 billion to $126.5 billion from December 31; 2011 reflecting an increase of
$1.9 billion in the consumer portfolio and a increase of §1.3 billion in the commercial portfolio. The increase in total on-balance sheet loans outstanding was

primarily driven by strong automobile consumer loan originations which outpaced portfolio runoff and higher dealer floorplan loans, both primarily due to
increased automotive industry sales.

The total TDRs outstanding at March 31, 2012, iricreased $207 million to $2.2 billion from December 31, 2011, This increase was driven primarily by
our continued foreclosure prevention and loss mitigation procedures along with our participation in a variety of government-sponsored refinancing programs.
Refer to Note 8 to the Condensed Consolidated Financial Statements for additional information. ’

Total nonperforming loans at March 31, 2012, decreased $109 million to $3.8 billion from December 31, 2011, reflecting a decrease of $72 miltion of
consumer nonperforming loans and a decrease of $37 million of commercial nonperforming loans. The decrease in total nonperforming loans from
December 31, 2011, was largely due to seasonal improvements within our consumer mortgage portfolic and continued improvement in the performance of our
commercial automobile dealers.

The following table includes consumer and commercial net charge-offs from finance receivables and loans at historical cost and refated ratios reported at
carrying value before allowance for loan losses.

Three months ended March 31,

Net charge-offs (recoveries) Net charge-off ratios (a)
( 3 in millions) 2012 2011 2012 -2011
Consumer ) o SR g DR I
Finance receivables and léans at historical cost $ 17 $ 169 0.6 % 1.0%
Commercial ' » g . v -
Finance receivables and loans at historical cost (10) 20 0.1) 02
Total finance receivables and loans at historical cost - $ . 107 e $ 189 0.4 0.7

(a) Net charge-off ratios are caloulated as anmualized net charge-offs divided by average outstanding finance Teoeivables and foans excluding loans measured at fair value and loans held-for-
 sale during the year for each loan category.

Our net charge-offs were $107 million for the three months ended March 31, 2012, compared to $189 million for the three months ended March 31,
2011, This decline was primarily due to reduced net charge-offs in the consurmer automobile portfolio. Loans held-for-sale are
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accounted for at the lower-of-cost or fair value, and therefore we do not record charge-offs.

The Consumer Credit Portfolio and Commercial Credit Porifolio discussions that follow relate to consumer and commercial finance receivables and
loans recorded at historical cost. Finance receivables and loans recorded at historical cost have an assaciated allowance for loan losses. Finance receivables
and loans measured at fair value were excluded from these discussions since those exposures are not accounted for within our allowance for loan losses.

Consumer Credit Portfolio

During the three months ended March 31, 2012 , the credit performance of the consumer portfolio continued to improve overall as our nonperforming
finance receivables and loans and charge-offs declined. For information on our consumer credit risk practices and policies regarding delinquencies,
nonperforming status, and charge-offs, refer to Note 1 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-K.

The following table includes consumer finance receivables and loans recorded at historical cost reported at carrying value before allowance for loan
losses.
. Ontstanding Nonperforming (n) Accruing past due 90 days or more (b)
(8 in millions) March 31,2012 December 31,2011 March 31,2012  December 31,2011 March 31, 2012 December 31, 2011

Consumer automobile

IstMortgage C 6o 6867 238 T s |
“Hohe equity. . <o 03020 0 30020 e SRy e h S8 T Tt il ]
Total domestic 59,393 56,545 25 455 1 1
Consumer automobxle 17,770 16883 10 89 3 3

Consumer mongagc :

16,907

() Includes nonaccrual troubled debt restructured loans of $170 million and $180 million at March 31, 2012, snd December 31, 2011, respectively.
(b) There were no troubled debt restructured loans classified as 90 days past due and still accruing at March 31, 2012, and December 31, 2011, -

Total consutner outstanding finance reccivables and loans increased $3.7 billion at March 31, 2012 compared with December 31, 2011 . This increase
was driven by automobile consumer loan originations, which outpaced portfolio runoff, primarily due to increased industry sales.

Total consumer nonperforming finance receivables and loans at March 31, 2012, decreased $24 million to $543 million from December 31, 2011,
reflecting a decrease of $42 million of consumer mortgage nonperforming finance receivables and loans and an increase of $18 million of consumer
automobile nonperforming finance receivables and loans. Nonperforming consumer mortgage finance receivables and loans decreased primarily due to
seasonal improvements. Nonpetforming consumer automotive finance receivables and loans increased largely due to economic stresses in certain areas in
Latin America. Nonperforming consutner finance receivables and loans as a percentage of total outstanding consumer finance receivables and loans were
0.7% and 0.8% at March 31, 2012 and December 31, 2011, respectively.

Consumer domestic automotive loans accruing and past due 30 days or more decreased $240 million to $543 million at March 31, 2012, compared with
December 31, 2011, primarily due to seasonality.
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The following table includes consumer net charge-offs from finance receivables and loans at historical cost and related ratios reported at carrying value
before allowance for loan losses. .

Three months ended March 31,

Net charge-oifs Net charge-off ratios (a)
( 8 in millions) . 2012 2011 2012 2011
Consumer automobi_le l 5 54 $ 89 0.4% 1.0%

Consurher morigage

36

{st Mortgage
“Home equity . LT D Choon oL A L6
Total domestic 97 146 0.7
Consumer automobile 23 .0.4 4
. Consutmer mortgag 5 e e
l'stM(;rtg.age” PRI - Pt R
. Home equity, - e e T e
Total foreign 20 - 23

s 7 S 169

Total consumer finance receivables and loans. s e ¢ e ]
offs divided by average ‘outstanding finance receivables and loans excluding loans Toasared at fair value and loans held-for-

(8) Netcharge-off ratios are calculated as annualized net charge-
sale during the year for each loan category.

Our net charge-offs from total consumer automobile finance receivables and loans decreased $38 million for the three months ended March 31, 2012,
compared to the same period in 2011. The decrease in net charge-offs was primarily due to lower loss frequency reflecting the modest U.S. economic '
improvements and reduced loss severity due to strong used vehicle pricing.

Our net charge-offs from total consumer mortgage receivables and loans were $43 million for the three months ended March 31, 2012, compared to §57
million for the same period in 2011, The decrease was driven by the improved mix of remaining loans as the lower quality legacy loans coritinued to runoff,

The following table summarizes the unpaid principal balance of total consumier loan originations for the periods shown. Total consumer loan originations
include loans classified as finance receivables and loans and loans held-for-sale during the period.

Three months ended March 31,
2012 : 2011

( & in millions)

Domestic “ -

Consumer automobile 8,108 b

Consumer mortgage
Lst Mortgage

. .. -Homé equity - © """ et B Lo
Total domestic : 16,704

8,596

11,847

Foreign

Consumer automobile 2,544
Consumer mortgage i : : . R PPN oR L
1st Mortgage _ —

" 'Homg equity

2,544 2,376

Total foreign
T e 8 B

Total consumer loan origination:

Total domestic automobile-originated loans decreased $1.3 billion for the three months ended March 31, 2012, respectively, compared to the same
period in 2011, primarily due to lower retail penetration and manufacturer incentives at both GM and Chrysler.

Total domestic mortgage-originated loans decreased $3.3 billion for the three months ended March 31, 2012, The decrease for the three months ended
March 31, 2012 was driven by the reduction in correspondent lending. ’
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Consumer loan originations retained on-balance sheet as held-for-investment were $11.1 billion for the three months ended March 31, 2012, and $11.8
billion for the three months ended March 31, 2011 . The decrease was primarily due to lower retail penetration and manufacturer incentives at both GM and
Chrysler.

¢

The following table shows the percentage of total consumer finance receivables and loans recorded at historical cost reported at carrying value before
allowance for loan losses by state and foreign concentration. Total automobile loans were $67.2 billion and $63.5 billion at March 31, 2012, and
December 31, 2011 , respectively. Total mortgage and home equity loans were $10.0 billion at both March 31, 2012, and December 31, 2011 .

March 31,2012 (a) December 31, 2011

L Automobﬂe lst Mortgage and home equlty Automobile lst Mortgage and home equity
Texas - I 95% R “::; 57% T '. T 0s% R B T 55%
Califonia VR ' 264 , 46 25.7
'Flofida . AR 48 s e L Sy 48 T
chhlgan : : 3.9 40 48
PennsyIvanla e "‘_4,,:3 6" el e 1'6;'...
Illinois h A 31 5.0
NewYork SERC T 35 . s
Ohio . 2.9 1.0
Gedfgia . I 25 o 1.8
North Carolina 2.2 2.1 _
Ottier United Stafes 3 > 33.0-; RV R I
Canada le;4 0.2
Germany 4.1 —
Other foreign - - O SRS  § SCPEI _ RO e
Total consumer loans 100.0% 100.0% . 100.0% 100.0%
(a) P jon is in d ding order as a percontage of total consumer finance receivables and loans at March 31, 2012, .

‘We monitor our consumer loan portfolio for concentration risk across the geographies in which we lend. The highest concentrations of loans in the
United States are in Texas and California, which represented an aggregate of 16.3% of our total outstanding consumer finance receivables and loans at
March 31, 2012. .

Concentrations in our Mortgage operations are closely monitored given the volatility of the housmg markets. Our consumer mortgage loan
concentrations in California, Florida, and Michigan receive particular attention as the real estate value depreciation in these states has been the most severe.

Repossessed and Foreclosed Assets

We classify an asset as repossessed or foreclosed (included in other assets on the Condensed Consolidated Balance Sheet) when physical possession of
the collateral is taken. We dispose of the acquired collateral in a timely fashion in accordance with regulatory requirements. For more information on
repossessed and foreclosed assets, refer to Note 1 to the Consolidated Financial Statements in our 2011 Annual Report on Form 10-X.

Repossessed assets in our Automotive Finance operations at March 31, 2012, decreased $4 million to $52 million from December 31, 2011. Foreclosed
mortgage assets at March 31, 2012, decreased $9 million to $68 million from December 31, 2011.

Higher-Risk Mortgage Loans

Since 2009, we primarily focused our origination efforts on prime conforming and government-insured residential mortgages in the United States.
However, we continued to hold mortgage loans originated in priot years that have features that expose us to potentially higher credit risk including high
original loan-to-value mortgage loans (prime or nonprime), payment-option adjustable-rate mortgage loans (prime nonconforming), interest-only mortgage
loans (classified as prime conforming or nonconforming for domestic production and prime nonconforming or nonprime for international production), and
teaser-rate mortgages (prime or nonprime).

In circumstances when a loan has features such that it falls into multiple categories, it is classified to a category only once based on the following
hierarchy: (1) high original loan-to-value mortgage loans, (2) payment-option adjustable-rate mortgage loans, (3) interest-only mortgage loans, and (4) below-
market rate (teaser) mortgages. Given the continued stress within the housing market, we believe this hierarchy provides the most relevant risk assessment of
our nontraditional products.

10t
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The following table summarizes mortgage finance receivables and loans by higher-risk loan type. These finance receivables and loans are recorded at
historical cost and reported at carrying value before allowance for loan losses. '

Accruing pdst due

Outstanding anperforming 90 days oxr more
(8 in millions) March 31,2012 December 31, 2011 March 31,2012 December 31,2011 March 31,2012 December 31,2011
Interest-only<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>