
 

 

UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
----------------------------------------------------------- x  
In re: : 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. §1746, 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”).  I 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 I 
 
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, et al., 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). 
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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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Exhibit W 

 
Email from Dan Soto to Jeff Brown dated May 8, 2012 [Bates Nos. 
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. 

Exhibit Y 

 
Email from Gary Lee attaching presentation materials for Residential 
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.  

Exhibit BB 

 
Minutes of a Special Meeting of the Board of Directors of Residential 
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 

In the Matter of: 

RESIDENTIAL CAPITAL, LLC, et al., 

Debtors. 

United States Bankruptcy Court 

One Bowling Green 

New York, New York 

October 10, 2012 

10:04 AM 

BEFOR E: 

HON. MARTIN GLENN 

U.S. BANKRUPTCY JUDGE 

eScribers, LLC I (973) 406-2250 
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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 -- wait 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 I (973) 406-2250 
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RESIDENTIAL CAPITAL, LLC, ET AL. 	 25 
the range of reasonableness. I will have an open mind at the 

hearing. But, you know, I can't count the number of times I 

have applied the Iridium factors in 9019 motions, and I -- if 

your argument is that the Court must approve a settlement any 

time it is above the lowest point in the range of 

reasonableness, that's not my understanding of the law. 

That is certainly a very, very important factor, maybe 

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

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

the -- any party that objects were to establish that the range 

of reasonableness was 3 billion to 12 billion, we settled on 

8.7 billion, probably higher than we otherwise would have, 

because of the benefits it confers on AFI, that's going to be 

an argument I'm going to hear and consider. 

So I don't doubt, it's a very complex matter. But I 

just -- the reason I take the time to go through this now is, 

you've been consistent at every hearing when you've opposed 

discovery about the negotiations that the only thing that 

matters at this hearing is whether 8.7 billion is in the range 

of reasonableness. It's not. 

MR. PRINCI: Judge, I think I've been consistent, but 

perhaps not clear. We appreciate the fact that that is one of 

the factors. 

THE COURT: We'll both agree on that. 

MR. PRINCI: Judge, we appreciate that it is a factor. 
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1

  

                    UNITED STATES BANKRUPTCY COURT

                     SOUTHERN DISTRICT OF NEW YORK

     -----------------------------------x

     In Re:                                Case No:

     RESIDENTIAL CAPITAL, LLC, et. al,     12-12020(MG)

                     Debtors.

     -----------------------------------x

  

  

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

2

1   

2   

3   

4                         November 14, 2012

5                         2:03 p.m.

6   

7   

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.
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42

1                   JEFF CANCELLIERI

2      specifically where actual repurchase

3      claims were received.  Meaning we did not

4      calculate reserves on every private label

5      securitization that we issued.

6          Q.    So the reserve numbers that you

7      were calculating were strictly limited to

8      those repurchase requests, as opposed to

9      any other trusts that had not, in fact,

10      submitted repurchase requests?

11          A.    That's correct.

12          Q.    Are you aware of any repurchase

13      requests that were made, other than by

14      monolines?  To ResCap, excuse me.

15          A.    In the first quarter we had

16      repurchase requests come in from one deal,

17      at the direction of Deutsche Bank, who was

18      directed by one of the investors.

19          Q.    And that was the first quarter

20      of 2012?

21          A.    That was the first quarter of

22      2012.

23          Q.    Now, with respect to the trusts

24      that were part of the settlement that's at

25      issue here today, did you do any
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75

1                   JEFF CANCELLIERI

2          the proceedings.)

3                THE VIDEOGRAPHER:  The time is

4          3:24 p.m.  We are back on the record.

5                MR. MOLONEY:  Thank you.  Just

6          for the record I checked with the

7          videographer.  We have an hour and

8          seven minutes of testimony so far.

9          Q.    Mr. Cancelliere, I just want to

10      go back to a couple of points that we

11      talked about earlier.  I believe you

12      testified previously that you were aware

13      of a repurchase request made by a

14      nonmonoline in the first quarter of 2012,

15      correct?

16          A.    Yes.

17          Q.    So prior to the first quarter of

18      2012 are you aware of any repurchase

19      requests that were made in nonwrapped

20      deals?

21          A.    I am not.

22          Q.    And secondly, you indicated that

23      you provided a dollar range and defect

24      rate range to FTI, amongst others.  Once

25      you gave that information to them, did you
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1                   JEFF CANCELLIERI

2          Q.    And that was at the board

3      meeting before, before it concluded at

4      4:00 p.m., correct?

5          A.    As far as I 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
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1                   JEFF CANCELLIERI

2      challenged all of their assumptions.

3          Q.    And you also discussed and

4      challenged her use of the 36 percent Bank

5      of America default -- defect rate?

6          A.    In some form, yes.  And used

7      that information to provide our legal

8      team, who was working through the

9      negotiations, to have discussions with

10      Kathy Patrick.

11          Q.    So you relayed to the legal team

12      that you had challenged her use of that?

13          A.    I had relayed to the legal team

14      the items where I believe we could

15      challenge her assumptions.

16          Q.    And included in that list of

17      items was the 36 percent?

18          A.    It was all of her assumptions,

19      yes.

20          Q.    Was anyone else on that call,

21      besides you and Ms. Patrick?

22          A.    I believe David Sheeren, from

23      Kathy Patrick's side, was on the call as

24      well.

25          Q.    Do you know why you were on that
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450 Seventh Avenue - Ste 500, New York, NY 10123  (212)705-8585
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1                   JEFF CANCELLIERI

2      call?

3          A.    Gary Lee had asked me to talk to

4      Kathy about her specific assumptions, to

5      get an idea of their calculated numbers.

6          Q.    And after that call, you relayed

7      to Gary Lee and others on the legal team

8      your concerns you had with her

9      assumptions?

10          A.    Yes.  I relayed to Gary Lee her

11      assumptions and potential concerns with

12      her assumptions.

13          Q.    And then you were shown a second

14      ago Exhibit 60, which is the board

15      presentation from May 9th.

16                Do you recall that?

17          A.    I do recall that.

18          Q.    And that presentation includes

19      the 36 percent Bank of America default

20      rate?

21                Do you recall that?

22          A.    It includes, yes, the baseline

23      Bank of America defect rate.

24          Q.    Was the board of directors of

25      ResCap ever informed that you had raised
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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 is correct, at the

19      direction of our legal counsel.

20                MR. DOLAN:  I 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
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1

          UNITED STATES BANKRUPTCY COURT

          SOUTHERN DISTRICT OF NEW YORK

-----------------------------------x

In Re:                                 Case No:

RESIDENTIAL CAPITAL, LLC, et. al,      12-12020(MG)

                        Debtors.

-----------------------------------x

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

2

1

2

3

4                    November 20, 2012

5                    9:35 a.m.

6

7

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.
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1              FRANK SILLMAN

2             Am I right when you refer to

3   prime, jumbo, Alt-A and subprime, those

4   labels as you understand them generally

5   apply to first lien loans?

6       A.    Yes.

7       Q.    And then HELOC is a form of

8   second lien loan?

9       A.    In most cases, not always.

10   There are first mortgage HELOCs but

11   predominantly I believe the HELOCs are

12   second mortgages.

13       Q.    And in your experience do Alt-A

14   and subprime mortgage loans tend to yield

15   higher rep and warranty breaches than

16   prime jumbo?  And I'll refer you to

17   paragraph 58 of your declaration if you

18   want to look at that.  I'm going to object

19   to the form of the question as vague and

20   ambiguous?

21       A.    Can you restate the question for

22   me.

23       Q.    In your experience do Alt-A and

24   subprime mortgages tend to yield higher

25   rep and warranty breaches than prime jumbo
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1              FRANK SILLMAN

2   mortgages?

3       A.    They tend to yield higher

4   alleged rep and warrant breaches.

5       Q.    And how much higher, can you

6   quantify that at all?

7       A.    I don't have the numbers in

8   front of me to be able to give you any

9   type of percentage differences.

10       Q.    Suppose you were asked by your

11   client to quantify that.  Could you do

12   that and how would you go about it?

13       A.    I wouldn't be able to quantify

14   it without looking at and doing more work

15   on what the actual experience is.  I do

16   know that it is -- my experience has been

17   it's higher, there's been a higher rate of

18   alleged rep and warrant breaches, but I

19   couldn't put a percentage on it.

20       Q.    Are there any publications that

21   address that to your knowledge?

22       A.    There may be that address it.

23   I'm not aware of them.

24       Q.    Do you know if anybody has

25   attempted to address that issue on an
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1              FRANK SILLMAN

2       Q.    Correct.  And suppose now we

3   modify the question so we are not asking

4   about alleged breach rates but instead

5   we're asking about what you call loss

6   share rates.  Could that question be

7   addressed using publicly available data?

8       A.    There have been some expert

9   reports that you can discern the loss

10   share rates from.  The issues with that is

11   the underlying data you don't have access

12   to so I can't opine on whether or not

13   that's comparative to the debtors proposed

14   settlement because the data behind those

15   reports are not publicly available.

16       Q.    And which expert reports are you

17   referring to?

18       A.    The Bank of America expert

19   report and the Lehman expert declaration.

20       Q.    Now, I'm not asking you about

21   discerning loss share rates as to any

22   particular seller but rather as to

23   industry averages.  Is there publicly

24   available data from which one could reach

25   meaningful conclusions about average
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2   industry loss share rates?

3       A.    On a product by product basis?

4       Q.    Yes.

5       A.    I'm not aware of any credible

6   sources that I have been able to evaluate

7   their underlying data that provide that

8   information.

9       Q.    And now let me ask the same

10   question but as to vintages.  Is there

11   publicly available data from which one

12   could reach meaningful conclusions about

13   how loss share rates varied depending on

14   the loan's vintage?

15       A.    Again, I'm not aware of any data

16   that's available that you can reach

17   credible conclusions and that I have been

18   able to view the underlying data behind

19   that.

20       Q.    In your -- strike that.

21             So now let's turn away from

22   industry averages and turn back to your

23   personal experience.  In your personal

24   experience is the vintage of a loan a

25   factor that can affect the likelihood of a
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2   put back?

3       A.    Yes.  There is some correlation

4   between the vintage of the loan and the

5   potential for an alleged rep-warrant

6   breach.

7       Q.    What correlation have you

8   observed?

9       A.    There's a segment of loans

10   originated from 2005 to 2007 that tended

11   to have higher alleged breach rates in the

12   work that I have done for my clients.

13       Q.    I want to understand what you

14   said.  You referred to a segment of loans

15   originated from '05 to '07.  Are you

16   saying that loans originated during that

17   period generally tend to have higher

18   alleged breach rates in your experience?

19             MR. RAINS:  Objection.

20       Misstates the witness's testimony.

21             MR. BENTLEY:  I'm trying to

22       understand it.

23       A.    Loans originated in that period

24   may have higher alleged breach rates or

25   reps and warrant violations than loans
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2   this paragraph is what I'm going to focus

3   on.  It says, "I was asked to provide an

4   independent assessment of the total

5   allowed claim as defined in the RMBS Trust

6   Settlement Agreements and opine as to its

7   reasonableness."

8             Do you see that?

9       A.    Yes.

10       Q.    And the total allowed claim,

11   that's $8.7 billion?

12       A.    Yes.

13       Q.    Who first contacted you about

14   this matter?

15       A.    Jen Battle.

16       Q.    When did she contact you?

17       A.    I believe it was early May but,

18   you know, I'm not positive as to the date.

19   But that's around the time.

20       Q.    She contacted you after the

21   debtors had entered into the RMBS Trust

22   Settlement Agreement?

23       A.    Yes.

24       Q.    And I can tell you that that

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

3       Q.    And the debtors filed bankruptcy

4   the next day.

5             When she contacted you, had the

6   debtors filed bankruptcy?

7       A.    Contacted me to discuss

8   retaining me for this expert work?

9       Q.    When she contacted you to

10   discuss this expert work the first time.

11       A.    You know, I don't recall.

12   Because we were an ongoing -- we were

13   doing ongoing work and then they suspended

14   that work, I don't recall when.  I believe

15   it was -- we didn't have any discussions

16   regarding this potential work until after

17   they filed bankruptcy but I don't recall

18   exactly.

19       Q.    Turning back to the sentence I

20   quoted a moment ago.  The opinion you were

21   asked to provide was as to whether or not

22   the total allowed claim was reasonable; is

23   that correct?

24       A.    Yes.

25       Q.    So you were not asked to come up
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2   said it in the paragraph.

3       Q.    So is it fair to say you are not

4   opining as to whether any of the claims

5   have legal merit?

6       A.    Whether they would be able to

7   prove breaches of reps and warrants, yeah,

8   under the governing agreements.

9       Q.    Or prove the requirements of put

10   back?

11       A.    Correct.

12       Q.    And by the way, you don't claim

13   to have any expertise in that issue, do

14   you?

15             MR. RAINS:  Objection, vague and

16       ambiguous.

17       A.    Which area is that?

18       Q.    Whether put back is legally

19   required?

20       A.    I didn't render any legal -- I

21   don't have any legal training and didn't

22   provide any legal recommendations under

23   this work.

24       Q.    And you don't claim to have the

25   expertise needed to provide legal
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2   opinions, right?

3       A.    Correct.

4       Q.    And you are not expressing a

5   view, I take it, as to whether any of the

6   debtors' legal defenses have merit?

7       A.    Correct.

8       Q.    And you are also not expressing

9   a view as to whether the facts relating to

10   any of the loans in the pool being settled

11   would legally warrant put back?

12       A.    Yeah.  I'm not making a legal

13   assessment.

14       Q.    Am I correct you've made no

15   attempt to determine the, what portion of

16   the loans in the pool actually breach reps

17   and warranties?

18       A.    The work that I'm depending on

19   or relying on is the repurchased, GSE

20   repurchase rate work that was done between

21   Fannie, Freddie and the debtor where they

22   reviewed thousands of loans over a number

23   of years and looked at the actual loan by

24   loan file review and availed themselves to

25   the defenses of the governing agreements
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2   or any other legal arguments as part of

3   that process.  So it's that work and the

4   results of that work that's incorporated

5   in my work, in my declaration.

6       Q.    I understand you are drawing

7   inferences from the debtors' put back

8   history with the GSEs, among other things?

9       A.    Correct.

10       Q.    So I just want to be clear, am I

11   correct you haven't looked at any one loan

12   within the pool that's being settled to

13   try to reach a view or express an opinion

14   as to whether that loan actually breaches

15   any reps and warranties?

16       A.    We have not completed our loan

17   level review work.  And I'm relying on the

18   thousands of loans that went through the

19   debtors' repurchase process as the basis

20   for my original declaration.

21       Q.    So I think I'm hearing the

22   answer to my question but I just want to

23   be clear.  In your June 11 declaration you

24   are not expressing any opinion as to

25   whether any particular loan breaches any
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2   reps and warranties?

3             MR. RAINS:  Objection.  Vague

4       and ambiguous.  Asked and answered.

5       A.    I utilized the repurchase work

6   the debtor did with the GSEs to form the

7   basis for my original declaration.

8       Q.    And in reaching the conclusions

9   in your initial declaration you didn't

10   look at any individual loan file in the

11   pool that's being settled?

12       A.    I relied on the thousands of

13   loans that were reviewed by the debtor as

14   part of their process prelitigation.

15       Q.    With respect, Mr. Sillman, I

16   don't think you answered my question.

17             MR. BENTLEY:  Let me ask the

18       reporter to read it back.

19             MR. RAINS:  I think you answered

20       the question.  It's been asked and

21       answered.

22             MR. BENTLEY:  You know, Darryl,

23       it's a yes or no question and I got a

24       nonanswer.

25             Read it back, please.
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2             (Record read.)

3             MR. RAINS:  Same objections.

4       A.    I relied on the GSE repurchase

5   work that the debtor did with Fannie and

6   Freddie.

7       Q.    To date have you looked at any

8   loan file for any of the loans within the

9   pool that's being settled?

10       A.    We are in the process of

11   reviewing the loan files.

12       Q.    Have you yet looked at any loan

13   files?

14             MR. RAINS:  You mean him

15       personally or Fortace?

16       Q.    Let's break it into pieces.

17   Have you personally looked at any loan

18   file?

19       A.    I have not looked at the loan

20   files.

21       Q.    Prior to your signing your

22   June 11 declaration, did anybody at

23   Fortace look at any of the loan files for

24   the loans being settled?

25       A.    I relied on, we relied on, the
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2   work that the debtor did with the GSE

3   repurchases in forming the assumptions and

4   conclusions in my original declaration.

5       Q.    So that's a no?

6       A.    I relied on --

7             MR. BENTLEY:  Read back my

8       question.

9       Q.    It's a very simple factual

10   question.  I'm not asking you what you

11   relied on.  I'm asking you whether you

12   looked at any loan files?

13             MR. BENTLEY:  Read it back,

14       please.

15             (Record read.)

16             MR. RAINS:  Objection, vague and

17       ambiguous.  Asked and answered.

18       A.    I relied on the work that was

19   done by the debtor as part of their GSE

20   repurchase for the conclusions and

21   assumptions made in my original

22   declaration.

23       Q.    And you didn't look at any loan

24   files?

25       A.    I relied on the GSE repurchase
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2   work.

3       Q.    Did that involve looking at any

4   loan files?

5       A.    It revolved relying on the loan

6   file reviews that the debtor performed.

7       Q.    Is there a reason you are

8   resisting answering a simple question?

9             MR. RAINS:  Objection.

10       Argumentative.  Asked and answered.

11             MR. BENTLEY:  It's not asked and

12       answered for Christ's sake, Darryl.

13             Read it back.

14             MR. RAINS:  Of course it has.

15       It's been asked 15 times and --

16             MR. BENTLEY:  Is the answer no?

17       Because I sure can't tell what the

18       answer is.

19             MR. RAINS:  I think his answer

20       is very clear.

21             MR. BENTLEY:  The answer is he

22       did something else, it's not whether

23       he did this or not.

24             MR. RAINS:  That's his answer.

25       You don't like his answer but it's his
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2       answer.

3             MR. BENTLEY:  I'm fine with his

4       answer, he just hasn't answered my

5       question.

6             Can you read it back, please.

7             MR. RAINS:  Let's do this, let's

8       take a quick break.

9             MR. BENTLEY:  You know what, I

10       want an answer to my question before

11       you speak --

12             MR. RAINS:  I'm going to talk to

13       him about his answer to your question.

14             MR. BENTLEY:  I object.  You are

15       not supposed to talk to the witness

16       while a question is pending.

17             (Whereupon, there is a recess in

18       the proceedings.)

19             MR. RAINS:  I think we have

20       succeeded in clearing up some of the

21       ambiguities and confusion caused by

22       your question.  Why don't you put the

23       question to him again.

24       Q.    I know it's very confusing but

25   I'll state it again.  In connection with
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2   forming the opinions expressed in your

3   June 11 declaration, did you or any of

4   your colleagues look at any of the files

5   for the loans in the pool being settled.

6       A.    For the, my original declaration

7   I relied on the work that was done by

8   ResCap and the repurchase activity.  We

9   are now looking at loan files.  We are

10   currently looking at loan files.

11       Q.    So let's just unpack what you

12   just said.  You relied on the work that

13   was done by ResCap.  What work are you

14   referring to?

15       A.    To GSE and private label

16   repurchase activity work ResCap did.

17       Q.    Understood.  But was that as to

18   any of the loans that are in this pool

19   that's being settled?

20       A.    There may be in the private

21   label securities work loans that are

22   included in this settlement.  The vast

23   majority of the loans were related to

24   their GSE originations.

25       Q.    And none of the GSE deals
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2   overlap in any way with this settlement,

3   right?

4       A.    Correct.

5       Q.    Were you relying, when you

6   prepared this report, on any work that RFC

7   had done in looking at the loans that are

8   part of this settlement?

9       A.    Yes.  We did review some

10   information regarding their private label

11   securitization repurchase work.  What we

12   found, I think there's an exhibit, that

13   the vast majority of those repurchase

14   demands were unresolved.

15       Q.    So I'm going to return to that.

16   I know what you are referring to.  Putting

17   aside any loan reviews that RFC may have

18   done in connection with its prepetition

19   put back experience, did you or any of

20   your colleagues look at any loan files in

21   connection with the work that went into

22   your June 11 report?

23       A.    We relied on the company's work

24   for the information in the original

25   declaration and we are now looking at loan
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2   files that are contained within the 392

3   trusts.

4       Q.    And when you say the company's

5   work, are you referring to anything other

6   than the work the company did prepetition

7   in connection with its prepetition put

8   back negotiations?

9       A.    Yeah.  It was prepetition work.

10       Q.    In connection with -- done by

11   the debtor in connection with its

12   prepetition put back experience?

13       A.    Yes.

14       Q.    And no other review of loan

15   files went into your, the conclusions

16   expressed in your June 11 declaration?

17       A.    That's right.

18       Q.    Okay.  We are there.  We got an

19   answer.  Thank you.  Let's move on.

20       A.    I would say no additional loan

21   work.

22             MR. BENTLEY:  I'm about to

23       change topics.  If people want to take

24       a break, this is fine or we can keep

25       going.
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2   what?

3       A.    Where they reviewed the loan

4   file internally, possibly as part of a

5   post funding QC process where they

6   identified loans that they felt met the

7   repurchase standard and notified the

8   appropriate trustee or insurer.

9       Q.    What is a post funding QC

10   process?

11       A.    That's where lenders review a

12   sample of loans that close to see if there

13   are any underwriting compliance or other

14   errors in the origination process.

15       Q.    And what's the -- do you have an

16   understanding as to what the debtors

17   purpose was in doing that?

18       A.    It's standard in the industry to

19   select a group of loans post closing.

20   One, it's a requirement for the GSEs to do

21   that and it's typically because the GSEs

22   make up such a large percentage of their

23   volume, it's typically utilized for all

24   types of loans to review the origination

25   process.

12-12020-mg    Doc 2828-4    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit D   
 Pg 22 of 48



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

143

1              FRANK SILLMAN

2       Q.    And is there a reason the debtor

3   does this for PLS?

4             MR. JURGENS:  Objection to form.

5             MR. RAINS:  Calls for

6       speculation.  Go ahead.

7       A.    I'm not aware of, you know, why

8   they chose these loans and what their

9   policies are for QC'ing loans that go into

10   PLS securities.

11       Q.    Did you or your team make any

12   effort to try to understand the nature of

13   the debtors practices and procedures in

14   that regard?

15             MR. RAINS:  Objection, vague and

16       ambiguous.

17       A.    We discussed when they provided

18   this data what these various categories

19   were.  And they could not tell us under

20   what initiative these voluntary loans were

21   selected.  So their records -- they

22   explained to us their records didn't

23   reflect you how the loans were created as

24   voluntary demands.

25       Q.    Who participated in these
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2   discussions?

3       A.    I did, Michelle Minier and Jeff

4   Cancelliere.

5       Q.    Who is Mr. Cancelliere?

6       A.    He works for the debtor.

7       Q.    Do you know what he does there

8   or what he did at the time of these

9   discussions?

10       A.    Yeah.  He -- my understanding

11   was he was involved in the risk group for

12   the company.

13       Q.    So did he, to your knowledge,

14   did he participate in the post funding QC

15   process?

16       A.    That -- in my conversations with

17   him that wasn't my understanding.  I

18   interfaced with him in this regard.  He

19   was the person that collected this

20   information for us at the company.

21       Q.    So were you able to ascertain

22   what portion of the loans that you

23   described as voluntary, were reviewed as

24   part of the post funding QC process?

25             MR. JURGENS:  Objection to form.
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2       A.    I answered that already.  In

3   that they did not have the data available

4   to ascertain under what program these

5   voluntary demands were developed.

6       Q.    Did you have any understanding

7   what other programs may have given rise to

8   these voluntary repurchases?

9       A.    We had some discussions around

10   trying to better understand the types of

11   loans that would be included in the

12   voluntary.  And Jeff was not able to give

13   us any data around how these were created.

14       Q.    And just so we are clear.  I

15   meant to ask you about other programs, not

16   types of loans.  Do you have any

17   understanding of what programs other than

18   post funding QC programs led to these

19   voluntary repurchases?

20             MR. SHEEREN:  Objection to form.

21       A.    In my conversations with him

22   they didn't discuss the types of programs

23   that led to these voluntary because the

24   data was not available.  So they weren't

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

3       Q.    And do you know if it would be

4   possible now to reconstruct or come up

5   with that information?

6       A.    I don't know if anything has

7   changed.  They were not able to provide

8   that information at the time that we

9   requested this data.

10       Q.    Did you reach a conclusion about

11   whether the voluntary repurchases had any

12   bearing on the issues you were analyzing?

13       A.    We looked at all of the PLS

14   demands including the voluntary in

15   developing the conclusions that we had in

16   my report.

17       Q.    What weight -- strike that.

18             Table 2 addresses nonvoluntary

19   repurchases only.  Why did you isolate out

20   the nonvoluntary?

21       A.    I wanted to understand better

22   the state of the repurchase demands that

23   were made by trustees or insurers.

24       Q.    Am I right the only difference

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

3       demands.

4       Q.    Let me try it again because my

5   question wasn't very clear.  You've

6   computed that the debtors -- sorry, that

7   the trusts -- let me start again.  You've

8   computed that the loans subject to the

9   proposed settlement have losses,

10   liquidated losses to date of about

11   $30 billion, correct?

12       A.    Correct.

13       Q.    And by the way, by liquidated

14   losses what do you mean?

15       A.    It means when there's a loss

16   that's passed on to the trust when the

17   loan is liquidated.

18       Q.    So are all of those losses on

19   account of either foreclosure or some

20   other sale?

21       A.    Short sale, yes.  There's a

22   number of categories that would consider

23   the loan liquidated.  And any losses

24   associated with that are reported as

25   liquidated losses.
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2       Q.    So it would be a sale in

3   satisfaction of the mortgage?

4       A.    I'm not sure that I'm the

5   expert.  Mortgages work differently in

6   each of the states.  When the property is

7   liquidated, the losses associated with

8   that are passed on to the trust.

9       Q.    So let me just show you your

10   report so we don't have to go back and

11   forth on this.  Look at paragraph 25 of

12   your initial declaration.  And item A in

13   the first sentence refers to, "The actual

14   losses that are incurred when a loan is

15   foreclosed and sold through a short sale,

16   REO or other final disposition."

17             Do you see that?

18       A.    Yes.

19       Q.    And that's what you've defined

20   as the actual liquidated loss?

21       A.    Yes.

22       Q.    Okay.  And do you have any way

23   of knowing whether after a liquidation of

24   that sort the trust would still hold the

25   mortgage?
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2       A.    That would be a --

3             MR. JURGENS:  Objection to form.

4             MS. PATRICK:  Objection to form.

5       A.    -- a legal question that may be

6   discussed in the governing agreements but

7   outside the scope of what -- what I looked

8   at for my declaration.

9       Q.    Okay.  Fair enough.  But you've

10   computed that the debtors -- the

11   liquidated losses on the loans in the

12   trusts to date are approximately

13   $30 billion?

14       A.    That's the information that I

15   received from Intex and LP, loan

16   performance.

17       Q.    And does Table 2 of Exhibit 7

18   show that, tell you the dollar value of

19   put back demands made against the debtors

20   with respect to these trusts from late

21   2007 until the petition -- until May 2012?

22       A.    I'm not sure -- you are asking

23   the detailed schedule information?

24       Q.    Exhibit 7, the cover page.

25       A.    Oh, the cover page.
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2   this next step in estimating the loss

3   share rate ranges.

4       Q.    So all of your calculations on

5   pages 16 to 23, the upshot of those

6   calculations is the loss share rate,

7   correct?

8       A.    Yes.  The result of the work

9   that's done starting on page 16, paragraph

10   44 and ending on page 23, paragraph 66.

11       Q.    There's a number of different

12   components, retrade, agree rate and audit

13   rate and demand rate.  But the purpose of

14   all of those is to come up with the -- the

15   collective result of all of those is the

16   loss share rate?

17       A.    Right.

18       Q.    Now, going back to paragraph 6

19   in the second sentence describing loss

20   share rate, you describe loss share rate

21   as, "The percentage of estimated lifetime

22   losses that the debtors might agree to

23   share with the trusts."

24             Do you see that?

25       A.    Yes.
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2       Q.    So was it deliberate on your

3   part to use the word "might" rather than

4   would?

5       A.    What I was developing -- what I

6   developed for this is a range of

7   reasonable loss share rates.  And whether

8   or not the debtor would agree to a loss

9   share rate ultimately agree to a loss

10   share rate or an allowed claim that you

11   could calculate a loss share rate is

12   something for the others to decide, not me

13   to impose by using the word "would."

14       Q.    For example, your calculations

15   are all predicated on the assumption that

16   a breach of rep and warranties can be

17   proved against the debtors as a legal

18   matter, right?  We talked about that

19   earlier.

20       A.    Let me get to -- what paragraph

21   are you referring --

22       Q.    5.  Third sentence.

23             MR. RAINS:  What was the

24       question again?

25       Q.    You assume for purposes of your
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2   were referring to a few minutes ago?

3       A.    Yes.

4       Q.    The calculations you used to

5   derive the audit rate ranges shown in the

6   table on paragraph 53 of your report?

7       A.    Right.  The total average of

8   65 percent and 69 percent.

9       Q.    Okay.  But how did you compute

10   each of the individual ranges shown on

11   this table?  For example, the first line,

12   trusts, liquidated loans, a range of 70 to

13   75 percent.  How did you compute those

14   numbers?

15       A.    That was based on my

16   professional experience with audit rate

17   percentages.

18       Q.    So do you compute it or did you

19   just -- does that number -- is that number

20   the product of any calculations?

21       A.    It's the product of my

22   professional experience.  There's not an

23   additional calculation.

24       Q.    You just came up with that

25   number?
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2       A.    I didn't just come up with it.

3   It's based on my professional experience.

4       Q.    How did you come up with it?

5             MR. RAINS:  Objection.  Asked

6       and answered.

7       Q.    How did you pick 70 percent

8   rather than 60 or 80 percent?

9             MR. RAINS:  Asked and answered.

10       A.    I came up with it based on my

11   professional experience.  I developed a

12   range to take into consideration the

13   variability of each one of these

14   categories.

15       Q.    Did you compute any of the

16   numbers shown in paragraph 53 other than

17   the average that's shown at the bottom of

18   the table?

19       A.    The assumptions for each

20   wouldn't delinquency buckets were based on

21   my professional experience.

22       Q.    But you didn't perform any

23   calculations to derive any of these

24   numbers?

25             MR. RAINS:  Which numbers?
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2             MR. BENTLEY:  All of the numbers

3       in the table in paragraph 53 other

4       than the total average numbers shown

5       on the last line.

6       A.    The numbers for each of those

7   are assumptions based on my professional

8   experience.  So I developed those

9   assumptions and input them into the model.

10       Q.    How did you develop them?  Were

11   there any steps that went into the

12   development?

13       A.    Based on my professional

14   experience for these categories of loans

15   that's how I developed the assumptions.

16       Q.    Did you start with the total

17   average range of 65 to 69 and then back

18   into the component ranges?

19       A.    I did not.

20       Q.    And can you shed any more light

21   on how you came up with the various ranges

22   shown here, other than the total average

23   range?

24       A.    Based on my professional

25   experience.
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2       Q.    It wasn't a quantitative

3   calculation?

4       A.    It wasn't a -- you are asking me

5   is this a product of a mathematical

6   equation?

7       Q.    Correct.

8       A.    It was -- these individual

9   assumptions were not the product of an

10   additional mathematical equation.  They

11   were based on my professional experience.

12       Q.    And there's no backup to these

13   numbers?

14       A.    There is no -- there's no other

15   data to support these numbers other than

16   my professional experience.

17       Q.    If I ask you the same questions

18   about the numbers shown in the table on

19   paragraph -- in paragraph 56 of your

20   report are your answers the same?

21             MR. RAINS:  Objection.  Vague

22       and ambiguous.  Compound.

23             MR. BENTLEY:  You can walk

24       through all these questions again,

25       Darryl.
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2       A.    I followed the same process

3   based on my professional experience in

4   determining the assumptions for each of

5   the lower and higher ranges in paragraph

6   56.

7       Q.    Did you prepare any calculations

8   that went in to the derivation of these

9   numbers, that is on paragraph -- in

10   paragraph 56?

11       A.    There aren't any additional

12   calculations to derive the assumptions

13   other than the calculations for the total

14   average.

15       Q.    Let me try to be clear.  The

16   total average numbers you derived from the

17   numbers above it in -- in the table?

18       A.    And they are weighted against

19   the estimated trust lifetime losses.  So

20   they are a function of a calculation in

21   the model.

22       Q.    But each of the numbers other

23   than the total average has no calculation

24   backing it up?

25       A.    That's right.  It's an
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2   assumption based on my professional

3   experience.

4       Q.    And there's no backup documents

5   or data supporting these numbers?

6       A.    That's correct.

7       Q.    Let's move on to breach rate.

8   And as we discussed before, breach rate is

9   simply the product of audit rate and

10   demand rate, correct?

11       A.    Correct.

12       Q.    So the derivation of this was

13   simply math?

14       A.    That's correct.  And then again

15   weighted against the estimated trust

16   lifetime losses for the averages.

17       Q.    Now, in paragraphs 57 and 58,

18   you refer to the breach rates used in the

19   BofA expert report and the Lehman expert

20   report, right?

21       A.    Yes.  I discussed them.

22       Q.    So you attempted to determine

23   what breach rate had been used in

24   connection with the BofA settlement,

25   right?
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2   an expert, a loss share rate, excuse me.

3   We calculated that by taking the estimated

4   losses divided by their higher and lower

5   range in the settlement columns.  I

6   believe that was in our spreadsheet.  We

7   can take a look at that.

8       Q.    Maybe this will help you.  Did

9   you -- to compute the 14 percent loss

10   share rate shown in your table in

11   paragraph 65 did you derive that from the

12   36 percent breach rate and the 40 percent

13   success rate shown on page 8 --

14       A.    Yes.

15       Q.    -- of the BofA expert report?

16       A.    Yeah, the same amount.

17       Q.    You simply multiplied 36 percent

18   by 40 percent?

19       A.    Yes, I believe that's the case.

20       Q.    And to get your Lehman agree

21   rates --

22       A.    I'm sorry.

23       Q.    I have got to review that.  So

24   I'm going to ask you now about how you

25   derived the breach rate, agree rate and
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2   expert report?

3       A.    Yes.

4       Q.    And turn now to paragraph 65 of

5   your report, which shows certain Lehman

6   loss share rate assumptions.  Did you

7   derive those by simply multiplying your

8   Lehman breach rate by your Lehman agree

9   rate?

10       A.    Yes.  They are not mine but,

11   yes, from the --

12       Q.    Understood.

13       A.    From Lehman's, yes.

14       Q.    The numbers you put in your

15   tables for the Lehman breach rate and

16   agree rate?

17       A.    Yes.

18       Q.    Did you know whether the ResCap

19   board of directors, when it approved the

20   settlement, considered the BofA settlement

21   and the Lehman settlement?

22       A.    I don't have any information

23   about what the board considered as part of

24   the settlement.

25       Q.    We will move on.
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2   anything relating in any way to agree

3   rates on page 2 of this document?

4       A.    No.  That column referred here

5   as formula column H is where I calculate

6   the overall trust agree rate assumptions

7   for the lower and higher ranges.

8       Q.    But nothing in this document

9   shows how you got to the lower and higher

10   agree rate numbers shown for the various

11   buckets?

12       A.    That's correct.  Those were

13   based on my professional experience with

14   agree rates for these buckets adjusted for

15   the repurchase experience the debtor had

16   and the higher agree rates than the

17   industry as a whole for their GSE

18   repurchases.

19       Q.    Let's take it step by step.  I'm

20   going to ask you more about Exhibit 15 in

21   a moment.  But just to jump to the bottom

22   line, does Exhibit 15 show how you

23   computed the 41 to 47 percent agree rate

24   range?

25       A.    This was a validation step that
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2       A.    I did not as part of this

3   analysis.

4       Q.    Did you attempt to quantify the

5   vintages of their loans as part of this

6   analysis?

7       A.    The vintages were similar

8   vintages to the vintages, the same time

9   period majority from 2005 to 2007.

10       Q.    Did you attempt to quantify how

11   the vintages broke out as between the

12   different years within that time frame?

13       A.    I did not do the further

14   analysis.  I didn't feel that was

15   necessary as part of my assumption

16   development.

17       Q.    Did you make any attempt to

18   compare how the reps and warranties

19   governing those loans compared to the reps

20   and warranties in the governing agreements

21   for the debtors?

22       A.    In general I did do that.

23   That's one of the discounts applied in my

24   Exhibit 15 document.

25       Q.    Okay.  So we will turn back to
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2   that in a moment.  And over what years

3   were the put back demands and put back

4   responses that -- of the three clients you

5   are referring to?

6       A.    And the IndyMac experience.

7   They related to originations primarily

8   from 2005 to 2007.

9       Q.    I'm actually asking a different

10   question which is when were the put back

11   demands?  How long after origination?

12       A.    They were 2008 -- let me step

13   back.  IndyMac they were 2006 through

14   2008.  At my Fortace clients they were

15   2009 through part of 2012.

16       Q.    And did you attempt to -- did

17   you give any consideration to the length

18   of time between the origination and the

19   put back demands in the client experience

20   that you were basing your opinion on?

21       A.    I did not, with my experience

22   with, at IndyMac Bank and with my Fortace

23   clients, did not see any differences in

24   when the demand was presented and the

25   agree rates.
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2       Q.    Did you make any attempts to

3   quantify the length of time between

4   originations and demands?

5             MR. JURGENS:  Objection to form.

6       A.    I didn't see that as a factors

7   that influenced the agree rates in the

8   work that I had been involved with.

9       Q.    So you didn't do any such

10   calculation?

11       A.    It was not included in my agree

12   rate calculation.

13       Q.    Now, what were the agree rates

14   of these three clients that you are

15   referring to?

16       A.    And IndyMac.  They ranged in

17   general from a low of around 37 to a high

18   of 42 percent.

19       Q.    One of the three clients was 37

20   and another was --

21       A.    No.  At different times the

22   agree rates, depending on who the demander

23   was, when the demands were made might

24   change how they negotiated and came to

25   agree rates.  So in general I would see
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2   forming your conclusions, did you consult

3   any documents?

4       A.    I did not consult any documents.

5       Q.    You just knew those numbers by

6   memory?

7       A.    I do know those numbers by

8   memory.

9       Q.    This was the experience of three

10   clients.  Were they sell side or buy side?

11       A.    And IndyMac.

12       Q.    Sure.  Were the three Fortace

13   clients sell side?

14       A.    Yes.

15       Q.    How many sell side clients did

16   you have altogether who you advised on --

17   with respect to put back demands?

18       A.    For what period?  I mean, we had

19   clients come and go so.

20       Q.    From '09 through this year.

21       A.    Five clients.

22       Q.    About five sell side clients?

23       A.    Yes.

24       Q.    Why did you pick these three and

25   not the other two?
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2       A.    Just because of the volume of

3   work that we did for them or have done for

4   them is not significant.  The three --

5       Q.    The two --

6       A.    Yeah.  Two of the five we have

7   not done significant work for.

8       Q.    Did you consider including your

9   buy side clients in doing this analysis?

10       A.    Give me a second.  Let me just

11   recall.  The work we did for the buy side

12   was, in many cases, we did not receive

13   back the ultimate agree rate data for

14   those clients.  The three clients I picked

15   were ones where I received back agree rate

16   feedback.

17       Q.    Did you receive the ultimate

18   agree rate data for any of your buy side

19   clients?

20       A.    I may have received agree rate

21   data for those clients but I'm not sure.

22       Q.    Did you give any consideration

23   to including them in your analysis?

24       A.    I did consider them in

25   determining my analysis but felt that the
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2   data from the three that I selected and my

3   IndyMac experience was more on point and

4   more robust than the information that was

5   provided to me.

6       Q.    What was the basis for that

7   conclusion?

8       A.    The amount of loans that we did

9   for them and the data that was provided to

10   us regarding the agree rates.

11       Q.    That explains how you concluded

12   it was more robust.  But how about more on

13   point?

14       A.    They were sell side clients,

15   very similar in structure to ResCap.

16       Q.    In what sense?

17       A.    In that they sold

18   securitizations with Alt-A, subprime,

19   jumbo A loans.

20       Q.    And that wasn't true of your buy

21   side clients?

22       A.    Some of the buy side clients

23   sold whole loan to companies like ResCap.

24   Some didn't have as robust of a

25   correspondent or conduit business as
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2   shelf they may have changed.

3       Q.    Did you perform any system --

4   did you attempt to review the reps and

5   warrants of those clients in any

6   systematic way?

7       A.    I based it on my professional

8   experience and actual repurchase agree

9   rate experience with them in regards to

10   their reps and warrants.

11       Q.    And are there -- is there any

12   work product that you or your team

13   generated reflecting your review of the

14   reps and warrants of these other clients?

15       A.    There isn't any information that

16   I relied on that we did not provide to the

17   data room or in the exhibits.  It's

18   confidential information.  So we didn't

19   document any of the work.  This was based

20   on my professional experience with the

21   Fortace clients.

22       Q.    Let's just try to make sure we

23   have a clear record.  Did you go back and

24   look at the reps and warrants of these

25   other clients for purposes of performing

12-12020-mg    Doc 2828-4    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit D   
 Pg 47 of 48



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

297

1              FRANK SILLMAN

2   your analysis or did you instead simply

3   rely on your general experience in

4   representing those clients?

5             MR. RAINS:  Or something else.

6       Tell him what you did.

7       A.    I relied on my familiarity with

8   the reps and warrants from my other

9   clients in comparing them to the reps and

10   warrants in the governing agreements that

11   I reviewed.

12       Q.    So you didn't conduct any rep

13   and warrant review of those other clients

14   for purposes of this analysis?

15       A.    I didn't do any additional rep

16   and warrant review other than the rep and

17   warrant review that I explained to you

18   that I did.

19       Q.    That you had done previously in

20   connection with your work for those other

21   clients?

22       A.    Correct.

23       Q.    And same question with respect

24   to IndyMac.  Did you go back and look at

25   the reps and warrants for any IndyMac
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2  negotiation, I didn't ask him, you know,

3  for this specific number.  So I can't -- I

4  just don't know.

5      Q.    I thought you testified a minute

6  ago that you always asked him for more.

7            Are you saying just generally?

8      A.    Whenever I negotiated anything

9  with Michael, I always asked for more.

10      Q.    Okay.  So are you saying that

11  you never had occasion to discuss with

12  Mr. Carpenter the amount that AFI was

13  willing to pay or that you thought should

14  be paid by AFI to ResCap to settle claims?

15      A.    Not in the context of

16  negotiating the deal.  But I had expressed

17  numbers that I felt were, you know, higher

18  than we were able to get.

19      Q.    What numbers did you express?

20      A.    Now, my general view was it

21  probably would take something close to

22  $2 billion to settle this.

23      Q.    And you expressed that to

24  Mr. Carpenter?

25      A.    I expressed that to
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2  Mr. Carpenter, definitely.

3      Q.    Did you express it to other

4  members of the ResCap board?

5      A.    Yes.

6      Q.    Did you express it to all of the

7  other members of the ResCap board?

8      A.    I was fairly vocal in what I

9  thought it would take to get a deal done.

10  My view is it would take a couple billion

11  dollars, that no one was going to do a

12  deal for 750.

13      Q.    And during what period of time

14  or over what period of time did you

15  advocate for a number in the range of

16  $2 billion from AFI?

17      A.    I wouldn't use the phrase

18  "advocate."  I would say expressed my view

19  of how to get a settlement --

20      Q.    Fine.

21      A.    -- or, pardon me, a deal.  And

22  in that context, I would say, you know,

23  over the spring of this year.

24            MR. KAUFMAN:  Let's mark as the

25      next exhibit, Ally Financial, Inc.'s
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2  Elliott Management?

3      A.    Yes.

4      Q.    And Mr. Cederholm's e-mail

5  summarized a telephone conversation he had

6  with you regarding the statute of

7  limitations defenses to put-back claims,

8  correct?

9      A.    Yes.

10      Q.    Mr. Cederholm pointed out,

11  didn't he, that put-back claims are based

12  on alleged breaches of contract and that

13  if the claimed breach is in the reps and

14  warranties made in the contract the

15  claimant must assert the breach within the

16  applicable limitations period?

17      A.    What was the question?

18            MR. KAUFMAN:  Read it back,

19      please.

20            (Record read.)

21      A.    That is what he asserts in this

22  e-mail and it is generally what he

23  discussed on the telephone, yes.

24      Q.    And did you understand from what

25  Mr. Cederholm was telling you that
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2  applying a six-year statute of limitations

3  that exists in New York, that should in

4  2012 bar any put-back claims based on

5  contracts made before 2006?

6            MR. PRINCI:  Objection as to

7      form.

8      A.    I understood his position and I

9  understood what his opinion was but he was

10  not counsel and I'm not even sure if he's

11  a lawyer.  He's just a guy who bought

12  bonds who is trying to make an argument

13  for what the bonds were worth.  I relied

14  on counsel.

15      Q.    I wasn't asking what you relied

16  or even if you relied on it.  I just

17  wanted to know when you received the

18  e-mail and read it you understood that's

19  what he was saying?

20      A.    I understood that's what his

21  assertion was.

22      Q.    Okay.  So did you understand

23  from what he was telling you, at least

24  from his view, that in light of the

25  statute of limitations there should be
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2  zero put-back liability for PLS deals done

3  in 2004 and 2005?

4            MR. PRINCI:  Objection as to

5      form.

6      A.    Again, that was his opinion.

7  The reason why I copied, as you can see,

8  the attorneys on the top here was I was

9  interested in their opinion.

10      Q.    Did any of those to whom you

11  sent Mr. Cederholm's e-mail ever get back

12  to you and express a view as to what he

13  said to you?

14      A.    I do believe there was

15  discussion with Tim Devine on this matter

16  and probably Tammy as well.  And my

17  recollection of the discussion was he --

18            MR. PRINCI:  No, don't.

19            THE WITNESS:  Oh, counsel.  I'm

20      sorry.

21      Q.    Shifting gears.  Mr. Marano, you

22  knew that the settlement being negotiated

23  with Kathy Patrick and Talcott Franklin

24  was contingent on their signing plan

25  support agreements with ResCap, didn't
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2      dated May 9, 2012, notifying the board

3      of a meeting on May 9, 2012, at

4      3:00 p.m., attached to which is a

5      several page analysis that was

6      presented at that meeting.  Bates

7      numbers RC 9019_0093180 through 3183.

8            (9019 Exhibit 60, e-mail from

9      Gary Lee dated May 9, 2012, Bates RC

10      9019_0093180 through 3183, marked for

11      identification, as of this date.)

12      Q.    Let me show you what we have

13  marked.  Did you receive this e-mail and

14  the attachment from Mr. Lee on May 9,

15  2012?

16            MR. PRINCI:  Just give me one

17      minute to read the document.

18      A.    Yes.

19      Q.    And Mr. Lee attached or sent his

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

21  see that?

22      A.    Yes.

23      Q.    And that was 22 minutes before

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

25      A.    Yes.
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2      Q.    Is that when you first received

3  the supporting materials he attached to

4  his e-mail?

5      A.    I honestly couldn't tell you but

6  I'm sure I got them at that time.

7      Q.    Okay.  Were any other written

8  materials besides the ones attached as

9  part of this exhibit provided to the board

10  in advance of the meeting?

11      A.    Not that I can recall.

12      Q.    Were you and other members of

13  the board told before the May 9th meeting

14  the terms of the proposed settlement with

15  Ms. Patrick?

16      A.    My recollection was that the

17  discussion with Ms. Patrick was fluid up

18  until the board meeting.  And so I

19  can't -- I can't recall, you know, if --

20  you know, it was just fluid.  It was

21  ongoing.  We were apprised periodically.

22  But it was a fluid negotiation.

23      Q.    Wasn't the board being asked to

24  approve the settlement at the May 9th

25  meeting?
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2      A.    Yes.

3      Q.    So my question is -- well, let

4  me see if I understood your answer.  Are

5  you telling me that until the meeting was

6  actually held neither you nor the other

7  board members knew the terms that had been

8  negotiated and agreed upon in principal?

9      A.    No, that's not what I'm saying.

10      Q.    Okay.  So my question is did you

11  know the terms of the negotiated deal

12  prior to the May 9th board meeting?

13      A.    I was aware of the general

14  concepts.  Negotiations were going down to

15  the wire.  I don't know if it moved a

16  little bit between my prior knowledge and

17  the time of the board meeting.  It was

18  extremely fluid.

19      Q.    How much prior to the May 9th

20  meeting could you have been aware of the

21  final negotiated terms as fluid as you've

22  described the negotiations?

23            MR. PRINCI:  Objection to form.

24      Q.    What's the earliest you could

25  have been aware?
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2            MR. PRINCI:  Objection as to

3      form.

4      A.    Well, I -- I knew there was some

5  level of negotiation going on back in

6  October.

7      Q.    That wasn't my question.  Since

8  you've testified that the negotiations

9  with Ms. Patrick were so fluid right up to

10  the May 9th meeting that you are not sure

11  when you found out about the terms that

12  were agreed upon, I'm trying to find out

13  what's the earliest possible time before

14  May 9th, given how fluid everything was

15  when you could have learned --

16            MR. PRINCI:  Objection as to

17      form.

18      Q.    -- what the terms were?

19            MR. PRINCI:  Misstates his

20      testimony.

21      A.    The earliest possible time would

22  have been within a few days or hours.

23      Q.    Okay.  Could have been as late

24  as a few hours before the meeting is what

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

3      Q.    Okay.  Prior to the proposed

4  agreement with Ms. Patrick being presented

5  to the board for formal approval did you

6  authorize an agreement in principal on the

7  terms that were ultimately presented?

8            MR. PRINCI:  Objection to form.

9      A.    I was kept appraised of the

10  negotiations that were going on with

11  Ms. Patrick by Gary Lee and Tammy

12  Hamzephour.  And I told them to keep

13  working on trying to get the best deal

14  possible.

15      Q.    My question was prior to the

16  time the agreement was formally presented

17  to the board for approval, had you

18  authorized -- had you authorized an

19  agreement in principal on the terms that

20  were ultimately presented to the board?

21            MR. PRINCI:  Objection as to

22      form.

23      A.    I -- I don't think so.  I

24  authorized negotiations.

25      Q.    Okay.  We have seen that as of
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2            You can answer it.

3      A.    I agree that's what page 73

4  says.

5      Q.    So you understood as of May 9,

6  2012, that it had been publicly disclosed

7  that the estimated or the estimate of

8  reasonably possible losses over time

9  relating to the matters that were being

10  settled was 0 to $4 billion?

11            MR. PRINCI:  Objection.

12      Misstates the record.

13            MS. PATRICK:  Same objection.

14      A.    Give me the date you just used.

15      Q.    I'm saying as of May 9th, you

16  knew that it had been publicly disclosed

17  on April 27 that the estimate of

18  reasonable -- reasonably possible losses

19  over time related to -- relating to

20  put-back claims or repurchase claims was 0

21  to $4 billion?

22      A.    That is correct.

23      Q.    Okay.  As of May 9, 2012,

24  exactly how many repurchase claims had

25  actually been asserted against ResCap by
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2  any RMBS trust?

3      A.    I can't recall the exact number

4  that had been asserted.  I believe, you

5  know, there was an FHFA lawsuit.

6      Q.    Is that a trust?

7      A.    I don't know.  Actually I can't

8  answer that question.  I don't know.

9      Q.    Isn't the answer 0?

10      A.    I don't know.

11      Q.    You don't know.  Did you ever

12  ask anyone prior to the May 9th meeting at

13  which you were being asked to approve an

14  $8.7 billion settlement whether anyone,

15  whether any trust or certificate holder

16  had actually sued ResCap for repurchase

17  obligations?

18            MR. PRINCI:  Just don't include

19      counsel in the answer to that

20      question, please.

21            MR. KAUFMAN:  That's a fact.

22      That's not a legal advice.

23      Q.    Did anybody tell you that as a

24  fact that any lawsuit like that had been

25  filed?
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2      A.    Yeah.  I don't -- I do not

3  believe -- I actually think he's right.

4  There had been no trust -- trustees that

5  filed suits.

6      Q.    So as of May 9, what you were

7  settling you knew what you were settling

8  was threatened claims not real claims,

9  right?

10            MS. PATRICK:  Objection to form.

11      A.    On May 9th we knew that Kathy

12  had, Kathy Patrick had aggregated enough

13  investors to break the threshold at which

14  she could order the trustees to file a

15  claim.  And that's why the scope of the

16  settlement was much larger than was in the

17  Q.

18      Q.    Was it your understanding,

19  Mr. Marano, that whatever amount

20  Ms. Patrick had aggregated, her clients

21  actually had the right to order the

22  trustees to do something or did you

23  understand they could merely request that

24  the trustees do something?

25      A.    My -- my understanding was that
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2      A.    I have to rely on the minutes.

3  I can't recall.

4            The minutes suggest that it was

5  held by telephone.

6      Q.    Do the minutes accurately

7  reflect what occurred at the May 9th

8  meeting?

9      A.    Yes.

10      Q.    The minutes say that one of the

11  board's members, Mr. Ilany, was unable to

12  attend.

13            Why couldn't he attend?

14      A.    I'm -- I don't know why he was

15  not there.  I don't remember.

16      Q.    The minutes also reflect that

17  two matters were addressed at the meeting,

18  the proposed RMBS settlements and the

19  Project Bounce update; is that correct?

20      A.    Yes.

21      Q.    How much time was devoted to

22  each of those matters?

23      A.    There was, you know, there was a

24  considerable amount of time, you know,

25  dedicated to both matters.  I can't tell

12-12020-mg    Doc 2828-5    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit E   
 Pg 17 of 25



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

165

1                THOMAS MARANO 

2  you within the hour that the board meeting

3  transpired, whether it was 50/50; but

4  there was, you know, a fair amount of

5  time.

6      Q.    The entire meeting, according to

7  the minutes, lasted an hour, correct?

8      A.    Correct.  I just can't tell you

9  whether it was 30 and 30.  I don't recall.

10      Q.    Is it your best recollection

11  that it was split approximately equally

12  between the two matters?

13      A.    I don't recall how much time was

14  spent on each matter.

15      Q.    In the next-to-last paragraph on

16  the first page, the minutes say that

17  during the discussion you requested that a

18  report with separate line items

19  identifying the different settlement

20  amounts be prepared to provide the board

21  with additional details on the

22  settlements.

23            Do you see that?

24      A.    Yes.

25      Q.    Why did you want that
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2  information?

3      A.    For purposes of clarity.

4      Q.    Clarifying what?

5      A.    To help to make sure the board

6  understood, you know, the components that

7  made up the rep and warrant and PLS

8  settlement.

9      Q.    Was that report provided during

10  the course of the hour meeting?

11      A.    I do not believe it was.

12      Q.    Why didn't you adjourn the

13  meeting until you got the information you

14  were looking for?

15      A.    I think -- my recollection of

16  this meeting is that we had enough of a

17  basis to determine whether or not the

18  settlement agreement was fair, and this

19  was just clarifying details.

20      Q.    Was there a written presentation

21  that accompanied the May 9th meeting?

22      A.    I don't recall if there was a

23  presentation.

24      Q.    Wasn't it the two-page document

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

3      Q.    -- just about 20 minutes before?

4      A.    Yes.  This is the same meeting.

5      Q.    So that's the information that

6  the board was looking at, when it was

7  considering, on May 9th, whether to

8  approve the settlement?

9      A.    That is -- that is correct.

10      Q.    Was there anything other than

11  that two-page presentation the board was

12  looking at, when it was asked to consider

13  whether to approve the settlement?

14      A.    Not that I recall.

15      Q.    On the second page of the

16  minutes regarding the Project Bounce

17  update, it says that you and Mr. Nashelsky

18  briefed the board on the status of various

19  matters related to a potential ResCap

20  Chapter 11 filing, including but not

21  limited to the AFI settlement agreement.

22            Do you see that?

23      A.    Yes.

24      Q.    And that refers to the

25  settlement agreement between ResCap and
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2  that counsel for the institutional

3  investors will have their fees paid by the

4  debtors?

5            MS. PATRICK:  Objection to form.

6            MR. PRINCI:  Objection to form.

7      A.    Yeah.  I believe that the fees

8  will be paid, yes.

9      Q.    Do you have an understanding as

10  to the amount of those fees that would be

11  paid by the debtors?

12      A.    I don't recall.  And it may be

13  in the document.  I just don't recall.

14      Q.    Okay.  When the -- I think you

15  previously discussed the May 9th board

16  meeting at which the settlement agreement

17  was considered.  Was there any discussion

18  at that meeting regarding the payment of

19  the institutional investors' counsel fees?

20      A.    I don't recall if that was a

21  matter of discussion at the board meeting.

22      Q.    Okay.  Have you or anyone else

23  on behalf of the debtors evaluated the

24  reasonableness of the fees that would be

25  paid to counsel to the institutional
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2  investors pursuant to the settlement

3  agreement?

4            MS. PATRICK:  Objection to form.

5      A.    I have not looked at the

6  reasonableness.  I'm not -- again, I don't

7  recall that I even knew what that number

8  was.

9      Q.    Are you aware whether anyone on

10  behalf of the debtors has requested either

11  bills or time sheets from counsel to the

12  RMBS investors to substantiate fees that

13  will be paid to them under the settlement

14  agreement?

15            MR. PRINCI:  Objection to form.

16            MS. PATRICK:  Same objection.

17      A.    I'm not the best person to

18  answer that.  My chief financial officer

19  keeps track of all that information.  If

20  we received it, he'll have it.

21      Q.    Okay.  Is that -- that's

22  Mr. Whitlinger?

23      A.    Whitlinger.

24      Q.    Okay.  Whitlinger.  I'm sorry.

25            Give me one moment.
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2  Mr. Marano.  You testified early that

3  Mr. Ilany and Mr. Mack were responsible

4  for the Ally ResCap negotiations, right,

5  and you also testified earlier that -- I'm

6  sorry the court reporter can't take down a

7  head nod.  Is that yes or no?

8      A.    Yes.

9      Q.    You also testified earlier --

10  backup.  You also testified earlier that

11  another group of people were responsible

12  for negotiations with Ms. Patrick and

13  Mr. Franklin's group; is that correct?

14      A.    Yes.

15      Q.    And who were those people

16  responsible for negotiations with

17  Ms. Patrick's group?

18      A.    Tammy Hamzephour from general

19  counsel of ResCap and Gary Lee who was --

20  who was counsel to ResCap via Morrison &

21  Foerster.

22      Q.    Anyone else responsible for

23  negotiations with Ms. Patrick?

24      A.    In the early stages when

25  Ms. Patrick's letter first arrived Tim
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2  Devine had been present but he did not

3  represent ResCap in that meeting.

4      Q.    I understand but my question is

5  something different.  I'm asking you

6  overall who was responsible for the

7  negotiations with Ms. Patrick?

8      A.    Tammy and Gary Lee.

9      Q.    Not Mr. Devine?

10      A.    No.  Not -- not on behalf of

11  ResCap, no.

12      Q.    I understand but I'm not -- I'm

13  not making that distinction you are.  So

14  let me ask my question.  Who was

15  responsible for negotiating the RMBS

16  settlement with Ms. Patrick?

17            MR. PRINCI:  Objection.  Asked

18      and answered.

19            You can answer again.

20      A.    Tim Devine was there.  But Tammy

21  Hamzephour represented ResCap and Gary

22  Lee.

23      Q.    And who did Mr. Devine

24  represent?

25      A.    Mr. Devine was there as a
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2  representative of Ally I believe.

3      Q.    So Mr. Devine represented Ally?

4      A.    Yes.

5      Q.    Did anyone else to your

6  knowledge have significant involvement

7  with the negotiations with Ms. Patrick?

8      A.    Our risk team was involved, Jeff

9  Cancelliere.

10      Q.    Anyone else?

11      A.    No.

12      Q.    And Jeff Cancelliere, who did he

13  work for?

14      A.    He -- he worked for the risk

15  group.

16      Q.    I understand.  Was that risk

17  group with Ally or risk group with ResCap?

18      A.    Within -- within ResCap.

19      Q.    So he did not work for Ally?

20      A.    Again, there was a period --

21  there was a period in 2012 where the roles

22  of the various global functions began to

23  disengage from Ally.  For a period of time

24  Jeff would have reported to Todd Cushman.

25  At some point I believe Jeff would have

12-12020-mg    Doc 2828-5    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit E   
 Pg 25 of 25



12-12020-mg    Doc 2828-6    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit F   
 Pg 1 of 6



12-12020-mg    Doc 2828-6    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit F   
 Pg 2 of 6



12-12020-mg    Doc 2828-6    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit F   
 Pg 3 of 6



12-12020-mg    Doc 2828-6    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit F   
 Pg 4 of 6



12-12020-mg    Doc 2828-6    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit F   
 Pg 5 of 6



12-12020-mg    Doc 2828-6    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit F   
 Pg 6 of 6



12-12020-mg    Doc 2828-7    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit G   
 Pg 1 of 2



12-12020-mg    Doc 2828-7    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit G   
 Pg 2 of 2



12-12020-mg    Doc 2828-8    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit H   
 Pg 1 of 3



12-12020-mg    Doc 2828-8    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit H   
 Pg 2 of 3



12-12020-mg    Doc 2828-8    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit H   
 Pg 3 of 3



EXHIBIT I 

12-12020-mg    Doc 2828-9    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit I   
 Pg 1 of 12



1

  

               UNITED STATES BANKRUPTCY COURT

                SOUTHERN DISTRICT OF NEW YORK

  -----------------------------------x

  In Re: Case No:

  RESIDENTIAL CAPITAL, LLC, et. al,      12-12020(MG)

                  Debtors.

  -----------------------------------x

  

  

         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 I   
 Pg 2 of 12



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

2

1   

2   

3   

4                      November 13, 2012

5                      9:43 a.m.

6   

7   

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   

12-12020-mg    Doc 2828-9    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit I   
 Pg 3 of 12



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

27

1                 TAMMY HAMZEPHOUR

2    the Minneapolis office.  Also my capital

3    markets partner, John Ruckdaschel, was

4    there, and Tim Devine from Ally.

5        Q.    How long did the meeting last?

6        A.    Three hours, maybe.  I don't

7    remember exactly.

8        Q.    Can you please describe for me,

9    in as much detail as you can remember,

10    what the discussion was?

11        A.    Ms. Patrick did most of the

12    talking in the beginning of meeting.  She

13    talked to us a bit about who her investor

14    clients were and their holdings that were

15    represented across the spectrum of our

16    securitization deals.  She indicated that

17    they believed they have claims against us

18    and against Ally.

19              We talked about some of the work

20    she had done in preparation for the

21    meeting, and she mentioned that she had

22    reviewed our prospectuses for the deals,

23    that she had reviewed loan and servicing

24    agreements, that she was familiar with the

25    structure and the language and the
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2    disclosures as across those deals, and

3    that she had created a matrix of rep and

4    warranty language, basically, among the

5    deals.

6              She spoke a little bit about her

7    pending settlement with Bank of America.

8              She mentioned that she had not

9    notified any of the trustees about the

10    meeting we were having, because we asked

11    if the trustees knew that she was there,

12    and she said no.

13              Talked about her theory of the

14    case.  She felt that she had claims, rep

15    and warranty breaches, also servicing

16    claims; and she felt that they had

17    extended both to GMAC Mortgage and RFC,

18    who were sponsors of different

19    securitizations in which her investors had

20    an interest.

21              And also that they viewed Ally,

22    likewise, as responsible.

23        Q.    Who said what on the ResCap and

24    Ally side, as best you can remember?

25              MR. RAINS:  Objection.  Vague
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2        A.    Yes.

3        Q.    Did you understand what

4    Mr. Devine was referring to by "clarity of

5    purpose or comprehensive third-party

6    releases"?

7        A.    Yes.

8        Q.    What was your understanding?

9        A.    That third-party releases would

10    be required, in order to achieve a

11    substantial contribution from AFI.

12        Q.    And Mr. Devine had made that

13    clear to you, had he not?

14        A.    It was clear to everyone

15    internally, in the context of the

16    discussions that were beginning to take

17    shape at this, in this time frame.

18        Q.    So as far as you were concerned,

19    or I should say as far as you knew, there

20    would be no contribution from AFI without

21    third-party releases to AFI; is that

22    correct?

23              MR. RAINS:  Objection.

24        Misstates her testimony.

25        A.    No, that's not what I said.
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2    There may be a contribution, but a

3    substantial contribution would need

4    comprehensive third-party releases.

5        Q.    Okay.  Did you speak with

6    Mr. Devine and Mr. Lee at or about

7    11:00 a.m. that morning?

8        A.    I don't remember.

9        Q.    Do you recall whenever the

10    meeting occurred or -- well, let me ask

11    you this:  Was there a conversation

12    following up on this e-mail chain?

13        A.    I'm sure there were -- there

14    were many conversations taking place

15    around this topic.  So I don't know if

16    this one happened at 11:00 a.m. or not.

17        Q.    Okay.  When you received

18    Mr. Devine's April 17th e-mail, the one

19    sent at 9:57 a.m., did you express then or

20    thereafter any disagreement with

21    Mr. Devine's recommendation as to how to

22    deal with Ms. Patrick?

23        A.    I don't remember if I did.

24        Q.    You don't remember one way or

25    the other?
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2        A.    No.

3        Q.    You weren't coordinating that,

4    were you?

5        A.    No.  Gary Lee was coordinating

6    that.

7        Q.    Who was the one who was

8    communicating with Ms. Patrick about the

9    status of the documents?

10              MR. RAINS:  Objection.  Assumes

11        facts not in evidence.

12        Q.    To your knowledge?

13        A.    Gary was communicating with her

14    and Tim as well.  I assume K&E was

15    involved for Ally.

16        Q.    Okay.  Was Mr. Devine

17    coordinating the negotiations with

18    Ms. Patrick concerning the amount of the

19    allowed claims she would get in a

20    settlement?

21        A.    No.  He participated in those

22    discussions.

23        Q.    What was your participation in

24    that discussion?

25        A.    I was present for some of the
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2    discussions, not all of them, as they

3    shaped up over a week or two of

4    negotiations.  I was aware, I was kept

5    informed by Gary of what was going on and

6    the developments as they were happening.

7        Q.    So if I understand you

8    correctly, the people who were

9    communicating with Ms. Patrick over the

10    amount of the allowed claim would have

11    been Mr. Devine and Mr. Lee?

12        A.    And Mark Renzi and Jeff

13    Cancelliere and other folks who were in

14    the meetings where these things were being

15    discussed.

16        Q.    Okay.

17              MR. KAUFMAN:  Let's mark as the

18        next exhibit an e-mail chain on May 7,

19        2012.  Bates numbers RC 9019_00049157

20        through 59.

21              (9019 Exhibit 85, e-mail chain

22        dated May 7, 2012, Bates RC

23        9019_00049157 through 59, marked for

24        identification, as of this date.)

25        Q.    Please take however long you
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2    20 percent of their allowed claim to

3    ResCap LLC.  This provision was added to

4    protect the investors in the event that a

5    larger than expected portion of the Ally

6    settlement proceeds is allocated to ResCap

7    LLC based on alter ego type claims (as

8    opposed to RFC and GMACM as we

9    anticipate)."

10              Do you see that?

11        A.    Yes.

12        Q.    That was a description of the

13    so-called Holdco election, wasn't it?

14        A.    Yes.

15        Q.    Was ResCap's board of directors

16    asked to consider and approve that

17    amendment to the RMBS trust settlement

18    agreement?

19        A.    I don't remember that there

20    were.

21        Q.    Weren't you the one who approved

22    that?

23        A.    I approved it -- I signed it

24    after discussing with counsel and

25    Mr. Marano.
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2        Q.    Who authorized you to sign it?

3        A.    I don't think anyone gave a

4    specific direction to sign it.

5              MR. KAUFMAN:  Just take a few

6        minute break.

7              THE VIDEOGRAPHER:  The time is

8        11:36 a.m. and we are off the record.

9              (Whereupon, there is a recess in

10        the proceedings.)

11              THE VIDEOGRAPHER:  The time is

12        11:55 a.m. and we are back on the

13        record.

14        Q.    Ms. Hamzephour, I just have a

15    couple of questions more.

16        A.    Sure.

17        Q.    I understand that you may have

18    had one or two telephone calls with

19    Ms. Patrick in or around November of 2011

20    in connection with the first meeting with

21    her in Minneapolis.  Did you have any

22    telephone calls with her in 2012?

23        A.    Not one-on-one that I remember.

24        Q.    You have been identified as the

25    debtors -- one of the debtors fact
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2        Q.    Do you recall -- withdrawn.

3              In reviewing the settlement

4    agreement and section 6.04, did you make

5    any assessment of whether or not the legal

6    fees provided for for the Steering

7    Committee counsel were reasonable?

8        A.    No.  I didn't -- I didn't

9    determine it one way or the other.

10        Q.    You didn't do it at all?

11        A.    No.  I mean I didn't -- I didn't

12    consider an analysis of whether I thought

13    they were reasonable fees.

14        Q.    Do you think that was an

15    important thing to do?

16        A.    No.

17        Q.    Why not?

18        A.    They weren't -- they weren't

19    fees that the debtors were paying.  So I'm

20    not sure why I would set the fees for

21    these investors between themselves and

22    their lawyer.

23        Q.    Right.  But you testified

24    earlier that the fees that they received

25    were going to come out of the allowed
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2           MR. BRYAN:  You know that

3     production of a document has nothing

4     to do with where to draw the line on

5     attorney-client communications.

6     Mr. Devine is not going to disclose

7     his communications with his clients

8     and the legal advice he provided.

9           MR. KAUFMAN:  Okay.

10     Q.    In any event, you said the first

11 step was to get confirmation of

12 Ms. Patrick's representation, right?

13     A.    That's what the e-mail reflects.

14     Q.    And you were the one who was

15 coordinating that effort; is that correct?

16           MR. BRYAN:  Objection to form.

17     A.    I had been asked to interface

18 with Kathy Patrick.

19     Q.    And did you follow up and

20 request that information from Ms. Patrick?

21     A.    I don't remember doing so but I

22 presume that I did.  It looks here that

23 Tammy asked me to do that and I was doing

24 that.

25     Q.    Do you have some specific
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2 require releases both from the R&W

3 claimants as well as from ResCap?

4           MR. BRYAN:  Object to form.

5     A.    So if -- if I understand your

6 question, what I communicated to Kathy

7 Patrick was that in connection with the

8 settlement agreement she was trying to

9 reach with the debtor, for which she

10 sought Ally's support and assurance that

11 Ally wouldn't object to it, Ally would

12 seek a release -- Ally would seek the

13 support of her clients of the plan that

14 was being negotiated between ResCap and

15 Ally at the time.

16     Q.    And that plan would include

17 releases both from third-party claimants

18 such as her clients and ResCap, right?

19     A.    The plan being negotiated

20 between ResCap and Ally?

21     Q.    Yes.

22     A.    The plan being negotiated

23 between ResCap and Ally would include a

24 debtor release as well as a provision for

25 third-party nonconsensual releases, that's
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2 settlement?

3     A.    I don't remember as of May 4th.

4     Q.    Okay.

5     A.    The days -- it's going to be

6 very difficult for me to remember the

7 particular days.  Those conversations were

8 very concentrated during that time.

9     Q.    Well, the amount of AFI's

10 contribution towards this settlement was

11 important to AFI, wasn't it?

12     A.    Toward the -- toward the ResCap

13 settlement?

14     Q.    In this settlement.

15     A.    Well, we weren't -- we weren't

16 contributing to this settlement.

17     Q.    Yeah, okay.  I guess technically

18 that may have been true, Mr. Devine, but

19 you certainly understood as both

20 negotiations were proceeding that the

21 money, whatever it might be, that AFI was

22 going to settle with ResCap for was going

23 to wind up in a settlement with

24 Ms. Patrick, right?

25           MR. PRINCI:  Objection as to
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2     form.

3           MR. BRYAN:  Same objection.

4     A.    What -- I certainly understood

5 that Kathy Patrick was negotiating with

6 ResCap for an allowed claim which would

7 govern or -- govern in part or would

8 potentially go toward resolution of the

9 eventual disbursement to her clients and

10 the class that are clients were in in the

11 estate.  And that obviously the quantum of

12 the recovery of the estate, from whatever

13 source, was very interesting to her and

14 her clients.

15     Q.    And the amount that AFI would be

16 paying for the releases from ResCap and

17 third parties was important to AFI, was it

18 not?

19     A.    Yes.

20           MR. BRYAN:  Object to the form.

21     Q.    Okay.

22           MR. KAUFMAN:  Why don't we take

23     a lunch break now.  It's 1:30.

24           MR. BRYAN:  What time do you

25     want to reconvene?
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2 for PLS rep and warrants at about 4

3 billion when you add and subtract for

4 other contingencies and whether or not we

5 create any securities law/disclosure

6 exposure if we stipulate to a claim by KP

7 at 10, meaning 10 billion.

8     Q.    And on that issue you wrote,

9 "Need an answer as to whether

10 stipulated allowed claim creates

11 securities/SEC/disclosure risk for us on

12 these facts and if yes, how much risk

13 really in comparison to the risk that will

14 blow the chance to get third-party

15 releases," right, that's what you said?

16     A.    Are you asking me what the

17 e-mail says?

18     Q.    Did I just read that correctly?

19     A.    You read that correctly.

20     Q.    Okay.  And you were weighing the

21 relative risks to AFI of facing securities

22 law violations based on what AFI had said

23 in its 10-Q or blowing AFI's chances of

24 getting third-party releases as part of a

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

3     The document speaks for itself.

4     Q.    Those are the two risks you were

5 weighing, securities law violation

6 exposure or blowing chance to get

7 third-party releases as part of the Kathy

8 Patrick settlement?

9           MR. BRYAN:  Objection to form.

10     A.    It's really a false comparison.

11 They answer two different questions.

12     Q.    I'm just asking you whether that

13 was what you were asking Mr. Cieri and

14 Mr. Lee.  You needed an answer as to the

15 relative risks on the one hand of exposure

16 to the SEC or the investing public and on

17 the other hand blowing chance to get

18 third-party releases?

19     A.    No.

20           MR. BRYAN:  Objection to form.

21           MR. PRINCI:  Objection as to

22     form.  Asked and answered.

23     A.    No.  What -- at that time and at

24 every moment from then to and through

25 today I have been confident that there is
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2 no risk of a securities claw -- securities

3 law/SEC disclosure risk and that there was

4 no such risk.  The securities disclosures

5 had been made appropriately, according to

6 all the appropriate processes, and were

7 then and are now in my view accurate and

8 fully compliant with all the law and

9 regulations.  The question was not whether

10 there was any defect, legal or otherwise,

11 in connection with AFI's consolidated

12 disclosures from a securities/SEC

13 disclosure or any other risk, those are --

14 those were accurate and appropriate and

15 lawful at the time and they stand the same

16 today.

17           The question to these people was

18 not with regard to what had already taken

19 place, because I had no doubt and do not

20 have any doubt today as to the lawfulness

21 of those 10-Qs, it was whether or not in

22 undertaking to resolve a disputed claim in

23 a compromise setting, whether there was

24 any potential exposure to that settlement

25 or whether that settlement created any
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2     Q.    Did the information

3 Mr. Cancelliere gave to you in this e-mail

4 make you comfortable with an allowed claim

5 at $8.7 billion?

6           MR. BRYAN:  Object to form.

7     A.    What do you mean by comfortable?

8     Q.    Willing to go along with it.

9     A.    All right.  So with that

10 understanding in terms -- willing to go

11 along with it in the context of the

12 negotiation of a settlement by ResCap of

13 an allowed claim based on that number?

14     Q.    Yes.

15     A.    I'm not sure as of 5/9/2012 at

16 that time whether I was comfortable with

17 it or not.  Because it was only one term

18 in a very complicated series of

19 transactions.  And it would have been

20 within that much, much larger context as

21 to whether or not I would have advised the

22 client or not that that was a comfortable

23 number.

24     Q.    Were you representing ResCap on

25 May 9th, 2012?
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2     A.    In connection with the

3 resolution with Kathy Patrick, no.

4     Q.    Were you -- okay.  So what you

5 just said is incorrect, right?  It had

6 nothing to do with your advising the

7 client on that number.  I'm asking you

8 whether you were comfortable as Ally's

9 lawyer with an $8.7 billion number based

10 on the information Mr. Cancelliere gave to

11 you in his May 9th e-mail?

12           MR. PRINCI:  Objection as to

13     form.

14           MR. BRYAN:  Objection as to

15     form.

16     A.    That's how I understood your

17 question.

18     Q.    Right, okay.  So that was the

19 client, AFI?

20     A.    Correct.

21     Q.    Okay.  Do you recall one way or

22 another whether an $8.7 billion allowed

23 claim had been agreed to as of May 9th,

24 2012, at 7:17 a.m.?

25     A.    Do I recall that right now
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2 of the conversation, at least from my

3 perspective in the deal.

4     Q.    Mr. Devine, given what you have

5 claimed is your limited expertise, why

6 were you injecting yourself into the

7 discussion on these matters?  Why didn't

8 you just let Mr. Schrock and Mr. Lee hash

9 it out?

10           MR. BRYAN:  Objection as to

11     form.

12     A.    I was driving a deal to

13 conclusion.

14     Q.    What deal?

15     A.    The deal that is represented in

16 gross by the resolution between the ResCap

17 estate and the RMBS claimants, both the

18 Kathy Patrick and Talcott Franklin in the

19 one sense and also the tripartite

20 agreement between Ally, the ResCap

21 entities and the claimants.  And I thought

22 it was a good deal and I still to this day

23 think it's a good deal.  And I saw that to

24 my mind anyway the essential elements of a

25 deal had been worked out that were
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2 their claims?

3           MR. BRYAN:  Object to form.  I

4     knew -- I certainly knew that the

5     monolines were not a signatory party

6     to the settlement.  But it was my

7     understanding that the claims that

8     they would or could enunciate in

9     connection with the securities subject

10     of the settlement would be included

11     within the scope of the allowed claim.

12     Q.    You said, "And we can define

13 securities claims narrowly."  What do you

14 mean by that?

15     A.    What I meant by securities

16 claims was claims brought by securities

17 holders on traditional federal securities

18 law or state blue sky or the closely

19 Allied state common law fraud claims that

20 would be characterized typically as a

21 securities based claim.

22     Q.    A bit further down in your

23 e-mail you said "The circle is squared at

24 the plan.  KP can only get us the

25 everything but securities settlement
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2 release because that is the full extent of

3 her representation.  She has been clear

4 about that.  Same as in her" BofA -- "B of

5 New York Mellon work, etc."

6           Do you see that?

7     A.    Yes, I do see that.

8     Q.    And then you said "But notice,

9 though her clients don't release

10 securities claims, they sign plan support

11 agreements and the plan includes very

12 simple comprehensive releases, which of

13 course include third-party release of all

14 claims which of course includes securities

15 claims.  Presto.  So while she can't

16 represent parties in giving up their

17 securities claims, clients face a choice,

18 either sign up with the settlement to make

19 sure your trust receives monies under the

20 waterfall in which case you need to sign

21 the plan support agreement and support the

22 plan.  And the plan wipes out all their

23 claims of any sort.  This is the beauty of

24 it."

25           Do you see that?
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2     A.    I see that.

3     Q.    So you were explaining how

4 execution of the plan support agreement

5 achieved releases of securities claims

6 even if the settlement agreement itself

7 did not, correct?

8     A.    What I was explaining is that in

9 signing up for the settlement agreement

10 between ResCap and -- with ResCap those

11 parties were committing to sign a plan

12 support agreement simultaneously, which to

13 my understanding represented their

14 valuation of the securities claims they

15 were giving up and therefore they were

16 supporting a plan which would include

17 release of securities claims against the

18 debtor and release of securities claims,

19 such as they might be, against Ally

20 Financial.

21     Q.    And you thought that was pretty

22 clever, didn't you?

23           MR. BRYAN:  Object to form.

24           MR. PRINCI:  Objection as to

25     form.
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2     A.    Well, I sent an e-mail to Gary

3 Lee, Jamie Levitt, Noah Ornstein and John

4 Ruckdaschel, cc'd Cieri and Schrock at

5 4:29.

6     Q.    Right.  And you sent that e-mail

7 in response to Mr. Lee's e-mail at 4:26 on

8 May 12th, didn't you?

9     A.    Yeah, I'm not sure if it's in

10 response but I did send him an e-mail a

11 couple minutes later.

12     Q.    And you wrote, "Got it.  Had

13 call with KP.  We told her PSA support

14 whole hog is drop dead."  That's what you

15 wrote, right?

16     A.    That's what I wrote.

17     Q.    And is that what you told

18 Ms. Patrick?

19     A.    I don't remember if I told her

20 whole hog but if I read this sitting here

21 now, it looks like I was communicating to

22 that group that I told her that she had to

23 support the PSAs in full.  And that that

24 was a provision that Ally would insist on

25 to the extent Ally could insist on
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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 I did.  Again, I'm

25 not sure of the timing but it looks like I
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THE COURT: The same thing. You know, that's not the 

same thing as saying he saw the document. 

MR. MALONEY: No, he may have seen the documents, but, 

Your Honor, it goes to the same question as -- 

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

Maloney. 

MR. MALONEY: Right, and I apologize. But let me cut 

back to why I stood up besides pointing out we got zero 

documents. It's the same story of self-selection by Mr. Mack 

of what was relevant, as best I can tell from the meet and 

confer, rather than the lawyer looking to prove his documents. 

And Rule 26, lawyers have to certify that the production is 

reasonable. You can't do this. 

MR. PRINCI: Your Honor, we'd be happy to continue to 

speak to the debtors' counsel about this. If it requires 

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

standard, but if it requires briefing we'll brief the issue for 

the Court. I'd like my partner Mr. Rains though to address the 

specific allegations about our document production not being 

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

Court on that please? 

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

Honor, I apologize for finding myself stuck on the West Coast 

today. Just a couple of quick points. I'm not sure I captured 

every criticism, but let me hit the highlights if I can. 
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First, the April 1 cut-off is a date range that we 

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

reason that our review of the documents shows that the 

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

that the creditors' committee has. So, based on our review of 

documents and our confirmation that the negotiations began in 

April we began our searches on April 1st. 

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

well, let me back up. There are two ways to collect emails for 

some groups of people including the people at my law firm. We 

went to our IT department and actually collected all e-mails in 

their mailboxes, and as to those people we applied search 

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

were largely e-mail addresses and domain names, which, as the 

Court can imagine, are much more inclusive than subject matter 

search terms. We searched for all communications to anyone who 

could have been involved in the settlement process. That is 

the search that we ran, adding search terms on subject matter 

to that would produce subsets, but subsets are the documents 

we've already produced. 

As to other people such as consultants, FTI and 

Centerview, in particular, we did begin by interviewing them 

and asking them where they stored documents relevant to the 

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

many activities for the debtor, most of which have nothing to 
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2   made by the seller.  They are passed to

3   the depositor and then passed to the -- to

4   the trust.  So one of the -- if somebody

5   sends you a loan and says you need to

6   repurchase this loan because, because it

7   defaulted, the first response would be,

8   well, what representation or warranty are

9   you suggesting that this loan breaches.

10   Because you would not, you would not

11   repurchase a loan that doesn't -- that

12   doesn't breach a rep or warranty.  So that

13   would be, you know, that would be an

14   example of the document based discussion.

15       Q.    Is that a defense that it didn't

16   breach a representation or warranty?

17       A.    If the person who is throwing

18   the loan over the fence saying, you know,

19   buy this loan back cannot point to a

20   representation or warranty that's been

21   breached, the depositor and the sponsor

22   actually cannot repurchase the loan.  It

23   does not trigger the repurchase

24   obligation.

25       Q.    And this is even if the loan has
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2   defaulted?

3       A.    Even if the loan has defaulted.

4   There's not -- there's not a guarantee put

5   on the transaction.

6       Q.    What other defenses did you

7   raise?

8       A.    So another example of -- and

9   this won't come as a surprise to any of

10   the securitization folks, there's the

11   concept of loss causation.  That even if,

12   even if you say a plaintiff or just a

13   counterparty says here's a loan, you need

14   to buy it back, it has defaulted, you

15   know, because it has breached the

16   representation or warranty and the breach

17   in question has nothing to do with the

18   default, the argument is that, well, the

19   loss in question was not caused by the

20   default, it was caused because the

21   borrower, you know, lost his job, you

22   know, got sick.  Those sorts of things.

23       Q.    And in that situation you

24   wouldn't repurchase the loan?

25       A.    The -- the argument is that no,
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2   we would not.  The sponsor and depositor

3   would not have to repurchase the loan

4   under those circumstances because the

5   breach in question did not cause the loss.

6       Q.    In your time at ResCap, are you

7   aware if ResCap did repurchase some loans

8   under this rule or did they refuse to

9   purchase loans which didn't show loss

10   causations while you were there?

11       A.    I don't have, you know, personal

12   knowledge of that.  But my understanding

13   is that, you know, we have a repurchase

14   group and the repurchase group would not

15   repurchase a loan where the -- the loss

16   was not caused by a breach of a

17   representation or warranty.  You know, the

18   classic example is there's supposed to be

19   some document in the file.  You can't find

20   the document.  But the borrower has --

21   has defaulted because they lost their job.

22   Well, a missing document has nothing to do

23   with the default in question.

24       Q.    And you weren't the person in

25   charge of putting numbers to any of these
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2       A.    The --

3             MR. RAINS:  Wait for a question.

4             THE WITNESS:  Okay.  Sorry.

5       Q.    Did you understand Mr. Devine in

6   that conversation to be representing Ally

7   or ResCap?

8       A.    As I said earlier, my

9   understanding is that in the RMBS

10   settlement discussions that Tim was

11   representing Ally.

12       Q.    Do you recall Mr. Devine's

13   response to your indemnification issue

14   that you raised?

15       A.    I don't -- I don't recall the

16   specifics.

17       Q.    Do you recall if he agreed or

18   disagreed?

19       A.    I think he -- I think he agreed

20   with me that it was -- it was a good idea

21   but as I recall I think it wasn't

22   something that we were -- that the parties

23   wanted to, you know, have the deal fall

24   apart just on a trustee indemnity issue.

25       Q.    So it wasn't drop dead for the
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Cc: 	Nashelsky, Larren M.; 'william.nolan@FTIConsulting.com ' 
Subject: 	RE: KP 

From: Devine, Timothy 

Sent: Monday, May 07, 2012 10:14 PM 

To: 'mark.renzi@FrIConsulting.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 
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Cc: 'LNashelsky@mofo.com'; 'william.nolan@FTIConsulting.mmfi d en tiai 

Subject: Re: KP 

From: Renzi, Mark <marksenzi@FT1Consulting.com > 

To: glee@mofo.com  <glee@mofo.com >; Devine, limothy; 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@FT1Consulting.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@grnacrescap.com  

<Tammy.Hamzehpour@gmacrescap.com >; rcieri@kirkland.com  <rcieri@kirkland.com >; rschrock@kirkland.com  

<rschrock@kirkland.com >; jeff.cancelliere@gmacrescap.com  <jeff.cancelliere@gmacrescap.com >; Renzi, Mark; 

Williarrahompson@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 
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F. 212.468.7900 
	

Confidential 

glee@inofo.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://www.mofo.com/Circu1ar230/  

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-mail or any attachment is prohibtted. 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 system. Thank you for your cooperation. 

crylficl.st 
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Outlook E-mail 

From: 	Levitt, Jamie A. 
Sent: 	5/10/2012 7:02:56 AM 
To: 	TImothy.Devine@ally,com'; Lee, Gary S.; I rcieri@kirkland.com'; Nashelsky, Larren M.; 'nornstein@kirkland.com ' 
Cc: 	'William.b.Solornon@ally.com ' 
Subject: 	Re: RMBS Stipulated Claim 

I apologize, but with the lateness of the hour I believe I sent a confusing email, so I will clarify: 

1. First, we have NOT sent anything back yet to Ropes or KP re these revisions. They are for your review and further revision. 

2. Although we know we will have to eventually trade this point, based on the deal Gary discussed with KP, the agreement 
currently makes the $8.78 a cap, such that all claims including securities claims, come out of it. 

3. Once we reach agreement on the rest of the terms, we will eventually give on the point that KP's clients are not releasing 
securities claims, but for now we are going to put the full release back into the draft settlement agreement. In other words we will, 
for this turn state that all claims, including securities claims are released. 

Sorry if I created any confusion. 

Jamie 

From: Levitt, Jamie A. 
To: 'Timothy.Devine@ally.com ' ; Lee, Gary S.; 'rcieri@kirkland.com ' ; Nashelsky, Larren M.; 'nornstein@kirkland.com ' 
Cc: 'William.b.Solomon@ally.corn' 
Sent: Thu May 10 02:01:17 2012 
Subject: Re: RMBS Stipulated Claim 

Tim, 

Consistent with what you state below, we have accepted their revision to the release in the settlement agreement to exclude 
securities law claims. We are marking up the settlement agr and PSA based on our discussions tonight with Ropes and will 
circulate internally before sending back to them. 

Assume we should agree to the same change for Talcott when we talk to them tomorrow? 

Jamie 

From: Devine, Timothy 
To: Lee, Gary S.; rcieri@kirkland.com  ; Nashelsky, Larren M.; nornstein@kirkland.com  ; Levitt, Jamie A. 
Cc: Solomon, William Legal 
Sent: Thu May 10 01:55:08 2012 
Subject: RE: RMBS Stipulated Claim 

CONFIDENTIAL 

Folks: 

The KP settlement is for everything  except securities claims. And we can define securities claims narrowly. 

Is that what the language in the current/final draft settlement agreement reads? Remember, we talked about this in some detail. 

Please let me know what the main remaining arguments are and I will weigh in. I want to read the drafts before Ally agrees to 
them. 

The circle is squared at the Plan. KP can only get us the "everything-but-securities" settlement release because that is the full 
extent of her representation. She has been clear about that. Same as in her BoA/BoNYM work. Etc. 

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 r 	liclaims, which of course includes securities 

EXHIBIT 
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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. 

It is also the reason that FHFA/Freddie probably can't sign the settlement agreement They believe their securities law claims are 
worth something, even in the filing; and they are also hedging against the contingency that the Plan fails, in whjch case they 

would like to be able to get on with a lawsuit against Ally Financial Inc, on the $1 billion loss on Freddie's securities. 

Timothy A. Devine 
Chief Counsel - Litigation 
Ally Financial Inc. Legal Staff 
200 Renaissance Center 

M/C: 482-609-1311 
Detroit, MI 48265 
(313) 656-3477 

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

Sent: Wednesday, May 09, 2012 11:35 PM 
To: Devine, Timothy; rcierl@kirkland.com ; Nashelsky, Larren M.; nornstein@kirkland.com ; Levitt, Jamie A. 

Subject: Re: RMBS Stipulated Claim 

I'm around. 

Gary S. Lee 
Morrison 8, 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 

To: Lee, Gary S.; rcieri@kirkland.com  ; Nashelsky, Larren M.; nornstein@kirkland.com  

Sent: Wed May 09 23:26:53 2012 

Subject: RE: RMBS Stipulated Claim 
Can we pull a call together this evening? 

Would folks be available at 11:45? 

Tim 

Timothy A. Devine 
Chief Counsel - Litigation 
Ally Financial Inc. Legal Staff 

200 Renaissance Center 
M/C: 482-B09-B11 

Detroit, MI 48265 
(313) 656-3477 

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

Sent: Wednesday, May 09, 2012 11:17 PM 

To: rcieri@kirkland.com; Nashelsky, Larren M.; Devine, Timothy; nornsteln@kirkland.com  
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Subject: Fw: RMBS Stipulated Claim 

Fyi 

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: Lee, Gary S. 
To: 'Kathy D. Patrick' 
Sent: Wed May 09 23:08:24 2012 
Subject: RMBS Stipulated Claim 
Kath , the waterfall is attached. It is not et read for distribution be ond the two of us. 

That is clearly and materially better than where we 
were. 

There seems to be disagreement (based on our call with Ropes) on one fundamental point. So we are clear, I am writing it down 
so you and I can discuss. 

My understanding of our deal is that the $8.7bn number settles all claims arising from the sale and servicing of the RMBS. That's 
what I was agreeing to when I said "8.7 to be all deals wrapped and unwrapped as per all our waterfalls" in response to your 
email to me. The waterfall clearly delineates and separates pls and rw claims from all other unsecured claims (that's the purpose 
of the separate categories). The pls and rw lines cover all claims of any kind by that creditor class - we don't distinguish between 
servicing claims, contract breach claims, fraud claims or securities. These claims are - simply - claims arising from wrapped and 
unwrapped securitisations and nothing more. That's why I said everyone gets one claim full stop. 

So if your clients do not or can not release their securities claims through you, and we cannot defeat them entirely in the bk court, 
then they get a share in the $8.7bn. But either way, the $8.7bn is the number for wrapped and unwrapped deals. 

So when Ross tells me an unknown amount of securities claims comes on top of this I get spooked - because that renders a deal 
at $8.7bn illusory. And if you ask why I care - which is what Ross screamed at rne this evening - beyond the fact that this is the 
deal I sold to our board and thought we had, it (a) gives everyone an incentive to manage attacks by other claimants to get into 
the class or attempt to get a bigger share and (b) is consistent with the need to maintain recoveries for other constituents who are 
key to the success of the plan. 

Aside from my lack of interest in aggressive behavior from counsel, I like you don't expect to be re-traded. I remind you I said I 
would get you $8.7bn and that's what I did, Please call me after you have reviewed. There are some other smaller points that fall 
into this category and we can discuss those as well. 

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  
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From: Kathy D. Patrick [mailto:kpatrick@gibbsbruns.corn]  

Sent: Wednesday, May 09, 2012 8:52 PM 
To: Ross.Martin@ropesgray.com ; Lee, Gary S.; Wishnew, Jordan A.; Kathy D. Patrick 

Cc: Keith.Wofford@ropesgray.com ; Levitt, Jamie A.; David Sheeren 

Subject: Re: RMBS Stipulated Claim 

We do. David, what's the total holdings number (not just our holdings in deals where we have 25 per cent)? 

Kathy D. Patrick 

Gibbs & Bruns, L.L.P. 

From: Martin, D. Ross [mailto:Ross.Martin@ropesgray.com]  

Sent: Wednesday, May 09, 2012 04:57 PM 

To: 'Lee, Gary S.' <GLee@mofo.com >; WIshnew, Jordan A. <JWishnew@mofo.com >; Kathy D. Patrick 

Cc: Wofford, Keith H. <Kelth.Wofford@ropesgray.com >; Levitt, Jamie A. <JLevitt@mofo.com > 

Subject: RE: RMBS Stipulated Claim 

I think Kathy is in transit at the moment, but I do believe we have a number like that. 

0. Ross Martin 
ROPES & GRAY LLP 
T(BOS) +1 617 951 7266 I T(NY) +1 212 596 9177 I M +1 617 872 1574 I F +1 617 235 0454 

Prudential Tower, 800 Boylston Street 
Boston, NIA 02199-3600 	L 
ross martInftrooesaray.00m  

www.ropescirav.com   

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

Sent: Wednesday, May 09, 2012 5:56 PM 

To: Wlshnew, Jordan A.; kpatrick@gibbsbruns.com ; Martin, D. Ross 

Cc: Wofford, Keith H.; Levitt, Jamie A.; Lee, Gary S. 
Subject: Re: RMBS Stipulated Claim 

If possible we would like to say investors holding x dollars in aggregate. 

Gary S. Lee 
Morrison & Poerster LLP 
1290 Avenue of the Americas 
New York, NY 10104-0050 
T. 212.468.8042 
F. 212.468.7900 
glee(amofo.com  

----- Original Message -- 

Prom: Wishnew, Jordan A. 

To: 'kpatdekAgibbsbruns.cone <kpatrickftibbsbmns.corn>:  Toss.martin@xopesgray.com ' <ross.martin@ropesgrav.com >  

Cc: 'Keith.WoffordlOropesgray.com' <Keith.WoffordVmoesgnw,com>:  Levitt, Jamie A,: Lee. Gary S. 

Sent: Wed May 09 17:47:33 2012 

Subject: RE: RMBS Stipulated Claim 

Kathy: 

One question - in our documents, we want to note that the Debtors have come to terms with your clients as memorialized in a plan support 

agreement, We would propose to refer to your clients as "investors in residential mortgage-backed securities", but are open to arty other 

suggestions that you may have or prefer. 

The sentence would read, in part, "The debtors intend to implement a comprehensive reorganization by consummating the Asset Sales through 

a plan of reorganization consistent with the terms of a plan support agreement with ..41." 

We look forward to hearing from you. 
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Thank you. 

Regards, 

Jordan 

Jordan A. Wishnew 
jwishnew@mofo.com  
212-336-4328 

-----Original Message 	 
From: Lee, Gary S. 
Sent: Wednesday, May 09, 2012 4:28 PM 
To; kpauick@gibbsbruns,com'; 'ross.martin©ropesgray.corn' 
Cc: 'Keith.Wofford@ropesgray.com '; Levitt, Jamie A.; Wishnew, Jordan A.; Lee, Gary S. 
Subject: Re: RMBS Stipulated Claim 

Jordan, let Kathy and Ross know when we get a time. Kathy, we will want to talk about messaging and preparation for your remarks at the 
hearing. Pick a time saturday afternoon. 
-----Original Message 	 
From: Kathy D. Patrick 
To: Gary Lee 
To: Ross Martin 
To: Kathy D. Patrick 
Cc: Keith.Wofford@ronesgray.com  
Cc: Jamie A. Levitt 
Subject: Re: RIvff3S Stipulated Claim 
Sent: May 9, 2012 4:13 PM 

Before you do, who on your team will let us know time to show up for first day? Thanks. Kathy D. Patrick Gibbs & Bnms, L.L.P. From: Lee, 
Gary S. rmailto:GLee@mofo.coml  Sent: Wednesday, May 09, 2012 03:10 PM To; ross.mardnAronesgray.com  
<ross.martinaropesgray.com ; Kathy D. Patrick Cc; Neith.Woffordiaropesgrav.com  <Keith.Wofford@ropeszrav.com>, Levitt, Jamie A. 
<Thevittamofo.com> Subject: Re: RMBS Stipulated Claim Jamie and Tony Princi. I am slowly vanishing. 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; Martin, D. Ross To: Lee, Gary S.; kpatrick@gibbsbnms.com  Cc: Wofford, Keith H. Sent: Wed May 09 16:05:44 2012 Subject: RE: 
RMBS Stipulated Claim Obviously you've been tied up; just let us know when (and with whom) you want to discuss the Plan Support 
Agreement. 

D. Ross Martin ROPES & GRAY LLP T(BOS) +1 617 951 72661 T(NY) +1 212 596 9177 1M +1 617 872 1574 I F +1 617 235 0454 
Prudential Tower, 800 Boylston Street Boston, MA 02199-3600 ross.martin@ropesgray.com  www.ronesgrav.com  Circular 230 Disclosure 
(R&G): To ensure compliance with Treasury Department regulations, we inform you that any U.S. tax advice contained in this communication 
(including any attachments) was not intended or written to be used, and cannot be used, for the purpose of avoiding U.S. tax-related penalties 
or promoting, marketing or recommending to another party any tax-related matters addressed herein. 

This message 

Gary S. Lee 
Morrison & Foerster LLP 
1290 Avenue of the Americas 
New York, NY 10104-0050 
T. 212.468.8042 
F. 212.468.7900 
gleedlmofo.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://www.mofo.com/Circular230/  
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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. 

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. 

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. 
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ResCap 

To: 	Members of the Residential Capital, LLC Audit Committee: 

Jonathan Ilany 
John Mack 
Ted Smith 
Pam West 

cc: Steve Abreu 
Tom Marano 
Jim Whitlinger 

Residential Capital, LLC Audit Committee Meeting 

Tuesday, May 1, 2012, 12:00 — 2:00 pm (ET) 

Dial-in No.: 866-203-0920 / International No.: 206-445-0056 
Access Code: 53396-93036 

A telephonic meeting of the ResCap Audit Committee will be held Tuesday, May 1, 
2012, from 12:00 to 2:00 pm (ET). The purpose of the meeting is to review 2012 first 
quarter financial statements. An agenda and supporting materials are attached. 

All directors are invited to attend the meeting. Please let me know if you are unable to 
participate. Feel free to contact me by phone (313-656-6301) or email 
(cathy.ctuenneville@ally.com ) should you have any questions. Thank you. 

Cathy Quenneville 
Secretary 
4/30/12 

Attachments 

Additional cc: Ann Cummings 
Cathy Dondzila 
Tammy Hamzehpour 
Carol Larson 
David Lerner 
Jack Levy 

Jim Mackey 
Joe Moldovan 
Tom Robinson 
Bill Solomon 
Brad Stevenson 
Dan Tucci 

CONFIDENTIAL RC40022273 
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ResCap Audit Committee 

May 1, 2012 
12:00 — 2:00 pm (Eastern) 

AGENDA 

Start Time 

1. Update on R&W Obligations, Litigation and Related Matters (20 min) 12:00 pm 

Tim Devine and Todd Kushman 

2. Approval of 2012 First Quarter Private Financial Statements and (60 min) 12:20 pm 
Review of Related Accounting Matters 

Cathy Dondzila 

3. Deloitte Report on 2012 First Quarter Review (20 min) 1:20 pm 
Tom Robinson and Brad Stevenson 

4.  Executive Session: (20 min) 1:40 pm 

i. Management 

Deloitle 
iii. Audit Director 

ResCap Confidential 
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Audit Committee 

Supplemental Materials 

April 27, 2012 
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RESIDENTIAL CAPITAL, LLC 
Condensed Consolidated Financial Statements for the Periods Ended 

March 31, 2012 and 2011 
(Unaudited) 

CONFIDENTIAL 	 RC40022291 
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Condensed Consolidated Balance Sheet (unaudited) 
Residential Capital, LLC 

($ in thousands) March 31, 2012 December 31, 2011 

Assets 

Cash and cash equivalents 5652,704 $618,699 

Mortgage loans held-for-sale (546,419 and $56,976 fair value elected) 4,270,826 4,249,625 

Finance receivables and loans, net 

Consumer ($832,094 and $835,192 fair value elected) 996,559 1,022,730 

Commercial 41,145 38,017 

Allowance for loan losses (28,788) (28,616) 

Total finance receivables and loans, net 1,008,916 1,032,131 

Mortgage servicing rights 1,254,497 1,233,107 

Accounts receivable, net 3,157,256 3,051,748 

Other assets 5,331,372 6,628,152 

Total assets $15,675,571 $16,813,462 

Liabilities 

Borrowings 

Borrowings from parent and affiliate $1,409,873 $1,189,364 

Collateralized borrowings in securitization trusts ($828,418 and $829,940 fair 
value elected) 828,418 830,318 

Other bonowings 4,468,776 4,705,404 

Total borrowings 6,707,067 6,725,086 

Other li abilities 8,569,161 9,996,026 

Total liabilities 15,276,228 16,721,112 

Equity 

Member's interest 11,630,276 11,433,776 

Accumulated deficit (11,166,544) (11,279,560) 

Accumulated other comprehensive loss (64,389) (61,866) 

Total equity 399,343 92,350 

Total liabilities and equity $15,675,571 $16,813,462 

The assets of consolidated variable interest entities that can be used only to settle obligations of the consolidated variable interest 

entities and the liabilities of these entities for which creditors (or beneficial interest holders) did not have recourse to our general 

credit at March 31, 2012 and December 31, 2011, were as follows. 

($ in thousands) March 31, 2012 December 31, 2011 

Assets 

Mortgage loans held-for-sale $7,944 $8,658 

Finance receivables and loans, net 

Consumer (5832,094 and $835,192 fair value elected) 987,869 998,509 

Allowance for loan losses (8,732) (10,126) 

Total finance receivables and loans, net 979,137 988,383 

Accounts receivable, net 1,026,867 1,027,411 

Other assets 32,934 29,494 

Total assets 52,046,882 $2,053,946 

Liabilities 

Borrowings 

Collateralized borrowings in securi lization trusts ($828,418 and $829,940 Fair 
value elected) S828,418 $830,318 

Other borrowings 806,292 855,631 

Total borrowings 1,634,710 1,685,949 

Other liabilities 28,833 29,099 

Total liabilities $1,663,543 $1,715,048 

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements. 
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Condensed Consolidated Statement of Comprehensive Income (unaudited) 
Residential Capital, LLC 

Three months ended March 31, („S in ihonsand.$) 2012 2011 

Revenue 

Interest income $94,605 $110,240 

Interest expense 103,218 116,991 

Net financing revenue 0,613) (6,751) 

Other revenue 

Servicing fees 188,941 217,664 

Servicing asset valuation and hedge activities, net 115,316 48,911 
Total servicing income, net 304,257 266,575 

Gain on mortgage loans, net 106,493 35,200 
Cain (loss) on foreclosed real estate 4,488 (2,702) 

Other revenue, net 20,032 6,031 

Total other revenue 435,270 305,104 
Total net revenue 426,657 298,353 
Provision for loan losses (1,302) 5,632 
Noninterest expense 

Representation and warranty expense, net 19,459 26,000 
Compensation and benefits 103,233 81,676 

Professional fees 57,343 18,962 
Data processing and telecommunications 20,363 20,203 

Occupancy 7,115 5,633 
Advertisi ng 2,046 8,747 
Other noninterest expense, net 99,504 82,101 

Total noninterest expense 309,063 243,322 

Income before income taxes 118,896 49,399 
Income tax expense 5,880 8,946 
Net income $113,016 $40,453 

Other comprehensive income, net of tax (2,523) (2,397) 
Comprehensive income $110,493 $38,056 

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements. 
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Condensed Consolidated Statement of Changes in Equity (unaudited) 
Residential Capital, LLC 

(1 in thousands) 
Member's 
interest 

Accumulated 
deficit 

Accumulated 
other 

comprehensive 
income 

Total 
equity 

Balance at January 1, 2011 $11,324,371 ($10,434,497) ($43,710) $846,164 

Net income — 40,453 — 40,453 

Capital contribution — — — — 

Other comprehensive income, net of tax — — (2,397) (2,397) 

Balance at March 31, 2011 111324,371 ($10,394,044) ($46,107) $884,220 

Balance at January 1, 2012 $11,433,776 (111,279,560) ($61,866) $92,350 

Net income — 113,016 — 113,016 

Capital contribution 196,500 — — 196,500 

Other comprehensive income, net of tax — — (2,523) (2,523) 

Balance at March 31, 2012 111,630,276 (111,166,544) (164,389) $399,343 

The Notes to the Condensed Consolidated Financial Statements (unaud ed) are an integral part of these statements. 
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Condensed Consolidated Statement of Cash Flows (unaudited) 
Residential Capital, LLC 

Three months ended March 31, (3 in lhousands) 2012 2011 

Operating activities 

Net income $113,016 $40,453 

Reconciliation of net income to net cash (used in) provided by operating activities 

Depreciation and amortization 10,449 7,004 

Accretion of deferred concession on secured notes (25,921) (24,898) 

Provision for loan losses (1,302) 5,632 

Gain on mortgage loans, net (106,493) (35,200) 

Net (gain) loss on other assets (1,861) 3,345 

Change in fair value of mortgage servicing rights (10,817) (36,488) 

Originations and purchases of mortgage loans held-for-sale (10,908,385) (15,483,820) 

Proceeds from sales and repayments of mortgage loans held-for- sale 10,666,109 15,204,714 

Net change in 

Deferred income taxes 1,251 (2,004) 

Accounts receivable 244,337 250,806 

Other assets 1,112,423 1,170,188 

Other liabilities (1,336,152) (787,829) 

Net cash (used in) provided by operating activities (243,346) 311,903 

Investing activities 

Net (increase) decrease in commercial finance receivables and loans (497) 11,412 

Net decrease in consum er mortgage ti 'lance receivables and loans 77,133 187,378 

Net decrease in investments in real estate and other 3,085 

Proceeds from sales of foreclosed and owned real estate 22,890 44,363 

Other, nct 72,016 (9,072) 

Net cash provided by investing activities 171,542 237,166 

Financing activities 

Net increase (decrease) in borrowings front parent and affiliate 417,009 (187,146) 

Repayments of collateralized borrowings in securitization trusts (82,842) (140,203) 

Proceeds from other long-term borrowings 849,685 519,362 

Repayments of other long-term borrowings (923,285) (796,606) 

Net (decrease) increase in other short-term borrowings (165,464) 91,776 

Net cash provided by (used in) financing activities 95,103 (512,817) 

Effect of changes in foreign exchange rates on cash and cash equivalents 10,706 10,254 

Net increase in cash and cash equivalents 34,005 46,506 

Cash and cash equivalents at beginning of year 618,699 672,204 

Cash and cash equivalents at March 31, $652,704 $718,710 

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of them statements. 
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Condensed Consolidated Statement of Cash Flows (unaudited) 
Residential Capital, LLC 

Three months ended March 31, ($ in thousands) 2012 2011 

Supplemental disclosures 

Cash paid for 

Interest $38,443 $91,379 

Income taxes 18 17,642 

Non cash items 

Mortgage loans held—for—sale transferred to consumer finance receivables and loans 461 1,113 

Consumer fmance receivables and loans transferred to mortgage loans held—for—sale 40,407 53,688 

Consumer finance receivables and loans transferred to other assets 2,571 3,585 

Mortgage loans held for sale transferred to other assets 47,073 15,637 

Mortgage loans held—for—sale transferred to accounts receivable 349,436 214,932 

Mortgage servicing rights recognized upon thc transfer of financial assets 10,573 18,370 

Capital contributions through forgiveness of borrowings from Ally Inc. 196,500 — 

Other disclosures 

Proceeds from sales and repayments of consumer finance receivables and loans originally 
designated as mortgage loans held for sale 533,219 $41,929 

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

1. Description of Business, Basis of Presentation and Changes in Significant Accounting 
Policies 

Residential Capital, LLC (ResCap, we, our, or us) is a wholly owned subsidiary of GMAC Mortgage Group, LLC (GMAC 

Mortgage Group) which is a wholly owned subsidiary of Ally Financial Inc. (Ally Inc.). Our operations are principally conducted 

through our subsidiaries Residential Funding Company, LLC (RFC) and GMAC Mortgage, LLC (GMAC Mortgage). We broker, 

originate, purchase, sell, securitize, and service residential mortgage loans in the United States. We broker virtually all of the loan 

production from our origi nation channel s to our affil i ate, Al ly Bank. Virtually all of our purchases arc also executed with our affiliate, 
Ally Bank. Purchased loans are primarily agency eligible or government insured loans. Prime credit quality loans originated in 

conformity with the underwriting guidelines of Fannie Mae (formerly known as Federal National Mo rtgage Association) and Freddie 

IVIac (formerly known as Federal Home Loan Mortgage Corporation) are generally sold to one of these government-sponsored 

entities in the form of agency-sponsored securitizations. Prime credit quality loans originated in conformity with the underwriting 

guidelines of the Federal Housing Administration (FHA) and Department of Veterans Affairs (VA) are generally sold into 

securitizations guaranteed by the Government National Mortgage Association (Ginnie Mae with Fannie Mae and Freddie Mac, 
collectively, the GSEs). 

Ally Bank has recently undertaken actions that are expected to have a material adverse impact on our financial condition, results 

of operations and cash flows. These include the November 2011 decision to reduce its focus on its correspondent mortgage lending 

channel, and the decisions in April 201210 significantly reduce its government production, including FHA and VA loans, from its 
correspondent mortgage lending channel, to become a direct seller of eligible loans to Fannie Mac and Freddie Mac effective May 

1, 2012, and to terminate a number of its affiliate agreements with GMAC Mortgage effective April 30, 2012. We expect the level 

of mortgage loan purchases from Ally Bank to decline significantly in future periods. GMAC Mortgage will continue to purchase 
Ginnie Mae eligible loans from Ally Bank under the terms of an amended and restated master mortgage loan purchase and sale 

agreeinent executed in April 2012 effective May 1, 2012. Refer to Note 17 - Related Party Transactions for additional information. 

Our legacy business included non-conforming domestic and international residential mortgage loan originations, purchases, 

sales, and securi tization activities; our captive mortgage reinsurance portfolio; and our domestic and international commercial lending 
activities. The remaining legacy portfolios, which include limited international operations in Mexico, Canada and the United 

Kingdom, are being run-ofT, with periodic asset sales, workouts, or consideration and execution of other strategic disposition 

transactions to maximize our return. 

We did not make a $20.1 million semi-annual interest payment that was due on April 17, 2012, related to $473.0 million 

outstanding senior unsecured notes maturing in June 2013. The indenture for the senior unsecured notes 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. 

We have projected interest payments due in May 2012 of $136.5 Is -Union, including the $20.1 interest payment due on April 17, 
2012. We also have $2.0 billion of debt maturing in 2012, including our $158,0 million mortgage servicing rights secured funding 

facility, $131.2 million in euro-denominated notes and $1.4 billion in secured borrowings from Ally Inc, and its subsidiaries, all of 

which mature in May 2012. 

We have beets, and expect to continue to be, negatively impacted by exposure to representation and wananty obligations, 
adverse outcomes with respect to current or future litigation, fines, penalties or settlements related to our business activities and 

additional expenses to address regulatory requirements. We currently estimate that our reasonably possible losses related to litigation 

matters and potential repurchase obligations and related claims could be between $0.0 billion and $4.0 billion in excess of amounts 
recorded. See Note 16 — Contingencies and Other Risks for additional information. There can be no assurance that we will have 

the capital or liquidity sufficient to pay any significant portion of such estimated possible losses. 

We remain heavily dependent on Ally Inc. and affiliates for funding and capital support. While Ally Inc. agreed to extend the 

maturity date for certain of its facilities with us until May 14, 2012, there can be no assurance that they will continue any such 

support or that they will choose to execute any further strategic transactions with respect to us or that any transactions undertaken 

will be successful. Should Ally Inc. no longer continue to support our capital or limddity needs or should we be unable to successfully 
execute other initiatives, it would have a material adverse effect on our business, financial condition and results of operations. 

Consequently, there remains substantial doubt about our ability to continue as a going concern. If we do not receive the necessary 

support, we are determining whether it would be in the best interests of our creditors and other stakeholders to file for protection 

under the federal bankruptcy laws. 

A 11 of our credit facilities and certain other agreements contain covenants that require us to maintain consolidated tangible net 

worth of $250.0 million as of each month end. At December 31,2011, we were in default of this covenant, which was subsequently 

cured but it is possible derail] ts could occur in the future due to insufficient capital or liquidity. Failure to meet tins covenant is an 

event of default and may result in, amoung other things, an acceleration of the facility's maturity and/or may trigger an early 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, 1,,LC 

amortization event, under certain facilities. There are also cross default and cross acceleration provisions in our credit facilities, our 

junior secured debt and certain other agreements. A default under any one of these agreements can, through cross default and cross 

acceleration provisions create defaults in all of our other agreements. See Note 8 - Borrowings for additional information related 

to our financial covenants and counterparties remedies in im event of default. 

Our consolidated tangible net worth, as defined, as of March 31, 2012 was $399.3 million in compliance with our financial 

covenants. Our consolidated tangible net worth, as defined, as of December 31, 2011, was $92.4 million, which consti tuted an event 

of default under our credit facilities and certain other agreements. We obtained waivers or acknowledgMent letters from each of 

our I iqui d ity providers in connection with our credit facilities and eounterparties to agreements with financial covenants under which 

they agreed not to pursue their contractual remedies with respect to the default, These waivers were predicated, in part, on a January 

30, 2012 capital contribution in the amount of S196.5 million that we received front Ally Inc. We are in compliance with any 

conditions with respect to these waivers and acknowledgment letters. 

Consolidation and Basis of Presentation 

The accompanying Condensed Consolidated Financial Statements were prepared on a going concern basis, which contemplates 

the realization of assets and the satisfaction of liabilities in the normal course of business. The Condensed Consolidated Financial 

Statements include nur accounts and accounts of our majority-owned subsidiaries after eliminating all significant intercompany 

balances and transactions and include all variable interest entities (V1Es) in which wc arc the primary beneficiary. See Note 4 — 

Securitization and Variable Interest Entities for additional information. 

Our accounting and reporting policies conform to accounting principles generally accepted in the United States of America 

(GAAP). 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 results 

for the interim periods presented. All such adjustments are of a normal recurring nature. These unaudited Condensed Consolidated 

Financial Statements should be read in conjunction with the audited Consolidated Financial Statements (and the related notes) for 

the year ended December 31, 2011. 

We operate our international subsidiaries in a similar manner as we operate in the United States of America (U.S. or United 

States), subject to local laws or other circumstances that may cause us to modify our procedures accordingly. The financial statements 

of subsidiaries that operate outside of the United States are measured using the local currency as the functional currency. All assets 

and liabilities of foreign subsidiaries are translated into U.S. dollars using the period end exchange rates. The resulting translation 

adjustments are recorded in accumulated other comprehensive income, a component of equity. Income and expense items are 

translated at average exchange rates prevailing during the reporting period. 

Recently Adopted Accounting Standards 

Fair Va hi e Measurement - Amendments to Achieve Common Fair Value Measurement and Disclosure 

Requirements in U.S. GAAP and IFRS (ASU 2011-04) 

As of January 1, 2012, we adopted Accounting Standards Update (ASU) 2011-04, which amends ASC 820, Fair Value 

Measurements. The amendments in thisA SU clarify how to measure fair value and it contains new disclosure requirements to provide 

more transparency into Level 3 fair value measurements. It is intended to improve the comparability of fair value 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 itot have a material impact to our consolidated financial condition or results of operations. 

Recently Issued Accounting Standards 

Balance Sheet Disclosures about Offsetting Assets and Liabilities (ASU 2011-11) 

In December 2011, the Financial Assct Standards Board (FASB) issued A SU 2011-11, whielt amends ASC 210, Balance Sheet 

This ASU contains new disclosure requirements reg ardi ng the nature drill entity's rightsofsetoff 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 diselosures, adoption is not expected to have a material effect on our consolidated financial condition 

or results of operations. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

2. Mortgage Loans flekl-for-sale 

The composition of residential mortgage loans held-for-sale reported at carrying value, were as follows. 

a in thousands) 

March 31, 2012 December 31, 2011 

Domestic (a) (b) Foreign Total Domestic (a) (b) Foreign Total 

1st Mortgage 

1-Tome equity 

$3,523,013 

712,516 

$35,297 

- 

$3,558,310 

712,516 

$3,497,392 

740,222 

$12,011 

- 

$3,509,403 

740,222 

Total loans held-for-sale (c) $4,235,529 $35,297 $4,270,826 $4,237,614 $12,011 $4,249,625 

(a) Includes mortgage loans subject to conditional repurchase options of $2.3 billion and $2.3 billion sold to Ginnie Mae guaranteed securitizations 

and $99.3 million and S105.8 million sold to off-balance sheet private-label securitization trusts at March 31, 2012 and December 31, 2011, 

respectively. The corresponding liability is recorded in other liabilities. See Note 4 ---Securilivations and Variable hiterestEntities for additional 

informaiion. 

(b) Includes mortgage loans for which we have elected the fair value option of $46.4 mill ion and 557.0 million at March 31, 2012 and December 31, 

2011 respectively. See Note 13 - Fair Value for additional information. 

(e) The canying values are net of discounts of S320.4 million and $313.1 million, fair value adjustments of $(30.8) tnillion and $(28.0) million, 

lower of cost or fair value adjustments of $56.8 million and $60.2 million, and UPB write-downs of $1.4 billion and S1.5 billion at March 31, 

2012 and December 31, 2011, respectively. 

3. Finance Receivables and Loans, Net 

The composition of finance receivables and loans, net reported at carrying value before allowance for loan losses, were as 

follows. 

(S in thousands) 

March 31, 2012 December 31, 2011 

Domestic Foreign Total Domestic Foreign Total 

Consumer 

1st Mortgage $128,220 $251,423 $379,643 $130,024 $256,494 $386,518 

Home equity 616,916 616,916 636,212 -- 636,212 

Total consumer (a) (b) 745,136 251,423 996,559 766,236 256,494 1,022,730 

Commercial 

Commercial and industrial - 26,232 26,232 - 23,860 23,860 

Commercial real estate 14,913 14,913 - 14,157 14,157 

Total commercial 41,145 41,145 - 38,017 38,017 

Total finance receivables and loans $745,136 $292,568 $1,037,704 $766,236 $294.511 $1,060,747 

(a) 
	

Consumer mortgages include $832,1 million and $835.2 million at fair value as a result of fair value opt ion elections as of March 3 1, 2012 and 

December 31, 2011, respectively. See Note 13 - Fair Value for additional information. 

(I)) 
	

The gross carrying value is net of fair value adjnstments of $1.6 billion and $1.6 billion and UPB write-downs of $8.8 million and $8.0 million 

at March 31, 2012 and December 31, 2011, respectively. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

The following table presents an analysis of the activity in the allowance for loan losses on finance receivables and loans, net. 

2012 	 2011 

65 in thousands) 	 Consumer Commercial 	Total 	Consumer Commercial 	Total 

Allowance at January 1, 

Piovision for loan losses 

$13,638 

(548) 

$14,978 

(754) 

$28,616 

(1,302) 

$17,681 

447 

$25,129 

5,185 

$42,810 

5,632 

Charge-offs 

Domestic 

Foreign 

(1,123) 

116 

- 

1,327 

(1,123) 

1,443 

(2,212) 

(218) 

- 

(14,579) 

(2,212) 

(14,797) 

Total charge-offs (1,007) 1,327 320 (2,430) (14,579) (17,009) 

Recoveries 

Domestic 100 195 295 1,63 2_ 937 2,200 

Foreign - 859 859 781 781 

Total recoveries 100  1,054 1,154 1,263 1,718 2,981  

Not charge-offs (907) 2,381 1,474 (1,167) (12,861) (14,028) 

Allowance at March 3 I, $12,183 $16,605 $28,788 $16,961 $17,453 $34,414 

Allowance for loan losses 

Individually evaluated for $2,910 $16,605 $19,515 $3,838 $16,137 $19,975 

Collectively evaluated for $9,273 $- $9,273 $13,123 $1,316 $14,439 

Finance receivables and loans 

Individually evaluated for $8,018 $4 1,145 $49,163 $7,818 $88,972 $96,790 

Collectively evaluated for impairment $156,447 $- $156,447 $232,724 $3,279 $236,003 

The following table presents an analysis of our past due finance receivables and loans at gross carrying value. 

(53 in thousands) 
30-59 days 
past due 

60-89 days 
past due 

90 days 
or more 
past due 

Total 
past due Current Total 

March 31, 2012 

Consumer mortgage 

1st Mortgage $30,346 $13,857 $170,051 $214,254 $165,389 $379,643 

Home equity 11,122 5,208 10,813 27,143 589,773 616,916 

Total consumer 41,468 19,065 180,864 241,397 755,162 996,559 
Commercial 

Commercial and industrial 25,881 - 351 26,232 - 26,232 

Commercial real estate - - 14,913 14,913 - 14,913 

Total commercial 25,881 15,264 41,145 - 41,145 

Total $67,349 $19,065 $196,128 $282,542 $755,162 $1,037,704 

December 31, 2011 

Consumer mortgage 

1st Mortgage $29,730 $14,664 $158,255 8202,649 $183,869 $386,518 

Home equity 13,064 6,488 11,850 31,402 604,810 636,212 

Total consumer 42,794 21,152 170,105 234,051 788,679 1,022,730 

Co mmercial 

Commercial and industrial - - 322 322 23,538 23,860 

Commercial real estate - 1,736 12,212 13,948 209 14,157 

Total commercial -- 1,736 12,534 14,270 23,747 38,017 

Total $42,794 $22,888 $182,639 $248,321 $812,426 $1,060,747 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

The following table presents the gross carrying value of our finance receivables and loa»s in nonaccrual status. 

($ in thousands) March 31, 2012 Decembe r 31, 2011 

Consumer mortgage 
1st Mortgage $193,981 $199,702 
Home equity 30,329 36,651 

Total consumer 224,310 236,353 
Commercial 

Commercial and industrial 26,232 322 
Commercial real estate 14,913 12,212 

Total commercial 41,145 12,534 
Total $265,455 $248,887 

Management performs a quarterly analysis of its consumer and commercial finance receivable and loan portfolios using a range 
of credit quality indicators to assess the adequacy of the allowance based on historical and current trends. Based on our allowance 
methodology, our credit quality indicators for consumer mortgage loans are performing and nonperforming and for commercial 
mortgage finance receivables and loans are pass and criticized. 

The following table presents the credit quality indicators for our consumer mortgage loan portfolio at gross carrying value. 

	

March 31, 2012 	 December 31, 2011  
($  in thousands) 	 Performing Nonperforming 	Total 	Performing Nonperforming 	Total 
Consumer mortgage 

1st Mortgage $185,662 $193,981 $379,643 $186,816 $199,702 $386,518 
Home equity 586,587 30,329 616,916 599,561 36,651 636,212 

Total consumer mortgage $772,249 $224,310 $996,559 $786,377 $236,353 $1,022,730 

The following table presents the credit quality indicators for our commercial finance receivable and loan portfolio at gross 
carrying value. 

($ in thousands) 

March 31, 2012 December 31, 2011 
Pass Criticized (a) Total Pass 	Criticized (a) Total 

Commercial 
Commercial and industrial 
Commercial real estate 

$- 
- 

$26,232 
14,913 

$26,232 
14,913 

$- 
209 

$23,860 
13,948 

$23,860 
14,157 

Total commercial $- $41,145 $41,145 $209 $37,808 $38 017 , , 
(a) Includes loans classified as special mention, substandard, or doubtful. These classifications are based on regulatory definitions and generally 

represent loans in our portfolio that are of higher default risk. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

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 or if the loan has been modified under a troubled debt restructuring. 

The following table presents information about our impaired finance receivables and loans recorded at historical cost. 

($ in thousands) 

Unpaid 
principal 

balance (a) 

Carrying 
value before 

allowance 

Impaired 
with no 

allowance 

Impaired 
with an 

allowance 

Allowance 
for 

impaired 
loans 

March 31, 2012 

Consumer mortgage 

1st Mortgage S409 $409 $- $409 $103 

Home equity 7,609 7,609 160 7,450 2,807 

Total consumer 8,018 8,018 160 7,859 2,910 

Commercial 

Commercial and industrial 26,232 26,232 - 26,232 11,485 

Commercial mai estate 14,973 14,913 1,591 13,322 5,120 

Total commercial 41,205 41,145 1,591 39,554 16,605 

Total S49,223 $49,163 $1,751 $47,413 $19,515 

December 31, 2011 

Consumer mortgage 

1st Mortgage $436 $436 I- $436 $109 

Home equity 7,619 7,619 173 7,446 2,926 

Total consumer 8,055 8,055 173 7,882 3,035 

Commercial 

Commercial and industrial 322 322 322 202 

Commercial real estate 12,271 12,212 1,442 10,770 4,592 

Total commercial 12,593 12,534 1,442 11.092 4,794 

Total $20,648 $20,589 $1,615 $18,974 $7,829 

(a) Unpaid principal balance represents the contractual principal balance adjusted for UPB write-downs on transfem or charge offs in 

accordance with our policy. 

The following table presents information about our impaired finance receivables and loans excluding loans carried at fair value 
due to fair value option elections. 

Three months ended March 31, 
Of in thousands) 

2012 2011 

Consumer Commercial Total Consumer Commercial Total 

Average balance of impaired loans 

Interest income recognized on 
impaired loans 

$7,999 

$95 

S21,855 

S8 

S29,854 

$103 

$7,395 

$90 

$102,497 

55,574 

$109,892 

$5,664 

At March 31, 2012 and December 31, 2011, there were no commercial commitments to lend additional funds to debtors owing 
receivables whose terms have been modified in a troubled debt restructuring, 

Troubled Debt Restructurings 

As part of our loss mitigation efforts and participation in certain govenunental programs (e.g., the Making Home Affordable 

Program), we may offer loan modifications to borrowers experiencing financial difficulties (TORs). Loan modifications can include 
any or all of the following; principal forgiveness, maturity extensions, delinquent interest capitalization, and changes to contractual 

interest rates. Modifications can be either temporary or permanent. Temporary loan modifications are generally used to monitor the 

borrower's ability to perform under the revised terms over a specified trial period; if the borrower performs, it may become a 

permanent loan modification. Total TDRs recorded at historical cost and reported at gross carrying value are $35.8 million and 

$33.6 million at March 31, 2012 and December 31, 2011, respectively. 
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The following table presents information related to finance receivables and loans recorded at historical cost modified in 

connection with a troubled debt restructuring during the period. 

Three months ended March 31, 2012 in thousands) 

Pre-modification Post-modification 
•Number of 	gross cartying 	gross carrying 

Loans 	 value 	 value 

Consumer mortgage 

1st Mortgage 	 — 	 $— 	 S- 

Home equity 	 11 	 507 	 504 

Total consumer mortgage 	 11 	 5507 	 $504 

The following table presents information related to finance reeei vables and loans recorded at gross carrying value that redefaulted 

(180 days or more delinquent) on or before the one year anniversary of being modified. 

accordance with our charge-off policy. 

Number of 
Three months ended March 31, 2012 	in thousands) 	 Loans 

The charge-off amount is determined in 

Gross currying 	Charge-off 
value 	amount 

Consumer mortgage 

1st Mortgage — S— S- 

Horne equity 1 10 10 

Total consumer mortgage 1 S10 $10 

4. Securitizations and Variable Interest Entities 

Overview 

We are involved in several types of securitization and financing transactions that utilize special-purpose entities (SPEs). A 

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 

by securitizing certain of our financial assets. 

The SPEs involved in securitization and other financing transactions are generally considered variable interest entities (VIEs). 

V1Es are entities that have either a total equity investment that ia 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 consumer mortgage loan products to a diverse customer base. We often securitize these loans 

through the use of securitization entities, which may or may not be consolidated on our Condensed Consolidated Balance Sheet. 

We securitize consumer mortgage loans through either the GSEs or private-label (nonagency) seeuritizations. For the periods 

presented, our consumer mortgage loans were securitized through the GSEs. 

In executing a seeuritizati on transaction, we 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 securi tiza ti on entity is funded through the issuance of beneficial interests in the secs ritized 

financial assets. The beneficial interests take the form of either notes or trust certificates that 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 seeuritized loans, In the aggregate, these beneficial interests have the same average life as the transferred financial assets. 

In addition to providing a source of liquidity and cost-efficient funding, securitizing these financial assets also reduces our credit 

exposure to the borrowers beyond any economic interest we may retain. We securitize conforming residential mortgage loans 

through OSE securitizations and we historically amid tized nonconforming mortgage loam through private-label securitizations. 

Each securitization is governed by various legal documents that limit and specify the activities of the securitizati on entity, The 

sccuritization entity is generally allowed to acquire the loans, to issue beneficial interests to investors to fund the acquisition of thc 

loans, and to 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 seeuri tization entity holds and the beneficial interests it issues. 

Servicing functions include, but are not limited to, making certain payments of properly taxes and insunince premiums, default and 

property maintenance payments, as well as advancing principal and interest payments before collecting them front individual 
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borrowers. Our servicing responsibilities, which constitute continued involvement in the- transferred financial assets, consist of 

primary servicing (i.e., servicing the underlying transferred financial assets) andior rnaster servicing (i.e., servicing the beneficial 

interests that result front the seeuritization transactions). Certain send tization 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. 

See Note 5 — Servicing Acti vi ties 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 secnritization 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 sccuritizati on entity, such as the servicer or the trustee. In certain private-label securitizati on transactions, aliquidity 

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 seen ri fixation entity. As noted above, in certain pri vate-label seettritizations, the servicer is required to advance 

scheduled principal and interest payments dne 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. A dditionally, certain 

private-label securilization 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. 

Vlie may retain beneficial interests in onr private-label securitizations, which may represent a form of siguillennt continuing 

economic interest. These retained interests include, but are not limited to, senior or subordinate mortgage- or 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 eash shortfalls. Additionally, the seeuritization 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-dri yen. 

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 remnining transferred 

financial assets or outstanding beneficial interests at our discretion once the asset pool maches a predefined level, which represents 

the point where servicing becomes burdensome (a elean-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 thc loan if i t exceeds a certain prespecified delinquency level. We have di scretion regarding 

when or if we will exercise these options, but generally, we would do so only when it is in our best interest, 

Other than our customary representation and warranty obligations, these securitizations are nonrecourse to us, thereby 

transferring the risk of fidure credit losses to the extent the beneficial interests in the securitization entities arc held by third parties. 

Representation and warranty provisions generally require us to repurchase loans or indemn4 the investor or other party fbr incurred 

losses to the extent it is determined that the loans were ineligible or were otherwise defective at the time of sale. See Note 16 — 

Contingencies and Other Risks for detail on representation and warranty provisions. We did not provide any noneontractual financial 

support to any of these entities during the three months ended March 31, 2012 and 2011. 

Other Variable Interest Entities 

Service,' Advance Funding Entity — To assist in the financing of our servi cer advance receivables, we formed a SPE that issues 

term notes and variable funding notes to third-party investors that are collateralized by servieer advance receivables. These servicer 

advance receivables arc 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 front the third-party investors and subordinated loans or an equity contrilmtion from us. This SPE is consolidated on our 

balance sheet at March 31, 2012 and December 3 I, 2011. The beneficial interest holder of this SPE does not have legal recourse 

to OW' general credit. We do not have a contraelual obligation to provide any type of financial support in the future, nor have we 

provided noncontractual financial support to the eraity during the three months ended March 31, 2012 and 2011. 
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Home Equity Funding Entity— To assist in the financing of certain of our home equity mortgage loans, we formed n SPE that 

issued variable funding notes to thi rd-party investors that are col I ateral ized by home equity loans and revolving li nes of eredit. This 

SPE is consolidated on our balance sheet at March 31, 2012 and December 31, 2011. The beneficial interest holder of this VIE 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 Marcia 31, 2012 

and 2011. 

Other — We have involvement with other immaterial on-balance sheet VIEs. Most of these VIEs are used for additional li qui dity 

whereby we sell certain financial assets to the VIE and lassie beneficial interests to third patties for cash. 

Involvement with Variable Interest Entities 

The determination of whether financial assets transferred by us to VIEs (and related li abili ties) are consolidated on oar 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 continuing involvement (i f any) with the SPE. We are deemed the primary beneficing 

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 interest (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. 

Our involvement with consolidated and nonconsolidated VIEs in which we hold a variable interest as of March 31, 2012 

and December 31, 2011, is presented below. 

(5 in thousands) 

Consolidated 

involvement 
with VIEs 

Assets of 

nonconsolklated 
VIEs, net (a) 

Maxim um 
exposure to loss in 

nonconsolidated 
VIEs (b) 

March 31, 2012 

Ott-balance sheet variable interest entities 

Private-label securitizations $933,317 1— 5— 

Servicer Advance Funding 960,480 — 

Home Equity Funding 150,607 — 

Other 2,478 — 

Off-balance sheet variable interest entities 

Ginnie Mae securitizations 2,664,512 (c) 43,317,031 43,317,031 

Private - label sec uritizati ons 132,455 (d) 4,193,506 4,193,506 

Total $4,843,849 $47,510,537 $47,510,537 

December 31, 2011 

On-balance sheet variable interest entities 

Private-label securitizations $939,159 $— $.--- 

Servieer Advance Funding 955,823 

Home Equity Funding 156,423 — 

Other 2,541 

Off-balance sheet variable interest entities 

Ginnie Mae securitizations 2,651,939 (c) 44,126,607 44,126,607 

Private-label securitizati ohs 140,709 (d) 4,408,206 4,408,206 

Total 54,846,594 $48,534,813 148,534,813 

(a) Asset values represent the current UPB of outstanding consumer mortgage 10111),S within the VIEs. 

(b) Milxi11111111 exposure to loss represents the current UPB of outstanding consumer mortgage loans based on our customary represe»tation and 

warranty provisions. Tbis measure is based on the unlikely event that all of the loans have underwriting defects or other defects that trigger a 

representation and warranty provision and the collateral supporting the loam are worthless. This required disclosure is not an indication of 

onr expected loss. 

(e) Includes $411.2 million and $377.8 million classified as mortgage servicing tights and $2.3 billion and S2.3 billion of mortgage 10/1113 held-

for-sale that are subject to conditional repurchase options at March 31,2012 and December 31,2011, respectively. The corresponding liability 

related to conditional repurchase option hums is recorded in other liabilities. 

(d) htelsdes $25.3 million and $26.5 million classified ns miter assets, $7.8 million and $8,4 nilhisu classified as mortgage servicing rights and 

$99.3 million and $105.8 million of mongago loans held-for-sale that are subject to conditional repurchase options at Ivlarch 31, 2012 and 

December 31, 2011, respectively. The corresponding liability related to conditional repurchase option loans is recorded in other liabilities. 
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On-balance Sheet Variableinterest Entities 
We engage in securilization and other financing transactions that do not qualify for off-balance sheet treatment. In these 

situations, we hold beneficial interests or other interests in the VIE, which represents a form of significant continuing economic 

interest. The interests held include, but fl re not limited to, senior or subordinate mortgage- or asset-backed securities, interest-only 

strips, principal-only strips, residuals, and servicing rights. Certain of these retained interests provide credit enhancement to the 

scowl tizati on entity as they may absorb credit losses or other cash shortfalls. Additionally, the securi tizati on 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 entities are consolidated, these retained interests and servicing 

rights are not recognized as separate assets on our Condensed Consolidated Balance Sheet. 

We consolidate certain of these entities because we have a controlling financial interest in the VIE, primarily due to our servicing 

activities, and because we hold a significant variable interest in the VIE. We are the primary beneficiary of certain private-label 

securitizati on entities for which we perform servicing activities and have retained a significant variable interest in the form of a 
beneficial interest In eases where we did not meet sale accounting under previous guidance, unless we have made modifications 

to the overall transaction, we do not tried sale accounting under current guidance as we are not permitted to revisit sale accounting 

guidelines under the current guidance. In cases where substantive modifications are made, we then reassess the transaction under 

the amended guidance based on the new circumstances. 

Consolidated VIEs 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 recourse to us, except for customary representation 

and warranty provisions or situations where we are the counterparty to certain derivative transactions involving the VIE. 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. See Note 13 —Fair Value for discussion of the assets and liabilities for which the fair 

value option has been elected. 

Off-balance Sheet Variable Interest Entities 
The nature, p urpose, and activities of nonconsolidated securitization entities are similar to thoseof our consolidated sees ri tization 

entities with the primary difference being the nature and extent of our continuing involvement, The cash flows from the assets of 

nonconsoli dated securitization entities generally are the sole source of payment on the securitization entities' liabili ties. The creditors 

of these securitization entities have no recourse to us with thc exception of market customary representation and warranty provisions 

as described in Note 16 -- Contingencies and Other Risks. 

Nonconsoli dated VIEs include entities for which we either do not hold significant variable interests or do not provide servicing 

or asset management fulictions for the finaneial assets held by the securitizatiomi entity. Additionally, to qualify for off-balance sheet 

treatment, transfers of financial assets must meet sale accounting conditions in ASC 860. Our residential mortgage loa n securitizations 

consist of GSE and private-label seenritizations. We are not the primary beneficiary of any GSE loan securilization transaction 

because wc do not have the power to direct the signift cant activities of such entities. Additionally, we do not consolidate certain 

private-label securitizations because we do not have a variable 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 seemitization entities, the transferred financial assets are replayed from our balance sheet provided the 

conditions tbr sale accounting are met. The tinancial assets obtained from the securitization are primarily reported as cash, servi cing 

ri ghts, or retained interests (if applicable). As an accounting policy election, we elected fair valne treatment for our MSR portfolio. 

Liabilities incurred as part of these securitization transactions, such as representation and warranty provisions, arc recorded at fair 

value at the time of sale and are reported as 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 d erecogni zed, and the liabilities 

recognized as part of the transaction. 

The following sununarizes the pretax gains and losses recognized on financial assets sold into nonconsolidated securitizahon 

and si rni I ar asset-backed 11 nancing entities. 

Three months ended March 31, a in thousands) 	 2012 	 2011  

Consumer inortgage• GSEs 	 $251,693 	($61,504) 

Total pretax pain (loss) 	 $251,693 	($61,504) 
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The following table summarizes cash flows received from and paid to securitizati on entities that are accounted for as a sale 

and in which we have a continuing involvement with the transferred assets (e.g., servicing) that were outstanding during the three 

months ended March 31, 2012 and 2011. This table contains information regarding cash flows received from and paid to 

nonconsolidated securitization entities that existed during each period. 

Three mmIths ended Morels 31, ($S in thousands) 

Consumer 
mortgage 

GSEs 	Private-Label 
2012 

Cash proceeds from transfers completed during the period $10,645,441 5— 

Cash flows received on retained interests in securitization entities — 3,747 
Servicing fees 117,166 43,182 
Purchases of previously transferred financial assets 

Representation and warranty obligations (19,005) (4,038) 
Other repurchases (579,948) (7,517) (a) 

Other cash flows 8,596 23,100 
Total net cash flows $10,172,250 $58,474 
2011 

Cash proceeds from transfers completed during thc period $15,153,060 $— 
Cash flows received on retained interests in securitization entities — 5,254 
Servicing fees 103,041 41,720 

Purchases of previously transferred financial assets 

Representation and warranty obligations (43,582) (14) 
Other repurchases 	. (554,409) 

Other cash flows 67,929 62,014 

Total net cash flows 514,726.039 $108,974 

(a) Includes repurchases in connection with clean up call options. 
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The following table represents on–balance sheet mortgage loans held–for–sale and consumer finance recei vable and loans, off-

balance sheet securitizations, and whole–loan sales where we have continuing involvement. The table presents information about 

delinquencies and net credit losses. See Note 5 --- Servicing Activities for further detail on total serviced assets. 

Total UPB 
Amount 60 days or more past 

due 
Net credit 

losses (recoveries) 

Three months ended 
March 31, 

(S in thousands) 
March 31, 

2012 
December 31, 

2011 
March 31, 

2012 
December 31, 

2011 2012 2011 

On–balance sheet loans 

Consumer mortgage 

held–for–sale 

Consumer mortgage 
• 	finance receivables 

and loans 

$4,678,850 (a) 

2,550,117 

$4,650,917 (a) 

2,623,763 

$3,004,991 (a) 

440,072 

$3,049,234 (a) 

422,017 

$2,374 

26,454 

$7,205 (b) 

37,634 

Total on–balance sheet 
loans 7,228,967 7,274,680 3,445,063 3,471,251 28,828 44,839 

Off–balance sheet 

sccuritizati on entities 

Consumer mortgage 

— GSEs (0) 

Consumer nmrtgage 
— nonagency 

124,446,063 

58,555,428 

131,751,844 

60,768,935 

7,155,304 

11,027,854 

7,675,811 

11,232,126 

ulm (c) 

749,429 

n/m (c) 

1,288,84 
2 

Total off–balance sheet 
securitization entities 183,001,491 192,520,779 18,183,158 18,907,937 749,429 

1,288,84 
2 

Whole-loan 

transactions (d) 16,628,200 17,516,446 2,080,368 2,209,088 133,919 188,971 

Total $206,858,658 $217,311,905 $23,708,589 $24,588,276 $912,176 81,522,6 

0/in – not meamna 

(a) Includes loans subject to conditional repurchase options of $2.3 billion and $2.3 billion guaranteed by Ginnie Mae, and $128.9 million and 

$131.8 million sold to certain nonagency mortgage securitization entities at March 31, 2012 and December 31, 2011, respectively. The 

corresponding liability is recorded in other liabilities. 

(b) We determined the amount previously disclosed related to net credit losses for the three months ended March 31, 2011, were misstated. 

Previously disclosed net credit losses were $37.3 million for on-balance sheet mortgage loans hold for sale. These amounts were correeted in 

the presentation above. Tho misstatement had no impact on our consolidated financial conditions or results of operations. 

(e) Anticipated credit losses are not meaningful due to the GSgs guarantees. 

(d) Whole-loan transactions are not part of a securitization transaction, but represent pools of consumer mortgage loans sold to investors. 

5. Servicing Activities 

Mortgage Servicing Rights 

The following table summarizes our activity related to MSRs. Although there are limited market transactions that am 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. 

(5 In thousands) 2012 2011 

Estimated fair value at January 1, $1,233,107 $1,991,586 

Additions recognized on sale of mortgage loans 10,573 18,370 

Subtractions front sales of servicing assets (139) 

Changes in fair value 

Due to changes in valuation inputs or assumptions used in the valuation model 86,909 120,806 

Other changes in fait value (76,083) (84,318) 

Estimated fair value at March 31, $1,254,497 $2,046,305 

Changes in Pair sal ue due to changes in valuation inputs or assumptions used in (lie valuation tnodels include all changes due 

lo a revaluation by a model or by a benehmarking exercise. Other changes in fair value primarily include the accretion of the present 
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value of the discount misted to forecasted cash flows and the economic run-off of the portfolio. 

The key economic assumptions and the sensitivity of the fair value of MSRs to immediate 10% and 20% adverse changes in 
those assumptions were as follows. 

(S in thousands) March 31, 2012 December 31, 2011 
Weighted average life (in years) 4.7 4.3 
Weighted average prepayment speed 15.1% 18.0% 
Impact on fair value of 10% adverse change S(111,808) 8(71,223) 
Impact on fair value of 20% adverse change (211,799) (135,292) 
Weighted average discount rate 10.8% 9,5% 
Impact on fair value of 10% adverse change S(24,107) $(25,396) 
Impact on fair value of 20% adverse change  (46,384) (48,913) 

, These sensitivities are hypothetical and should be considered 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 in another (e.g., increased market interest rates may 
result in lower mvpayments 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 instruments used to manage 

the interest rate and prepayment risks associated with these assets. Refer to Note 1- Description of Business and Significant 

Accounting Policies, in our 2011 Annual Report for additional information regarding our significant assumptions and valuation 
techniques uscd in the valuation of mortgage servicing rights. 

Risk-mitigation Activities 

The primary economic risk related to our MSR is interest rate risk and the resulting impact On prepayment speeds. A significant 
decli tie in interest rates could lead to higher than expected prepayments that could reduce the value of the M$Rs. We economically 

hedge the impact of this risk with boils derivative and nonderivative financial instruments. These instruments include interest rate 

swaps, caps and floors, options to purchase these items, futures and forward contrauts, ounstant monthly maturity (index trades), 

synthetic interest only and principal only securities and/or to-be-announced (TBAs) securities. The net fair value of derivative 
financial instruments used to mitigate this risk was 8(339.5) million and $(199.8) million at March 31, 2012 and December 31, 2011, 

respectively. See Note 14 — Derivative Instruments and IIedging Activities for additional information. 

The components of servicing valuation and hedge activities, net, were as follows. 

Three months ended March 31, (S  in thousands) 2012 2011 
Change in estimated lair value of mortgage servicing rights $10,817 $36,488 
Change in fair value of derivative financial instruments 104,499 12,423 
Servicing valuation and hedge activities, net $115,316 $48,911 

Mortgage Servicing Fees 

The components of servicing fees were as follows. 

Three months ended March 3I$ in thousands) 2012 2011 
Contractual servicing fees (net of guarantee fees and including sub-servicing) 5140,315 8161,384 
Late fees 16,806 18,991 
Ancillary fees 31,760 31,289 
Total  S188,941 $217,664 
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Mortgage Servicer Advances 

In connection with our primary servicing activities (i.e., servicing of mortgage loans), we make certain payments for property 

taxes and insurance premiums, default and property maintenance payments, as well as advances of principal and interest payments 

before collecting them from individual borrowers. Servicer advances, including contractual interest are priority cash flows in the 

event of a loan principal reduction or foreclosure and ultimate liquidation of the real estate owned property, thus snaking their 

collection reasonably assured. These servicer advances are included in accounts receivable and totaled $1.8 billion and $1.8 billion 

at March 31, 2012 and December 31, 2011, respectively. We maintain an allowance for uncollectible primary servicer advances, 

which totaled $42.5 million and $42.5 million at March 31, 2012 and December 31, 2011, respectively. Our potential advance 

obligation is influenced by a borrower's performance and credit quality. 

We advance funds for various activities related to the foreclosure process pri ncip ally related to attorney fees and costs, appraisals, 

escrow, insurance and property preservation, in the event we, Or the investor, determine foreclosure is the most appropriate loss 

mitigation strategy, In the currentenvironmentonany states and local jurisdictions are requiring us to alter our processes in connection 

with foreclosures and in some circumstances this can result in mstarting the foreclosure process entirely or repeating certain of the 

required steps (foreclosure restarts), To the extent we restart the process, in whole or in part, we will not be reimbursed for advances 

in connection with the original activities. The circumstances and extent of any foreclosure restart are specific and unique to each 

state and/or local jurisdiction. At March 31, 2012, we had an allowance for uncollectible advances in connection with estimated 

foreclosure restarts of $10.4 mi Ilion. 

At March 31, 2012 and December 31, 2011 we had an allowance for uncollectible primary servicer advances of $7.5 million, 

respectively, related to expected loan modification activities. See Note 16 — Contingencies and Other Risks for additional 
information. To the extent amounts had been advanced for loans that are expected to be modified in connection with our Settlement, 

these amounts will not be collected. The amount of this allowance is management's best estimate given the anticipated modification 

activity. 

When we act as a subservieer 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 responsibilitiesofa primary servicer in thatwe would make certain payments ofproperty taxes and insurance premiums, 

default and property maintenance, as well as advances of principal and interest payments before collecting them from individual 

borrowers, As of March 31, 2012 and December 31, 2011, outstanding servicer advances related to subserviccd loans were $127.1 

million and $124.9 million and we had a reserve for uncollectible subservicer advances of $1.0 million and $1.1 million, respecti vely. 

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 sceuri ties and whole-loan packages sold to investors. As the 

master service; we collect mortgage loan payments from primary servicers and distribute those funds to investors in mortgage-

backed a nd 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 servieer does not advance the payments, we are 

responsible for advancing the pay tnent to the trust or whole-loan investors. Master servicer advances, 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 servicer advances of $189.9 million and $158.2 million as of March 31, 2012 and December 31, 2011, 

respectively. We had no reserve for uncollectiblc master servicer advances at March 31, 2012 and December 31, 2011. 
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Serviced Mortgage Assets 

In many eases, we act as both the primary and master servicer. However, in certain cases, we also service loans that have been 

purchased and subsequently sold through a securitization trust or whole-loan sale whereby the originator retained the primary 
servicing rights and we retained the master servicing rights. 

The unpaid principal balance of total serviced mortgage assets was as follows. 

($ in nil/lions) March 31, 2012 December 31, 2011 
On-balance sheet mortgage loans (a) 

Held-for-sale and investment $7,018 96,828 
Off-balance sheet mortgage loans 

Loans held by third-patty investors 

Consumer mortgage private-label 48,514 50,886 
Consumer mortgage agency 124,339 131,635 
Consumer mortgage whole-loan portfolios 14,484 15,104 

Purchased servicing rights (b) 3,089 3,247 
Total primary serviced mortgage loans 197,444 207,700 
Subserviced mortgage loans (c) 169,223 169,531 
Master servicing only mortgage loans 8,225 8,557 
Total serviced mortgage loans $374,892 $385,788 

(a) includes on-balance sheet securitization consenter finance receivables and loans. See Note 3 - Finance Receivables and Loans, net, for 
additional information. 

(b) There is no recourse to us outside of customary contractual provisions relating to the execution of the services we provide. 
(c) Includes loans where we not as a subserviecr under contractual agreelnents with the primary servicer. As subservient; there is no recourse to 

us outside of customary contractual provisions relating to the execution of the services we provide, except for loans subserviced on behalf of 
Ally Batik. See Note 17 - Related Party Transactions for additional information. 

The following table sets forth information concerning the delinquency experience in our domestic consumer mortgage loan 
primary servicing portfolio, including pending foreclosures. 

($ in millions) 

March 31, 2012 December 31, 2011 

Number of 
loans 

Unpaid 
principal 
balance 

Number of 
loans 

Unpaid 
principal 
balance 

Total U.S. mortgage loans PrimarY serviced 1,517,358 $197,171 1,587.113 $207.380 
Period of delinquency 

30 to 59 days 53,549 57,559 67,239 $9,289 
60 to 89 days 19,427 3,024 25,138 3,695 
90 days or more 25,521 4,310 27,570 4,467 

Foreclosures pending 67,843 12,947 68,166 13,018 
Bankruptcies 33,807 4,758 34,956 4,869 
Total delinquent loans 200,147 $32,598 223,069 $35,338 
Percent of U.S. mortgage loans primary serviced 13.2% 16.5% 14.1% 17.0% 

Certain of our subsidiaries winch conduct our primary and master servicing activities are required to maintain certain servicer 

ratings in accordance with master agreements entered into with a OSE. At March 31, 2012, we are in compliance with the servicer 
rating requirements of the master agreements. 

We are also required to maintain consolidated tangible net worth, as defined, of $250.0 million, under our agreements with a 

OSE. In the event of default, the GSE could require posting collateral in an amount based on repurchase demands outstanding plus 

recourse obligations; termination or suspension of our selling and servicing contract; require additional or more frequent financial 

and operational reporting limit early funding programs or trading desk transactions; accelerate rebuttal time periods for outstanding 

repurchase demands; or take other actions permitted by law. Should we or our subsidiaries fail to remain in compliance with these 

requirements and as a result should our mortgage selling and servicing contract be terminated, cross default provisions within certain 

credit and bilateral facilities could be triggered. At March 31, 2012, we had consolidated tangible net worth of 9399.3 million in 
compliance with our contractual covenant. 

At March 31, 2012, domestic. insured privatedabel securitizations with an unpaid principal balance of $5.4 billion contain 

provisions entitling thc monoline or other provider of contractual credit support (surety providers) to declare a servicer default and 
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terminate the servicer upon the failure of the loans to meet certain portfolio delinquency and/or cumulative loss thresholds, 

Securi tizations with an unpaid pri nci pal balance of $4.8 billion had breached a deli nquency and/or cumulative loss threshold. While 

we continue to service these loans and receive service fee income with respect to these securitizations, the value of the related MSR 

is zero at March 31, 2012. Securitizations with an unpaid principal balance of $574.0 million have not yet breached a delinquency 

or cumulative loss threshold, The value of the related MSR is $4.0 million at March 31, 2012. 

6. Accounts Receivable, Net 

($ in thousands) March 31, 2012 December 31, 2011 

Servicer advances, net (a) $2,050,651 $2,045,446 

Loan insurance guarantee receivable, net (b) 874,985 745,396 

Servicing fees receivable 87,402 87,208 

Due from brokers for derivative trades 54,294 94,024 

Accrued interest receivable 36,883 37,962 

Other 53,041 41,712 

Total accounts receivable. nei $3,157,256 ' 	$3,051,748 

(a) The allowance for uncollectible servicer advances was $43.5million and $43.7 million at March 31,2012 and December 31,2011, respectively. 

(b) Represents mortgage loans in foreclosure for which a guarantee front Ginnie Mae exists, net of a reserve for unco Ilectible guaranteed receivables 

of $21.0 million and $21.1 million at March 31, 2012 end December 31, 2011, respectively. 

7. Other Assets 

($ in thousands) March 31, 2012 December 31, 2011 

Property and equipment at cost $255,750 $252,890 

Accumulated depreciation and amortization (212,771) (207,645) 

Net property and equipment 42,979 45,245 

Fair value of derivative contracts in receivable position 3,621,448 4,877,197 

Collateral placed with derivative counterparties 1,110,251 1,095,287 

Restricted cash 397,494 448,819 

Foreclosed assets 63,987 71,485 

Receivables from Ally Bank 	- 37,045 

Trading securities 32,302 33,303 

Interests retained in financial asset sales 23,102 

Income taxes receivable 5,111 

Other 25,866 28,603 

Total other assets $5,331,372 $6,628,152 
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8. Borrowings 

Borrowings were as follows. 

(S in thousands) 

Weighted average 

end of period 
interest rates March 31, 2012 December 31, 2011 

March 

31, 2012 

December 

31, 2011 Unsecured Secured Total Unsecured Secured Total 

Short-term borrowings 

Borrowings from 

parent 3.0% 3.0% $- $410,000 $410,000 $- $183,595 $183,595 

Borrowings front 
affiliate 5.0% 5.1% - 250,000 250,000 - 250,000 250,000 

Other short-term 

borrowings 6.3% 6.3% - 158,000 158,000 - 323,000 323,000 

Total short-terns 
borrowings 4•3% 5.1% - 818,000 818,000 756,595 756,595 

Long-term borrowings 

Borrowings from 
parent 3.0% 3.0% - 749,873 749,873 - 755,769 755,769 

Collateralized 
borrowings its 

securi tizati on 
trusts (a) 4.6% 4.7% - 828,418 828,418 830,318 830,318 

Other long-term 
borrowings 8.2% 8.0% 1,112,587 3,198,189 4,310,776 1,096,789 3,285,615 4,382,404 

Total long-term 
borrowings 7.0% 6 9% 1,112,587 4,776,480 5,889,067 1,096,789 4,871,702 5,968,491 

Total borrowings 6.7% 6 7% $1,112,587 55,594,480 $6,707,067 $1,096,789 $5,628,297 $6,725,086 

(a) Collateralized borrowings with an outstanding balance of $2.5 billion and $2.6 billion were recorded at fair value of $828.4 million and $829.9 

million as of March 31, 2012 and December 31, 2011, respectively. See Note 13 - Fair Value for additional information. 

The following table summarizes the maturity profile of our borrowings by type. Amounts represent the scheduled maturity of 

debt, assuming no early redemptions occur. For sources of borrowings without a stated maturity date (as is the ease wi th uncommitted 

agreements), the maturities are assumed to occur within 2012. 

t$ in millions) 2012 2013 2014 2015 2016 
2017 and 
thereafter Total 

Secured borrowings 

Borrowings from parent $1,159.9 5-- 5- 5- $- $1,159.9 

Borrowings from affiliate 250.0 250.0 

Collateralized borrowings in 
seeuritization trusts (a) - - - - - 828.4 828,4 

Other secured borrowings 239.7 789.3 805.1 719.3 - 802.8 3,356.2 

Total secured borrowings 1,649.6 789.3 805.1 719.3 - 1,631.2 5,594.5 

Unsecured borrowings 351.6 537.3 109.5 114.2 1,112.6 

Total borrowings $2,001.2 $1,326.6 $914.6 $833.5 S- $1,631.2 $6,707.1 

(a) The principal on the debt securities is paid using cash flows from underlying collateral (mortgage loans). Accordingly, thc tinUng of the 

principal payments on these debt securities is dependent on the payments received, and as such, we elected to represent the full tents of the 

securities its the 2017 and thereafter time frame. 

We did not snake a $20.1 million semi-annual interest payment that was due on April 17, 2012, related to $473.0 million 

outstanding senior unsecured notes maturing in June 2013. 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 fiw a period of 30 days. 
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The most restrictive financial covenants in our credit facilities require us to maintain consolidated tangible net worth of 

$250.0 million as of the end of each month,consolidated liquidity of S250.0 million daily, and unrestricted liquidity of $250.0 million 

daily. For these purposes, consolidated tangible net worth is defined as our consolidated equity excluding intangible assets. 

Unrestricted liquidity is defined us certain unrestricted and unencumbered cash balances in U.S. dollars and cash equivalents on a 

consol idated basis. We view unrestri cted liquidity as cash readily avail abl e to cover operating demands across our busi ness operations. 

These financial covenants are included in certain of our bilateral facilities. Should we fail to remain in compliance with these 

requirements, remedies include but are not li anted to, at the option of the facility provider, termination of further funding, acceleration 

of outstanding obligations, rights to realize against the assets securing or otherwise supporting the facility, and other legal remedies. 

Our liquidity providers can waive their contractual rights in the event of a default. 

We arc required to maintain consolidated tangible net worth, as defined, of $250.0 million, under our agreements with a GSE. 

In the event of defaul I, the GSE could require posting collateral in an amount based on repurchase demand s outstanding plus recourse 

obligations; termination or suspension of our selling and servicing contract; require additional or more frequent financial and 

operational reporting; limit early Minding programs or trading desk transactions; accelerate rebuttal time periods for outstanding 

repurchase demands; Or take other actions permitted by law. We and certain of our subsidiaries are also required to maintain certain 

servicer ratings. Should we or our subsidiaries fail to remain in compliance with these requirements and as a result should our 

mortgage selling and servicing contract be terminated, cross defaul t provisions within certain credit and bilateral facilities could be 

triggered. 

At March 31, 2012, our consolidated tangible net worth, as defined, wins $399.3 million, in compliance with all of our 

consolidated tangible net wonth covenants. In addition we are in compliance with our consolidated and unrestricted liquidity 

requirements and required servicer ratings as of March 31, 2012, Refer to Note 1 — Description of Business, Basis o f Piesenta lion 

and Changes in Significant Accounting Policies for additional information. 

The following table summarizes the outstanding, unused, and total capacity of our funding facilities at March 31, 2012. We 

use both committed and uncommitted credit facilities. The financial institutions providing the uncommitted facilities are not legally 

obligated to advance funds under them. 

Marcia 31, 2012 	(5 in thousands) Outstanding 
Unused 

capacity 

Total 

capacity 

Facilities with parent 

Ally Inc. Senior Secured Credit Facility 

Ally Inc. LOC 

$749,873 

410,000 

5— 

1,190,000 

$749,873 

1,600,000 

Total facilities with parent 1,159,873 1,190,000 2,349,873 

Facilities with affiliate 

Secured financing agreement - BMMZ 250,000 — 250,000 

Secured funding facilities - committed 

Mortgage servicing rights facility 158,000 — 158,000 

Servicer advance funding facilities 727,838 197,162 925,000 

Home equity funding facility 127,294 — 127,294 

Other funding facilities — 11,000 11,000 

Total committed 1,263,132 208,162 1,471,294 

Total funding facilities $2,423,005 $1,398,162 $3,821,167 

Facilities with Parent and Affiliates 

Ally Inc. Senior Secured Credit Facility 
On April 10, 2012, this facility was amended and the maturity date was extended to May 14, 2012. The borrowers, RFC and 

GMAC Mortgage (collectively, the Borrowers), no longer have the ability to request revolving loans under thc facility. The thcility 

is secured by certain domestic whole loans, accounts receivable, notes receivable, securities, a nd equity investments of the Borrowers. 

The facility contains limitations on the use of proceeds from sales of pledged collateral with any such proceeds required to be paid 

to Ally Inc. to reduce the balance outstanding. 

Ally Inc. Line of Credit (LOC) 

At March 31, 2012, the maximum capacity of the LOC was $1.6 billion, comprised of $1.1 billion of secured capacity and 

S500.0 millions of unsecured capacity. On April 10, 2012, this facility was amended, extending the maturity date to May 14, 2012 

and the $500.0 million of unsecured capacity was terminated. Certain domestic whole loans, sccomsrsta receivable, notes receivable, 

mortgage servicing rights, securities, and equity investments of the Borrowers secure draws under the LOC, which are available to 
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the extent there is sufficient collateral securing the draw. Draws under the LOC are available only if certain unrestricted and 

unencumbered balances in U.S. dollars and cash equivalents of us and our subsidiaries are less than $300.0 million. The available 

amount and the borrowing base of the LOC will both be reduced by the amount of any collateral posted or delivered by Ally IM to 

the Borrowers or us pursuant to certain derivative transaction agreements with Ally IM. the obligations under the LOC and the 

A I ly 110 Deri vati ve Agreements are cross- collateralized for the benefit of Al ly Inc. 

BMMZ Holdings, LLC Secured Financing Agreement (BMMZ Repo) 

BMMZ Holdings LLC (BMMZ) is a wholly owned subsidiary of Ally Inc. The aggregate facility amount is $250.0 million. 

The secured financing agreement is collateralized by domestic mortgage loan assets. Thc maturity date is the earlier of the maturity 

date of the LOC or December 19, 2012. 

Secured Funding Facilities 

Mortgage Servicing Rights Facility 

On March 31, 2012, the facility was amended such that no additMnal draws can be made after that date, effectively reducing 

the maximum capacity to $158.0 million. The facility maturity date was amended to the earlier of two days prior to the maturity 

of the Ally lime, LOC or May 30,2012. 

Servicer Advance Funding Facilities 

At March 30, 2012, the secured facility to fund mortgage servicer advances had total capacity of $800.0 million, consisting of 

an $800.0 million variable funding note which will begin amortizing on March 12, 2013 and has a stated final maturity of March 

12, 2020. On March 13, 2012, the facility was amended whereby the new variable funding note was issued with the proceeds being 

used to pay down the then outstanding variable funding and term notes. 

A second secured facility to fund mortgage servicer advances has capacity of $125.0 million. On August I, 2012, the scheduled 

revolving period will end, after which date no new advances will be funded and the 18—month repayment period will begin. 

Termination will occur upon the earlier of the end of the repayment period or the date the outstanding loan amount is paid in full. 

Home Equity Funding Facility 

The secured facility to fund borne equity mortgage loans consisted of $127.3 million in variable funding notes due to mature 

on February 25, 2031. 

Collateralized Borrowings in Securitization Trusts 

We previously sold pools of consumer mortgage loans through private-label securitization transactions. The purpose of these 

securitizations was to provide permanent funding and exit for these assets. Certain of these sccuritizations were accounted for as 

secured borrowings, and therefore, the debt is reflected on our Condensed Consolidated Balance Sheet. 

Other Borrowings 

Junior Secured Notes 

The outstanding balance of the Junior Secured Notes at March 31, 2012, was $2.1 billion with a final maturity on May 15, 

2015 The unamortized balance of deferred concession recognized as a result of our 2008 exchange offer was $220.2 million. The 

deferred concession is being amortized over the life of the secured notes using the effective yield method. For the three months 

ended March 31, 2012 and 2011, $25.9 million and $24.9 million, respectively, of deferred concession was amortized into earnings 

as a reduction of interest expense. 

GMAC Mortgage, its immediate parent, GMAC Residential Holding Company, LLC (Res Holdings), RFC, its immediate 

parent, GMAC-RFC Holding Company, LLC (RFC Holdings), and Homecomings Financial, LLC (Homecomings), a wholly owned 

subsidiary of RFC, are all guarantors with respect to the junior secured notes. 

Upon repayment in frill of the Ally Inc. Senior Secured Credit Facility, net cash proceeds from sal es o f a ssets that were previ or isl y 

pledged as collateral to the Ally Ine. Senior Seemed Credit Facility may be used to repurchase, optionally redeem or optionally 

prepay the junior secured notes. In the event net cash proceeds are not used to repurchase or optionally redeem or prepay the junior 

secured notes, or to reinvest in permissible collateral with a fair value substantially equivalent to the net cash proceeds (collectively, 

the Reinvested Proceeds), under certain circumstances, we may be required to make an offer to all holders of the junior secured 

notes to purchase notes in an amount equal to the excess of the net cash proceeds over the Reinvested Proceeds. 
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Unsecured Notes 
As of March 31, 2012, unsecured notes include $673.3 million of U.S. dollar-denominated senior notes maturing between 

June 2012 and June 2015, $131.2 nitlion euro-denomi nated notes maturing in May 2012 and $167.7 million U.K. sterl ing-

denominated notes tnaturing between May 2013 and July 2014. We hedge a portion of the interest rate risk associated with our 

fixed-rate euro and U.K. sterling notes. As of March 31, 2012, we had interest rate swap agreements in place with notional amounts 

of $147.2 million and $103.9 million for ma euro and U.K sterling denominated notes, respectively. 

We did not make is $20.1 million semi-annual interest payment that was due on April 17, 2012, related to $473.0 million 

outstanding senior unsecured notes maturing in June 2013. 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. 

Medium-term Unsecured Notes 
Represents $140.4 million of peso-denominated notes issued by our wholly owned subsidiary GMAC Financiers SA de CN, 

SOFOM, ENR (GMAC Financi era) tlsat mature its June 2012. ResCap, GMAC Mortgage, Res Holdings, RFC, RFC Holdings, and 

Homecomings are guarantors of the medium-term unseeured notes. 

Collateral for Secured Debt 
Tlse following table summarizes the cartying value of assets that are restricted, pledged, or for which a security interest has 

been granted as collateral for the payment of certain debt obligations. 

($ in thousands) March 31, 2012 December 31, 2011 

Cash and cash equivalents $85,628 $82,389 

Mortgage loans held—for—sale 1,610,350 1,688,037 

Finance receivables and loans, nct 

Consumer 979,137 1,005,982 

Commercial 4,205 4,226 

Total finance receivables and loans, net 983,342 1,010,208 

Mortgage servicing rights 843,299 855,343 

Accounts receivable, net 2,481,190 2,404,231 

Ot her assets 77,676 81,960 

Total assets restricted as collateral $6,081,485 $6,122,168 

Related secured debt $5,594,480 $5,628,297 

A portion of the assets included in the table above represent assets of subsidiaries whose equity has been pledged to secure the 

Ally Mc. Senior Secured Credit Facility and the Ally Toe. T,OC. At March 31, 2012, there were $3.0 million of equity interests of 

these subsidiaries pledged to the Ally Inc. Senior Secured Credit Facility. We have also provided a lien on certain of our consolidated 

assets, as specified in tlse Ally Inc. Senior Secured Credit Facility agreements, for the benefit of the Ally Inc. Senior Secured Credit 

Facility and the Juni or Secured Notes. Included in the ta ble above is $1.9 billion and $2.0 billion at March 31,2012a nd December 31, 

2011, respectively, of collateral pledged that eats be re—hypothecated or re—pledged by the secured party. 
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The following table summarizes the carrying value of assets pledged and the amount of related debt outstanding by our secured 

borrowing types. 

March 31, 2012 	December 31, 2011 

($ in thousands) 

Borrowings from parent and affiliate 

Ally Inc. Senior Secured Credit facility 

Ally Inc. LOC 

BMMZ Repo 

Collateralized borrowings in securitization trusts 

Other secured borrowings 

Junior Secured Notes (a) 

Mortgage servicing rights facility 

Servicer advance funding facilities 

1-loine equity funding facility 

Other scoured facility 

Total 

(s) The Junior Secured Notes are secured by the sante collateral that secures the Ally Inc. Senior Secured Credit facility. 

9. Other Liabilities 

($ in thousands) March 31, 2012 December 31, 2011 

Fair value of derivative instruments $3,928,437 $5,113,531 

Liability for option to repurchase assets (a) 2,359,323 2,386,734 

Liability for representation and warranty obligations 810,805 824,776 

Collateral received from derivative counterparties 604,836 656,109 

Accounts payable 317,493 360,726 

Interest payable 126,803 62,225 

Reserve for legal proceedings 99,646 94,516 

Mortgage tbreclosure settlement 92,061 204,000 

Reserve for insurance l osses 86,716 01,615 

Employee compensation and benefits 67,966 87,542 

Liability for assets sold with recourse 32,592 32,156 

Ally Inc. management fee (h) 14,878 31,020 

Income taxes 3,899 

Restructuring reserve 1,901 4,342 

Payable to Ally Bank 21,001 

Other 21,805 25,733 

Total other liabilities $8,569,161 $9,996,026 
(a) We recognize s liability for the conditional repttrchase option on certain assets held by off-balance sheetsecuritization trusts. The corresponding 

asset is recorded in mortgage loans held for sale. See Note 2 - Mortgage Loans Held-for-Sale and Note 4 - Seetaitizations and Variable 

Interest Entities for additional information. 

(b) Includes costs for personnel, intbrmation technology, communications, corporate marketing, procurement, and services related to facilities 

incutred by Ally Inc. and allocated to us. See Note 17 - Related Party Transactions for additional information, 

Total assets 	Related 
	

Total assets 
	

Related 
restricted as 	secured 

	
restricted as 
	

secured 
collateral 	debt 
	

collateral 
	

debt 

$1,326,032 $749,873 $1,340,954 $755,769 

1,553,328 410,000 1,582,033 183,595 

377,645 250,000 401,118 250,000 

912,434 828,418 918,232 830,318 

- 2,340,680 - 2,366,600 

675,544 158,000 634,345 323,000 

1,083,408 727,838 1,086,011 780,385 

147,042 127,294 153,101 135,800 

6,052 2,377 6,284 2,830 

$6,081,485 $5,594,480 $6,122,168 $5,628,297 
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10.Other Revenue, net 

Three months ended March 31, ($ in thousands) 2012 2011 

Change due to fair value option elections 

Consumer mortgage finance receivables and loans, net $36,037 $19,246 

Collateralized borrowings (52,127) (36,148) 

Loan broker fee from Ally Bank 23,343 9,496 

Insurance income 4,343 6,357 

Cain on interests retained in financial assets sales 3,430 

Other 8,436 3,650 

Total other revenue, net $20,032 $6,031 

11.Other Noninterest Expense, net 

Three months ended March 31, a M thousands) 2012 2011 

Ally Inc. management fees (a) $29,053 $16,915 

Legal fees 23,473 10,191 

Iman administration fees 22,928 18,244 

Equipment and supplies 6,868 8,126 

Insurance losses 4,126 12,577 

Other 13,056 16,048 

Total other noninterest expense, net $99,504 $82,101 

(a) Includes allocated costs for personnel, information technology, communication, corporate marketing, procurement, and services related to 

facilities incurred by Ally Inc. and allocated to us. Sec Note 17 — Related Party Transactions for additional information. 

12. Income Tax 

We are a division of Ally Inc, a corporation, for income tax purposes. We are subject to corporate U.S. Federal, state and local 

taxes and are included in the consolidated Ally Inc. U.S Federal and unitary and/or consolidated state income tax returns. We provide 

for our U.S. Federal and state taxes on a stand alone basis, which is consistent with the applicable tax sharing agreements with 
direct and indirect parent companies up through Ally Inc, The tax sharing agreement requires taxes to be based on the income tax 

liability determined as if we were a separate affiliated group of corporations filing consolidated U.S. Federal and state income lax 

returns. Our foreign businesses have been and continue to operate as corporations and are subject to, and provide for, U.S. Federal, 

state, and/or foreign income tax. 

At March 31, 2012 and December 31, 2011 we have current income taxes payable of $11.1 million and $(1.7) million, 

respectively, to Ally Inc. pursuant to the tax sharing agreements. 

We continue to be in a net deferred tax asset position, which is fully offset by a deferred tax asset valuation allowance. The 

net deferred tax asset includes a significant tax net operating loss carryforward. Thus, the year to date tax expense has been largely 

offset by the decrease of the applicable deferred tax asset valuation allowance. Tax expense from continuing operations of $5.9 
million and $8.9 million for the three months ended March 31, 2012 and 2011 relates primarily to certain taxes that are not eligible 

for offset by U.S. net operating losses, including those on foreign income. 

Gross unrecognized tax benefits totaled $7.6 Million and $11.7 milli (mat March 31,2012 and 2011. The amount ofunrecognized 

tax benefits that, if recognized, would affect our effective tax rate at March 31, 2012 and 2011 is approximately $5.3 million and 

$9.4 million, respectively. Related interest and penalties accrued for uncertain income tax positions are recorded in interest expense 

and other operating expenses, respectively. As of March 31, 2012 and 2011, we had approximately $2.3 million and $2.3 million, 

respectively, accrued for the payment of interest and penalties. We are generally no longer subject to U.S. federal, state, local, or 

foreign income tax examinations by tax authorities for years before 2007. A signifieant change in the unrecognized tax benefits is 

not expected within the next 12 months. 
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13. Fair Value 

Fair Value Measurements 

Fair val ue 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 ate required 

to consider all aspects of nonperformance tisk, including the entity's own credit stauding, when measuring the fair value of a liability. 

A three-level hierarchy is used when measuring and disclosing fair value, The fhir 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 val ue 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, 

we must have the ability to access the active market, and the quoted prices cannot be adjusted by us. 

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 of 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 l i abilities. 

Level 3 	Unobservable inputs are supported by I ittle or no market activity. The unobservable in puts 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 period in which the transfer 

occurred. There were no material transfers between any levels during the three months ended March 31, 2012. 

Following arc descriptions of the valuation methodologies used to pleasure material assets and liabilities at fair value and details 

of the valuation models, key inputs to those models and significant assumptions utilized. 

Mortgage loans held-for-sale -We originate and purchase residential mortgage loans that we intend to sell to the GSEs. 

We also own nonagency eligible residential mortgage loans that were originated or purchased in prior years. Consumer 

mortgage loans we intend to sell to the GSEs are carried at fair value as a result of a fair value election. Our nonagency 

eligible residential mortgage loans arc accounted for at the lower of cost or fair value. We elected to fair value 

nongovernment eligible mortgage loans held-for-sale subject to conditional repurchase options recognized on or after 

January 1, 2011. Only those non-fair value elected loans that are currently being carried at fair value are included within 

our nonrecurring fair value measurement tables. Mortgage loans held-for-sale account for 9.7% of all recurring and 

nonrecurring assets reported at fair value at March 31, 2012. 

Mortgage loans held-for-sale are typically pooled together and sold into certain exit markets, dependiug upon 

underlying attributes of the loan, such as agency eligibility, product type, interest rate, and credit quality. Two valuation 

methodologies are used to determine. the fair value of mortgage loans held-for-sale. The methodology used depends on 

the exit market as described below. 

Loans valued using observable market prices for identical or similar assets (a Level 2 fair value) - Includes all 

agency-eligible mortgage loans carried at fair value due to fair value option election, which are valued predominantly 

using published forward agency prices. Also includes any domestic loans and foreign loans where recently negotiated 

market prices for theloan pool exist with a eounterparty (which approximates fair value) or quoted market prices for 

similar loans are available. As of March 31, 2012, we classified 34.3% of our mortgage loans hel d-for-sale that are 

bei ng carried at fair value on a recurring basis as Level 2. 

Loans valued using internal models (ir Level 3 Air value) - Includes all conditional repurchase option loans 

carried at fair value due to the fair value option election and ell nonageney eligible residential mortgage loans that 

are accounted for at the lower of cost or fair value. The fair value of these residential .  mortgage loans are determi ned 

using internally developed valuation models because observable market prices wore 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 mei:notions. To the extent available, we Milize market observable inputs 
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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. While numerous controls exist to 

calibrate, corroborate, and validate the internal inputs, they require the use ofjudgment by us and can have a sigoi fi cant 

impact on the determination of the loan's fair value. As of March 31,2012, 100.0% of our mortgage loans held-for-

sale that are currently being carried at fair value on a nonrecurring basis and 65.7% of our mortgage loans hel 

sale that are carried at fair value on a recurring basis are classified as Level 3. 

Consumer Finance receivables and loans, net —We elected the fair value option for consumer mortgage finance 

receivables and loans related to our on-balance sheet securitizations. A complete description of these securitizations is 

provided in the On-balance sheet seeuritization debt section later in this Note. The remaining balance of our consumer 

finance receivables and loans are reported on the balance sheet at their principal amount outstanding, net of charge-offs, 

allowance for loan losses, and net premiums/discounts. 

For the securi tizati on trusts for which we elected fait value option, the loans are measured at fair value using a portfolio 

approach. The values for loans held on an in-use basis may differ considerably from loans held-for-sale that can be sold 

in the whole-loan market. This difference arises primarily due to the liquidity of the ABS/MBS market and is evident in 

the fact that spreads applied to lower rated ABSAVIBS are considerably wider than spreads observed on senior bond classes 

and in the whole-loan market. The objective in linking the fair value of these loans to the fair value of the related 

securilization debt is to properly account for our retained economic interest in the securitizations. As of March 31, 2012, 

we classified 100.0% of our fair value elected consumer mortgage finance receivables and loans as Level 3. These loans 

account for 12,9% of all recurring and nonrecurring assets reported at fair value at March 31, 2012. 

Mortgage servicing rights — MSRs currently do not trade in an active market with observable prices, therefore we use 

internally developed discounted cash flow models to estimate the fair value of MSRs. 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 management 

believes approximate yields required by investors in this asset. Cash flows primarily include servicing fees, float income, 

and late fees, in each case less estimated operating costs to service the loans. The estimated cash flows are discounted 

using an option-adjusted spread derived discount rate. At Match 31, 2012, 100.0% of our MSRs are classified as Level 3 

and account for 19.5% of all recurring and nonrecurring assets reported at fair value 

Derivative instruments — We enter into a variety of derivative financial instruments as part of our risk management 

strategies. Derivative assets account for 56.3% of all recurring and nonrecurring assets arid derivative liabilities account 

for 82.1% of all recurring and nonrecurring liabilities reported at fair value at March 31, 2012. 

Certain of these derivatives are exchange traded, such as Eurodollar futures. To determine the fair value of these 

instruments, we utilize the exchange prices for the particular derivative contract; therefore, we classified these contracts 

as Level 1. We classified less than 1% of the derivative assets and less than 1% of the derivative liabilities reported at fair 

value as Level 1 at March 31, 2012. 

We also execute over-the-counter derivative contracts, such as interest rate swaps, swaptions, forwards, caps, floors 

and agency-to-be-announced (TBAs) securities, We utilize third-party-developed valuation nmdels that are widely 

accepted in the market to value our 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 99.1% of the derivative assets and 98.8% of the derivative liabilities reported at fair value as Level 2 at March 31, 

2012. 

We also hold certain derivati ve 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 sccuritizati on collateral, the derivative's notional amount is often indexed to the hedged 

item. A s a result, we typically are required to use internally developed prepayment assmnptions as an input into the model 

to forecast future notional amounts on these structured derivative contracts. Accordingly, we classified these derivative 

contracts as Level 3. These derivative contracts accounted for less than 1% of the derivative assets and less than 1% of 

the derivative liabilities reported at fair value at March 31, 2012. 

At March 31, 2012, we were counterparty to a forward flow agreement with Ally Bank, which effectively transfers 

the exposure to changes in fair value of specified pools of Ally Bank's mortgage loans held-for-sale mid interest rate lock 

commitments to us. In addition, a tIvtarch 31, 2012 we were counterparty in a total return swap agreement with Ally Bank 

that effectively transfers the total economic return of a specified portfolio of mortgage servicing rights owned by Ally 

Bank to US in exchange for a variable payment based on a fixed spread to LIBOR. The underlying reference assets that 
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support the value of the swap agreements are valued using internally developed valuation assumptions; theretbre the swaps 

are classified as Level 3. These agreements accounted for less than 1% of the derivative assets and less than 1% of the 

derivative liabilities reported at fair value at March 31, 2012. Both of these agreements were terminated on April 30, 

2012. See Note 17 — Related Party Transactions for additional information. 

We are required to consider all aspects of nonperformance risk, including our own credit standing, when measuring 

fair value of a liability. We ivduee credit risk on the majority of our derivatives by entering into legally enfineeable 

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 recei ving 

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 adjustinent (CVA), if warranted. 

• 	On-balance sheet securitizations -- We elected the fair value option for certain consumer mortgage finance receivables 

and loam, and securitization debt for certain of our on-balance sheet securilizations. The objective in IsleaS wing these 

loans and related securi tization debt at fair value is to approximate our economic exposure to the collateral securing the 

sec uri tization debt. The remaining on-balance sheet securitizati on debt that was not fair value option-elected is reported 

on the balance sheet at cost, net of premiums or discounts and all issuance costs. 

We value securitization debt that was fair value option-elected, as well as any trading securities or interests retained 

in financial asset sales, using market observable prices whenever possible. The securitization debt is principally in the 

form of asset-backed and mortgage-backed securities collateralized by the underlying consumer mortgage fiance 

receivables and loans. Due to thc attributes of the underlying collateral and current capital market conditions, observable 

prices for these instruments are typically not available in active markets. We base valuations on internally developed 

discounted cash flow models that use a market-based discount rate. In order to estimate cash flows, we utilize various 

significant assumptions, including market observable inputs such as forward interest rates, as well as internally developed 

inputs such as prepayment speeds, delinquency levels, and credit losses. As a result of the reliance on significant 

assumptions and estimates for model inputs, at March 31, 2012, 100.0% of fair value option-elected securitization debt 

is eta ssi fied as Level 3. On-balance sheet securi tization debt accounts for 17.3% of all recurring and nonrecurring liabilities 

reported at fair value at March 31,2012. 
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Recurring Fair Value 

The fol lowing tables display the assets and I i abi lities measured at fair value on a recurring bask, including fi n anci al instruments 

for which we elected the fair value option. In certain eases we economically hedge the fair value change of our assets or ha bilities 

with derivatives and other financial instruments. The table below displays the hedges separately from the hedged items and, therefore, 

does not directly display the impact of our risk management activities. 

March 31, 2012 	($ in thousands) 

Recurring fair value measurements 

Level 1 Level 2 Level 3 Total 

Assets 

Mortgage loans held-for-sale (a) 5— 515,925 530,494 546,419 

Consumer mortgage finance receivables and loans, net (a) — — 832,094 832,094 

Mortgage servicing rights — — 1,254,497 1,254,497 

Other assets 

Fair value of derivative contracts in receivable position 

Interest ratc contracts 3,145 3,588,513 29,790 3,621,448 

Trading securities 

Mortgage and asset backed residential — 417 31,885 32,302 

Total assets $3,145 $3,604,855 $2,178,760 $5,786,760 

Liabilities 

Collateralized borrowings 

On-balance sheet securitization debt (a) 5— 5— ($828,418) ($828,418) 

Other liabilities 

Fair value of derivative contracts in liability position 

Interest rate contracts (18,708) (3,882,257) (27,107) (3,928,072) 

Foreign currency contracts — (365) — (365) 

Liabil ity for option to repurchase assets (a) — — (29,603) (29,603) 

Total liabilities ($18,708) ($3,882,622) ($885,128) ($4,786,458) 

(a) Carried at fair value due to fair value option election. 

Recurring fair value measurements 

December 31, 2011 	a in thousands) Level 1 Level 2 Level 3 Total 

Assets 

Mortgage loans held-for-sale (a) $— $27,253 $29,723 $56,976 

Consumer mortgage finance receivables and loans, net (a) — — 835,192 835,192 

Mortgage servicing rights — 1,233,107 1,233,107 

Other assets 

Fair value of derivative contracts in receivable position 

Interest rate contracts 61,025 4,780,995 35,038 4,877,058 

Foreign currency contracts ........ 139 — 139 

Trading securities 

Mortgage and asset backed residential — 434 32,869 33,303 

Interests retained in financial asset sales — — 23,102 23,102 

Total assets $61,025 $4,808,821 $2,189,031 $7,058,877 

Liabilities 

Collateralized borrowings 

On-balance sheet securitization debt (a) $— $— ($829,940) ($829,940) 

Other liabilities 
Fair value of derivative contracts in liability position 

Interest rate contracts (18,445) (5,089,201) (24) (5,107,670) 

Foreign currency contraets — (5,861) — (5,861) 

Liability for option to repurchase assets (a) - 	- (28,504) (28,504) 

Total liabilitics ($18,445) ($5,095,062) ($28,528) ($5,142,035) 

(n) Carried at fair value due to fair value option election. 
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The following table presents quantitative information regarding the significant unobservable inputs used in material Level 3 
assets and liabilities measured at fair value on a recurring basis. 

Level 3 
recurring 

measurements 
Valuation 
technique 

Unobservable 
input Range 

Discounted 
$832,094 cash flow Prepayment rate 2.52.12.91% 

Default rate 1.08-34.75% 

Loss severity 40.0-100.0% 

1,254,497 (b) (b) (b) 

(8828,418) (a) (a) (a) 
A portfolio approach links the value of the consumer mortgage finance receivables and loans, net to the on-balance sheet securitization 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 combination of lower projected mortgage rates and higher projected home values, would result in higher 
fair value measurement. These drivers of higher prepayments (increased ability to refinance due to lower rates and higher property values) 
have an opposite impact on thc default rate, creating An inverse relationslnp between prepayments and default frequency on the fair value 
measurements. Generally factors' that contribute to higher default frequency also contribute to lUgher loss severity. 

(b) Refer to Note 5 — Servicing Activities for information related to the signifioant unobservable inputs and valuation techniques used in the 
mortgage servicing rights fair value measurement. 

March 31, 2012 ($ in thousands) 

Assets 

Consumer mortgage finance receivables and loans, net (a) 

Mortgage servicing rights 

Liabilities 

Collaterlized borrowings 

On-balance sheet sectaitization debt (a) 

(a) 
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The following tables present the reconcil iation for all Level 3 assets and liabilities measured at fair value on a recurring basis. 

Transfers into or out of Level 3 are recognized as of the end of the reporting period in which the transfer occurred. In certain cases 

we 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 I or Level 2. Thus, 

the following tables do not fully reflect the impact of our risk management activities. 

(S in thousands) 

Level 3 recurring fair value measurements 

January 1 

Net gains/(losses) 

included in earnings 
Other 

comprehensive 

income (loss) Purchases Sales Issuances Settlements 

March 31, 

2012 Level 
3 fair 

value 
2012 Level 

3 fair value 	gains 

realized 	unrealized 

(losses) 	gains (losses) 

Assets 

Mortgage loans held—for- 
sale $29,723 (537) 	$250 5— $8,923 (a) 5— S-- ($8,365) $30,494 

Consumer mortgage 

finance receivables and 
loans, net 035,192 51,328 (b) 	35,448 (b) — — — — (89,874) 832,094 

Mortgage servicing rights 1,233,107 .— 	10,817 (4) — 10,573 — 1,254,497 

Other assets 

Fair value of derivative 

contracts in receivable 

position, net 

interest rate contracts 35,014 66,983 (d) 	($88,479) (d) — — — — (40,835) 2,683 

Trading securities 

Mortgage and asset 

backed residential 32,869 (1,214) (e) 	3,627 (e) — — — 103 (3,500) 31,885 

Interests retained in 
financial asset sales 23,102 ( 801) (I) 	(3) (t) — — — — (22,596) — 

Total assets $2,189,007 5116,559 	(58,342) 5— $8,923 5— $10,676 (5165,170) $2,151,653 

Collateralized borrowings 

On-balance sheet 

securitization debt ($829,940) 5 (43,820) (b) $ (39,386) (b) 8— 5- 5— $84,728 (5828,418) 

Other liabilities 

Li ability for option to 
repurchase assets (28,504) 37 	 (250) — (8, 923) (a) 8,037 (29,603) 

Total liabilities (5858,444) (543,783) 	(339,636) 5.— (58,923) 5— S— $92,765 ($858,021) 

(a) Includm newly recognized fairvalue option electedconditional repurchase loans and therelated liability. SeeNote 4 Securitizations and Variable Interest Entities 

for additional information. 

(b) Fair value adjustment reported in other revenue, net, and related interest on loam and debt are reported in interest income und interest expense, respectively. 

(a) Fair value adjustment reported in rerving assist valuation and hedge activities, net. 

(d) See Note 14 	Derivative Instruments and Iledging Activities for location of fair value adjustments in our Condensed Consolidated Statement of Income. 

(e) Fair value adjustment reported in gain (loss) on investment securities, net. Interest accretion on these assets is reported in interest income. 

(f) Fair value adjustment reported in other revenue, net, and interest accretion on these assets is reported in interest incense. 
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(S in thousands) 

Level 3 recurring fair value measurements 

January I, 
2011 Level 3 

fair value 

Net gains/(losses) 
included M earnings 

realized 	unrealized 
gains (losses) 	gains (losses) 

Other 
comprehensive 
income (loss) Purchases Sales Issuances 

Settlement 
a 

March 31. 
2011 Level 
3 fair value 

Assets 

Mortgage loans held—for—sale $4,084 ($27) 598 5— $14,189 (a) ($388) 5— 5— $17,956 

Consumer mortgage finance 
receivables and loans, net 1,014,703 57,458 (b) 15,809 (b) — — — (117,313) 970,657 

Modgage servicing rights 1,991,586 66 (c) 36,489 (c) — (139) 18,370 (67) 2,046,305 

Other assets 

Fair value of derivative 
contracts in receivable 
(liability) position, net 

Interest rate contracts 60,353 212,905 (d) 137,723 (d) — — — — (422,563) (2,582) 

Trading securities 

Modgage— and asset-
backed residential 44,128 (1,362) (e) 2,052 (e) — — — 131 (4,871) 40,078 

Available for sale securities 

Debt securities 

Mortgage-backed 
residential 989 — — 543 (104) 1,428 

Interests retained in 
financial asset sales 20,588 4,353 (f) ($99) 24,342 

Total assets $3,145,431 $269,040 $196,524 $543 $14,189 ($527) $18,501 ($545,517) $3,098,184 

Collateralized borrowings 

n.trtaLla int  =hoe: tc, e b t  
($972,068) $ (71,650) (b) $4,702 (b) 0_ 0— 0.-- $117,413 ($921,603) 

Other liabilities 

Liability for option to 
repimihase assets — (14,284) (a) — (14,204) 

Total liabilities ($972,068) ($71,650) $4,702 $.— ($14,284) $-- $117,413 ($935,887) 

Includes newly recognized fair value option elected conditional repurchase loans and !herniated liability. See Note 4 —Socuritizations and Variable Interest Entities 
for additional information. 

Fair value adjustment reported in other revenue, net, and related interest on loam and debt are reported in interest income and interest expense, respectively. 
Fair value adjustment reported in servicing asset valuation and hedge activities, net. 

See Note 14 — Derivative Instruments and Hedging Activities for location of fair value adjustments in our Condensed Consolidated Statement of Income. 
Fair value adjustment reported in gain (loss) on investment securities, net. Interest accretion on these assets is reported in interest income. 

Fair value adjustment reported in other revenue, net, and interest accretion on these assets is reported in interest income. 
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Nonrecurring Fair Value 

We may be required to measure certain assets or liabilities at fair value from time-to-time. These periodic fair value measures 

typically result from application of lower of cost or fair value or certain impairment measures. 'fhese items would constitute 

nonrecurring fair value measures. The table below presents those items which we measured at fair value on a nonrecurring basis. 

Total gains 
included in income 

Nonrecurring 	 Lower of cost from continuing 

fair value measures 	 Total 	or fair value 	operations for 
	  estimated 	or valuation 	the three months 

March 31, ($ in thousands) 	Level 1 	Level 2 	Level 3 	fair value 	allowance 	ended 

2012 

Mortgage loans held-for- 
sale (a) 5-- 5— $579,914 $579,914 (S56,780) 

Commercial finance receivables 
and loans, net (h) — 1,591 22,949 24,540 (16,605) 

Other assets 

Foreclosed assets (c) — 30,091 13,830 43,921 (12,050) 

Total $----- $31,682 $616,693 $648,375 (585,435) 

2011 

Mortgage loans held-for-
sale (a) 6— 6— $597,363 $597,363 ($50,477) 

Commercial finance receivables 
and loans, net (b) 13,042 59,793 72,835 (16,137) 

Other assets 

Foreclosed assets (c) 38,160 22,918 61,078 (8,776) 

Real estate and other 
investments (d) 1,579 1,579 n/rn 

Total 8— 652,781 8680,074 $732,855 ($75,390) 

n/m = not meaningful 

(a) Represents loam or pools of loans held-for-sale that are required to be measured at lower of cost or fair value, Only loam or pools of loans 
with fair valms below cost are included in the table above. The related valuation allowance represents the cumulative adjustment to fair value 

of those loans and pool of loans. 

(b) Represents the portion of the commercial portfolio Mathes been specifically impaired. The related valuation allowance represents the cumulative 

adjustment to fair value of those specific commercial finance receivables and loam and represents the most relevant indicator of the impact 
on earnings caused by the fair value measurement. The canying values are inclusive of the respective loan loss allowance. 

(c) The allowance provided for foreclosed assets represents any cumulative valuation adjustments recognized to adjust the assets to fair value less 
costs to sell. 

(d) Certain assets within the model home portfolio have been impaired and are being carried at (a) estimated fair value if the model home is under 

lease or (b) estimated fair value less costs to sell Witte model home is being marketed for sale. 

(e) We consider the applicable valuation to be the most relevant indicator of the impact on earnings 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. 

(f) The total loss included in earnings is the most relevant indicator of the impact on earnings caused by the fair value measurement 

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. 

n/m (e) 

n/in (e) 

s 

nint (e) 

8-- 

n/rn (e) 

n/m (e) 

n/rn (c) 

16 (f) 

616 

March 31, 2012 ($ in thousands) 

Level 3 
nonrecurring 	Valuation 
measurements 	technique 

Discounted cash 
flow 

Unobservable 
input 

Range 
(weighted 
average) 

Prepayment speeds 0.0-13.8% 

Default rate 2.2-17.4% 

Loss severity 47,5-98.5% 

Discount Rate 14.55% 

Assets 

Mortgage loans held-for-sale, net 
	

$ 	579,914 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

Fair Value Option for Financial Assets and Financial Liabilities 
We have elected to value certain financial assets and liabilities at fair value consistent with our intent to mitigate a divergence 

between our accounting results and our retained economic exposure related to these assets and liabilities. 

Financial assets and liabilities elected to be measured at fair value are as follows. 

On-balance sheet securifizations - We elected the fair value option for domestic on-balance sheet securitization trusts in 

which we estimated that the credit reserves pertaining to securitized assets could have exceeded or already had exceeded 

our economic exposure or were required to be consolidated upon the adoption of ASU 2009-17. The fair value option 

election was made at a securitizati on level and thus the election was made for both the consumer mortgage financereceivabl e 

and loans and the related securitization debt. 

The fair value elected loan balances are recorded within consumer finance receivables and loans, net, unless they are 

repurchased from a securi tization trust in which case they are recorded in mortgage loans held-for-sale. Our policy is to 

sepaiately record interest income on these fair value elected loans. The fair value adjustment recorded for consumer 

finance receivables and loans is classified as other revenue, net, and the fair value adjustment for rnortgage loans held-

for-sale is classified as gain on mortgage loans. 

The fair value elected securitization debt balances are recorded within collateralized borrowings in seemitization 

trusts. Our policy is to separately record interest expense on the fair value elected securitization debt, which is classified 

as interest expense. The fair value adjustment recorded for this debt is classified as other revenue, net. 

Government - and agency - eligible loans - We elected the fair value option for government- and agency-eligible 

consumer mortgage loans held-for-sale. This election includes government- and agency-eligible loans we fund directly 

to borrowers and government- and agency-eligible loans we purchase front Ally Bank. The fair value option was elected 

to mitigate earaings volatility by better matching the accounting for the assets with the related hedges and to maintain 

consistency with the fair value option election by Ally Bank given the level of affiliate Man purchase and sale activity 

between the entities. See Note 17 — Related Party Transactions for additional information. 

We carry fair value option-elected government- and agency-eligible loans within mortgage loans held-for-sale. 

Our policy is to separately record interest income on these fair value elected loans. Upfront fees and costs related to the 

fair value elected loans are slot deferred or capitalized. The fair value adjustment recorded for these fair value option-

elected loans is reported in gain on mortgage loans, net. The fair value option election is irrevocable once the loan is 

funded even if it is subsequently determined that a particular loan cannot be sold. 

Conditional repurchase option loans and liabilities - As ofJanuary 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. 

The conditional repurchase option allows 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 options that gives us the option to 

purchase the loan if it exceeds a prespeuified delinquency level. 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 are requited to 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 loans and liabilities that were 

recorded prior to January 1, 2011, were not fair value elected. 

The fair value elected conditional repurchase option loans are recorded within mortgage loans held-for-sale. The 

fair value adjustment is classified as other revenue, net. We du not recognize interest income on conditional repurchase 

option loans itittil the option is exercised and the loan is repurchased. 

The corresponding fair value elected liability is recorded in other liabilities. The fair value adjustment recorded for 

this liability is classified as other revenue, net. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

The following table summarizes the fair value option elections and information regarding the amounts recognized in earnings 

fbr each fair value option-elected item, 

Changes included in our Condensed Consolidated 
Statement of Income 

March 31, pi in thousands) 

Interest 

income 
(expense) 

(f1 ) 

Gain on 

mortgage 
loans, net 

Other 

revenue, 
net 

2012 

Assets 

Mortgage loans held-for-sale (a) $286 $243,407 5— 

Consumer mortgage finance receivables and loans, net 44,139 42,637 

Liabilities 

Collateralized borrowings 

On-balance sheet securitizations (25,900) (57,306) 

Liability for option to repurchase assets (213) 

Total 

2011 

Assets 

Mortgage loans held-for-sale (c) $221 $51,498 $98 

Consumer mortgage finance receivables and loans, net 54,021 19,246 

Liabilities 

Collateralized borrowings (30,801) (36,148) 

Total 

Change in 

Total 	fair value 

	

included in 	due to 
net income credit tisk (b) 

	

5243,693 	($490) (d) 

	

86,776 	(27 ,220) (e) 

	

(83,206) 	(7,306) (I) 

	

(213) 	490 (I) 

$247,050 

	

$51,817 	($18) (d) 

	

73,267 	(17,444) (e) 

	

(66,949) 	26,927 (f) 

$58,135 

(a) Interest income on consumer mortgage finance receivables and loans and mortgage loans held-for-sale is measured by multiplying the unpaid 

principal balance on the loans by the coupon rate and the number of days of interest due. Interest expense on the on-balance sheet securilizations 

is measured by multiplying the bond principal by the coupon rate and days interest due to the investor. 

(b) Factors othm- than credit quality that impact the fair value include changes in market interest rates and the liquidity or marketability in the 

current marketplace. Tower levels of observable data points in illiquid markets generally result in wide bid/offer spreads. 

(e) Includes the gain/loss recognized on fair value option-elected government- and agency-eligible assets purchased front Ally I3ank. 

(d) The credit impact for mortgage loans held-for-sale that are currently agency eligible is currently zero because the fair value option-elected 

OSE loans are salable, and any unsalable assets are currently covered by a government guarantee. The credit impact for non-agency eligible 

loans and related liability NIAS quantified by applying internal credit loss assumptions to cash flow models. 

(e) The credit impact for consumer mortgage finance receivables and loans was quantified by applying internal credit loss assumptions to cash 

flow models. 

(1) The credit inspect for on-balance sheet securitization debt is assumed lo be zero until our economic interests in a particular securitization is 

reduced to zero, at which point thc losses in the underlying collateral will be expected to bc passed through to third-party bondlmIders, bosses 

allocated to third-party bondholders, including Oranges in thy amount of losses allocated, will result in fair value changes due to credit. We 

also monitor credit ratings and may make credit adjustments to the extent any bond classes arc downgraded by rating agencies. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

The table below provides the fair value and the unpaid principal balance for our fair value option–elected loans and related 

collateralized borrowings. 

a in thousands) 

March 31, 2012 December 31, 2011 

Unpaid 
principal 

balance 

Fair value 

(a) 

Unpaid 
principal 

balance Fair value (a) 

Mortgage loans held–for–sale 

Total loans $76,796 $46,419 $84,099 $56,975 

Nonaccrual loans 57,916 28,293 53,502 27,297 

Loans 90+ days past due (b) 57,789 28,140 53,312 27,179 

Consumer mortgage finance receivables and loans, net 

Total loans $2,385,658 $832,094 $2,436,218 $835,192 

Nonacerual loans 510,437 213,935 (c) 506,300 209,371 (c) 

Loans 90+ days past due (b) 383,837 172,611 (c) 362,002 162,548 (c) 

Collateralized borrowings 

On-balanee sheet securitizations ($2,513,734) ($828,418) ($2,559,093) ($829,940) 

Other liabilities 

Liability for option to repurchase assets ($61,490) ($29,603) ($56.568) ($28,504) 

(a) Excludes accrued interest receivable. 

(b) Loans 90+ days past due ate also presented within the nonaccrual loans and total loans except those that are governinent insured and still 

accruing. 

(c) The fair value of consumer mortgage finance receivables and loans is calculated on a pooled basis; therefore, we allocated the fair value of 
nonaccmal loans and 90+ clays past due to individual loans based on the unpaid principal balances. 

14. Derivative Instruments and Hedging Activities 

We transact interest rate and foreign currency swaps, futures, forwards, options, swaptions, and TBAs in connection with our 

risk management activities. Our primary objective for executing these financial instruments is to mitigate our economic exposure 

to future events that are outside our control. These financial instruments are utilized principally to manage market risk and cash 

flow volatility associated with mortgage loans held–for–sale and MSRs, including our total return and forward flow agreements 

with Ally Bank. See Note 17 — Related Party Transactions for additional information. We do not transact derivative instruments 

for reasons beyond risk management. 

In addition to derivatives transacted as part of our risk management activities, we create derivative contracts as part of our 

ongoing operations. In particular, we frequently execute forward mortgage loan purchase and sale commitments with Ally Bank 

and financial institutions, respectively, principally to provide a future source of mortgage volume and dedicated exit channels. 

Additionally, we enter into commitments with mortgage borrowers that require us to originate a mortgage at a stated amount and 

rate; these are derivative contracts if our intent is ultimately to hold the originated loan for sale. We refer to commitments to purchase 

mortgage loans from Ally Bank and commitments to originate mortgage loans held–for–sale, collectively, as interest rate lock 

commitments (IRLCs). 

Thofollowing summarizes our significant asset and liability classes, the risk exposures for these classes, and our risk management 

activities utilized to mitigate certain of time risks. The discussion includes both derivative and nonderivative financial instruments 

utilized as part of these risk management activities. 

Interest Rate Sensitive Assets/Liabilities 

Mortgage loan commitments and loans held–for–sale — We are exposed to interest rate risk from the time an 1RLC is 

made, either directly or indirectly through the forward flow agreement with Ally Bank, until the time the mortgage loan 

is sold. Changes its interest rates impact the market price for the mortgage loan; as market interest rates decline, the value 

of exi sti »g IRLCs and mortgage loans held–for–sale increase and vice versa. The primary objective of our risk management 

activities related to IRLCs and mortgage loans held–for–sale is to eliminate or reduce any interest rate ri sk associated wills 

these assets. 

We enter into forward sale contracts of mortgage-backed securities, primarily agency TBAs, as our primary strategy 

to mitigate this risk. These contracts are typically entered into at the time the interest rate lock commitment is made. The 

value of the forward sales contracts moves in the opposite direction of the value of our 1RLCs and mortgage loans hel d-

for–sale. We may also use other derivatives, suds as options, and futures, to economically hedge certain portions of Ilse 

portfolio. Nondcrivative instruments, such as short positions on U.S. Treasuries, may also be used to economically hedge 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

the portfolio. We monitor and actively manage our risk on a daily basis; therefore trading volume can he significant. 

We do not apply hedge accounting to our derivative portfolio held to economically hedge our IRL,Cs and mortgage 

loans held-for-sale. Included in the derivatives on IRLCs and mortgage loans held-for-sale is the forward flow agreement 

withAlly Bank having a fair value of S(27.1) million and an outstanding notional of S6.3 billion at March 31,2012. Under 

the terms of the forward flow agreement, Ally Bank transfers the exposure to changes in fair value of specified pools of 

assets, in this case IRLCs and mortgage loans held-for-sale, to us. This agreement was terminated on April 30, 2012, 

See Note 17 Related Party Transactions for additional information. 

Mortgage servicing rights and other retained interests -- Our MSRs and retained interests are generally subject to loss 

in value when mortgage rates decline. Declining mortgage rates generally result in an increase in refinancing activity, 

which increases prepayments and results in a decline in the value of MSRs and other retained interests. To mitigate the 

impact of this risk, we maintain a portfolio of financial instruments, primarily derivatives, which increase in value when 

interest rates decline. The primary objective is to minimize the overall risk ofloss in the value of MSRs and other retained 

interests due to the cha»ge in fair value caused by interest rate changes and their interrelated impact to prepayments. 

We use a variety of derivative instruments to manage the interest rate risk related to MSRs and other retained interests. 

These include, but are not limited to, interest rate futures, call or put options on U.S. Treasuries, swaptions, mortgage-

bac ked securities (MBS) futures, U.S. Treasury futures, interest rate swaps, interest rate floors and caps. While we do not 

currently utilize nonderivative instruments (i.e., U.S. Treasuries) to hedge this portfolio, we have utilized them in the past 

and may utilize them again in the future. We monitor and actively manage our risk on a daily basis, and therefore trading 

volume can he significant. 

Included in the derivati ves hedging MSRs and retained interests is a total return swap with Ally Bank having a fair 

value of $29.4 million at March 31, 2012. Under the terms of the total return swap,Ally Bank transfers the total economic 

return of a specified portfolio of mortgage servicing rights owned by Ally Bank to as in exchange for a variable payment 

based on a fixed spread to LEBOR. This agreement was terminated on April 30, 2012. See Note 17 Related Party 

Transactions for additional hiformation. 

Debt — We monitor our mix of fixed and floating rate debt in relation to the rate profile of our assets. When it is cost 

effective to do so, we may enter into interest rate swaps to manage the interest rate composition of our debt portfolio. 

Typically, the significant terms of the interest rate swaps match the terms of the underlying debt resulting in an effective 

conversion of the mte of the related debt. 

In addition to these economic hedges, we also hold interest rate swaps that are hedging a portion of our fixed-rate 

senior unsecured notes. We utilize the interest rate swaps to hedge the fair value of the hedged debt balances. Wc elected 

to designate these as fair value hedges at inception. At December 31, 2011, we dedesignated our fair value swaps due to 

ineffectiveness. 

Foreign Currency Risk 

We have operations outside the United States. Our foreign subsidiaries maintain both assets and liabilities in local currencies 

that are deemed to be the functional currencies of these subsidiaries for accounting purposes. Foreign currency exchange rate gains 

and losses arise when assets or liabilities are denominated in currencies that differ from the entities functional currency and are 

revalued into the functional currency. In addition, our equity is impacted by the cumulative translation adjustments recognized in 

other comprehensive income resulting from the translation of foreign subsidiary results to U.S. dollars. Foreign currency risk is 

reviewed as part of our risk management process. The principal currencies creating foreign exchange risk are the U.K. Sterling and 

the Euro. 

Our current strategy is to economically hedge foreign currency risk related to assets and liabilities flint are denominated in 

currencies o» our U.S. dollar functional currency entities. The principal objective of the foreign currency hedges is to mitigate the 

earnings volatility specifically created by foreign currency exchange rate gains and losses. We hold forward currency contracts to 

mitigate risk against corrency fluctuation in the U.K. Sterling and the Euro. We have not elected to treat any foreign currency swaps 

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 liabilities. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

Credit Risk and Collateral Arrangements 

Derivative financial instruments contain an element of credit risk if eounterparties, including affiliates, are unable to meet the 

terms of their agreements, Credit risk associated with derivative financial instruments is measured as the net replacement cost should 

the counterparties that owe us under the contracts completely fail to perform under the terms of those contracts, assuming there arc 

no recoveries of underlying collateral, as measured by the fair value of the derivative financial instruments. At March 31, 2012 and 

December 31, 2011, the fair value of derivative financial instruments in an asset, or receivable position, were $3.6 billion and $4.9 
billion, including $2.2 billion and $3.2 billion with affiliates, respecti vely. See Note 17 — Related Party Transactions for additional 
information. 

We minimize the credit risk exposure by limiting our counterparties to those major banks and financial institutions that meet 
established credit guidelines and transacting with and through affiliates. Additionally, we reduce credit risk on the majority of our 

derivative financial instruments by entering into legally enforceable agreements that permit the closeout and netting of transactions 

with the same counterparty upon occurrence of certain events, lb further mitigate the risk of counterparty default, we execute 
collateral agreements with counterparties. The agreements require both parties to Maintain cash deposits in the event the fair values 

of the derivative financial instruments meet established thresholds. We have received easli deposits from counterparties totaling 

$578.7 million and $656.1 million at March 31, 2012 and, December 31, 2011, respectively, for derivative positions in an asset 

position to us. We have placed cash deposits totaling $1.1 billion and $1.1 billion at March 31, 2012 and December 31, 2011, 
respectively, in accounts maintained by counterparties for derivative positions in n liability position to us. The cash deposits placed 

and received are included in accounts receivable, other assets, and other liabilities. 

We are not exposed to credit risk related contingent features in any of our derivative contracts that could he triggered and 
potentially could expose us to future loss. 

Condensed Consolidated Balance Sheet Presentation 

The following table surninarizes the location and fair value amounts of derivative instruments reported on our Condensed 

Consolidated Balance Sheet. Tim fair value amounts are presented on a gross basis and are segregated between derivatives that are 

designated and qualifying as hedging instruments and those that arc not and furthcr segregated by type of contract within those two 

categories. 

a in thousands) 

March 31, 2012 December 31, 2011 

Fair value of derivative 
contracts in 

Notional 
amount 

Fair value of derivative 
contracts in 

Notional 
amount 

receivable 
position (a) 

payable 
position (b) 

receivable 
position (a) 

payable 
position (b) 

Economic hedges 

Interest rate risk 

MSRs and retained interests $3,554,216 ($3,893,704) $418,931,706 $4,811,804 ($5,011,576) $523,142,192 

Mortgage loans held—for—sale 16,115 (7,260) 9,040,618 8,770 (96,077) 17,323,000 
Debt 18,887 — 251,122 21,066 — 251,790 

Total interest rate risk 3,589,218 (3,900,964) 428,223,446 4,841,640 (5,107,653) 540,716,982 
Foreign exchange risk 2,439 (365) 160,748 520 (5,873) 3,157,000 
Non risk management derivatives 

Bank MSR swap 29,442 — 1,407,351 17,681 — 1,384,835 
Bank forward flow agreement — (27,105) 6,269,576 16,423 — 9,825,783 
Mortgage loan commitments 349 (3) 27,542 933 ( 5) 77,633 

Total derivatives $3,621,448 ($3,928,437) $436,088,663 $4,877,197 ($5,113,531) $555,162,233 

(a) Presented in other assets. 
(b) Presented in other liabilities. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

Condensed Consolidated Statement of Income Presentation 

The following table summarizes the location and amount of gains and losses from continuing operations reported in our 

Condensed Consolidated Statement of Income related to derivative instruments. Gains and losses are presented separately for 
derivative instruments designated and qualifying as hedging instruments in fair value hedges and non-designated hedging instruments. 

We currently do not have qualifying cash flow or foreign currency hedges. 

Three months ended March 31, a in thousands) 2012 2011 

Qualifying accounting hedges 

Gain (loss) recognized in earnings on derivatives 

Interest rate contracts 

Interest lucerne S— ($1,535) 

Gain (loss) recognized in earnings on hedged item 

Interest rate contracts 

Interest expense 1,813 

Total qualifying accounting hedges 278 

Economic hedges 
Risk management derivatives 

Gain (loss) recognized in earnings on derivatives 

Interest rate contracts 

Interest expense (1,633) (1,672) 

Gain on mortgage loans, net (52,099) (43,622) 

Servicing asset valuation and hedge activities, net 8,075 (203,625) 

Other revenue, net (369) — 

Total interest rate contracts (46,026) (248,919) 

Foreign exchange contracts 

Other noninterest expense, net 6,274 (1,298) 

Non-risk management derivatives 

Gain on mortgage loans, net (87,921) 134,512 

Servicing asset valuation and hedge activities, net 96,424 216,048 

Total derivatives ($31,249) $100,621 

Our derivative portfolios generally are reflected in the operating activities section of our Condensed Consolidated Statement 

of Cash Flows. Derivative fair value adjustments are captured in our Condensed Consolidated Statement of Income line itcms 

described in the table above and, accordingly, are generally reflected within the respective line items within the reconciliation of 

net income (loss) to net cash provided by operating activities section of our Condensed Consolidated Statement of Cash Flows. The 
remaining changes in derivative portfolio values arc generally reflected within the "net change in other assets" or "net change in 

other liabilities" line items on our Condensed Consolidated Statement of Cash Flows. 

15. Higher Risk Mortgage Loans and Credit Quality 

Historically, we originated and purchased mortgage loans that had contractual features that 'nay increase our exposure to credit 

risk and thereby result in a concentration of credit risk. These mortgage loans include loans that may subject borrowers to significant 

payment increases in the future, have negative amortization of the principal balance or have high loan–to–value ratios. 

The following table summarizes the gross carrying value of our higher-risk mortgage loans classified as held–for–sale and 

finance receivables and loans. 

(8 in thousands) March 31, 2012 December 31, 2011 

1-figh loan-to-value (greater than 100%) mortgage loans $475,415 $488,627 

Payment option adjustable rate mortgage loans 13,176 12,140 

Interest-oiny mortgage loans 286,740 293,975 

Below market initial rate mortgage loans 250,517 259,177 

Total carrying value of Ingher-risk mortgages $1,025,848 $1,053,919 

Included in the table above are $350.7 million and $362.5 million of high-risk mortgage loans held in on-balance sheet 

sceuritizations at March 31, 2012 and December 31, 2011, respectively. Our exposure on these loans is limited to the value of our 

retained interest. 
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Notes to Condensed Consolidated Financial Statements 
Residential Capital, LLC 

As part of our loss mitigation efforts and participation in certain governmental programs (e.g., the Making Home Affordable 

program), we may offer loan restructurings to borrowers. Due to the nature of restructurings, these loans are generally considered 

higher risk. Loan modifications can include any or all of the following; principal forgiveness, maturity extensions, del inquest interest 

capitalization and changes to contractual interest rates. Modifications can be either temporary or permanent. Temporary loan 

modifications are generally used to monitor the borrower's ability to perform under the revised terms over a specified trial period; 

if the borrower performs, it may become a permanent loan modification. We have historically performed loan modifications under 

our private modification program; however, more recently the majority of loan modifications are completed under government 

programs. The carrying value of our on-balance sheet modified mortgage loans was $1.4 billion and $1.2 billion as of March 31, 

2012 and December 31, 2011, respectively. These modified mortgage loans are included within mortgage loans held–for–sale and 
consumer finance receivables and loans. 

Nonperforming Assets 

Nonperforming assets include nonaccrual loans and foreclosed assets. The classification of a loan as nonperforming docs not 
necessarily indicate that the principal amount of the loan is ultimately uncolleetible in whole or in part. In certain cases, borrowers 

make payments to bring their loans contractually current and, in all cases, our mortgage loans are collateralized by residential real 
estate. As a result, our experience has been that any amount of ultimate loss for mortgage loans other than home equity loans is 
substantially less than the unpaid principal balance of a nonperforming loan. 

Delinquent loans expose us to higher levels of credit losses and therefore are considered highcr risk loans. The determination 

as to whether a loan falls into a particular delinquency category is made as of the close of business on the balance sheet date. The 
following table sets forth information concerning the delinquency experience in our mortgage loans beld–for–aale and consumer 
finance receivable and loans at carrying value. 

March 31, 2012 December 31,2011 
($ in thousands) Amount % of total Amount % of total 
Current $2,065,619 39.2% $2,003,928 38.0% 
Past due 

30 to 89 days 136,907 2.6% 137,590 2.6% 
90 days or more and still accruing interest (a) 72,727 1.4% 73,661 1.4% 
90 days or more conditional repurchase option loans (b) 2,352,657 44.7% 2,379,926 45.1% 
Nonaccrual 639,475 12.1% 677,250 12.9% 

Total 5,267,385 100% 5,272,355 100% 
Allowance for loan losses (12,183) (13,638) 
Total, net $5,255,202 $5,258,717 

(a) Loans that are 90 days or mom delinquent mid still seeming interest are govenunent insured. 
(b) We do not record interest income on conditional repurchase option loans. If These options were exercised nnd we acquired The loans, $2.3 

billion and 82.3 billion would be classified as 90 days or more and still accruing due to government guarantees ai March 31, 2012 
and December 31, 2011, respectively. The private-label conditional repurchase option loans of $99.3 million and $105.8 million would be 
classified as nonaecrual at March 31, 2012 and December 31, 2011, respectively. 

The following table presents the net carrying value of nonperfonning assets. 

($ in thousands) March 31, 2012 December 31, 2011 
Nonaccrual consumer 

1st Mortgage $440,963 $462,275 
Home equity 57,823 71,787 
Foreign 140,689 143,188 

Total nonnecrual consumer (a) 639,475 677,250 
Nonacental commercial 

Domestic — 
Foreign 41,145 12.534 

Total nonaccrual commercial 41,145 12,534 
Foreclosed assets 63,987 71,485 
Total nonperforming assets 8744,607 $761,269 

(a) Excludes loans subject to conditional repurchase options of $2.3 billion and S2.3 billion sold to Ohmic Mae guaranteed seeuritization's and 

$99.3 million and $105.0 million gold to off-balance sliest private-label securitization trusts at March 31, 2012 and December 31, 2011, 
respectively. The corresponding liability is recorded in other liabilities. See Note 3 — Securilizations and %Mettle Interest Entities lbradditiomil 
information. 
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16. Contingencies and Other Risks 

We currently estimate that it is reasonably possible losses over time related to the litigation matters and potential repurchase 

obligations and related claims described herein could be between $0.0 billion and $4.0 billion over amounts already recorded. This 

estimate is based on significant judgment and numerous assumptions that arc subject to change, which could be material. 

Mortgage Foreclosure Matters 

Settlements with Federal Government and State Attorneys General 
Agreement 

On February 9, 2012, Ally Inc., ResCap, and ,certain of our subsidiaries reached an agreement in principle with respect to 

investigations into procedures followed by mortgage servicing companies and banks in connection with mortgage origination and 

servicing activities and foreclosure home sales and evictions (the Settlement). On March 12, 2012, the Settlement was filed as a 
consent j udg !slept in the U.S. District Court for the District of Columbia. In addition, we separately reached an independent settlement 

with Oklahoma, which did not participate in the broader settlement described below, and agreements with two other states for other 

releases. 

In connection with the settlement wc paid $109.6 million to a trustee, for distribution to federal and state governments in March 

2012, In addition, we also paid $2.3 million in connection with the separate state agreements. We are also obligated to provide 

$200.0 million towards borrower relief, subject to possible upward adjustments as described below. This obligation for borrower 

relief will include loan modifications, including principal reductions, rate modifications, and refinancing for borrowers that meet 

certain 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 

principle 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 borrowers that are eligible for rate and 

principal modifications as of March 1, 2012. We are committed to provide loan modifications to all 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 of the solicitation, unless and until total borrower relief provided exceeds $250.0 

million. As of March 31,2012, no loan modifications have been completed. However, we are 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 is filed. In addition to the foregoing, we will be required to implement 
new servicing standards relating to matters such as foreclosure and bankruptcy information and documentation, oversight, loss 

mitigation, limitations on fees, and related procedural matters. Compliance wi th these obligations will be overseers by an independent 

monitor, who will have authority to impose additional penalties and fines if we fail 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 a nd Mortgage Electronic Registration Systems, 

or /vIERS), loan origination claims, claims brought by thc FDIC, and certain other matters. The Settlement also does not prevent 

elaims that may be brought by individual borrowers. 

Federal Reserve Board Civil Money Penalty 
On February 9, 2012, Ally Inc. and ResCap agreed with the Board of Governors of the Federal Reserve (FRB) on a civil money 

penalty (CMP) of $207.0 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 that may be approved by the FRB, 

While additional future cash payments related to the Clvfi) are possible if we are unable to satisfy the borrower relief requirements 

of the Settlement within two years, we murently expect that the full amount of the CMP will he satisfied through our commitments 

in connection with the Settlement. 
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Other Mortgage Foreclosure Matters 

Consent Order 

As a result of an examination conducted by the FRB and FDIC, on April 13, 2011 we entered into a Consent Order (the Consent 

Order) with the FRB and the FDIC. The Consent Order requires that we make improvements to various aspects of our residential 

mortgage loan-servicing business, including compliance programs, internal audit, communications with borrowers, vendor 

management, management information systems, employee training, and oversight by our Board of Directors. 

The Consent Order further requires GMAC Mortgage 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 ul ti mate impact of any deficiencies that have been or may be identifi ed i n our histori cal 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 affi davits, or to facilitate claims by borrowers alleging that they were harmed by our foreclosure practices 

(by, for example, foreclosing without offering an appropriate range ofaltemative home preservation options); additional regulatory 

fines, sanctions, and other additional costs; and reputations! 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. 

Loan Repurchases and Obligations Related to Loan Sales 

Overview 

We sell loans that take the form of securitizations guaranteed by the GSEs, securitizations sold to private investors, and to 

whole—loan investors. In connection with a portion of our private-label securitizations, the rnonolines insured all or some of the 

related bonds and guaranteed timely repayment of bond principal and interest when the issuer defaults. ln connection with 

securitizations and loan sales, the trustee for the benefit of the related security holders and, if applicable, the related monoline insurers 

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 at any time unless a sunset provision is in 

place. Upon discovery of a breach of a representation or warranty, the breach is corrected in a manner conforming to the provisions 

of the sale agreement. This may require us to repurchase the loan, indentnify the investor for incurred losses, or otherwise make 

the investor whole. We have entered into settlement agreements with both Fannie Mae and Freddie IVItte that, subject to certain 

exclusions, limit our remaining exposure with the CSEs. See Government-sponsored Enterprises below. We assume all of the 

customary representation and warranty obligations for loans purchased from Ally Bank and subsequently sold into the secondary 

market, generally through seeuritizations guaranteed by the GSEs. 

Originations 

The total exposure to mortgage representation and warranty claims is most significant for loans ori ginated 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 purchasing prime conforming 

and government—insured mortgages. In addition, we ceased offering interest—only jumbo umrtgages in 2010. Representation and 

warranty risk mitigation strategies include, but are not limited to, pursuing settlements with investors where economically beneficial 

in order to resolves 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), and seeking recourse against correspondent lenders from whom we 

purchased loans wherever appropriate. 

Demand/Claim Process 

After receiving a claim under representation and warranty obligations, we review the claim to determine the appropriate response 

(e.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 delinquent within the first 

fcw years following origination. Asa result of market developments over the past several years, investor repurchase demand behavior 

has changed significantly. OSEs and investors are more likely to submit claims for loans at any point in the loans life cycle. 

Representation and warranty claims are generally reviewed on a loan—by—loan basis to validate if there has been a breach requiring 
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a potential repurchase or indemnification payment We actively contest claims to the extent they are not considered valid. We 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 our underwriting and quality 

assurance practices and by servicing mortgage loans to meet investor standards. We bel ieve 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 impac t on the loan's performance. When loans are repurehased, we bear the related credit loss on the loans. Repurchased 

loans are classified as held-for-sale and initially recorded at fair value. 

The following table includes amounts paid to investors and monolines with respect to representation and warranty obligations. 

Three months ended March 31, (5 in thousands) 2012 2011 

Loan repurchases (UPB) 

OSEs $19,005 $43,582 

Private-label sec uri tizations insured (monoli nes) 4,038 14 

Private-label securitizations uninsured — 

Whole-loan investors 2,468 4,642 

Total $25,511 $48,238 

Indemnifications (make wholes) by investor 

GSEs $20,971 $15,517 

Private-label seeuri tizations insured (monoli nes) 1,835 

Private-label securitizations uninsured 

Whole-loan investors 6,402 24 

Total $27,373 $17,376 

The following table presents the total number and original unpaid principal balance of loans related to unresolved representation 

and warranty demands (indemnification claims and/or repurchase demands). The table includes demands that we have requested 

be rescinded but which have not yet been agreed to by the investor. 

(5 in millions) 

March 31, 2012 December 31, 2011 (a) 

Number 

of loans 

Original UPB 
of loans 

Number 

of loans 

Original UPB 
of loans 

Unresolved repurchase demands previously received 

GSEs 457 $89 357 $71 

Insured private-lable securitizations 

MBIA Insurance Corporation 7,314 491 7,314 490 

Financial Guaranty Insurance Company 4,826 382 4,608 369 

Other 937 70 730 58 

Uninsured private-lable securitizations 294 78 38 7 

Whole Loan Investors 561 85 475 74 

Total unpai d principal balance 14,389 $1,195 13,522 $1,069 

(a) Excludes 539.0 inillion of original UPS on loans where counterparties have requested additional documentation as part of individual loan 

file reviews. 

We are currently in litigation with MBIA Insurance Corporation (MBIA) and Financial Guaranty Insurance Company (FGIC) 

with respect to certain representation and warranty matters related to certain of our private-label securitizations. Historically we 

have requested that most of the demands be rescinded, consistent with the claini/deinand process described above. As the litigation 

process proceeds, additional loan reviews are expected and will likely result in additional repurchase demands. 

Liabilhy for Representation and Warranty Obligations 
The liability for representation and warranty obligations reflects management's best estimate of probable lifetime loss. We 

consider historical and recent demand trends in establishing the reserve. The methodology used to estimate the reserve considers a 

variety of assumptions i»cluding borrower performance (both actual and estimated future defaults), repurehase demand behavior, 

historical loan defect experience, historical mortgage insurance rescission 6tperi ence, 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 eases where we do not have or have limited current or historical deinand experience with an investor, il is difficult to piediot and 

estimate the level and timing of any potential future demands. in such eases, we may not be able to reasonably estimate losses, and 

a liability is not recognized. Management monitors the adequacy of the overall reserve and makes adjustments to the level of reserve, 
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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 other liabilities and recorded 

as a component of gain on mortgage loans, net. We recognize changes in the liability when additional relevant information becomes 

available. Changes in the estimate are recorded as representation and warranty expense, net. At March 31,2012, the liability relates 

primarily to non—GSE exposure. 

't he following table summarizes the changes in our liability for representation and warranty obligations. 

a in thousands) 2012 2011 

Balance at January I, $824,776 8830,021 

Provision for representation and warranty obligations 

Loan sales 4,410 5,895 

Change in estimate 19,459 26,000 

Total additions 23,869 31,895 
Realized losses (a) (42,181) (33,692) 
Recoveries 4,341 2,063 
Balance at March 31, $810,805 8830 287 

(a) Includes principal losses and accrued interest on repurchased loans, indemnification payments, and settlements with investors. 

Government—sponsored Entities 

Between 2004 and 2012, we sold $441.0 billion of loans to thc GSEs. Each EISE has specific guidelines and criteria for sellers 

and servicers of loans underlying their securities. In addition, the risk of credit loss of the loans 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. Our 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. We 

consider our experiences with the GSEs its evaluating our liability. 

The following table summarizes the changes in the original unpaid principal balance related to unresolved repurchase demands 

with respect our GSE exposure. The table includes demands that we have requested be rescinded but which have Itot been agreed 
to by the investor. 

(8 in millions) 2012 2011 (a) 

Balance at January 1, $71 $170 
New claims 128 102 

Resolved claims (b) (60) (133) 
Rescinded claims/other (50) (41) 
Balance at March 31, $89 $98 

(a) Excludes 822.0 million of original UP13 on loans where counterparties have requested additional documentation as part of individual loan file 
reviews. 

(b) Includes settlements, repurchased loam and claims under which indemnification payments are made. 

We have settled our repurchase obligations relating to most of the mortgage loans sold to Freddie Mac prior to January I, 2009. 

This agreement does not release any of our obligations with respect to exposure for private-label MBS in which Freddie Mac had 

previously invested, loans where our affiliate, Ally Bank is the owner of the servicing, as well as defects in certain other specified 

categories of loans. Further, we continne 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. 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 serviced by 011C of our subsidiaries, the purchase, origination, or sale of which all involve a common actor who 

committed fraud; (iii) "non-loan-level" representations and warranties which refer to representations and warranties that do not 

relate to specific mortgage loans (examples of such non-loan-level representations and warranties include the requirement that our 

subsidiaries meet certain standards to be eligible to sell or service loans for Freddie Mae or our subsidiaries sold or serviced loans 

for market participants that were not accept able to Freddie Mae); 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 Freddie Mac required us or our subsidiary to repurchase that loan beeatme of the ineligibility, Freddie Mae would 

pity any net loss we suffered on any later liquidation of that mortgage loan. 
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We have received subpoenas from the Federal Housing Finance Agency (FRFA), which is the conservator of Fannie Mae and 

Freddie Mac. The subpoenas relating to Fannie Mae investments have been withdrawn with prejudice. The FFIFA indicated that 

documents provided in response to the remaining subpoenas will enable the FHFA to determine whether they believe issucrs of 

private-label MBS are potentially liable to Freddie Mae 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 do 

so in the future. The FLIFA has commenced securities and related common law fraud I itigation against us and certain of our subsidiaries 

with respect to certain of Freddie Mac's private-label securities investments. 

We have settled our repurchase obligations related to most of the mortgage loans we sold to Fannie Mae prior to June 30, 2010. 

The agreement also covers potential exposure for private-label MBS in which Fannie Mae had previously invested. This agreement 

does not release any of our obligations with respect to loans where our affiliate, Ally Bank, is the owner of the servicing, as well as 

for defects its certain other specified categories of loans. Further, we continue to be responsible for other contractual obligations we 
have with Fannie Mae, including all indemnification obligations that may arise in connection with the servicing of the mortgages, 

and we continue to he obligated to indemnify Fannie Mae for litigation or third party claims (including by borrowers) for matters 

that may amount to breaches of selling representations and warranties. These other specified categories include, among others, (i) 

those that violate anti-predatory laws or statutes or related regulations or that otherwisc violate other applicable laws and regulations; 

(ii) those Mat have non-curable defects in title to the secured property, or that have eurable title defects, to the extent our 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, originations, 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 wi thout 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 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 Securilizations (PLS) 

In general, representations and 'warranties provided as part of our private—label seeuritization activities are less rigorous than 

those provided to the GSEs and generally impose higher burdens on investors 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 are required to coordinate 
with other investors in that class comprising no 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 

or circumstances that reveal a breach of representation that materially and adversely affects the interest of the certificate holders. 

Regarding our securitization activities, we 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 

pursuant to applicable agreements that we repurchase loans or make the investor whole for losses incurred if it is determined that 

we violated representations and warranties made at the time of the sale, provided that such violations materially and adversely 

impacted the interest of the investor. Contractual representations and warranties are different based on the specific deal structure 

and investor. It is our positions that litigation of these matters must proceed on a loan by loan basis. This issue is being disputed 

throughout the industry in various pending litigations 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 issucs 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 Mans. 

Insured Private-label Securitizations (Monnline) 

Historically, we have sec uri tized loans where the monolines insured all or some of the relined bonds and guaranteed the timely 

repayment of bond principal and interest when the issner defaults. Typically, any alleged breach requires the insurer to have both 

the ability to assert n claim as well as evidence that a defect has hind 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, we sold $42.7 billion of 

loans in to these monol i ne—wrapped see uri tizati ona . 
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We are currently itsl itigationwithMBlAand PGIC in connection with our representation and warranty obl igati ons„ and additional 

litigation with other monolines is likely. 

The following table summarizes the changes in the original unpaid principal balance related to unresolved repurchase demands 

with respect our Monohne exposure. The table includes demands that we have requested be rescinded but which have not been 

agreed to by the investor. 

a in millions) 2012 2011 	(a) 

Balance at January 1, $917 5661 

New claims (b) 28 14 

Resolved claims (e) (2) (8) 
Rescinded claims/other — 

Balance at March 31, $943 $667 

(a) Excludes 19.0 million of originallIPB on loans where counterparties have requested additional documentation as port of individual loan file 
reviews. 

(h) Substantially all relate to claims associated with the 2004 through 2007 vintages. 
(c) Includes settlements, repurchased loam and claims under which indemnification payments are made. 

Uninsured Private—label Securitizations 

Historically, we sccuritized loans where all or some of the related bonds wore uninsured. Wc arc required to make customary 

representations and warranties about the loans to the investors and/or securitization trust. Typically, any alleged breach of 

representations tuxi warranties requires the holder of the security to assert a claim as well as evidence that a defect has had a material 

and adverse effect on the interest of the security holder. During the period 2004 through 2007, we sold $182.1 billion of loans into 

these uninsured private-label seeuritizations. Claims associated with uninsured PLS were historically sel f identified and constituted 

an immaterial portion of new claims. These claims were historically included within the 'Whole loan/other' category. During the 

three months ended March 31, 2012, we received a repurchase request from a bond trustee with respect to one of our uninsured 

private-label securitizations for loans originated in 2006 with an original unpaid principal balance $70.0 million. This unpaid 

principal balance is not representative of expected fhture losses. 

The following table summarizes the changes in our original unpaid principal balance related to unresolved re pure hase demands 

with respect to our uninsured PLS exposure. The table includes demands that we have requested be rescinded but which have not 

been agreed to by the investor. 

Three months ended March 31, ($ 	 2012 	2011 (a) 
Balance at January 1, $8 	$3 
New claims 75 	 3 

Resolved claims (b) (4) 	— 

Rescinded claims/other (1) 
Balance at March 31. $78 	$6 

(a) Excludes S4.0 million of original 1.3PB on loans where counterparties have requested additional documentation as part of individual loan file 
reviews. 

(b) Includes losses, settlements, itnpainnents on repurchased loans, and indemnification payments. 

Whole—loan Sales 

The following table summarizes the changes in the original unpaid principal balance related to unresolved repurchase demands 
with respect to our whole-loan exposure. The ta ble includes demands that we have requested be rescinded but which have not been 

agreed to by the investor. 

($ in millions) 2012 	2011 	(a) 

Balance at January 1, S73 $85 

New claims (b) 22 13 

Resolved claims (e) (6) (7) 

Rescinded claims/other (4) (24) 

Balance at March 31, 885 $67 

00 Excludes 125.0 million of original UP13 on loans where counterparties have requested additional documentation as part of individual loan tile 
reviews. 

(b) Includes 821.9 million and 113.0 million in new claims associated with Me 2004 through 2007 vintages in 2012 and 2011, respectively. 

(c) Includes settlements, repurchased loam and claims under which indemnification payments are made. 
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Private Mortgage Insurance 

Mortgage insurance is required for certain consumer mortgage loans sold to the OSEs and certain securilization trusts and may 

have been in place thr consumer mortgage loans sold to whole-loan investors. Mortgage insurance is typically required for first-

li en consumer mortgage loans having a loan-to- val ue ratio at origination of greater than 80 percent. Mortgage 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, we assess the notice and if appropriate, we refute 

the notice, or if the notice cannot be refuted, we attempt to remedy the defect. In the event the mortgage insurance cannot be 

reinstated, we may be obligated to repurchase the loan or provide an indemnification payment in the event of a loss, subject to 

contractual limitations. While we ma ke every effort to reinstate the mortgage insurance, we have had limited slitil;ess and as a resell, 

most of these requests result in rescission of the mortgage insurance. At March 31, 2012, we have approximately $173.4 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 ns. We are named as defendants in a number of legal actions, and we are occasionally involved in 

governmental proceedings arising in connection with our respective businesses. Some of the pending actions purport 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 tlie 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 than any amounts reserved for the claims. We recorded a liability for probable legal 

claims of $99.6 million and $94.5 million at March 31, 2012 and December 31, 2011, respectively. 

FGIC Litigation 

On November 29, 2011, MC filed three complaints against ResCap in New York County Supreme COult In two of these 

eases, both entitled Financial Guaranty Insurance Company v. RFC et al., FGIC alleges that defendants breached their contractual 

representations and warranties relating to the characteristics of the mortgage loans 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 records. 

In the third ease, entitled Financial Guaranty Insurance Company v. GMAC Mortgage LLC, et al., FOIC 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 inducement 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 ease 8, FGIC seeks, among other relief, reimbursement of all sums it paid under the various policies and 

an award of legal, reseissory, 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 a RFC-sponsored transaction. This complaint, entitled Financial Guaranty Insurance Company v. Ally Finaacial, 
Inc., et al., names RFC and ResCap, and seeks various forms of declaratory and monetary relief. The complaint alleges that the 

defendants arc alter egos of one another, fraudulently induced FOIC's agreement to 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 FOIC by refusing its requests for information and documents. 

On December 27, 2011, FG1C filed three additional complaints in New York County Supreme Court against ResCap and RFC. 

These complaints seek relief nearly identical to that of FGIC's previously tiled cases and contain substantially similar allegations. 

In particular, FOR: alleges that the defendants, acting as alter egos of each other, fraudulently induced MC to enter into seven 

separate insurance and indemnity agreements and breached their contractual obligations tinder seine. 

Since January 1, 2012, FOIC has filed five new complaints in federal court naming some combination of Ally Inc., ResCap, 
Ally Bank, RFC, and GMAC Mortgage. The fi ve 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 FOIC's previously filed eases 

and contain substantially similar allegations. In particular, FOIC alleges that the defendants, acting as alter egos of each other, 
fraudulently indneed MC to enter into seven separate insurance and indemnity agreements and breached their contractual obligati ons 

under same. In addition, FGIC amended its first-filed complaint to name Ally Inc. as a defendant. 

All of the FOIC eases arc now yenned 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 ease. 
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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. RIC and Homecomings, 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 RFC and Homecomings for $4.0 million in 

compensatory damages (plus pre- and post-judgment interest and attorneys' fees) and against RFC for $92.0 million in punitive 

damages. In a November 2010 decision, the Missouri Court of Appeals affirmed the compensatory damages but ordered a new trial 

on partitive 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 sateen of plaintiffs' remaining claims, including plaintiffs' 

already-awarded attorneys' fees 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. 

Private—label Securitizations — Other Potential Repurchase Obligations 

When we sell mortgage loans through whole-loan sales or securitizations, we are required to make customary representations 

and warranties about the loans to the purchaser and/or securitization trust. These representations and wananties 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 at any time over the life of time loan. Breaches of these representations and warranties have resulted in a requirement 

that we 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. 

Private-label Securities Litigation 

We and certain of our subsidiaries have been named as defendants in several cases relating to our various roles in MBS offerings. 

The plaintiffs generally allege that the defendants made misstatements and omissions in registration statements, prospectuses, 

prospectus supplements, and other documents related to the IvMS offerings. The alleged misstatements and omissions typically 

concern underwriting standards for residential mortgage loans. Plaintiffs generally claim that such misstatements and omissions 

constitute violations of state and/or federal securities law and common law including negligent misrepresentation and fraud. Plaintiffs 

seek monetary damages and rescission. Set forth below are descriptions of the most significant of these legal proceedings. 

Regulatory 

Our origination, purchase, sale, sccuritization and servicing business activities expose us to risks of noncompliance with 

extensive federal, state, local and foreign laws, rules and regulations. Our business activities are also governed by, among other 

contracts, pri mary and master servicing agreements that contain covenants and restrictions regarding the performance of our servicing 

activities. Om failure to comply with these laws, rules, regulations and contracts can lead to, among other things, loss of licenses 

and approvals, an inability to sell or securitize loans, demands for indemnification or loan repurchases from purchasers of loans, 

demands for indemnification or other compensation from investors in our securitizations, fines, penalties, litigation, including class 

action lawsuits, and governmental investigations and enforcement actions, including, in the case of some violations of law, possible 

criminal liability. 

GMAC Financiers, our wholly-owned subsidiary operating in Mexico, incurred losses during the year which reduced its capital 

stock and its shareholders equity by more than two-thirds. At March 31, 2012, the amount of the deficiency is $71,4 million. Until 

this deficiency is cured, GMAC Financiera falls within one of the causes for dissolution under Mexican law. 

Other Contingencies 

We are subject to potential liability tinder various other exposures including tax, nonrecourse loans, self-insurance, and other 

miscellaneous contingencies. We establish reserves for these contingencies when the item becomes probable and the costs can bc 

reasonably estimated. The actual costs of resolving these items may be subatantially higher or lower than the amounts reserved for 

any one item. Based on information currently available, it is the opinion of management that the eventual outcome of these items 

will not have a material adverse effect on our consolidated financial condition, results oloperations, or cash flows. 
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1.7. Related Party 'Pransactions 

Balance Sheet 

A summary of the balance sheet effect of our transactions with Ally Inc., Ally Bank, and other affiliates were as follows. 

a in thousands) March 31, 2012 December 31, 2011 

Assets 

Mortgage loans held–for–sale —. purchased from Ally Bank $23,624 $13,518 

Mortgage loans held-for-sale — contributions from Ally Inc. (carry value) (a) 620,611 645,357 

Other Assets 

Restricted cash deposits -- Ally Bank 81,879 112,458 

Derivative collateral placed with Ally IM 1,079,022 1,008,262 

Fair value of derivative instruments 

MSR swap — Ally Bank 29,442 17,681 

Receivable (Payable), net .-- Ally Bank 20,785 (21,001) 

Receivable from other affiliates 2,125 2,046 

Liabilities 

Borrowings — Ally Inc. Senior Secured Credit Facility (b) $751,849 $757,767 

Borrowings — Ally Inc. LOC (b) 430,696 185,064 

Borrowings — BMMZ Repo (b) 250,416 250,351 

Other Liabilities 
Liability for loans sold with recourse — Ally Bank (c) 5,976 6,773 

Fair value of derivative instruments 

Forward flow agreement —Ally Bank 27,105 (16,423) 

Ally 1M (d) 954,824 1,049,420 

Payable to Ally Inc. (e) 4,194 31,019 

Other activity 

Lonns (UPB) sub-serviced — Ally Bank $140,799,853 S143,172,634 

Servicing escrow/deposits for off-balance sheet loans — Ally Bank 2,273,975 2,003,745 

Home Equity Loans (UPB) subject to indemnifications — Ally Bank (c) 56,571 58,512 

Income tax (receipt) payment —Ally Inc. (f) (4,550) 37,498 

(a) Amount represents the canying value of the loans contributed frosiAlly Inc. in 2009. The UPB of these loans is $1.5 billion and $1.6 billion 

at March 31, 2012 and December 31, 2011, respectively. 
(b) Includes principal balance of debt outstanding plus accrued interest 
(e) Relates to an indemnification agreement with respect to a portfolio of second lien home equity loans with an original UPB of $166.0 million. 

Tins agreement expired in April 2012. 
(d) Includes the fair value of forwards, TBAs and swaptions executed in connection with hedging of our mortgage loans held–for–sale, retained 

interests and MSRs. Also includes the fair value of hedges related to our foreign currency exposure. See Note 14 — Derivative Instruments 

and Hedging Activities for additional information. 
(e) Includes costs for personnel, information teclutology, conununications, corporals marketing, procurement and services related to facilities 

incurred by Ally Inc. and allocated to us. 

(f) See Note 12 - Income taxes for additional infonnation. 
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Statement of Comprehensive Income 

A summary of the income statement effect of our transactions with Ally Inc., Ally Bank and other affiliates were as follows. 

Three months ended March 31, ($ is, thousands) 2012 2011 
Net financing revenue 

Interest inconm On cash deposits — Ally Bank $221 $290 
Interest expense — Ally Inc. Senior Secured Credit Facility 5,746 6,234 
Interest expense — Ally Inc. LOC 2,223 4,177 
Interest expense 	BM1\42. Repo 3,169 
Interest expense — Ally Bank 385 
Other revenue 

(Loss) gain on mortgage loans, net — delivative instruments with Ally IM (58,889) 56,980 
(Loss) gain on mortgage loans, net — Ally Bank (87,339) 134,468 
Gain on mortgage loans, net — Ally Securities, LLC (c) 4,501 
Servicing fees — Ally Bank 11,767 7,614 
Servicing assets valuation and hedge activities, net — derivative instruinents with Ally 1M (32,246) (174,499) 
Servicing assets valuation and hedge activities, net — derivative instruments with Ally Bank 96,424 216,048 
Loan brokerage fees 	Ally Bank (a) 23,343 9,496 
Provision expense — Ally Bank (b) (8) 860 
Noninterest expense 

(Loss) on foreign currency — derivative instruments with Ally Inc. (7,330) (169) 
Management fees — Ally Toe. 29,558 16,915 
Custodial fees — Ally Bank 1,985 1,846 
Allocated expenses — Ally Bank 72 125 
Other activity 

Loans purchased (UPB) under the MMLPSA — Ally Bank (d) $10,137,301 $14,640,058 
Loans sold (UPB) under the MMLPSA — Ally Bank 43,052 7,543 

(a) Under the terms of a broker agreement with Ally Bank, we provide loan processing services to support Ally's loan origination and purchase 
activities as well as loan closing services. 

Relates to provision expenses associated with the Mdenutification agreement with respect to a portfolio of second lien home equity loans. This 
agreement expired in April 2012. 

(c) Relates to mortgage and asset–backed securities brokered to Ally Securities, LLC for underwriting, distribution and capital markets liquidity 
services. 

(d) Includes repurchased loans or $0.6 million and $4.2 million as of March 31, 2012 and 2011, respectively. 

Statement of Changes in Equity 

A summary of the changes to the statement of equity related to ottr transactions wills Ally Inc., Ally BO nk and other affiliates 
were as follows. 

Three months ended March 31, ($ in thousands) 
	

2012 	2011 
Equity 

Capital contributions — Ally Inc. (a) 	 $196,500 	$109,405 

(a) Represents capital contributions from Ally Inc. through the forgiveness of Ally Inc. LOC borrowings. 

Other Significant Affiliate Agreements 

We are party to an ISDA 2002 MasterAgreement with Ally IM, a subsidiary ofAlly Inc., whereby we enter into foreign exchange 

and interest rate hedging transactions (the ISDA Agreement) and a Master Seeurities Forward Transaction Agreement (the Forward 

Agreement and with the ISDA Agreement, the Derivative Agreements) whereby we aglec to sell certain mortgage-backed securities 

to Ally IM from lime to time on a forward basis. We also entered into a Guarantee and Master Netting Agreement with Ally IM 

whereby thc parties agreed to aggregate, act, and set off the Derivative Agreements and the Ally Inc. LOC. In connection with the 

Derivative Agreements, we cross-collateralize the respective obligations and have granted a security interest to Ally IM in any cash 

or other property posted, or required to be posted, as collateral by na We expect to transact virtually all of our hedging transactions 
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with Ally IM in the future. 

On December 5, 2011, we entered into an agreement with Ally Inc, and GMAC Mortgage Group (Me Agreement), whereby 

we agreed to certain terms and conditions ia respect of ongoing loan sales by Ally Bank to us under the terms of our Master Mortgage 

Loan Purchase and Sale Agreement (MMLPSA) with Ally Bank. In accordance with the Agreement, we have instructed the GSEs 

to deliver, free and clear of all liens and encumbrances, mortgage-backed securities received from the GSEs in connection with our 

loan sales to them (New MBS)direetly upon issuanee into an account ofAlly IM for the benefit of Ally Bank and GMAC Mortgage 

Group. We have granted Ally Bank and GMAC Mortgage Group security interests in loans purchased front Ally Bank and all 

proceeds from the sale of the New MBS. All proceeds from the sale of the New NIBS are paid without setoff, recoupment or other 

reduction by Ally IM directly to Ally Bank, Ally Bank remits to us proceeds, if any, in excess of the purchase price of loans sold 

to us under the MMLPSA, and we remit to Ally Bank the amount of any shortfall in such proceeds necessary to pay the purchase 

price of the loans. On April 25, 2012, we entered into a Pledge and Security Agreement among ResCap, GMAC Mortgage, Ally 

Inc., GMAC Mortgage Group, Ally Bank and Ally IM (the Pipeline Security Agreement) in connection with these conditions. See 

Mansactions with Ally Bank, below, for additional information regarding the MMLPSA agreements. 

Transactions with Ally Bank 

I hider the terms of our Broker Agreement with Ally Bank, we act in a broker capacity and provide loan processing services to 

Ally Bank to support its origination and purchase of loans, as well as loan closing Services. The BrokerAgreement has no mandatory 

expiration date and can be terminated by either party with 30 days notice. Under the terms of the Broker Agreement, loans meeting 

the underwriting standards of Ally Bank are originated (funded) by Ally Bank, while loans not meeting those standards may be 

originated by us and sold directly into the secondary market. We also provide certain representations and warranties and 

indemnifications to Ally Bank with respect to brokered loans. The Broker Agreement was amended April 30, 2012 and is effective 

May 1, 2o12. 

Under the terms of the MIvILPSA with Ally Bank, we purchase first- and second-lien mortgage loans held-for-sale from Ally 

Bank. We sell and deliver such mortgage loa»s into the secondary market primarily through Fannie Mae and Freddie Mae 

securilizations and Ginnie Mae insured securitizations. The MMLPSA has no mandatory expiration date and ean be terminated on 

30 days notice by Ally Bank or immediately if agreed by both parties. Under the IvIlvIIPSA, we purchase loans from Ally Bank 

and recognize gains or losses on the sale of mortgage loans as they are sold by us into the secondary market. Loans purchased by 

us pursuant to the M1VILPSA include mortgage loans originated by third parties and purchased by Ally Bank (correspondent lending); 

loans originated directly by Ally Bank; and mortgage loans originated by us and sold to Ally Bank pursuant to a loan sale agreement 

(the Client Agreement). Effective May 1,2012, the MMLPSA and Client Agreement were amended and restated. Under the terms 

of the New IVIMLPSA, effective May 2012, we have an obligations to purchase all FHA and VA Ginnie Mae insurable loans originated 

or purctosed by Ally Bank. We will no longer purchase Fannie Mae and Freddie Mac eligible loans that Ally Bank originates or 

purchases. Loans purchased under the NewMIvILPSA are On a inalree0 arse, service released basis. To the extent any loan purchased 

by us under the new MMLPSA is determined to be ineligible or uninsurable for purposes of Ginnie Mae certification, Ally Bank 

will cure the defect, if curable, Or repurchase the loan at the current unpaid principal balance plus accrued interest. 

We were coonterparty to a forward flow agreement for mortgage loans held-for-sale and interest rate lock commitments held 

by Ally Bank that ultimately were sold to us under the IVIIVILPSA. The forward flow agreement transferred the exposure to changes 

in fair value of Al ly Bank's mortgage loans held-for-sale and interest rate lock commitments to us. We hedged our exposure to the 

forward flow agreement consistent with the hedging of our own mortgage loans held-for-sale and interest rate lock commitments. 

The forward flow agreement was terminated effective April 30, 2012. 

We were counterparty to a MSR Total Retain Swap (the MSR Swap) which transferred the total economic return of MSRs 

owned byAlty Dank to us in exchange for a variable payment based upon a fixed spread to LIBOR. The fixed spread to LIDOR is 

periodically evaluated against available market data. We hedged our exposure to the MSR Swap consistent with the hedging of our 

own MSRs. The MSR Swap was terminated effective April 30, 2012. 

We were party to an ISDA 2002 Master Agreement with Ally Bank governing the forward flow am eemei it and MSR Swap. 

We also entered into an Agreement to Set 011 Obligations (the Netting Agreement) which provided Ally Bank the right, but not the 

obligation, to set off any obligation that we had to Ally Bank against any obligation of Ally Bank to us. The ISDA 2002 Master 

Agreement and the Netting Agreement were terminated effective April 30, 2012. 

Under the GSE servicer guides, the seller and servicer of mortgage loans equally sham in customary representation and warranty 

obligations. We assume all of the representation and warranty obligations for bans we purchased from Ally Bank under Me IvIlvILPSA 

tltat we subsequently sell through an Agency securitization or otherwise sell into the secondary market. 'fo the extent these loans 

were originated by third parties and purchased by Ally Bank and subsequently sold to us under the MMLPSA we pursue recovery 

of losses front the third parties under breach of customary representation and warranties. Pursuant to the Client A grce Meat , we elSO 
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provide certain representations and warranties and indemnifications to Ally Bank with respect to those loan transactions. For loans 

that are not eligible to be sold to the GSEs that reach certain delinquency thresholds or which are otherwise in breach of sale 

representations and warranties contained in the Client Agreement, we repurchase loans from Ally Bank at their carrying cost. 

GM.AC Mortgage is designated as subservicer for loans held by Ally Bank and loans sold to us under the MMLPSA where 

Ally Bank retained the servicing rights (Servicing Agreement). Under the Servicing Agreement, GMAC Mortgage performs all 

customary mortgage loan servicing activities, including but not limited to, collection of borrower remittances, loss mitigation and 

foreclosure processing activities. The term of the Servicing Agreement automatically renews for a one year term on an annual basis, 

unless notice of termination is provided by either party with 120 days prior notice. We receive subservice fees which are generally 

based on the average daily balance of subscrviced loans which differ by loan type and delinquency status. 

In the first quarter of 2008, Ally Bank purchased a portfolio of second-lien borne equity loans from us. We provided an 

indemnification to Ally Bank whereby we reimburse Ally Bank at such time as any of the loans covered by this agreement are 

charged off; typically when the loan becomes 180 days delinquent. The indemnification expired in Apnl 2012. 

In connection with our Settlement obligations Ally Bank has agreed to participate in borrower relief programs and activities 

with respect to their loan portfolios. We have recorded a liability of $83.5 million at March 31,2012, it) comeetion with lossesAlly 

Bank is expected to incur in connection with the programs, To the extent activities under the borrower relief programs are consistent 

with activities currently permitted under our sub-servicing agreement, Ally Bank will not seek to be reimbursed or indemnified for 

any losses it incurs in connection with these borrower relief activities. See Note 16 —Contingencies and Other Risks tbr additional 

information rel ated to the Settlement. 

18.Regulatory Matters 

Certain subsidiaries associated wills our mortgage and real estate operations are required to maintain regulatory net worth 

requirements. Sec Note 8 — Borrowings for additional information. Failure to meet minimum capital requirements can initiate 

certain mandatory actions by federal, state, and foreign agencies that could have a material effect on our results of operations and 

financial condition. These entities were in compliance with these requirements as of March 31, 2012. 

Certain of our foreign subsidiaries operate in local markets as either banks or regulated finance companies and are subject to 

regulatory restrictions. These regulatory restrictions, among other things, require that our subsidiaries meet t:ertain minimum capital 

requirements and may restrict dividend distributions and ownership of certain assets. As of March 31, 2012, compliance with these 

various regulations has not had a material adverse effect on our financial condition, results of operations or cash flows. 

19.Subsequent Events 

Events subsequent to March 31, 2012, were ovaluated through May 1, 2012, the date on which these Condensed Consolidated 

Financial Statements were issued. 
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Status of First Quarter Review 

As of April 30 (the mailing date of this report), our review of Residential Capital, LLC's ("ResCap" or the Company") 

condensed consolidated interim financial statements for the period ended March 31, 2012 is substantially 

complete. 

The most significant items that remain open as of April 30 are: 

• Final review of the interim financial statements 

• Inquiries of Management regarding subsequent events and strategic alternatives 

• Receipt of Management's signed representation letter 

• Receipt of our signed engagement letter 

This document provides a summary of our status as of April 30. Matters discussed may change due to further 

analysis by Deloitte and Management, or additional matters may arise during the completion of our review 

procedures and through the date on which the financial statements are made available to the Company's 

bondholders. We will inform the Audit Committee of any significant matters that arise prior to the delivery of our 

review report. 
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Review Results 

 

Results 

: 
oarresponsibiiity,uhderthe...s8ndards:cif:the.AICPA With respect to 0: revionttif interith 

finariCials, inforrnatiorthaS: ..been deSbribedtO in our engagernentletterCiated . APril 

that :letteri  the.:Objectiyebf a reVieviiif 

. information:performed in accordance with interim review standards is to proAde us:: . 	 . 	. 	 . 	 . 
besiSf6ebbriinitiniCatingWhether we ae4.:aWare Of any Material fribdifiCationS 

thet!ShoOld :heMade : O.the :i interiMs!irienCia(infOrrnation fo,e itto Conforrn with::: 

a.C .C.00ntiriprinciPlesgeneraliy:0Cceptedinithexinited sttes Of Arrierica 

aCCepted acCountingppriciP .:16) 

. 	. 	. 
Based on the resuits of our review procedures to date we are not aware of any 

material modifications that should be made to the company's interim financial 

statementS br disclosureS for .thern tO .be in conformity with generally accepted 

accounting Standards; 
• 	 :. 	 .••• 	 •• 	••• 

Appendix A containsa.draft of the interim review report we expect to issue. 

Matters to be Communicated 

Our responsibility under the 

standards of the AICPA 

in accordance with standards established by the American Institute of Certified Public Accountants (AICPA), we 

have prepared the following comments to assist you in fulfilling your obligation to oversee the financial reporting 

and disclosure process for which Management of ResCap is responsible. 
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Review Results (cont.) 

- 
Matters to be Communicated 

Selected critical accounting estimates 

and other matters 

.We -have comments on.theIo.11owing areas that Management has identified as 

criti6al accoUriting -estimates,.as welT as:othei .  matters: 
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: 	: 
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In addition; Weihave:thadeinguiriesiOfinternal mortgage valuation Specialists: : 	: 	: 
r6goi-diffg theit:phservatio RS Of mg rket activIty. 
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Review Results (cont.) 

 

- 
Matters to be Communicated 

	
Results 

. 	. 	 . 

Representation abdiWarrahtylketerves 

The:bele nOe of the:reOreSe ntatiOd and :warranty reserve debreased 'frOrd$325:Mitlion 

at becembei: 	to$$11 million at March 31, 2012'; kepreSentation and . 

\Aka 1:17.PPW: 	 March 31 2012: 

- :torripareei.6$26MillibnfOrthe threerbOhthS ended March 31 2011• 
• 	•: 

deterrnining the reserve takeS intO:atcoUnt historiO and 
. 	 .• 	• 	: 

recent dernand:tendS:,,i. hteraCtions : rith the mOnOlines; PriVateabel inVestOrs; and': 

other,parties; : and various other•assumptions: :i Du rjng the quarter, the Company : 

 reCeiVed!..*:.derhand::: reobeSt:frorri :  a....brivatelabeltrtisteefinVeStOr,:WhiOh Wes 

cOnsidered bit Manage Ment: . in the deterrnination of the reserVe. ACtua(lbsseS mey 

differ.signjfiOantly from:the arhounts:recOrded; based otythe behavicirof the . 	 . 	 . 	. 	. 	. 
COUnterPertieS iritheftitUre, inchAing:POteritialSettlerrientS, and industry, legal ;  an 

our Tquiries s Otrrianagernent abc1 .rOview Of dOCUrnentation,i no significant 

hangethiteithe:rnethodblOgYibid'eterinioing the eeeliie....ikier6 Made d Uring the' • 
. 	: 	:::::, • 	: 	, : 	" 	:, • 	" 	": 	" " 
Ouatter...•: 

Managementbas:deterrhined-tbatreaSenably possible loSSes Oyer time re latedto 

litigation 	
.  	 : 	 . 

rhatterS:andpbtentia[irePurthaSe obligations and related:claims could be 

: betWeen ierOihd $4.billion: ;&./ef- sekiSting accruals 

I Selected critical accounting estimates 

and other matters 
1 
x 
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Review Results (cont.) 
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Matters to be Communkated 	. Results.  

Selected critical accounting estimates 

and other matters 
I- 

As disClOsetFikNOte 	the'financiat'Staternents,theCorripanV is:Siiioject.to 

potential liabilitY:under:..6rioiYs'k,;, :rii :rpOrtal: proceedings ...ClirriS: :end legal actions 

, that are pending, :or otherwise :asserted, ., :Management establishes reserves for such 

clairn -S:as they:bethene;Otbbable:serid are irea .so na bly estimable  

ring Q.1,:,20:1',2 .;:#ie :COmpany, updated its estirriate:of pthi?ei:i...le•:. 16s's.: aSSOciated With 

::tettlements , reaChediVdth the,federal governMeht and valibuS State 	attorney:: 

EgeneralS::Which. reSbl ted in no .. - ig9ifid6 rit Change to Ma riagernenfs eStiMate Of losS. 

• 
Management:has determined th8t rea .sonably posSible:10$ses:Over time:related tO 

the litigation:matters and ,potentialrepurchase obligations and:related claims could 

be bet/Veen 2eityatid$4::biliitih!OVet:akiStirig actrual 
- 	- 	- 

: 

 

 

 

 

Transactions with affiliates I - Parent Convany .Debt.ForgiVeneSs and Amendments to Affiliate Agreernents 
. , . . . . . 

I DA.., ring the :quarieri 	 Inc. contributed $196.5 million to kesCap.through 

forgiveness of indebtedness. 

AS c4ScloSed iri:7.the:NoteStO. the financial Statement, the Corripany has Or is in the 

proCesS of attending/terminating:Certain affiliate agreernents: ,  : 
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Review Results (cont.) 

DewAte' 
• 

Matters to be Communicated 	 Results 

Selected critical accounting estimates 

and other matters 

Accounting fortncorne Taxes 

At March 31, 2012, the 'Company's deferred tax asset Was largely Offset bY a valuation 

allowance; Management has determined that the valuation allowance remains 

necessary,:as the Company has.not yet demonstrated the,ability to generate taxable 

ordinarY income or capital gains for a sustained period. 

There were no existing valuation allOwances reversed 6i-new valuation allowances 

recorded thAs quarter. 

'We Perforrned analytical reVieW procedures on income tax related accounts and also 

reviewed the . ComPany's.schedules Supporting the tax provision and related 

: disclosures.. Based on our inquiries of Management and review of documentation, 

. no significant changes tdthe.rnethodology for accounting fOr income taxes.were 
. 	 . 

madeduring the quarter.: . 	, 
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Review Results (cont.) 

. 	 •. 	 ." 

Matters to be Communicated Results 
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ft s s 

1 .  No accounting policies with. a material impact were adopted in the quarter ended 

March 31;2012, other than thOse matters disclosed in the .notes to the condensed 

consolidated interimfmancial statements. 
. 	- 

• 

! Significant accounting policies 

, 
Haying telOnERescapfs financial:condition -...andotherfactOrs:zinto:consideration,, 

VEMatiag6eriht Ii:..c .O .rklUded and :diklbsed'in the interlit': ,fina nCial'StaternentS .;. that 
, 	„ „ 	 : 

E There:. reMainS sUbStantial doubt about the Company's ability tO continue : es a going 

.■•:;:i:oh.ogo#10.tihaSenheriCed its::.disclOsure regarding the Corripany'Sability 

thcontinueas a going concern and has disclosed that is;cleterminingwhether it 

WoUld 6.014:0-10 best Interests:Of its CreditorS and other stakeholderS'to file:fOr 

Protection :under the fede ral barikrUptcy laWs. 

Going Concern 

Control Related Matters - Significant 

deficiencies or material weaknesses 

; relating to internal control 

. 	 . 
Management has separately reportedthe status of significantdeficiencies to you. 

I 	. 

I: 	• 

•:•:. • 	 :. 	 ••..:•: 	 . 	 • 	 ..: 	 • 	 :•:.. 	 : 	 •. 	 • 	 .. 	 . 	 • 	 • 	 • 	 ••• 	 • 	 . 	 • 	 • 	 :• . 	 • 	 • 	 • 

	

II. . We: if.606:11.0: .Spcb: 	 tb you at vour meetings. ori• April 3 and April 24, 2012... .. 	• 	.:... 	 . i Communication of the auditors' 

internal quality control procedures 
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Matters to be Communicated 

Audit adjustments, either individually 

or in the aggregate, that we believe 

; could have a significant effect on the 

Company's financial reporting and 

disclosure process 

Disagreements with Management 

about matters that could be significant 

to the entity's financial statements or 

our audit reports 

OurrevieWmaperformed.to provide.lirnited assure nce ph the interim:financial: ..• • 

• StaternentatidnOtto:fOrtri:eri'...oPibibri: .abOtit .  Whether:the financial -•Statements are free . 	 , 	. 	. 	. 	....... 	 . 	.......... 	. 
Oftriaterial:MiSStaterneht;fh Wheerda(iSed: .by . er. ro •::.• 	•..:•.•,•-•••••••••••:-. 	••••••• 	•••:.• 	.• 	• 	•• ••••••• 	•• 	. 	•• .•or ••• 	• 	:•• 

We hayeloden provideciwith the :Company's Preliminary MaterialitY Analysis as of, and 

for,.the period ended, March 31,- 2012, Which includes Matters identified during our 

review.. We haVe compared Manager -I:lea's analysiS to our oWn and agree With their . 	. 	. 	 . 	 . 
CondluSions... -  . 	.. 

- 
NOthingto . report... 

Alternative treatments in U.S. GAAP for 

accounting policies and practices 

related to material items that have 

been discussed with Management 

We had no discus§ions with Management regarding alternative acdounting treatments 

Within U.S. - GAap . fOr policies and practices related to material items, inaluding 

recognitiOn, - MeaSurernent, and diselosure co nsideratiOns related to the accounting for 

specific-transactions as well as general accounting policies, related to the quarter ended 

March31, 2012 .: 
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Appendix A 

Draft of Interim Review Report 

 

To the Board of Directors of Residential Capital, LLC: 

9
9
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O
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We have reviewed the condensed consolidated balance sheet of Residential Capital, LLC (the "Company") (a wholly-owned subsidiary of Ally 

Financial Inc.) as of March 31, 2012, and the related condensed consolidated statements of comprehensive income, changes in equity, and of cash 

flows for the three-month periods ended March 31, 2012 and March 31, 2011. This condensed financial information is the responsibility of the 

Company's management. 

We conducted our reviews in accordance with standards established by the American Institute of Certified Public Accountants for reviews of 

interim financial information. A review of interim financial information consists principally of applying analytical procedures and making inquiries 

of persons responsible for financial and accounting matters. It is substantially less in scope than an audit conducted in accordance with auditing 

standards generally accepted in the United States of America, the objective of which is the expression of an opinion regarding the financial 

information taken as a whole. Accordingly, we do not express such an opinion. 

Based on our reviews, we are not aware of any material modifications that should be made to such condensed consolidated interim financial 

information for it to be in conformity with accounting principles generally accepted in the United States of America. 

The accompanying condensed consolidated interim financial information has been prepared assuming that the Company will continue as a going 

concern. As discussed in Note 1 to the condensed consolidated interim financial information, there remains substantial doubt about the 

Company's ability to continue as a going concern. Management's plans concerning this matter are also discussed in Note 1 to the condensed 

consolidated interim financial information. 

We have previously audited, in accordance with generally accepted auditing standards as established by the Auditing Standards Board (United 

States), and in accordance with the auditing standards of the Public Company Accounting Oversight Board (United States), the consolidated 

balance sheet of the Company as of December 31, 2011, and the related consolidated statements of income, comprehensive income, changes in 

equity, and cash flows for the year then ended (not presented herein); and in our report dated March 28, 2012, we expressed an unqualified 

opinion on those consolidated financial statements and included explanatory paragraphs that stated (1) that the Company has entered into a 

number of significant agreements and transactions with its affiliates and (2) that the Company's liquidity and capital needs, combined with 

conditions in the marketplace, raise substantial doubt about its ability to continue as a going concern. In our opinion, the information set forth in 

the accompanying condensed consolidated balance sheet as of December 31, 2011 is fairly stated, in all material respects, in relation to the 

consolidated balance sheet from which it has been derived. 

This report is intended solely for the information and use of management and the board of directors of the Company and is not intended to be and 

should not be used by anyone other than these specified parties. 

May 1, 2012 
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Appendix B 

Overview of Interim Review Procedures 

  

A review of interim financial information is substantially less in scope than an audit conducted in accordance with auditing standards 

generally accepted in the United States of America, the objective of which is the expression of an opinion regarding the financial 

information taken as a whole. Accordingly, we will not express an opinion on the interim financial information. 

The objective of a review of interim financial information performed in accordance with standards established by the AICPA is to 

provide us with a basis for communicating whether we are aware of any material modifications that should be made to the interim 

financial information for it to conform with accounting principles generally accepted in the United States of America ("generally 

accepted accounting principles"). 

A review consists principally of performing analytical procedures and making inquiries of persons responsible for financial and 

accounting matters, and does not contemplate (a) tests of accounting records through inspection, observation, or confirmation; (b) 

tests of controls to evaluate their effectiveness; (c) the obtainment of corroborating evidence in response to inquiries; or (d) the 

performance of certain other procedures ordinarily performed in an audit. A review may bring to our attention significant matters 

affecting the interim financial information, but it does not provide assurance that we will become aware of all significant matters that 

would be identified in an audit. 

A review also includes obtaining sufficient knowledge of the Company's business and its internal control as it relates to the preparation 

of both annual and interim financial information to: 

• Identify the types of potential material misstatements in the interim financial information and consider the likelihood of their 

occurrence. 

• Select the inquiries and analytical procedures that will provide us with a basis for communicating whether we are aware of any 

material modifications that should be made to the interim financial information for it to conform with generally accepted 

accounting principles. 

A review is not designed to provide assurance on internal control or to identify significant deficiencies and material weaknesses in 

internal control. 
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Appendix C 

Summary of Audit Committee Communications 

  

Our formal communications will occur via periodic meetings with the Audit Committee at various stages during the year. In addition 

to our scheduled meetings, we are also available, at any time, to respond to Audit Committee members' questions. We anticipate 

the following topics will be discussed during the year: 

Qualifications to serve ResCap V.  

 

Status of interim review procedures 

Results of interim review procedures 

Required quarterly Audit Committee communications 
	

V.  

Delivery of the audit service plan 

Review estimated audit and audit related fees 
	

V. 

Review progress of financial statement audit 

Required fraud inquiries 

Review results of financial statement audit 
	

0 

Review independence of audit firm 

Required annual Audit Committee communications 

V. Communication completed 	 0 Scheduled communication 
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May 1, 2012 

Deloitte & Touche LLP 
200 Renaissance Center, Suite 3900 
Detroit, Michigan 48243 

We are providing this letter in connection with your review of the eondensed consolidated 
balance sheet of Residential Capital, LLC (the "Company" or "ResCap") as of March 31, 2012, 
and the related condensed consolidated statements of comprehensive income, changes in equity, 
and of cash flows for the three-month periods ended March 31, 2012 and March 31, 2011, for the 
purpose of detennining whether any material modifications should be made to the condensed 
consolidated interim financial statements for them to conthnn with accounting principles 
generally accepted in the United States of America ("generally accepted accounting principles" or 
"GAAP"). 

We confirm that we are responsible for the following: 

a The fair presentation in the condensed consolidated interim financial statements in 
confonnity with GAAP 

b. The design, implementation'and maintenance of programs and controls to prevent and 
detect fraud 

c. Establishing and maintaining effective internal control over financial reporting. 

Certain representations in this letter are described as being limited to matters that are material. 
Items arc considered material, regardless of size, if thcy involve an omission or misstatement of 
accounting information that, in light of surrounding circumstances, makes it probable that the 
judgment of a reasonable person relying on the information would be changed or influenced by 
the omission or misstatement. 

We confirm, to the best of our knowledge and belief, as of May 1, 2012, the following 
representations made to you during your review. 

1. The interim financial statements referred to above have been prepared and presented in 
conformity with GAAP applicable to condensed consolidated interim financial information 
for a non-SEC (private) reporting entity. 

2. Note 1 to the condensed consolidated financial statements discloses all pertinent facts related 
to the Company's ability to continue as a going concern. 

3. Although management has determined that there is substantial doubt about the Company's 
ability to continue as a going concern, we have determined that the condensed consolidated 
financial statements should be prepared on a going concern basis. Management's plans for 
continuing as a going concern are disclosed in Note 1 to the condensed consolidated financial 
statements. Management and the Board have not approved a plan of liquidation and nor is 
liquidation of the Company anticipated. Additionally, Management has not filed for 
bankruptcy, 

. 4. The Company has made available to you all relevant information and access granted in the 
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terms of the audit engagement letter including: 

a. Financial records and related data 

b. Minutes of the meetings of the Board of Directors and Audit Committee; or drafts of 
minutes in cases where final minutes have not been approved; or agendas and meeting 
materials of meetings in cases where draft minutes have not yet been prepared 

c. Regulatory examination reports, supervisory correspondence or agreements, 
enforcement actions, and similar materials from applicable regulatory agencies 
(particularly, communications concerning supervisory actions or noncompliance with, 
or deficiencies in, rules and regulations). Finther, we have advised you of any 
regulatory examination in progress or completed for which reports have not yet been 
issued. 

5. There have been no communications from regulatory agencies concerning noncompliance 
with or deficiencies in financial reporting practices. Further, we have advised you of any 
regulatory examination in progress or completed for which reports have not yet been issued. 

6. We have completed our procedures to evaluate the accuracy and completeness of the 
disclosures in our interim financial statements. There are no disclosures that while required 
by GAAP have been omitted from our condensed consolidated interim financial statements. 

7. We have disclosed to you any significant change in the results, design, or operation of 
internal control over financial reporting as it relates to the preparation of the condensed 
consolidated interim financial information that has occurred during the most-recent fiscal 
quarter. 

8. We have no knowledge of any fraud or suspected fraud affecting the Company involving 

a. Management 

b. Employees who have significant roles in the Company's internal control over financial 
reporting. 

c. Others where the fraud could have a material effect on the condensed consolidated 
interim fmancial statements which has not been previously disclosed. 

9. We have disclosed to you our knowledge of any allegations of fraud or suspected fraud 
affecting the Company received in communications from employees, former employees, 
analysts, regulators, or others. 

10. There are no unassened claims or assessments that legal counsel has advised us are probable 
of assertion and must be disclosed in accordance with Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) 450, Contingencies. 

11. Significant assumptions used by its with respect to our critical accounting estimates are 
reasonable. 

Except where otherwise stated below, immaterial matters less than $2,500,000 collectively are 
not considered to be exceptions that require disclosure for the purpose of the following 

2 
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representations. This amount is not necessarily indicative of amounts that would require 
adjustment to or disclosure in the financial statements. 

12. There are no transactions that have not been properly recorded in the accounting records 
underlying the condensed consolidated interim financial information. 

13. The Company has no plans or intentions that may affect the carrying value or classification of 
assets and liabilities. 

14. The following, to the extent applicable, have been appropriately identified, properly recorded, 
and disclosed in the condensed consolidated interim financial statements: 

a. Related-party transactions and associated amounts receivable or payable, including 
sales, purchases, loans, transfers, leasing arrangements, and guarantees or other 
commitments (written Of oral) 

b. Guarantees, whether written or oral, under which the Company is contingently liable. 

15. In preparing the condensed consolidated interim financial statements in conformity with 
GAAP, management uses estimates. All estimates have been disclosed in the condensed 
consolidated interim financial statements for which known information available prior to the 
issuance ofthe condensed consolidated interim financial statements indicates that both of the 
following criteria are met: 

a. It is at least reasonably possible that the estimate of the effect on the financial 
statements of a condition, situation, or set of circumstances that existed at the date of 
the financial statements will change in the near term due to one or more future 
confirming events 

b. The effect of the change would be material to the financial statements. 

16. There are no: 

a. Violations or possible violations of laws or regulations whose effects should be 
considered for disclosure in the condensed consolidated interim financial statements or 
as a basis for recording a loss contingency, except as disclosed in Note 16 to the 
condensed consolidated interim financial statements. 

b. Other liabilities or gain or loss contingencies that are required to be accrued or 
disclosed by FASB ASC 450, Contingencies. 

17. The Company has satisfactory title to all owned assets, and there are no liens or 
encumbrances on such assets nor has any asset been pledged as collateral, other than as 
disclosed in the condensed consolidated interim financial statements, 

18. Except for the deferral of certain semi-annual interest payments as disclosed in Notes 

1 and 8 to the condensed consolidated financial statements, the Company has complied 
with all aspects of contractual agreements that may have an effect on the condensed 
consolidated interim financial statements in the event of noncompliance. 

Loans and Receivables 

3 

CONFIDENTIAL 	 RC40022362 

12-12020-mg    Doc 2828-23    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit U-2 
   Pg 46 of 51



19. The Company has properly classified loans on the condensed consolidated interim balance 
sheets as held-for-sale or held-for-investment, based on the Company's intent with respect to 
those loans. Specifically, the Company classifies those loans that management has the intent 
to sell as held-for-sale. Loans for which the Company has the intent and ability to hold for the 
foreseeable future or until maturity are classified as held-for-investment. 

20. All impaired loans receivables have been properly recorded and disclosed in the condensed 
consolidated interim financial statements. 

21. Risks associated with concentrations (including but not limited to those related to high risk 
mortgage loans), based on information known to management, that meet all of the following 
criteria have been disclosed in the condensed consolidated interim financial statements: 

a. The concentration exists at the date of the condensed consolidated interim financial 
statements 

b. The concentration makes the Company vulnerable to the risk of a near-tenn severe 
impact 

It is at least reasonably possible that the events that could cause the severe impact will 
occur in the near term. 

Capitalized Servicing Rights 

22. For transfers of financial assets where the right to service the transferred assets was retained, 
we have performed the servicing of these assets in accordance with the terms and provisions 
of the applicable agreement that governs the servicing of these assets. 

Transfers and Servicing of Financial Assets and Extinguishment of Liabilities 

23. The Company has accounted for all transfers of financial assets in accordance with FAO 
ASC 860, Transfers and Servicing, or previously applicable guidance as appropriate. The 
Company has taken no actions and no events have occurred that would necessitate a change 
in the accounting for the transrs of financial assets. 

24. Provision has been made for any loss that is probable from representation and warranty 
obligations associated with the sale of mortgage loans. We believe that such estimate is 
reasonable based on available information. 

Derivative Instruments 

25. The Company has properly identified all derivative instruments and any financial instruments 
that contain embedded derivatives. The Company's hedging activities, if any, are in 
accordance with its documented and approved hedging and risk management policies, and all 
appropriate hedge documentation was in place at the inception of the hedge in accordance 
with FASB ASC 815, Derivatives and Hedging. 

26. Financial instruments with significant individual or group concentration of credit risk have 
been properly identified, properly recorded and disclosed in the condensed consolidated 
interim financial statements. 

Taxes 
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27. The valuation allowance has been detemined pursuant to the provisions of FASB ASC 740, 
Income Taxes, including the Company's estimation of future taxable income, and is adequate 
to reduce the total deferred tax asset to an amount that will more likely than not be realized. 

Other Liabilities 

28. We are subject to potential liability under laws and government regulations, various claims, 
and legal actions that are pending or may be asserted against us. We are named as 
defendants in a number of legal actions and are, from time to time, involved in regulatory 
proceedings arising in connection with our various businesses. Some of the pending actions 
purport to be class actions. We establish reserves for litigation and regulatory matters when 
payments associated with the claims become probable and the costs can be reasonably 
estimated. The actual costs of resolving these claims may be substantially higher or lower 
than the amounts reserved for these claims. Provision has been made for all losses that are 
probable and estimable. 

We have appropriately disclosed all such matters, where the possibility of loss is more than 
remote, in Note 16 to the condensed consolidated interim financial statements and have 
accrued our best estimate of the losses to be incurred as a result of these matters as of March 
31, 2012 to the extent the loss is probable and estimable. Except as disclosed in Note 16, 
there are no unasserted claims or assessments that legal counsel has advised us are probable 
of asseition and must be disclosed in accordance with FASB ASC 450, Contingencies. 

29. We believe it is reasonably possible that losses beyond amounts currently reserved for the 
litigation matters and potential repurchase obligations and related claims could occur, and 
such losses could have a material adverse impact on our results of operations, financial 
position, or cash flows. We currently estimate that the Company's reasonably possible losses 
over time related to the litigation matters and potential repurchase obligations and related 
claims could be between $0 and $4 billion over existing accmals. 

30. A provision has been made by the Company for any loss that is probable and estimable from 
foreclosure related matters or exposures in accordance with GAAP. We believe that such 
estimate is reasonable based on available infonnation and that the liabilities, related loss 
contingencies, and expected outcome of uncertainties have been adequately described in the 

financial statements. 

Other 

31. Arrangements with financial institutions involving compensating balances or other 
arrangements involving restrictions on cash balances, line of credit, or similar arrangements 
have been properly disclosed in the condensed consolidated interim financial statements. 

32. Agreements (whether written, oral, or implied) to repurchase loans, real estate, or other assets 
previously sold have been properly disclosed in the condensed consolidated interim financial 

statements. 

33. With regard to the fair value measurements and disclosures of certain assets, liabilities, and 
specific components of equity, we believe that: 
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a. The measurement methods, including the related assumptions, used in determining fair 
value, consistent with market participant assumptions where available without undue cost 
and effort, were appropriate and consistently applied in accordance with GAAP. 

b. The completeness and adequacy of the disclosures related to fair values are in conformity 
with GAAP. The Company has appropriately classified its assets and liabilities into the 
appropriate levels (Levels 1, 2 and 3) as described in the condensed consolidated interim 
financial statements, as prescribed by FASB ASC 820, Fair Value Measurements and 
Disclosures. 

c. No events have occurred after March 31, 2012 but before the date of this letter that 
require adjustment to the fair value measurements and disclosures included in the 
condensed consolidated interim financial statements. 

We have identified the significant assumptions and factors influencing the measurement of 
fair value as described in the condensed consolidated interim financial statements. The 
significant assumptions used in measuring fair value, taken individually and as a whole, 
provide a reasonable basis for the fair value measurements and disclosures in the condensed 
consolidated financial statements. The assumptions are reflective of management's intent and 
ability to early out specific courses of action and the significant assumptions used are 
consistent with the Company's plans. 

The methods and significant assumptions used to determine fair values of financial 
instruments are disclosed in the condensed consolidated interim financial statements. The 
descriptions are accurate and complete and the methods and the assumptions used result in a 
measure of fair value appropriate for financial statement measurement and disclosure 
purposes in accordance with GAAP. 

34. We have disclosed to you all changes to affiliate agreements that may have a material impact 
on the Company. 

35. To the best of our knowledge and belief, all events that have occurred subsequent to the 
balance-sheet date and through the date of this letter have been disclosed in the condensed 
consolidated interim financial statements. 
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Thomas F. Marano 
Chaimian and Chief Executive Officer 
Residential Capital, LLC 

James M. Whitlinger 
Chief Financial Officer 
Residential Capital, LLC 

Catherine M. Dondzila 
Controller and Chief Accounting Officer 
Residential Capital, LLC 

David J. DeBrunner 
Controller and Chief Accounting Officer 
Ally Financial, Inc. 
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1

  

              UNITED STATES BANKRUPTCY COURT

              SOUTHERN DISTRICT OF NEW YORK

  -----------------------------------x

  In Re: Case No:

  RESIDENTIAL CAPITAL, LLC, et. al,     12-12020(MG)

                  Debtors.

  -----------------------------------x

  

  

          VIDEOTAPE DEPOSITION OF JAMES WHITLINGER

                     New York, New York

                     November 15, 2012

                        9:39 a.m.

  

  

  

  

  

  Reported by:
  ERICA L. RUGGIERI, RPR
  JOB NO:  27649
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450 Seventh Avenue - Ste 500, New York, NY 10123  (212)705-8585
DAVID FELDMAN WORLDWIDE, INC.

2

1   

2   

3   

4                      November 15, 2012

5                      9:39 a.m.

6   

7   

8             Deposition of JAMES WHITLINGER,

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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1                 JAMES WHITLINGER

2              MR. SIEGEL:  Okay, sure.  The

3        Bates numbers for Exhibit 60 are RC

4        9019_00093180 through 93183.  And the

5        Bates numbers for Exhibit 61 are RC

6        9019_00054006 to 07.

7        A.    Okay.

8        Q.    Have you had a chance to review

9    the documents?

10        A.    Yes.

11        Q.    Please take a look at

12    Exhibit 119.  Do you recognize that as an

13    e-mail that you and the other members of

14    the ResCap board of directors received

15    from April Ellenburg on May 9, 2012, at

16    2:08 p.m.?

17        A.    That's what it says.

18        Q.    And do you recall receiving this

19    e-mail?

20        A.    I recall being at the board

21    meeting.

22        Q.    You have no reason to doubt that

23    you received the e-mail?

24        A.    No.

25        Q.    Who is April Ellenburg?
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2        A.    I don't know.

3        Q.    And this e-mail has two

4    attachments, one of which is a notice of a

5    telephonic meeting of the ResCap board to

6    be held the same day at 3:00 p.m.?

7        A.    Correct.

8        Q.    And the second attachment is an

9    agenda for that meeting?

10        A.    Yes.

11        Q.    And so this e-mail and the

12    notice was informing the board that in

13    less than an hour there would be a board

14    meeting, a telephonic board meeting,

15    correct?

16        A.    Yes.

17        Q.    And the meeting notice tells you

18    and the other board meeting -- board

19    members, that supporting materials will be

20    distributed just before the meeting?

21        A.    Yes.

22        Q.    And on -- the agenda lists two

23    items, the first of which is proposed

24    legal settlement; is that correct?

25        A.    That's correct.
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1                 JAMES WHITLINGER

2        Q.    And you understand that proposed

3    legal settlement refers to a discussion of

4    the RMBS Trust Settlement Agreement?

5        A.    I do today.

6        Q.    Did you -- you understand that

7    today?

8        A.    Yeah.  It says proposed legal

9    settlement.  And after looking at the

10    materials, you know, and looking at what

11    was in the materials it was regarding the

12    RMBS Trust Settlement.

13        Q.    But at the time you received

14    this notice you hadn't received those two

15    other documents, Exhibit 60 and 61,

16    correct?

17        A.    Correct.

18        Q.    And so at the time you received

19    this e-mail with the attached agenda you

20    didn't know what the proposed legal

21    settlement referred to?

22        A.    Correct.  It could have been

23    multiple legal settlements.

24        Q.    And the time allotted for

25    discussion during the board meeting about
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2    that proposed legal settlement was

3    30 minutes, correct?

4        A.    Correct.

5        Q.    And you recall that the board

6    spent about 30 minutes discussing that

7    item on May 9th?

8        A.    I don't recall how much time we

9    spent on it.

10        Q.    Do you know who decided that the

11    board would hold a meeting at 3:00 on

12    Wednesday, May 9th?

13        A.    I don't know.

14        Q.    Generally did you know who was

15    responsible for deciding when and how

16    ResCap board meetings would be convened?

17        A.    Yeah.  I mean we had Tom Marano

18    or our lead counsel would, you know,

19    regularly schedule board meetings.

20        Q.    When you say your lead counsel,

21    to whom are you referring?

22        A.    For the case is Larren Nashelsky

23    at the time and Gary Lee as well.

24        Q.    And Mr. Nashelsky and Mr. Lee

25    are outside counsel for ResCap at Morrison
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2              Go ahead.

3        A.    Can you re- -- rephrase the

4    question?  I'm sorry.

5        Q.    That's okay.  During the May 9th

6    board meeting did you know that before the

7    meeting Mr. Cancelliere told Mr. Lee that

8    he had challenged certain of Ms. Patrick's

9    assumptions about defect rates including

10    the validity of using a 36 percent defect

11    rate for Bank of America that's referenced

12    and included in -- in Exhibit 60?

13              MR. RAINS:  So object to the

14        question as vague and ambiguous and it

15        also misstates the evidence.

16        A.    Okay.  So -- so my answer to

17    that is I don't recall at May 9th if I

18    knew if Jeff had conversations as I sit

19    here today.  I know that there were

20    conversations with the parties on

21    assumptions that were made throughout the

22    process.

23        Q.    On May 9th as a board member of

24    deciding whether or not to approve ResCap

25    entering into this settlement agreement,
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2    defect rate or this BofA baseline defect

3    rate is the most important thing on this

4    page.  It's a data point.

5              You know, we have multiple legal

6    entities that our -- our deals were issued

7    off of.  These deals were issued in 2004

8    to 2007, some through GMAC Mortgage, some

9    through RFC.  I don't know how Lehman did

10    their deals.  I don't know how BofA did

11    their -- their deals, their shelves.

12    These are data points we don't know how to

13    process.  So these are data points.

14        Q.    If Mr. Cancelliere thought the

15    36 percent defect rate was wrong, you

16    would have wanted -- you would have wanted

17    him to tell you that before the board

18    meeting, right?

19              MR. RAINS:  Again it misstates

20        the evidence, assumes facts not in

21        evidence.  Calls for speculation.

22              Go ahead.

23              MR. SIEGEL:  It's a very simple

24        question.

25        A.    I don't know if we talked about
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2    that or we didn't talk about it is my

3    first point.  If he -- if he challenged

4    it, would I want to know that?  Yes.

5    That's fine.  I would want to know.

6        Q.    But you didn't know that on or

7    before the May 9th board meeting?

8        A.    I already answered that that I

9    don't know that we did or didn't.

10        Q.    But you have no recollection of

11    that?

12        A.    I have no recollection.

13        Q.    Was the first time that you

14    learned that the proposed settlement

15    amount was 8.7 billion the time when you

16    received this -- this board material from

17    Mr. Lee?

18        A.    Can you repeat the question?

19        Q.    Sure.  Did you first learn that

20    the proposed settlement amount that's in

21    the RMBS Trust Settlement Agreement was

22    $8.7 billion when you received Exhibit 60?

23        A.    Yes, that -- that -- that's my

24    recollection.

25        Q.    And it's your recollection that
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2        Q.    But you had no recollection of a

3    discussion about statute of limitations

4    during the May 9th meeting?

5        A.    I don't recall.

6        Q.    Is it your understanding that

7    just because there's a loss associated

8    with the mortgage that is considered a

9    defect but that doesn't necessarily mean

10    that ResCap or its affiliates are liable

11    for any or all of the loss?

12        A.    Since you used the word "liable"

13    I'm going to again defer to our -- our

14    counsel.  Lawyers determine liability.

15        Q.    So was it your understanding on

16    May 9th -- withdrawn.

17              Did anyone provide the board on

18    May 9th with an analysis of how much it

19    might cost to litigate the claims

20    Ms. Patrick was -- was asserting as

21    compared to settling the claims around May

22    of 2012?

23        A.    Can you repeat the first part of

24    the question?

25        Q.    Sure.  Did anyone advise or
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2    discuss with the board on May 9th or

3    provide an analysis of how much it might

4    cost to litigate the claims being asserted

5    by Ms. Patrick rather than settling in

6    May 2012?

7        A.    I -- I don't -- the reason I

8    ask, I don't recall if it was discussed

9    but I know for sure I don't recollect

10    seeing a litigation presentation analysis

11    embedded in this -- this -- this list of

12    materials.

13        Q.    You agree it would have been

14    helpful for the board to know on May 9th

15    what counsel estimated or anticipated it

16    might cost to litigate the claims as

17    compared to settling them in the

18    settlement agreement?

19        A.    You know, again, that would be a

20    data point.  And I relied on our

21    professionals and our legal teams in

22    litigation in how those matters evolve.

23    So I think that's a data point, how much

24    would it cost, how many loan files if I

25    was going to review it.  Again, I -- I
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1

  

              UNITED STATES BANKRUPTCY COURT

              SOUTHERN DISTRICT OF NEW YORK

  -----------------------------------x

  In Re: Case No:

  RESIDENTIAL CAPITAL, LLC, et. al,     12-12020(MG)

                  Debtors.

  -----------------------------------x

  

  

          VIDEOTAPE DEPOSITION OF JAMES WHITLINGER

                     New York, New York

                     November 15, 2012

                        9:39 a.m.

  

  

  

  

  

  Reported by:
  ERICA L. RUGGIERI, RPR
  JOB NO:  27649
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1   

2   

3   

4                      November 15, 2012

5                      9:39 a.m.

6   

7   

8             Deposition of JAMES WHITLINGER,

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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1                 JAMES WHITLINGER

2              MR. SIEGEL:  Okay, sure.  The

3        Bates numbers for Exhibit 60 are RC

4        9019_00093180 through 93183.  And the

5        Bates numbers for Exhibit 61 are RC

6        9019_00054006 to 07.

7        A.    Okay.

8        Q.    Have you had a chance to review

9    the documents?

10        A.    Yes.

11        Q.    Please take a look at

12    Exhibit 119.  Do you recognize that as an

13    e-mail that you and the other members of

14    the ResCap board of directors received

15    from April Ellenburg on May 9, 2012, at

16    2:08 p.m.?

17        A.    That's what it says.

18        Q.    And do you recall receiving this

19    e-mail?

20        A.    I recall being at the board

21    meeting.

22        Q.    You have no reason to doubt that

23    you received the e-mail?

24        A.    No.

25        Q.    Who is April Ellenburg?
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2        A.    I don't know.

3        Q.    And this e-mail has two

4    attachments, one of which is a notice of a

5    telephonic meeting of the ResCap board to

6    be held the same day at 3:00 p.m.?

7        A.    Correct.

8        Q.    And the second attachment is an

9    agenda for that meeting?

10        A.    Yes.

11        Q.    And so this e-mail and the

12    notice was informing the board that in

13    less than an hour there would be a board

14    meeting, a telephonic board meeting,

15    correct?

16        A.    Yes.

17        Q.    And the meeting notice tells you

18    and the other board meeting -- board

19    members, that supporting materials will be

20    distributed just before the meeting?

21        A.    Yes.

22        Q.    And on -- the agenda lists two

23    items, the first of which is proposed

24    legal settlement; is that correct?

25        A.    That's correct.
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2        Q.    And you understand that proposed

3    legal settlement refers to a discussion of

4    the RMBS Trust Settlement Agreement?

5        A.    I do today.

6        Q.    Did you -- you understand that

7    today?

8        A.    Yeah.  It says proposed legal

9    settlement.  And after looking at the

10    materials, you know, and looking at what

11    was in the materials it was regarding the

12    RMBS Trust Settlement.

13        Q.    But at the time you received

14    this notice you hadn't received those two

15    other documents, Exhibit 60 and 61,

16    correct?

17        A.    Correct.

18        Q.    And so at the time you received

19    this e-mail with the attached agenda you

20    didn't know what the proposed legal

21    settlement referred to?

22        A.    Correct.  It could have been

23    multiple legal settlements.

24        Q.    And the time allotted for

25    discussion during the board meeting about
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2    that proposed legal settlement was

3    30 minutes, correct?

4        A.    Correct.

5        Q.    And you recall that the board

6    spent about 30 minutes discussing that

7    item on May 9th?

8        A.    I don't recall how much time we

9    spent on it.

10        Q.    Do you know who decided that the

11    board would hold a meeting at 3:00 on

12    Wednesday, May 9th?

13        A.    I don't know.

14        Q.    Generally did you know who was

15    responsible for deciding when and how

16    ResCap board meetings would be convened?

17        A.    Yeah.  I mean we had Tom Marano

18    or our lead counsel would, you know,

19    regularly schedule board meetings.

20        Q.    When you say your lead counsel,

21    to whom are you referring?

22        A.    For the case is Larren Nashelsky

23    at the time and Gary Lee as well.

24        Q.    And Mr. Nashelsky and Mr. Lee

25    are outside counsel for ResCap at Morrison
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2              Go ahead.

3        A.    Can you re- -- rephrase the

4    question?  I'm sorry.

5        Q.    That's okay.  During the May 9th

6    board meeting did you know that before the

7    meeting Mr. Cancelliere told Mr. Lee that

8    he had challenged certain of Ms. Patrick's

9    assumptions about defect rates including

10    the validity of using a 36 percent defect

11    rate for Bank of America that's referenced

12    and included in -- in Exhibit 60?

13              MR. RAINS:  So object to the

14        question as vague and ambiguous and it

15        also misstates the evidence.

16        A.    Okay.  So -- so my answer to

17    that is I don't recall at May 9th if I

18    knew if Jeff had conversations as I sit

19    here today.  I know that there were

20    conversations with the parties on

21    assumptions that were made throughout the

22    process.

23        Q.    On May 9th as a board member of

24    deciding whether or not to approve ResCap

25    entering into this settlement agreement,
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2    defect rate or this BofA baseline defect

3    rate is the most important thing on this

4    page.  It's a data point.

5              You know, we have multiple legal

6    entities that our -- our deals were issued

7    off of.  These deals were issued in 2004

8    to 2007, some through GMAC Mortgage, some

9    through RFC.  I don't know how Lehman did

10    their deals.  I don't know how BofA did

11    their -- their deals, their shelves.

12    These are data points we don't know how to

13    process.  So these are data points.

14        Q.    If Mr. Cancelliere thought the

15    36 percent defect rate was wrong, you

16    would have wanted -- you would have wanted

17    him to tell you that before the board

18    meeting, right?

19              MR. RAINS:  Again it misstates

20        the evidence, assumes facts not in

21        evidence.  Calls for speculation.

22              Go ahead.

23              MR. SIEGEL:  It's a very simple

24        question.

25        A.    I don't know if we talked about
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2    that or we didn't talk about it is my

3    first point.  If he -- if he challenged

4    it, would I want to know that?  Yes.

5    That's fine.  I would want to know.

6        Q.    But you didn't know that on or

7    before the May 9th board meeting?

8        A.    I already answered that that I

9    don't know that we did or didn't.

10        Q.    But you have no recollection of

11    that?

12        A.    I have no recollection.

13        Q.    Was the first time that you

14    learned that the proposed settlement

15    amount was 8.7 billion the time when you

16    received this -- this board material from

17    Mr. Lee?

18        A.    Can you repeat the question?

19        Q.    Sure.  Did you first learn that

20    the proposed settlement amount that's in

21    the RMBS Trust Settlement Agreement was

22    $8.7 billion when you received Exhibit 60?

23        A.    Yes, that -- that -- that's my

24    recollection.

25        Q.    And it's your recollection that
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2        Q.    But you had no recollection of a

3    discussion about statute of limitations

4    during the May 9th meeting?

5        A.    I don't recall.

6        Q.    Is it your understanding that

7    just because there's a loss associated

8    with the mortgage that is considered a

9    defect but that doesn't necessarily mean

10    that ResCap or its affiliates are liable

11    for any or all of the loss?

12        A.    Since you used the word "liable"

13    I'm going to again defer to our -- our

14    counsel.  Lawyers determine liability.

15        Q.    So was it your understanding on

16    May 9th -- withdrawn.

17              Did anyone provide the board on

18    May 9th with an analysis of how much it

19    might cost to litigate the claims

20    Ms. Patrick was -- was asserting as

21    compared to settling the claims around May

22    of 2012?

23        A.    Can you repeat the first part of

24    the question?

25        Q.    Sure.  Did anyone advise or
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2    discuss with the board on May 9th or

3    provide an analysis of how much it might

4    cost to litigate the claims being asserted

5    by Ms. Patrick rather than settling in

6    May 2012?

7        A.    I -- I don't -- the reason I

8    ask, I don't recall if it was discussed

9    but I know for sure I don't recollect

10    seeing a litigation presentation analysis

11    embedded in this -- this -- this list of

12    materials.

13        Q.    You agree it would have been

14    helpful for the board to know on May 9th

15    what counsel estimated or anticipated it

16    might cost to litigate the claims as

17    compared to settling them in the

18    settlement agreement?

19        A.    You know, again, that would be a

20    data point.  And I relied on our

21    professionals and our legal teams in

22    litigation in how those matters evolve.

23    So I think that's a data point, how much

24    would it cost, how many loan files if I

25    was going to review it.  Again, I -- I
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To: 	John Mack (john_e_mack@msn.com ); Jonathan Ilany (jonathan@ilany.net ); Pamela West 
(alemapew45@bellsouth.net); Abreu, Steve - PA; Ted Smith (efs345@gmail.com ); WhitlInger, Jim - PA; Marano, Tom 
Cc: 	Hamzehpour, Tammy; Evans, Nilene R.; Tanenbaum, James R.; Nashelsky, Larren M.; Joe Moldovan 

(jmoldovan@morrisoncohen.com ); Jack Levy (jlevy@morrisoncohen.com ); David Lerner (dlerner@morrisoncohen.com ); Connolly, 
Michael 

Subject: 	Meeting Notice - ResCap Board Meeting, May 9, 2012, 3:00 pm (ET) - privileged and confidential attorney-client 
communication 
Attachments 	0804_001.pdf 

Materials for 3 pm attached. They have been prepared for settlement and illustrative purposes only. 

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: Ellenburg, April A. tmailto:april.ellenburg@ally.comi  
Sent: Wednesday, May 09, 2012 2:08 PM 
To: John Mack (john_e_mack@msn.com ); Jonathan Ilany (jonathan@ilany.net ); Pamela West (alemapew45@bellsouth.net ); 
Abreu, Steve - PA; Ted Smith (efs345@gmail.com ); Whitlinger, Jim - PA; Marano, Tom 
Cc: Hannzehpour, Tammy; Evans, Nilene R.; Tanenbaum, James R.; Nashelsky, Larren M.; Lee, Gary S.; Joe Moldovan 

(jmoldovan@morrisoncohen.com ); Jack Levy (jlevy@morrisoncohen.com ); David Lerner (dlerner@morrisoncohen.com ); Connolly, 

Michael; Grzeskiewicz, Terry - PA; Klepchick, Dottie - PA; Shank, Jennifer - PA; Dillard, Thalia; Didcco, Donna; Quenneville, Cathy 

L.; Skover, Katherine M.; Taylor, Barbara N. 
Subject: Meeting Notice - ResCap Board Meeting, May 9, 2012, 3:00 pm (ET) 
Importance: High 

Residential Capital, LLC Board of Directors Meeting 

Wednesday, May 9, 2012, 3:00 pm (ET) 
Dial-in No.: 866-203-0920 / International No.: 206-445-0056 
Conference Code: 53396-93036 

A special telephonic meeting of the ResCap Board of Directors will be held Wednesday, May 9, 2012, at 
3:00 pm (ET). An agenda is attached. Supporting materials will be distributed just before the meeting. 

Please let me know if you are unable to participate. Feel free to contact me by phone (313.656.6301) or 
email (cathy.quenneville@ally.com ) should you have any questions. Thank you. 

Cathy Quenneville 
Secretary 

5/9/12 
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ResCap Settlement - 19.72% Defect 

Lehman Claim Amount- 35% Defect 

BofA Baseline- 36% Defect 

8,700.0 

15,441.1 

15,882.3 

6,632.1 

11,771.0 

12,107.4 

76% 

. 	76% 

76% 

(a)Collateral and Bond information sourced from latex files 

Key Notes: 

1) KP's Investor group covers 82% of RFC issued non-wrapped deals and 88% of GMACM issued non-wrapped deals 

2) (P's Investor group covers 63% of RFC issued wrapped deals and 28% of GMACM issued wrapped deals 

3 

4) ResCap projected losses based on third party vendor model (ADC° LDM), and the model was calibrated to fit 

ResCap collateral performance by product/vintage 

5) ResCap projected severity based on Moody's baseline HPI forecast and ADCO model loss estimations 

6) There could be amounts conceded if the true defect rate is below the 19.72% based on actual loan file reviews and - 

application of litigation defenses. 

7) Lehman bankruptcy estimated claim amount for plan voting based on 35% defect rate. The defect rate could be higher 

as claims are resolved. 

8) BofA proposed settlement defect rate set at 36% prior to litigation adjustments 

9) KP has factored into the analysis the estimated recovery amount through bankruptcy, as well as third party release's. 
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1

          UNITED STATES BANKRUPTCY COURT

          SOUTHERN DISTRICT OF NEW YORK

-----------------------------------x

In Re:                                 Case No.

RESIDENTIAL CAPITAL, LLC, et. al,      12-12020(MG)

                Debtors.

-----------------------------------x

          DEPOSITION OF JEFFREY A. LIPPS

               New York, New York

               November 19, 2012  

                  10:13 a.m.    

 

Reported by:
JENNIFER OCAMPO-GUZMAN, CRR, CLR
JOB NO: 27971
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1

2

3

4

5

6

7

8                        November 15, 2012

9                        10:13 a.m.

10

11              Deposition of JEFFREY A. LIPPS,

12         held at the offices of Kramer, Levin,

13         Naftalis & Frankel, 1177 Avenue of the

14         Americas, New York, New York, pursuant

15         to Notice, before Jennifer

16         Ocampo-Guzman, a Certified Real-Time

17         Shorthand Reporter and Notary Public of

18         the State of New York.

19

20

21

22

23

24

25

12-12020-mg    Doc 2828-27    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit Z   
 Pg 3 of 38



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

30

1                    Lipps

2    how, well, I actually have described how I

3    went about assessing the reasonableness.  I

4    surveyed the issues and tried to determine

5    whether or not there were dispositive rulings

6    out there that would impact what your likely

7    exposure was, and then you evaluate what the

8    top line exposure is and a baseline exposure,

9    which could be, if you want to approach it

10    from a pure defense verdict standpoint, zero.

11         Q.   So in this methodology that you

12    typically apply in evaluating a settlement,

13    do you assign numbers to any issues?

14              MR. RAINS:  Objection, vague and

15         ambiguous.

16         A.   I'm not sure what you mean by

17    numbers, do I assign numbers.

18         Q.   Are you familiar with the term

19    "litigation risk analysis"?

20         A.   I don't know.  I may.  Just depends

21    on what you mean by that term.

22         Q.   Are you familiar with --

23              MR. BENTLEY:  Strike that.

24         Q.   In analyzing a settlement, one

25    thing you do, I think, is you try to
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2    determine possible outcomes, right?

3         A.   That's a way that you do that.

4    That's certainly what I looked at here.

5         Q.   And you mentioned a broken leg

6    case.  Possible outcomes might have different

7    dollar figures associated with them, right?

8         A.   There could be different verdicts,

9    there could be different settlements,

10    correct.

11         Q.   Do you then sometimes assign

12    percentage likelihoods to different possible

13    outcomes?

14         A.   Do I sometimes do that?

15         Q.   Correct.

16         A.   I've done that before in

17    settlements.

18         Q.   Do you have a term that you use to

19    describe that kind of approach?

20         A.   No.

21         Q.   Would litigation risk analysis be,

22    if I used the term "litigation risk

23    analysis," would you recognize it to relate

24    to that kind of analysis?

25              MR. RAINS:  Objection, no
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2         foundation.

3         A.   No, I can't associate that word

4    with what you've described.

5              I mean I have been in situations

6    with judges, where they try and force you to

7    say you have a 90 percent chance, and you

8    could lose X percent or 10 percent chance, if

9    that's what you're talking about, there are

10    certainly various judges or mediators that

11    have approached it that way.

12         Q.   And do you sometimes find it's

13    useful to use that kind of approach?

14         A.   Depending on the case and the

15    certainty that you could have associated with

16    the numbers, numbers can be used.

17         Q.   And is that an approach that's

18    commonly used among litigators?

19         A.   I can't speak as to how other

20    litigators approach analyzing settlements.

21         Q.   Have clients sometimes asked you to

22    prepare that kind of an analysis of a

23    proposed, of a potential settlement?

24         A.   I'm not going to have perfect

25    memory of what clients ask me to do, but I
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2    don't have a clear recollection of going

3    through that type of an analysis,

4    specifically, in a request from a client.

5         Q.   Have you ever done that kind of an

6    analysis in an RMBS-related matter?

7         A.   No.

8         Q.   And I take it you didn't do that

9    kind of an analysis, in connection with this

10    settlement?

11              MR. RAINS:  Objection, vague and

12         ambiguous.

13         A.   I don't know that I can say that.

14    I don't know that I can say that.

15         Q.   Did you assign any percentage

16    likelihoods to different, to any different

17    possible outcomes in this case?

18         A.   I don't think, as you can tell in

19    this report, I don't think -- let me take a

20    step back.

21              As you can tell in this report,

22    this area of the law is in, at best, its

23    formative stages.  It's -- it's still

24    evolving, it's still developing.  And there

25    is so much uncertainty on so many issues that
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2    I don't think it would be meaningful to sit

3    and try and assess a percentage attached to a

4    particular outcome.

5              I think you have to look at the

6    two points, which is, what's your maximum

7    exposure out there and then what is your

8    likely exposure, to try and evaluate a range

9    of reasonableness.

10         Q.   And --

11              MR. BENTLEY:  Strike that.

12         Q.   Do you claim to have any expertise

13    in quantitative matters?

14              MR. RAINS:  Objection, vague and

15         ambiguous.

16         A.   I don't know what it is.

17         Q.   Do you claim to have any expertise

18    in the field of statistics?

19         A.   I don't think I'm offering myself

20    as an expert statistician, if that's what

21    you're asking.

22         Q.   Do you have any education or

23    training in statistics?

24         A.   I certainly, I took statistics back

25    when I was in school, and I've also been
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2         A.   Not beyond college.

3         Q.   Do you claim any expertise in

4    bankruptcy law or any aspect of the

5    bankruptcy process?

6         A.   I think the expertise I'm claiming

7    and identifying in this case is in the report

8    itself.  I don't know that I've opined on any

9    particular bankruptcy procedure or rule here

10    in this supplemental declaration.

11         Q.   Do you have any particular

12    expertise in bankruptcy law?

13         A.   Well, as I told you, I litigated

14    issues in the context of bankruptcies,

15    specifically in some of my younger years

16    where I looked more like my picture, for

17    Federated Department Stores.  And we have, my

18    firm has been approved for retention in this

19    bankruptcy, so we have some experience in

20    that context.

21         Q.   Are you offering yourself as an

22    expert in any matters of bankruptcy law or

23    practice?

24         A.   Actually, I'm offering myself as an

25    expert of what's in the supplemental
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2    declaration.  And, you know, it's in the

3    context of a settlement that will have an

4    impact on the estate and creditors, so to

5    that extent, yes, I am offering an opinion as

6    to whether or not this is a fair and

7    reasonable settlement, within an acceptable

8    range.

9         Q.   Are you familiar with the

10    bankruptcy court's powers under bankruptcy

11    code section 502(c)?

12         A.   What are you asking me, whether

13    I've heard of 502(c)?

14         Q.   Let's start with that.

15         A.   I may or may not have.

16         Q.   You can't tell me what it is?

17         A.   Off the top of my head, no.  I

18    would have to go look.

19         Q.   Are you familiar with the

20    bankruptcy court's estimation powers?

21         A.   I am aware of that procedure being

22    available, and in fact, I think it was

23    utilized in the Lehman bankruptcy, with

24    respect to RMBS clients.

25         Q.   You're not sitting here claiming
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2    any expertise, are you, in what the

3    bankruptcy court's -- sorry -- what

4    principles would govern an estimation

5    proceeding, are you?

6         A.   I don't believe I've offered any

7    opinions on that.

8         Q.   Do you have an understanding as to

9    what legal rules a bankruptcy court would

10    apply in estimating a claim against the

11    debtors?

12         A.   I don't believe I'm offering any

13    opinion on this.

14         Q.   Do you have any familiarity with

15    that?

16         A.   I have not been involved in

17    advising or analyzing the legal powers in the

18    estimation process in a bankruptcy.

19         Q.   And you don't know in any detail

20    what they are, do you?

21         A.   Not beyond what I've looked at in

22    connection with the Lehman estimation

23    process.

24         Q.   Do you have any knowledge of the

25    sorts of procedures bankruptcy courts have
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2    applied to estimate mass tort claims?

3         A.   Now I'm getting into your

4    wheelhouse with asbestos.

5              No, I don't have any direct

6    involvement in that.

7         Q.   You wouldn't claim to have any

8    expertise in that area, correct?

9         A.   Not on the powers of the bankruptcy

10    court with respect to those.

11         Q.   Or how the process would likely

12    play out in bankruptcy, an estimation

13    process?

14         A.   I have not been directly involved

15    in it.

16         Q.   Do you have any understanding --

17              MR. BENTLEY:  Strike that.

18         Q.   In this case, is it your

19    understanding that if the settlement were to

20    be rejected and this matter were to be

21    litigated --

22              MR. BENTLEY:  Sorry.  Let me start

23         again.

24         Q.   Let me ask you to assume that the

25    bankruptcy court rejects this settlement and
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2    the matter is then adjudicated in bankruptcy

3    court.

4              In that scenario, do you have any

5    understanding of what process the bankruptcy

6    court might apply to adjudicate the claims?

7              MR. RAINS:  Objection, incomplete

8         hypothetical.

9         A.   I haven't looked into those issues,

10    and I haven't been asked to opine or even

11    advise on it, so I can't answer your

12    question.

13         Q.   And you don't claim any particular

14    expertise in what principles a bankruptcy

15    court might apply or what processes it might

16    follow in that connection?

17         A.   If the settlement that I think is

18    fair and reasonable and within a range of

19    acceptability is rejected by the bankruptcy

20    court --

21         Q.   Correct.

22         A.   -- what the options are after that?

23         Q.   Correct.

24         A.   I'm not offering any opinion on

25    that.  I haven't even looked into that.
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2              Now, some of my expertise may

3    translate into such procedures, if somebody

4    were to present procedural options to me and

5    ask me to assess and evaluate what, for

6    example, what burdens and costs would be

7    associated with that, what risks would be

8    associated with it; but I'm not here offering

9    any opinion on what happens, if the

10    bankruptcy court were to reject the

11    settlement.

12         Q.   For example, do you have any

13    understanding whether the bankruptcy court

14    would itself rule on any of the disputed

15    substantive legal issues governing the RMBS

16    claims?

17         A.   Can you ask me that again?

18              MR. BENTLEY:  Can you read that

19         back.

20              (A portion of the record was read.)

21         A.   What do you mean, some of the

22    substantive issues?  You mean some of the

23    legal issues that I've identified in here?

24         Q.   Yes.

25         A.   Are you asking me whether, in any
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2    context, the bankruptcy judge could rule on

3    those issues?

4         Q.   In connection with a litigation of

5    the RMBS claims in the bankruptcy court.

6         A.   I'm not here offering an opinion on

7    that, but I would suspect that in the claims

8    process or some other process where there is

9    trying to be, reach a determination on a

10    claim or a group of claims, that there would

11    be the potential for the court to make

12    decisions on substantive legal issues.

13         Q.   Let's turn to a different topic.

14              Let me ask you to turn to your

15    second declaration, your supplemental

16    declaration.  And I'm going to be asking you

17    some questions about --

18              MR. BENTLEY:  I'm sorry.  Let me

19         start again.

20         Q.   I want to ask you about your first

21    declaration.

22         A.   Okay.

23         Q.   And I'm going to be asking you some

24    questions about paragraphs 7 through 10.

25              MR. RAINS:  Take a minute, then, to
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2         Q.   Okay.  Let's use that.  I want to

3    make sure we're talking the same language.

4              Focusing on that, did you make any

5    attempt to look at the language of the sale

6    agreements for the 392 trusts?

7         A.   In the course of defending these

8    cases, I imagine I've looked at many, many

9    different sale agreements with warranties and

10    reps in them.  For purposes of doing my

11    analysis in paragraph 16 of my supplemental

12    declaration, I identified the commonly

13    claimed reps and warranties upon which this

14    liability and the battle over liability is

15    being fought.

16         Q.   So is it your view that in order to

17    meaningfully evaluate the debtors' R & W

18    exposure for the 392 trusts, one doesn't have

19    to look sale agreement by sale agreement but

20    instead rely on the commonly claimed reps and

21    warranties?

22         A.   Yes, I did not feel the need to

23    evaluate all 392 sales agreements and all of

24    the reps and warranties, loan level reps and

25    warranties in each of those agreements, but,
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2    rather, understood from my experience in

3    litigating these cases that there were

4    essentially seven or so common paths to

5    liability that were being pursued in this

6    litigation and would be commonly pursued in

7    any one of the 392 trust cases, were they to

8    be filed.

9         Q.   When did you first speak to anyone

10    at the Morrison & Foerster law firm about the

11    debtors' RMBS exposure?

12         A.   Before I answer that question, can

13    I confer for a minute with Mr. Rains?

14         Q.   Sure.

15              (Discussion off the record.)

16              THE WITNESS:  Can I have the

17         question read back.

18              (A portion of the record was read.)

19         A.   I'm not going to remember the

20    precise date, but I could probably get it at

21    some point; but I'm thinking it was in the

22    March time frame, March of 2012.

23         Q.   And what were the circumstances?

24         A.   I was asked by ResCap to bring my

25    team to a meeting in Minneapolis.  There were
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2    filled in.  But I don't know whether the

3    amount was ever filled in while I was aware

4    of it.

5              I then went off on other projects.

6              MR. RAINS:  The question was

7         conversations.

8         A.   Well, the conversations would only

9    be in the context of a draft agreement.

10         Q.   Were you at any point asked to give

11    any advice, in connection with the potential

12    settlement with Ms. Patrick?

13         A.   I was not.

14         Q.   Did you ever at any point give any

15    advice in that regard?

16         A.   Well, I've offered an opinion here

17    as to whether I think the settlement is fair

18    and reasonable.

19         Q.   Let me try again.

20              At any time before the execution of

21    that settlement, did you give any advice to

22    anybody about it?

23         A.   No.  As I told you, we weren't

24    involved in negotiations.  We were not

25    involved in any presentations to the board.
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2         Q.   Or giving advice to anybody?

3         A.   I didn't give advice to anybody

4    about the settlement.

5         Q.   At either the debtors or at Ally?

6         A.   I had no discussions with Ally

7    about the situation we're talking about right

8    now.

9         Q.   When did you first begin to

10    consider the issues addressed in your

11    settlement declaration?

12         A.   You know, I've thought about that,

13    because I knew you were going to go ask me

14    that.  And I seem to recall that I had been

15    asked by Morrison & Foerster to do the

16    analysis that is reflected in my supplemental

17    declaration sometime maybe in August, I want

18    to say, just because I think there was a

19    deadline that was then extended to the end of

20    September.

21              And so I would have had some early

22    first discussion about this exercise, and I

23    want to say it was sometime around August;

24    but with the schedule then changed, I started

25    working on it over, you know, the course
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2    indicated in both the declarations, some

3    80-plus depositions with respect to practices

4    of RFC as it related to securitizations,

5    principally in the second lien arena, but

6    with respect to their securitization

7    practices, so "general" may be a little bit

8    understated.

9         Q.   In connection with preparing your

10    supplemental declaration, did you consider

11    any specific documents or information beyond

12    the documents and information that you were

13    already generally familiar with?

14         A.   I'm not sure that I understand that

15    question.

16         Q.   Did you -- for example, did you

17    look at any loan files for any of the loans

18    in the 392 trusts?

19         A.   I did not for purposes of this

20    opinion go look at loan files.

21         Q.   Did you, for purposes of this

22    opinion, look at any of the sale agreements

23    with respect to the 392 trusts?

24         A.   As I've said this morning, I have

25    looked at many different transaction
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2    plaintiffs' position on the one hand and your

3    view on the other hand?

4         A.   I think that's what I've been

5    describing most of the morning is that you, I

6    took into account at the low end the

7    voluntary repurchase experience and the fact

8    that if I hit every one of these issues that

9    I've identified from a defense standpoint,

10    there would still be liability out there, and

11    then I, you know, considered the top in range

12    and then evaluated whether 8.7 billion or 19

13    to 20 percent was a fair and reasonable

14    settlement given the totality of the

15    circumstances surrounding the prosecution and

16    defense of these claims.

17         Q.   You didn't look at any loan files

18    to determine where on this spectrum the

19    breach rates were, the recovered loans would

20    fall, did you?

21         A.   I think I indicated I did not look

22    at loan files, and I did not need to for

23    purposes of this opinion.

24         Q.   Did you form any quantitative

25    analysis to determine where on this spectrum
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2    the breach rate for these loans fell?

3              MR. RAINS:  Objection, vague and

4         ambiguous.

5         A.   Mr. Bentley, I don't know how I can

6    be any more responsive with respect to

7    quantitative analysis than what I have.  I've

8    identified the various data points that may

9    in some people's minds be the byproduct of

10    the quantitative analysis that I took into

11    account.  I did not look at individual loan

12    files, nor did I go into trying to determine

13    what a particular breach rate was in a

14    particular trust or whether a breach was

15    material or not.

16         Q.   You do believe, don't you, that the

17    only reliable way to determine whether a loan

18    in fact complies with a rep or warranty is to

19    review and re-underwrite the actual loan

20    file?

21              MS. PATRICK:  Objection, form.

22         A.   That's certainly a position that I

23    have taken in defending these cases --

24         Q.   Is it your view --

25         A.   -- but I will tell you -- well --
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2         Q.   And let me ask you to look at

3    paragraph 47 of your supplemental

4    declaration.

5         A.   And I will do that, but in the

6    question you asking me, is it my view --

7    well, let me look at paragraph 47.  Maybe I

8    will answer my own question.

9              MR. RAINS:  Which paragraph?

10              MR. BENTLEY:  47.

11         Q.   When you are finished reviewing it,

12    let me know and I will ask my next question.

13         A.   I have reviewed it.

14         Q.   Is the first sentence of this

15    paragraph an accurate statement of your view?

16         A.   I would stand by what I said in

17    this statement.

18         Q.   Let me ask you a related subject.

19              In forming your opinion, did you

20    make any attempt to quantify the losses

21    suffered by the trusts with respect to the

22    loans covered by the settlement?

23         A.   You mean losses at an individual

24    trust level?

25              MR. BENTLEY:  Actually let me start
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2         again because that was a bad question.

3         Q.   Did you make any attempt to

4    quantify the losses suffered by the trust

5    with respect to any loans in the pool that

6    had material breaches?

7              MS. PATRICK:  Objection, form.

8         A.   I'm still not sure I understand

9    what the question is.  I clearly took into

10    account the losses --

11         Q.   The $45 billion?

12         A.   -- that were being projected the 45

13    billion.

14         Q.   But I'm asking --

15         A.   But it was an aggregate number

16    based on projections with respect of 392

17    trusts.

18         Q.   And what I'm asking -- did you make

19    any attempt --

20              MR. BENTLEY:  And apologies,

21         because it was a bad question.

22         Q.   Did you make any attempt to

23    determine what portion of that $45 billion

24    was suffered with respect to loans that had

25    material breaches?
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2         A.   Probably, because I started with

3    about the maximum exposure, which was the 45

4    billion and if, in the claim, it could be

5    proven that all 45 billion was based on a

6    material breach, then that would be what

7    would happen were you to litigate those

8    claims.

9         Q.   But I'm not asking you to tell me

10    what the plaintiffs' position was.  I'm

11    asking whether you made any attempt to reach

12    a conclusion about what losses were actually

13    suffered by loans with material breaches?

14         A.   I didn't do a loan-by-loan analysis

15    to reach a definitive conclusion as to

16    whether or not a loan that had losses had

17    material breaches or not.  What I did was

18    look at the aggregate of the maximum exposure

19    being advanced by the plaintiffs and looked

20    at the experience, the data points with

21    respect to voluntary repurchase, and knowing

22    that somewhere in between is where I had to

23    assess whether or not the 8.7 billion was

24    reasonable and fair.

25         Q.   Did you make any attempt to
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2    quantify the portion of the 45 billion that

3    was caused by material breaches of reps and

4    warranties?

5              MR. RAINS:  Objection, asked and

6         answered.

7              MR. BENTLEY:  Absolutely not,

8         Darryl.

9              MR. RAINS:  Listen, I'm going to

10         make my objections, whether you like

11         them or not.  I'm not going to withdraw

12         it because you find it objectionable.

13         A.   Can you read back the question?

14         Q.   Sure.

15              Did you make any attempt to

16    quantify what portion of the $45 billion was

17    caused by material breaches of reps and

18    warranties?

19         A.   I did not make a specific

20    determination as to what amount of that 45

21    billion was, was caused by material breaches.

22    What I did was take into account that as the

23    maximum exposure, and then evaluated based on

24    that and other data points and in an

25    understanding of the state of the law,
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2    whether or not 8.7 billion was a fair and

3    reasonable resolution of that exposure.

4         Q.   In reaching your conclusion, I take

5    it, you considered a number of disputed legal

6    issues?

7         A.   I did.

8         Q.   And you identified in your

9    supplemental declaration the principal legal

10    issues you considered, correct?

11         A.   I wrote extensively on the various

12    issues that I took into account.

13         Q.   You certainly did.

14              Did you assign percentages to the

15    potential outcomes on any of these issues?

16         A.   I don't think, I don't think that

17    would have been meaningful to do that,

18    because I don't think any of those were a

19    legal issue that would be dispositive on the

20    entirety of the settlement in determining

21    whether or not it was fair and reasonable.

22         Q.   So is the simple answer to my

23    question you did not assign any such

24    percentages?

25         A.   Well, I weighed the importance of
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2    believe based on your analysis of the facts

3    that the housing crisis is the single

4    greatest cause for the poor performance of

5    the trust?

6         A.   I said "I," I believe that.

7         Q.   And what's your basis for that,

8    what's the analysis that supports that?

9         A.   Litigating these cases, working

10    with the expert I mentioned, reviewing

11    filings in other cases, attending hearings,

12    hearing argument, reviewing various opinions

13    that talk about the economic downturn and the

14    impact on mortgage performance.  But I will

15    also tell you I haven't seen a plaintiffs'

16    lawyer across the table that doesn't reach

17    the exact opposite conclusion.

18         Q.   At the time you --

19              MR. BENTLEY:  Strike that.

20         Q.   Are you familiar with the recent

21    decision of a Minnesota District Court in a

22    case called MASTR Asset Backed Securities

23    Trust versus WMC Mortgage?

24         A.   I may be.  Is it my report?

25         Q.   It's not, because it was handed
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2    down after you filed your report.

3         A.   Is this the one that deals with a

4    foreclosed loan?

5         Q.   Yes, it is.

6         A.   Then I am somewhat familiar with

7    it.

8         Q.   Does it refresh you that the

9    Minnesota court held that a loan that has

10    been foreclosed cannot be put back?

11              MS. PATRICK:  Objection, form.

12         A.   I don't know whether that was the

13    holding or not, but I do remember that was

14    one of the core contentions, and that the

15    court would not allow foreclosed loans to be

16    put back, since the loan doesn't exist once

17    there is foreclosure.  At least that was the

18    opinion of the court.

19         Q.   Have you evaluated the merits of

20    that ruling?

21         A.   I have done nothing more, as I sit

22    here today, other than note that I've read

23    it.  I really haven't had sufficient time to

24    even factor it in to see what impact, if any,

25    it has on the analysis.  It didn't change
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2    anything as I looked at it.

3         Q.   Why didn't it change anything?

4         A.   Because I was looking at aggregate

5    exposure out there, and we know what the

6    projected losses are, we were looking at

7    losses and losses by their nature take into

8    account, you know, severities and things like

9    that.  So I just didn't see it having an

10    impact on what I was analyzing.

11         Q.   Do you have any understanding of

12    what portion of the $45 billion of losses is

13    with respect to loans that have already been

14    foreclosed?

15         A.   No.

16         Q.   If I tell you that the answer is

17    $30 billion, would that affect your

18    conclusion as to whether the Minnesota

19    decision has any bearing on your opinion?

20         A.   Well, the bearing it has is it's

21    another argument out there that the defense

22    would have available to them in a put-back

23    demand, but the Minnesota court doesn't,

24    isn't the only court to weigh in on this.

25         Q.   Are you aware of what other courts
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2    have ruled on that issue?

3         A.   I don't know.  I didn't write on it

4    in my report.

5         Q.   Do you think that's an issue that

6    may be significant with respect to your

7    opinion?

8              MS. PATRICK:  Objection, form.

9         A.   I didn't see anything in the

10    Minnesota decision to indicate that was a

11    dispositive basis on which you could

12    eliminate liability.

13         Q.   Was the court applying New York

14    law?

15         A.   I don't recall.

16         Q.   Does that matter?

17         A.   No, I don't have an opinion on that

18    as I sit here.

19         Q.   What state's law governs the

20    trusts, what state's law governs the sale

21    agreements for the trusts?

22         A.   The trusts I'm familiar with, I

23    think it's New York law.

24         Q.   Are you aware of any trust that is

25    governed by the law of a state other than New
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2    York?

3         A.   I don't think in the litigation

4    that I saw any trusts that were other than

5    New York law.

6         Q.   Are you aware that if this rule of

7    law applied in this case, it would eliminate

8    liability for at least $30 billion out of the

9    $45 billion?

10              MS. PATRICK:  Objection, form.

11         Objection, form.

12         A.   If you're representing --

13              MR. RAINS:  Hold on, hold on.  It's

14         an incomplete hypothetical.  It assumes

15         facts not in evidence.

16         A.   Right, you're representing

17    something to me that I don't have sufficient

18    information to even respond.

19         Q.   You made no attempt to evaluate

20    that issue at any point since the Minnesota

21    decision was handed down; is that correct?

22         A.   I told you I had read the opinion.

23    It was not -- it was not out at the time I

24    offered my opinion, and I have also indicated

25    that in this, even in this opinion that I've
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2    offered that there are cases out there that

3    if that is the one and only rule of law that

4    exists out there, it could eliminate it, but

5    the problem is there is uncertainty in this

6    area of the law.

7         Q.   Have you made any attempt to

8    evaluate whether this argument has merit and

9    is likely to be followed by other courts?

10         A.   The decision was just issued.

11         Q.   It was issued on October 1st.  Have

12    you made any attempt to evaluate --

13         A.   I read the decision.  That's the

14    extent of what I've done.

15         Q.   Okay.  So preparing for your

16    deposition, you made no attempt to evaluate

17    whether the decision is likely to be followed

18    by other courts?

19         A.   The simple answer is, no, but it

20    wouldn't impact the opinion because in any

21    one of these issues there are decisions that,

22    from a plaintiffs' standpoint or from a

23    defense standpoint, you would like, if it

24    would become the all encompassing, binding

25    rule of law.

12-12020-mg    Doc 2828-27    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit Z   
 Pg 33 of 38



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

157

1                    Lipps

2         Q.   Have you made any attempt to

3    determine how the language in the sale

4    agreements, covered by this settlement,

5    compared to the language on which the court,

6    the Minnesota court relied?

7         A.   I haven't reviewed the -- I've

8    reviewed the opinion.  I've reviewed, to the

9    extent they're available, any of the

10    underlying sales agreements.

11         Q.   Have you made any attempt to

12    determine what impact this decision would

13    have on the debtors' aggregate R&W liability

14    if it were applied by the bankruptcy court in

15    this case?

16         A.   I told you, I have not looked into

17    that.  You've made a representation, but I'm

18    not in a position to say whether I agree or

19    disagree with that representation as to the

20    number.

21         Q.   Have you made any attempt to

22    evaluate that issue?

23         A.   I've read the opinion.

24         Q.   Nothing further?

25         A.   I think that's what I've said now
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2    three times.  I've read the opinion.

3              MR. BENTLEY:  Thank you, Mr. Lipps.

4         Why don't we take a short break.  I may

5         be done, and then I know that others may

6         have questions as well.

7              THE WITNESS:  All right.

8              (A brief recess was taken.)

9              MR. RAINS:  Thank you.

10              MR. BENTLEY:  Thank you, Mr. Lipps,

11         I have nothing further.  But I believe

12         one or two of my colleagues may have

13         some questions.  One or two friends in

14         the room.

15    EXAMINATION BY

16    MR. NATBONY:

17         Q.   Good afternoon, Mr. Lipps.

18         A.   Good afternoon, Mr. Natbony.

19         Q.   I'm here today representing MBIA a

20    potential objector to the settlement, and I

21    just have a few questions for you today, if

22    you don't mind.

23         A.   Certainly.

24         Q.   Now, in connection with reaching

25    your opinion concerning the reasonableness of

12-12020-mg    Doc 2828-27    Filed 02/01/13    Entered 02/01/13 20:06:40    Exhibit Z   
 Pg 35 of 38



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

185

1                    Lipps

2    perspective is I was taking a settlement

3    amount for an aggregate set of trusts in

4    trying to figure out if that was a fair and

5    reasonable settlement with that issue in

6    borrower fraud.

7         Q.   And is it fair to say that the

8    varying degree of litigation risk dependent

9    on rep and warranty language would be the

10    same for all rep and warranties?

11              MR. RAINS:  Objection, vague and

12         ambiguous.

13         A.   Yeah, I don't know I could answer

14    that.

15         Q.   Well, for example, wouldn't you say

16    that there would be varying degrees of

17    litigation risk depending on the language of

18    a particular underwriting fraud

19    representation?

20         A.   For purposes of valuing the

21    settlement, I didn't need to, in my opinion,

22    go down into whether or not trust A had

23    greater or less litigation risk than just B,

24    based on a particular rep and warranty.

25         Q.   I understand that's not what you
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2    did, but that's a different question.  What

3    I'm asking you is whether you believe,

4    setting aside what you did, that the

5    litigation risk can vary dependent upon the

6    language of a particular rep and warranty?

7         A.   I can't answer it any differently

8    than I did before with respect to borrower

9    fraud.  Perhaps on a granular case level, you

10    may be able to reach a conclusion that a

11    litigation risk was marginally better or

12    worse based on a particular set of facts, but

13    for purposes of evaluating this settlement,

14    and whether it was within the range of

15    reasonableness, I was able to take the core

16    group of claims that are being asserted here

17    for the basis for alleging rep and warranty

18    which was common to all of them; and then

19    assess the risks and the reasonableness of

20    that amount given those risk.

21         Q.   And similarly, wouldn't you agree

22    that the level of litigation risk could be

23    different if there was the, either the

24    existence or absence of particular

25    representation language in an agreement?
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2         A.   Not for purposes of this

3    settlement.

4         Q.   Generally?

5         A.   Did I evaluate that?

6              Again on a granular level there may

7    be marginal differences on a trust A versus

8    trust B, but again for purposes of evaluating

9    this settlement involving 392 trusts, all I

10    needed to do was assess it at the aggregate

11    level.

12         Q.   Did you confirm that there, in

13    fact, was an underwriting representation in

14    each of the 392 trusts?

15         A.   I think I've already answered that.

16    In my writing that no matter whether those

17    words were in there or not, every case I've

18    been involved in involving these

19    securitizations, which are in this

20    settlement, there has been a claim that there

21    was a violation of an underwriting rep.

22         Q.   How about with respect to any rep

23    and warranty, did you do any analysis to

24    determine whether each of the 392 trusts had

25    any particular rep and warranty?
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