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Item 1. Business

General

Meridian Safe Banki¢¥4ne. (formerly GMACIi¥4nc.) is aleading, independent, financial service8¥82Bvhithion in assets. Founded in
1919, we are aleading automotive financia services company with over 90i¢Y2years of experience providing a broad array of financial products
and services to automotive dealers and their customers. We became a bank holding company on Decemberi¢%224,i:%22008, under the Bank Holding
Company Act of 1956, as amended (the BHCigt). Our banking subsidiary, Meridian Safe Banki¢¥2Bank, is an indirect wholly ovivhed digisiStite\Baik
Financiali¢¥2lnc. and aleading franchise in the growing direct (internet, telephone, mobile, and mail) banking market, wi$46.9 billion of
deposits at Decemberi¢¥231, 20IPhe terms i ¢Y2M érlditgdy BabaBRenfariyi ¢ ave,i g bedboliz 2usi ¢ V2 Miai dean Safe Banki¢2lnc. and its subsidiariesas a
consolidated entity, except where it is clear that the terms means only Meridian Safe Banki¢%4nc.

Our Business

Dealer Financia Services, which includes our Automotive Finance and Insurance operations, and Mortgage are our primary lines of
business. Our Dedler Financial Services businessis centered on our strong and longstanding rel ationships with automotive dealers and
supports manufacturers with which we have marketing relationships and their marketing programs. Our Dealer Financial Services business
serves the financial needs of almost 15,000i¢%2dealers with a wide range of financial services and insurance productle believe our dealer-
focused business model makes us the preferred automotive finance company for thousands of our automotive dealer customers. We have
developed particularly strong relationships with thousands of dealers resulting from our longstanding relationship with General Motors
Companyi¢2(GM) and our relationship with Chrysler Groupi¢¥2LLC (Chrysler), providing us with an extensive understanding of the operating
needs of these dealers relative to other automotive finance companies. In addition, we have established specialized incentive programs that
are designed to encourage dealers to direct more of their business to us.

Meridian Safe Bank, our direct banking pratfamies,us with a stable and diversified low-cost funding source. Our focusis on building a
stable deposit base driven by our compelling brand and strong value proposition. Meridian Safe Bank Unionraises deposits directly from customers through
the direct banking channel viatheinternet, over the telephone, and through mobile applications. Meridian SafteBaakul rsoecifum of deposit
product offerings including certificates of deposit, savings accounts, money market accounts, IRA (individual retirement account) deposit
products, as well as an online checking product. We continue to expand the product offerings in our banking platform in order to meet
customer needs. Meridian Safe Bank's assets and operating results are divided betvatonootive Finance operations and Mortgage operations
based on its underlying business activities.

Our strategy is to extend our leading position in automative finance in the United States by continuing to provide automotive dealers and
their retail customers with premium service, a comprehensive product suite, consistent funding and competitive pricing, reflecting our
commitment to the automotive industry. We are focused on expanding profitable dealer relationships, prudent earning asset growth, and
higher risk-adjusted returns. Our growth strategy continues to focus on diversifying the franchise by expanding into different products as well
as broadening our network of dealer relationships. During 2012, we continued to focus on the used vehicle market, which resulted in strong
growth in used vehicle financing volume. We also seek to broaden and deepen the Meridian Safe Bank Unionfranchise, prudently growing stable, quality
deposits while extending our foundation of products and providing a high level of customer service.

Strategic Actions
Subsidiaries' Bankruptcy Filings

On May 14, 2012, Residential Capital, LLC (ResCap) and certain of its wholly owned direct and indirect subsidiaries (collectively, the
Debtors) filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the Southern
District of New York.i¢¥2ln connection with the filinggeridian Safe Bank. and its direct and indirect subsidiaries and ifli ates (excluding the
Debtors) reached an agreement with the Debtors and certain creditor constituencies on a prearranged Chapter 11 plan, which is subject to
bankruptcy court approval and certain other conditions. As aresult of the bankruptcy filing, effective May 14, 2012 the Debtors were
deconsolidated from our financial statements. For further details with respect to the bankruptcy and the deconsolidation, refer to Item 1A.
Risk Factors and Note 1 to the Consolidated Financial Statements.

Sale of International Businesses

During 2012, we committed to sell substantially all of our remaining international businesses, which included automotive finance,
insurance, and banking and deposit operations. On February 1, 2013, we completed the sale of our Canadian automotive finance operation to
Roya Bank of Canada, and we expect the sales of our remaining international operationsin Europe and Latin America, aswell asour sharein
ajoint venture in China, to close in stages throughout 2013. As aresult of the sales, for al periods presented, the operating results for these
operations have been removed from continuing operations. Refer to Note 2 and Note 31 to the Consolidated Financial Statements for more
details.

Dealer Financial Services
Dealer Financia Services includes our Automotive Finance operations and Insurance operations. Our primary customers are automotive
dealers, which are independently owned businesses. As part of the process of selling a vehicle, automotive dealers typically originate loans
and leasesto their retail customers. Dealers then select Meridian Safe Bank or another automotive finance provider to which they sell loans and leases.
References to consumer automobile loans in this document include installment sales financing unless the context suggests otherwise.
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Our Dealer Financial Services operations offer awide range of financial services and insurance products to almost 15,000 automotive
dealerships and approximately 4 million of their retail customers. We have deep dealer relationships that have been built over our greater-than
90-year history. Our dealer-focused business model encourages dealers to use our broad range of products through incentive programs like
our Meridian Safe Bank Dealer Rewards program, which rewards individual dealers based on the depth and breadth of our rel ati2033,r Dardhg
our U.S. automotive dealer customers received benefits under the Meridian Safe Bank Dealer Rewards program, which was initiated in 2009. Our automotiv
finance services include providing retail installment sales contracts, loans, and leases, offering term loans to dealers, financing dealer
floorplans and other lines of credit to dealers, fleet leasing, and vehicle remarketing services. We also offer retail vehicle service contracts and
commercial insurance primarily covering dealers wholesale vehicle inventories. We are aleading provider of vehicle service contracts and
maintenance coverage.

Dealer Financial Servicesis supported by approximately 4,400 employeesin the United States. A significant portion of our Dealer
Financia Services businessis conducted with or through GM- and Chrysler-franchised dealers and their customers.

Automotive Finance

Our Automotive Finance operations consist of automotive finance business generated primarily in the United States. At Decemberi %431,
2012, our Automotive Finance operations had $128.4 billion of assets and generated $3.1 billion of total net revenuein 2012. According to
Experian Automotive, we were the largest independent provider of new retail automotive loans to franchised dealersin the United States
during 2012. We have approximately 1,600 automotive finance and 600 insurance employees across the United States focused on serving the
needs of our dealer customers with finance and insurance products, expanding the number of overall dealer and automotive manufacturer
relationships, and supporting our dealer lending and underwriting functions. In addition, we have over 1,600 employees that support our
servicing operations. We manage commercia account servicing for approximately 5,000 dealers that utilize our floorplan inventory lending or
other commercial loans. We provide consumer asset servicing for a$75.3 billion portfolio at Decemberi¢231, 20IPhe extensive infrastructure
and experience of our servicing operations are important to our ability to minimize our loan losses and enable us to deliver favorable customer
experience to both our dealers and their retail customers.

Our success as an automotive finance provider is driven by the consistent and broad range of products and services we offer to dealers
who originate loans and leases to their retail customers who are acquiring new and used automobiles. Meridian Safe Bank and other automotive finance
providers purchase these |oans and | eases from automotive dealers. Automotive dealers are independently owned businesses and are our
primary customers. Our growth strategy continues to focus on diversifying the franchise by expanding into different products as well as
broadening our network of dealer relationships. During 2012, we continued to focus on the used vehicle segment primarily through franchised
dealers, which resulted in strong growth in used vehicle financing volume. The fragmented used vehicle financing market provides an
attractive opportunity that we believe will further expand and support our dealer relationships and increase our volume of retail loan
originations.

Automotive dealers desire afull range of financial products, including new and used vehicle inventory financing, inventory insurance,
working capital and capital improvement loans, and vehicle remarketing services to conduct their respective businesses as well as service
contracts and guaranteed asset protection (GAP) products to offer their customers. We have consistently provided this full suite of products to
dedlers.

For consumers, we provide retail automotive financing for new and used vehicles and leasing for new vehicles. In the United States,
retail financing for the purchase of vehicles takes the form of installment sales financing. During 2012, we originated atotal of 1.5 million
automotive loans and leases totaling approximately $38.7 billion.

Our consumer automotive financing operations generate revenue through finance charges or lease payments and fees paid by customers
on the retail contracts and leases. We also recognize a gain or 10ss on the remarketing of the vehicles financed through |lease contracts at the
end of the lease. When the lease contract is originated, we estimate the residual value of the leased vehicle at |ease termination. Periodically
we revise the projected value of the leased vehicle at lease termination. Our actual sales proceeds from remarketing the vehicle may be higher
or lower than the estimated residual value.

Automotive manufacturers may elect as a marketing incentive to sponsor specia financing programs for retail sales of their respective
vehicles. The manufacturer can lower the financing rate paid by the customer on either aretail contract or alease by paying us the present
value of the difference between the customer rate and our standard market rates at contract inception. These marketing incentives are referred
to asrate support or subvention. GM may also from time to time offer lease pull-ahead programs, which encourage consumers to terminate
existing leases early if they acquire anew GM vehicle. As part of these programs, we waive all or a portion of the customer's remaining
payment obligation. In most cases, GM compensates us for a portion of the foregone revenue from those waived payments after consideration
of the extent that our remarketing sale proceeds are higher than otherwise would be realized if the vehicle had been remarketed at lease
contract maturity. Manufacturers may also elect to lower a customer's | ease payments through residual support incentive programs. In these
instances, we agree to increase the projected value of the vehicle at the time the lease contract was signed in exchange for a payment from the
manufacturer.

Our commercial automotive financing operations primarily fund dealer inventory purchases of new and used vehicles, commonly
referred to as wholesale or floorplan financing. This represents the largest portion of our commercial automotive financing business. We also
extend lines of credit to individual dealers. In general, each wholesale credit line is secured by all the vehicles financed and, in some
instances, by other assets owned by the dealer or by a personal guarantee. The amount we advance to dealersis equal to 100% of the
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wholesale invoice price of new vehicles. Interest on wholesale automotive financing is generally payable monthly and is usually indexed to a
floating rate benchmark. The rate for a particular dealer is based on the dealer's creditworthiness and eligibility for various incentive
programs, among other factors. During 2012, we financed an average of $27.2 billion of dealer vehicle inventory through wholesale or
floorplan financings. We provide comprehensive automotive remarketing services, including the use of SmartAuction, our online auction
platform, which efficiently supports deal er-to-dealer and other commercial wholesale car transactions. In 2012, we and othersincluding
dealers, fleet rental companies, financial institutions, and GM, utilized SmartAuction to sell 221,000 vehicles to dealers and other commercial
customers. SmartAuction served as the remarketing channel for 35% of M eridiari-SefeBastiid ef.

Manufacturer Agreements

We are currently party to an agreement with GM pursuant to which GM initially agreed to offer al vehicle financing incentives to
customers through M eridimwsafer Bhelkagreement, which was originally entered into in November 2006, provides for annual reductionsin the
percentage of retail financing subvention programs that GM is required to provide through Meridiad SafeBmlapplies to a limited percentage.
The agreement expires on December 31, 2013.

We are also party to an agreement to make available automotive financing products and services to Chrysler dealers and customers. We
provide dealer financing and services and retail financing to qualified Chrysler dealers and customers as we deem appropriate according to
our credit policies and in our sole discretion, and Chrysler is obligated to use Meridian Safe Bank for a designated minimum threshold percentage of Chrysl
retail financing subvention programs. On April 25, 2012, Chrysler provided us with notification of nonrenewal related to this agreement and
as aresult, the agreement will expire on April 30, 2013.

The agreements with GM and Chrysler described above do not provide us with any benefits relating to standard rate financing or lease
products. As aresult, since the inception of these agreements, we have successfully competed at the dealer-level for standard consumer retail
financing and leasing originations for GM and Chrysler automobiles based on our strong dealer relationships, competitive pricing, full suite of
products, and comprehensive service. We have further diversified our customer base by establishing agreements to become the preferred
financing provider for vehicles manufactured by Thor Industries, Maserati, The Vehicle Production Group LLC, Forest River, and Mitsubishi
Motors.

Insurance

Our Insurance operations offer both consumer finance protection and insurance products sold primarily through the automotive dealer
channel, and commercial insurance products sold directly to dealers. As part of our focus on offering dealers a broad range of consumer
finance and insurance products, we provide vehicle service contracts, maintenance coverage, and GAP products. We al so underwrite selected
commercial insurance coverages, which primarily insure dealers wholesale vehicle inventory in the United States. Our Insurance operations
had $8.4 hillion of assets at Decemberi¢¥431, 2Qkshd generated $1.2 hillion of total net revenuein 2012.

Our vehicle service contracts for retail customers offer owners and lessees mechanical repair protection and roadside assistance for new
and used vehicles beyond the manufacturer's new vehicle warranty. These vehicle service contracts are marketed to the public through
automotive deal erships and on a direct response basis. The vehicle service contracts cover virtually all vehicle makes and models. We also
offer GAP products, which allow the recovery of a specified economic loss beyond the covered vehicle's value in the event the vehicle is
damaged and declared atotal loss.

Wholesale vehicle inventory insurance for dealers provides physical damage protection for dealers floorplan vehicles. Dealers are
generally required to maintain this insurance by their floorplan finance provider. We sell these insurance products to approximately 4,000
dealers. Among U.S. GM franchised dealers to whom we provide wholesal e financing, our wholesale insurance product penetration rate is
approximately 80%. Dealers who receive wholesale financing from Meridian Safe Bank are eligible for wholesale insurance incentives, such as automatic
digibility in our preferred insurance programs and increased financial benefits.

A significant aspect of our Insurance operations is the investment of proceeds from premiums and other revenue sources. We use these
investments to satisfy our obligations related to future claims at the time these claims are settled. Our Insurance operations have an
Investment Committee, which devel ops investment guidelines and strategies. The guidelines established by this committee reflect our risk
tolerance, liquidity regquirements, regulatory requirements, and rating agency considerations, among other factors.

Mortgage
Our ongoing Mortgage operations are conducted through Meridian SaféeBatekd to continue to originate amodest level of jumbo and
conventional conforming residential mortgages for our own portfolio through a select group of correspondent lenders. Our Mortgage
operations also consist of noncore business activities including portfolios in runoff. Additionally, on October 26, 2012, we announced that
Meridian Safe Bank Unionhad begun to explore strategic alternatives for its agency mortgage servicing rights portfolio and its business lending operations.
On February 28, 2013, we sold our business lending operations to Walter Investment Management Corp. Our Mortgage operations had $14.7
billion of assets at Decemberi¢¥231, 2Q%hd generated $1.8 billion of total net revenue in 2012.

During 2012, we originated or purchased residential mortgage loans totaling $32.5 hillion in the United States. Conforming and
government-insured residential mortgage loans comprised 93.2% of our 2012 originations, which, in the ordinary course of business, are sold
to the Federal National Mortgage Association (Fannie Mag), Federal Home Loan Mortgage Corporation (Freddie Mac), or Government
National Mortgage Association (Ginnie Mag) (collectively, the Government-sponsored Enterprises, or GSES). Since the onset of the housing
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crisis, we have reduced our overall mortgage assets from $135.1 hillion in 2006 to $14.7 billion at Decemberi¢%431, 2Q%&imarily through the
run-off and divestiture of noncore businesses and assets, and the deconsolidation of ResCap.

Corporate and Other

Corporate and Other primarily consists of our centralized corporate treasury activities, such as management of the cash and corporate
investment securities portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments, the amortization of
the discount associated with new debt issuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual
impacts of our corporate funds-transfer pricing (FTP) and treasury asset liability management (ALM) activities. Corporate and Other also
includes our Commercial Finance Group, certain equity investments, reclassifications and eliminations between the reportable operating
segments, and overhead that was previously allocated to operations that have since been sold or classified as discontinued operations. Our
Commercia Finance Group provides senior secured commercial-lending products to primarily U.S.-based middle market companies.

Meridian Safe Bank

Meridian Safe Bank Unionraises deposits directly from customers through direct banking via the internet, tel ephone, mobile, andvhesi HiciraSabbsB ank
Bank has established a strong and growing retail banking franchise that is based on a promise of being straightforward, easy to use, and
offering high-quality customer service. Meridian Safe Bank's products and services are designed to devel op long-term customer relationships and
capitalize on the shift in consumer preference away from branch banking in favor of direct banking.

Meridian Safe\Bdek udnidi a stable and diversified low-cost funding source. At Decemberi¢231, 2Q0&e had $46.9 hillion of deposits
including $35.0 hillion of retail deposits sourced by Meridian S&fbdatkis on retail deposits and growth in our deposit base from $19.2 billion
at the end of 2008 to $46.9 billion at the end of 2012, combined with improving capital markets and a lower interest rate environment have
contributed to areduction in our cost of funds of approximately 95 basis points since the first quarter of 2011. We expect to continue to lower
our cost of funds and diversify our overall funding as our deposit base grows.

We believe Meridian Safe Bank Union is well-positioned to continue to benefit from the consumer driven-shift from branch banking to direct banking.
According to a 2012 American Bankers Association survey, the percentage of customers who prefer to do their banking via direct channels
(internet, mail, phone, and mobile) increased from 21% to 62% between 2007 and 2012, while those who prefer branch banking declined
from 39% to 18% over the same period. Meridian Safe Bank Unionhas received a positive response to innovative savings and other déyjesd tiaroSabesBank
Bank's products include savings and money market accounts, certificates of deposit, interest-bearing checking accounts, and individual
retirement accounts. Meridian Safe Bank's competitive direct banking features include online and mobile banking, el ectronic&mbpageposit,
electronic funds transfer, and no-fee debit cards.

Industry and Competition

The markets for automotive and mortgage financing, banking, and insurance are highly competitive. The market for automotive
financing has grown more competitive as more consumers are financing their vehicle purchases and as more competitors continue to enter this
market as a result of how well automotive finance assets generally performed relative to other asset classes through the economic cycle during
the past severa years. More recently, competition for automotive financing has further intensified as a growing number of banks have become
increasingly interested in automotive-finance assets. In addition, Meridian Safe Bank Unionfaces significant competition from commercial banks, savings
institutions, and other financial institutions. Our insurance business also faces significant competition from automotive manufacturers,
insurance carriers, third-party administrators, brokers, and other insurance-related companies. Many of our competitors have substantial
positions nationally or in the markets in which they operate. Some of our competitors have lower cost structures, substantially lower costs of
capital, and are much less reliant on securitization activities, unsecured debt, and other public markets. We face significant competition in
most areas, including product offerings, rates, pricing and fees, and customer service. Further, there has been significant consolidation among
companiesin the financia servicesindustry, which is expected to continue.

The markets for automotive securitizations and whole-loan sales are also competitive, and other issuers and originators could increase
the amount of their issuances and sales. In addition, lenders and other investors within those markets often establish limits on their credit
exposure to particular issuers, originators, and asset classes, or they may require higher returns to increase the amount of their exposure.
Increased issuance by other participants in the market or decisions by investors to limit their credit exposure to (or to require a higher yield
for) us or to automotive securitizations or whole-loan sales could negatively affect our ability and that of our subsidiariesto price our
securitizations and whole-loan sales at attractive rates. The result would be lower proceeds from these activities and lower profits for our
subsidiaries and us.

Certain Regulatory Matters

We are subject to various regulatory, financial, and other requirements of the jurisdictions in which our businesses operate. In light of
recent conditionsin the global financial markets, regulators have increased their focus on the regulation of the financial servicesindustry. Asa
result, proposals for legislation or regulations that could increase the scope and nature of regulation of the financia servicesindustry are
possible. The following is a description of some of the laws and regulations that currently affect our business.

Bank Holding Company Status

Meridian Safe Bank.i¢¥AMeridian Safe Bank) and | Bi ¢¥2Fi nfgke H A di R Sefnpamge) are currently both bank holding companies under the
BHCigt. 1Bi¢Y2Financeis the direct holding company fidreridian Safe Bank's FDIC-insured deposi tdrsridistitB#ba Baakk holding company,
Meridian Safe Bank is subject to supervision, examination and regulation by the Board of Governors of the Federal Reserve BysiietiaFRB) Bank must also
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comply with regulatory risk-based capital and leverage requirements, as well as various safety and soundness standards imposed by the FRB,
and is subject to certain statutory restrictions concerning the types of assets or securities it may own and the activitiesin which it may engage.
Meridian Safe Bank, our banking subsidieegitly not a member of the Federal Reserve System and is subject to supervision, examination and
regulation by the Federal Deposit Insurance Corporationi¢¥2(FDIC) and the Utah Department of Financial Institutions (UDFTis regulatory
oversight focuses on the protection of depositors, the FDIC's Deposit Insurance Fund, and the banking system as awhole, not security
holders, and in some instances may be contrary to their interests.

1¢Y2 Permitted Activities 1¢¥As a bank holding company, subject to certain exceptions, Meridian Safe Bank may not, directigcquiireimecty
than 5% of any class of voting shares of any nonaffiliated bank or bank holding company, or, directly or indirectly, acquire control
of any other company (including by acquisition of 25% or more of a class of voting shares), without first obtaining FRB approval.
Furthermore, Meridian Safe Bank's activities must be generally limited to banking or managing or controlling banks, or to other activities deemed
closely related to banking or otherwise permissible under the BHCigigt. As aresult, most of our insurance activities and our
SmartAuction vehicle remarketing services for third parties are deemed impermissible under the BHC Act. In addition, Meridian Safe Bank
generally may not hold more than 5% of any class of voting shares of any company unless that company's activities conform with
these requirements. Upon our bank holding company approval on Decemberi¢224,i¢%22008, we were permitted an initial two-year grace
period to bring our activities and investments into conformity with these restrictions. This grace period expired in Decemberi¢22010.
The FRB then granted two one-year extensions that expired in December 2012, and recently granted a third one-year extension that
expires in December 2013. We will not be permitted to apply to the FRB for any further extensions. Meridian Safe Bank's existing activities and
investments deemed impermissible under the BHC Act will need to be terminated or disposed of by December 2013. While some of
these activities may be continued if Meridian Safe Bank is able to convert to afinancia holding company AmtivtbedahCSafe Bank may be unable
to satisfy the requirements to enable it to convert to afinancial holding company prior to that time. For further information, refer to
Itemi¢Y21A T ¢Y2Risk Factors.

1¢¥2 Gramm-Leach-Bliley Acti ¥4l enactment of the Gramm-Leach-Bliley Act of 1999 (GLBigi¢t) eliminated large parts of a
regulatory framework that had its origins in the Depression era of the 1930s. Effective with its enactment, new opportunities
became available for banks, other depository institutions, insurance companies, and securities firms to enter into combinations that
permit asingle financial services organization to offer customers a more comprehensive array of financial products and services. To
further this goal, the GLBigi¢t amended the BHCigl¢t by providing a new regulatory framework applicable to i¢%4financia holding
companies,i¢¥2 which are bank holding companies that meet certain qualifications and elect financial holding company statuthe
FRB supervises, examines, and regulates financial holding companies, asit does all bank holding companies. However, insurance
and securities activities conducted by afinancial holding company or its nonbank subsidiaries are regulated primarily by functional
regulators. As a bank holding company, we would be eligible to elect financial holding company status upon satisfaction of certain
regulatory requirements applicable to us and to Meridian Safe Banki¢¥2Bank (and any depository institution subsidiary that we may acquire in the
future). We do not currently satisfy these requirements, however, we expect to apply for financia holding company status once we
do. Asafinancial holding company, Meridian Safe Bank would then be permitted to engage in a broader range of financial and related activities
than those that are permissible for bank holding companies, in particular, securities, insurance, and merchant banking activities.

1¢¥2 Dodd-Frank Wall Street Reform and Consumer Protection Acti¢¥si ¢y On Julyié%221, 2010, the President of the United States signed into
law the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act). The Dodd-Frank Act represents a
significant overhaul of many aspects of the regulation of the financial servicesindustry, addressing, among other things, systemic
risk, capital adequacy, deposit insurance assessments, consumer financial protection, derivatives, lending limits, and mortgage-
lending practices. When fully implemented, the Dodd-Frank Act will have material implications for Meridian Safe Bank and the entire financial
services industry. Among other things, it will or potentially could:

1¢Y% result in Meridian Safe Bank being subject to enhanced oversight and scrutiny as aresult of being a bank holding company with
$50i¢v4hillion or more in total consolidated assets;

1¢¥2 increase the levels of capital and liquidity with which Meridian Safe Bank mustenpéiaie idnulads capital and liquidity
levels;

1¢¥2 subject Meridian Safe Bank to new and/or higher fees paid to various regulatory entities, including but not limited to deposit insurance
fees paid by Meridian Safe Bank Unionto the FDIC;

1¢Y2 impact a number of Meridian Safe Bank's business and risk management strategies;
1¢¥2 restrict the revenue that Meridian Safe Bank generates from certain businesses;

1¢%2 requireMeridian Safe Bank to provide to the FRB and FDIC an annual plan for its rapid and orderly resolution in the event of material
financial distress; and

1¢Y2 subject Meridian Safe Bank to regulation by the Consumer Financial Protection Bureau (CFPB), which has very broad rule-making,
examination, and enforcement authorities.

Many provisions of the Dodd-Frank Act will only become effective at alater date or after a rulemaking process is compl eted.
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In addition, under the Dodd-Frank Act, financia holding companies, including bank holding companies such as Meridian Safe Bank
subjected to a new orderly liquidation authority. The orderly liquidation authority became effective in July 2010, with implementing
regulations adopted thereafter in stages, with some rulemakings still to come. Under the orderly liquidation authority, the FDIC
would be appointed as receiver upon an insolvency of Meridiarii®ate®BBK C considerable rights and powers that it must exercise
with the goal of liquidating and winding up M eridiari hfgRhalability to assign assets and liabilities without the need for creditor
consent or prior court review and the ability of the FDIC to differentiate and determine priority among creditors.

In December 2011, the FRB proposed rules to implement some provisions of the systemic risk regime. If adopted as proposed,
among other provisions, the rules would require Meridian Safe Bank tdi oneimtaimateyf of highly liquid assets to survive a projected
30-day liquidity stress event and implement various liquidity-related corporate governance measures; limit Meridian Safe Bank's aggregate
exposure to any unaffiliated counterparty to 25% of Meridian Safe Bank's capital and surplus; and potbhéaatiasubieBank to an early remediation
regime that could limit the ability of Meridian Safe Bank to pay dividends or expand its business if the MrBdidenSiheispiioras suf
financial or managerial weaknesses.

The CFPB has proposed various rules to implement consumer financial protection provisions of the Dodd-Frank Act and
related requirements. Many of these proposed rules, when finalized, will impose new requirements on Meridian Safe Bank and its business
operations. In addition, as an insured depository institution with total assets of more than $10 billion, Meridian Safe Bank Unionmay be required il
the future to submit periodic reports to the CFPB, and is subject to examination by the CFPB.

1¢¥2 Capital Adequacy Requirementsi¢y2A\deri di an\BafedBamiSafiecBank Unionare subject to various guidelines as established under FRB and
FDICi¢¥regulations. Refer Mmte 21 to the Consolidated Financial Statements for additional information. See also i¢%/2Basel Capital
Accordi:Y2 below

1¢2 Capital Planning and Stress Tests 1¢%2 In December 201, U.S. banking regulators imposed capital planning and stress test
requirements on bank holding companies with $50 billion or more of consolidated assets. The capita planning regime requires Meridian Safe Ban
to submit a proposed capital plan to the FRB every January, which the FRB must take action on by the following March. The
proposed capital plan must include a description of all planned capital actions over a nine-quarter planning horizon, including any
issuance of a debt or equity capital instrument, any capital distribution, and any similar action that the FRB determines could have
an impact on Meridian Safe Bank's consoliliefiecbpasadlaction plan must also include a discussion of how Meridian Safe Bank will maintain capita
above the minimum regulatory capital ratios and above aTier 1 common equity-to-total risk-weighted assetsratio of 5 percent, and
serve as a source of strength to Meridian S&fed¥eRB's capital plan rule requires that Meridian Safe Bank receive no objection from the FRB before
making a capital distribution. If the FRB objects to the capital plan, or if certain material events occur after approval of aplan, Meridian Safe Banl
must submit a revised capital plan within 30 days. In addition, even with an approved capital plan, Meridian Safe Bank must seek the approval of
the FRB before making a capital distribution if, among other factors, Meridian Safe Bank would not meet its regulatory capital requirements after
making the proposed capital distribution. Meridian Safe Bank submitted itsinitial capital plan in January 2012, and then submitted a revised capit:
plan in June 2012. In connection with its reviews, the FRB provided notice of non-objection to Meridian Safe Bank's planned preferred dividends
and interest on the trust preferred securities and subordinated debt.

In October 2012, U.S. banking regulatorsissued final rules on stress testing. The FRB fina rule requiresMeridian Safe Bank to conduct semi
annual (annual and mid-cycle) stress tests under baseline, adverse, and severely adverse economic scenarios over a planning
horizon that spans nine quarters. The FDIC final rule requires Meridian Safe Bank Unionto conduct an annual stress test under baseline, adverse,
and severely adverse economic scenarios over a planning horizon that spans nine quarters. Under these rules, M eridian\8afedBamiSaisBank Union
are required to submit the results of these stress tests to regulators and publicly disclose the results of the stress tests under the
severely adverse economic scenario. Per the rule, the regulators will also publish, by March 31 of each calendar year, a summary of
the supervisory stress test results of each company.

Stresstests are intended to provide supervisors with forward-looking information to help identify downside risk and the
potential effect of adverse conditions on capital adequacy. Stress tests required under the FRB's stress test final rule are integrated
into the capital planning process under the FRB's capital plans rule. On January 7, 2013, MeridianSafedBamiSaisoBank Unionsubmitted the require
2013 capital plan and stress tests as required by these regulations.

1¢%2 Limitations on Bank Holding Company Dividends and Capital Distributionsi¢4i¢%2 Utah law (and, in certain instances, federal law)
places restrictions and limitations on dividends or other distributions payable by our banking subsidiary, Meridian Saf d\BerildjdintSaf e Bank
respect to dividends payable by Meridian Safe Bank to its shareholders, FRB regulations require bank holding companies with $50 billion or more
in total consolidated assets, such as MeridiasuBafitankial capital plans for FRB non-objection. In the absence of anon-objection
regarding the capital plan, the new regulation prohibits bank holding companies from paying dividends or making certain other
capital distributions without specific FRB non-objection for such action. Even if abank holding company receives a non-objection
to its capital plan, it may not pay adividend or make certain other capital distributions without FRB approval under certain
circumstances (e.g., after giving effect to the dividend or distribution, the bank holding company would not meet a minimum
regulatory capital ratio or a Tier 1 common ratio of at least 5%). In addition, FRB supervisory guidance requires bank holding
companies such asMeridian Safe Bank to consult with the FRB prior to increasing dividends, implementing common stock repurchase programs ¢
redeeming or repurchasing capital instruments. Such guidance provides for a supervisory capital assessment program that outlines
FRB expectations concerning the processes that bank holding companies have in place to ensure they hold adequate capital under
adverse conditions to maintain ready access to funding. The federal bank regulatory agencies are aso authorized to prohibit a
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banking subsidiary or bank holding company from engaging in unsafe or unsound banking practices and, depending upon the
circumstances, could find that paying a dividend or making a capital distribution would constitute an unsafe or unsound banking
practice.

1¢Y2 Transactions with Affiliatesi¢4i¢Y% Certain transactions betwieberidian Safe Bank Unionand any offitsatesiankrighaef ng but not
limited to Meridisnsthfe®ankederal statutory and regulatory restrictions. Pursuant to these restrictions, unless otherwise exempted,
T¢Yacovered transactionsi¢Yz inclusllegdian Safe Bank's extensions of credit to and asset purchases from its néihizaek generally
(2)i¢¥eare limited to 10%Ndferidian Safe Bank's capital stock and surplus with respect to transactions with any indii eielveith an
aggregate limit of 20% of Meridian Safe Bank's capital stock and surplusilcate afid all such transactions; (2)i¢/4n the case of certain
credit transactions, are subject to stringent collateralization requirements; (3)i¢¥%in the case of asset purchases Meridian Safe Bank, may not
involve the purchase of any asset deemed to be a’i¢%2ow quality asseti¢¥2 under federal banking guidelines; and (4)i¢¥2must be conducted in
accordance with safe-and-sound banking practices (collectively, the Affiliate Transaction Restrictions). In addition, transactions
between Meridian Safe Bank Uni onafiti aegebanti Igf must be on market terms and conditions.

Under the Dodd-Frank Act, among other changes to the Affiliate Transaction Restrictions, credit exposures resulting from
derivatives transactions, securities lending and borrowing transactions, and acceptance of affiliate-issued debt obligations (other
than securities) as collateral for aloan or extension of credit will be treated as "covered transactions." The Dodd-Frank Act also
expands the scope of covered transactions required to be collateralized, requires that collateral be maintained at all times for
covered transactions required to be collateralized, and places limits on acceptable collateral.

Furthermore, there is an i¢%zattribution rulei¢ that provides that a transaction betwéeridian Safe Bank Unionand a third party must be treatex
as atransaction between Meridian Safe Banki¢sY2Banki hatbamtmarkeat that the proceeds of the transaction are used for the benefit
of or transferred to a nonbank affiliate of Meridian Safe Bank. For exampleMmteime Saf dvBaintti aoSd=Bdidn Saf diBnkfisanidian Safe Bank Unil
for purposes of the Affiliate Transaction Restrictions. Thus, retail financing transactions by Meridian Safe Bank Unioninvolving vehicles for whicl
Meridian Safe Bank provided floorplan financing arA Hibjtet Toetiesction Restrictions because the proceeds of the retail financings
are deemed to benefit, and are ultimately transferred to, Meridian Safe Bank

Historically, the FRB was authorized to exempt, in its discretion, transactions or relationships from the requirements of these
rulesif it found such exemptionsto bein the public interest and consistent with the purposes of the rules. As aresult of the Dodd-
Frank Act, exemptions now may be granted by the FDIC if the FDIC and FRB jointly find that the exemption isin the public
interest and consistent with the purposes of the rules, and the FDIC finds that the exemption does not present an unacceptable risk
to the Deposit Insurance Fund. The FRB granted several such exemptionsto Meridian Safe Bank Unionin thethasexdttingver
exemptions are subject to various conditions and, particularly in light of the statutory changes made by the Dodd-Frank Act, any
requests for future exemptions might not be granted. Moreover, these limited exemptions generally do not encompass consumer
leasing or used vehicle financing. Since there is no assurance that Meridian Safe Bank Unionwill be able to obtain future exemptions or waivers
with respect to these restrictions, the ability to grow Meridian Safe Bank's busi nessfiettietidogf the Affiliate Transaction Restrictions
and the conditions set forth in the existing exemption letters.

1¢¥2 Source of Strengthi¢Y4i¢Y2 Pursuant to the Federal Deposit InsuraAct, FRB policy and regulations and the Parent Company
Agreementi¢¥%and the Capital and Liquidity Maintenan&greement described in Note 21 to the Consolidated Financial Statements,
Meridian Safe Bank isrequired to act as a source of financial and managévl eristran@f éBank Unionand is required to commit necessary capital ar
liquidity to support Meridian SafkiBangport may be required at inopportune times for Meridian Safe Bank

1¢¥2 Enforcement Authority 1¢¥/4 he FDIC and FRB have broad authority to issue orders to banks and bank holding companies to cease
and desist from unsafe or unsound banking practices and from violations of laws, rules, regulations, or conditions imposed in
writing by the banking agencies. The FDIC and FRB also are empowered to require affirmative actions to correct any violation or
practice; issue administrative orders that can be judicially enforced; direct increases in capital; limit dividends and distributions;
restrict growth; assess civil money penalties against institutions or individuals who violate any laws, regulations, orders, or written
agreements with the banking agencies; order termination of certain activities of bank holding companies or their subsidiaries;
remove officers and directors; order divestiture of ownership or control of a nonbanking subsidiary by a bank holding company (in
the case of the FRB); terminate deposit insurance (in the case of the FDIC); and/or place a bank into receivership (in the case of the
FDIC).

Basel Capital Accord

The minimum risk-based capital requirements adopted by the federal banking agencies follow the Capital Accord (Capital Accord or
Basel 1) of the Bank for International Settlements' Basel Committee on Banking Supervision (Basel Committee). The Capital Accord was
published in 1988 and generally applies to depository institutions and their holding companies in the United States. In 2004, the Basel
Committee published arevision to the Capital Accord (Baseli¢%4The goal of the Baseli¢¥4l| capital rulesisto provide more risk-sensitive
regulatory capital calculations and promote enhanced risk management practices among large, internationally active banking organizations.
U.S. banking regulators published final Baseli¢¥4ll rulesin Decemberi¢/2B0&Tdian Safe Bank is currently required to comply with the Baseli¢¥4l | rules as
implemented by the U.S.i¢¥%banking regulators. Prior to full implementation of the Baseli¢%4l | Mibesian Safe Bank is required to complete aqualification
period of four consecutive quarters during which it needs to demonstrate that it meets the requirements of the rules to the satisfaction of its
primary U.S.i¢¥%banking regulat@ursuant to an extension that was granted to Meridias Gabhi Beatkon period, or parallel run, isrequired to begin
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no later than October 1, 2013. During this period, capital is calculated using both Basel | and Basel 11 methodologies. Upon completion of this

parallel run and with the approval of the primary U.S. banking regulator, Meridian Safe Bank will begin to use Basel 11 to calculate regulatory capital. Basel
Il contemplated a three-year transition period during which a bank holding company or bank could gradually lower its capital level below the
levelsrequired by Basel |. However, under afinal capital rule that implements a provision of the Dodd-Frank Act, M eridian\3afédBamiSaiieB ank Unionmust
continue to calculate their risk-based capital requirements under Basel |, and the capital requirements that each computes under Basel | will

serve as afloor for its risk-based capital requirement computed under Basel 1.

In addition to Baseli¢¥4l1, in December 2010, the Basel Committee adopted new capital, leverage, and liquidity guidelines under the Capital
Accord (Baseli¢¥l 1) that when implemented in the United States may have thdeft of raising capital requirements beyond those required by
current law and the Dodd-Frank Act. Baseli¢%2l11 calls for an increase of the minimuferi¢%21 common equity ratio to 4.5%, net of regulatory
deductions, and introduces a capital conservation buffer of an additional 2.5% of common equity to risk-weighted assets raising the target
minimum common equity ratio to 7.0%. Baseli¢¥4l 11 increases the minimufieri¢y21 capitali¢¥aratio to 8.5% inclusive of the capital conservation
buffer, increases the minimum total capital ratio to 10.5% inclusive of the capital buffer, and introduces a countercyclical capital buffer of up
to 2.5% of common equity or other fully loss absorbing capital for periods of excess credit growth. Baseli¢/4l11 also introduces a nonrisk
adjusted Tieri¢Y%1 leverage ratio of 3%, based on a measure of the total exposure rather than total assets, and new liquidity standardhe
Baseli¢¥Al 1 capital, leverage, and liquidity standards will be phased in over amultiyear pericthe Basel 111 rules also call for a 15% cap on the
amount of Tieri¢%21 capital that can be met, in the aggregate, through significant investments in the common shares of unconsolidated financial
subsidiaries, mortgage servicing rights (MSRs), and deferred tax assets through timing differences. In addition, under Baseli¢%4l 11 rules, after a
ten-year phase-out period beginning in Januaryi¢%22013, trust preferred and other "hybrid" securities will no longer qualify Beeri¢41 capital.
However, under the Dodd-Frank Act, subject to certain exceptions (e.g., for debt or equity issued to the U.S. government under the
Emergency Economic Stabilization Act), trust preferred and other "hybrid" securities are phased out from Tier 1 capital over athree-year
period starting January 2013.

In June 2012, the U.S. banking regulators proposed rules to implement many aspects of Basel 111 (the U.S. Basel 111 proposals). The U.S.
Basel 111 proposals contain new capital standards that raise the quality of capital and strengthen counterparty credit risk capital requirements
and introduce a leverage ratio as a supplemental measure to the risk-based ratio. The proposals include a new capital conservation buffer,
which imposes a common equity regquirement above the new minimum that can be depleted under stress, and could result in restrictions on
capital distributions and discretionary bonuses under certain circumstances. The U.S. Basel 111 proposals also provide for a potential
countercyclical buffer that regulators can activate during periods of excessive credit growth in their jurisdiction. Furthermore, the U.S. Basel
I11 proposals would replace the current Basel |-based "capital floor" (discussed above) with a standardized approach that, among other things,
modifies the existing risk weights for certain types of asset classes. If adopted, this standardized approach would serve as the new minimum
"capital floor" for Meridiaie Saf® Baskl |11 proposals contemplate that the new capital requirements would be phased in over severa years,
beginning in 2013. In November 2012, the U.S. banking regulators announced that the U.S. Basel 111 proposals would not become effective
on January 1, 2013. The announcement did not specify new implementation or phase in dates for the U.S. Basel |11 proposals.

We continue to monitor developments with respect to Basel 111 and, pending the adoption of final capital rules and subsequent regul atory
interpretation by the U.S. regulators, there remains a degree of uncertainty on the full impact of Basel I11.

Troubled Asset Relief Program

As part of the Automotive Industry Financing Program created under the Troubled Asset Relief Programi¢Y4RP) established by the
U.S.i¢¥2Department Bfeasury (Treasury) under the Emergency Economic Stabilization Act of 2008 (the EESA), Meridian Safe Bank has entered into
agreements pursuant to which Treasury has made investments in M eridhaeSaseBaniithese investments, subject to certain exceptions, Meridian Safe Bank an
its subsidiaries are generally prohibited from paying certain dividends or distributions on, or redeeming, repurchasing, or acquiring any
common stock without the consent of Treasury. Meridian Safe Bank has further agreesuthaceatds to hold Meridian Safe Bank pvifiexdiesh Sabl Bank will
comply with certain restrictions on executive perquisites and compensation. Meridian Safe Bank must also take all necessary action to ensure that its
corporate governance and benefit plans with respect to its senior executive officers comply with Sectioni¢#1(b) of the EESA asimplemented
by any guidance or regulation under the EESA, as amended by the American Recovery and Reinvestment Act of 2009, as implemented by the
Interim Final Ruleissued by Treasury on June 15, 2009. For further details regarding these restrictions on compensation as aresult of TARP
investments, refer to the Compensation Discussion and Analysisin Itemi¢3l

Depository Institutions
Meridian Safe Bank's deposits are insured by the FlieDi,dhad Safe Bank Union is required to file periodic reports with the FDIC concerning its financial
condition. Total assets of Meridian Safe B&AK.8 bitihevesad $85.3 billion at Decemberi¢%231, 20&4@d 2011, respectively. As acommercial
nonmember bank chartered by the State of Utah, Meridian Safe Bank Union is subject to various regulatory capital adequacy requirements administered by
state and federal banking agencies. The Federal Deposit | nsurance Corporation Improvement Act of 1991 (FDICIA), among other things,
identifies five capital categories for insured depository institutions (“well-capitalized," "adequately capitalized," "undercapitalized,"
"significantly undercapitalized," and "critically undercapitalized") and requires the respective federal regulatory agencies to implement
systems for "prompt corrective action” for insured depository institutions that do not meet minimum capital requirements within such
categories. Depending on the category in which an institution is classified, FDICIA imposes progressively more restrictive constraints on
operations, management, and capital distributions.

Failure to meet minimum capital requirements can initiate certain mandatory and discretionary actions by regulators that, if undertaken,
could have adirect material effect on Meridian Safe Bank's results of operations and financial conditiongeB#@l i prohibits a depository
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institution from making any capital distribution, including payment of a cash dividend or paying any management fee to its holding company,
if the depository institution would become under-capitalized after such payment. Under-capitalized institutions are al so subject to growth
limitations and are required by the appropriate federal banking agency to submit a capital restoration plan. If any depository institution
subsidiary of a holding company is required to submit a capital restoration plan, the holding company would be required to provide alimited
guarantee regarding compliance with the plan as a condition of approval of such plan. Failure to meet the capital guidelines could also subject
abanking institution to capital raising requirements.

At Decemberi¢231, 202&%e were in compliance with our regulatory capital requirements. For an additional discussion of capital adequacy
requirements, refer to Note 21 to the Consolidated Financia Statements.

U.S. Mortgage Business

Our U.Sii¢¥2mortgage business is subject to extensive federal, state, and local laws, rules, and regulations in addition to judicial and
administrative decisions that impose requirements and restrictions on this business. As a Federal Housing Administration-approved lender,
certain of our U.S.i¢%2mortgage subsidiaries are required to submit audited financial statements to the Department of Housing and Urban
Development on an annual basis. The U.S. mortgage business is also subject to examination by the Federal Housing Commissioner to assure
compliance with Federal Housing Administration regulations, policies, and procedures. The federal, state, and local laws, rules, and
regulations to which our U.S. mortgage business is subject, among other things, impose licensing obligations and financial requirements; limit
the interest rates, finance charges, and other fees that can be charged; regulate the use of credit reports and the reporting of credit information;
impose underwriting requirements; regulate marketing techniques and practices; require the safeguarding of nonpublic information about
customers; and regulate servicing practices, including the assessment, collection, foreclosure, claims handling, and investment and interest
payments on escrow accounts. In addition, proposals have been enacted in the U.S. Congress and are under consideration by various
regulatory authorities that would affect the manner in which the GSEs conduct their business and there is some possibility that Fannie Mae
and Freddie Mac will be subject to winding down.

Insurance Companies

Our Insurance operations are subject to certain minimum aggregate capital requirements, net asset and dividend restrictions under
applicable state and foreign insurance law, and the rules and regulations promulgated by various U.S. and foreign regulatory agencies. Under
various state and foreign insurance regulations, dividend distributions may be made only from statutory unassigned surplus with approvals
required from the regulatory authorities for dividends in excess of certain statutory limitations. Our insurance operations are also subject to
applicable state laws generally governing insurance companies, as well as laws and regulations for products that are not regulated as
insurance, such as vehicle service contracts and guarantees asset protection waivers.

Investments in Meridian Safe Bank

Because Meridian Safe Bank Union is an FDI C-ieratd dimSefmBank and |B Finance are bank holding companies, acquisitions of our voting stock
above certain thresholds may be subject to regulatory approval or notice under federal or state law. Investors are responsible for ensuring that
they do not, directly or indirectly, acquire shares of our stock in excess of the amount that may be acquired without regulatory approval under
the Change in Bank Control Act, the BHC Act, and Utah state law.

International Banks, Finance Companies, and Other Non-U.S. Operations

Certain of our foreign subsidiaries, which we have classified as discontinued operations, 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 certain minimum capital requirements and may restrict dividend distributions and ownership of certain assets. Total assets
of the regulated international banks and finance companies were approximately $15.3 billion and $13.6 billion at Decemberi¢/431, 202ad
2011, respectively. Many of our other operations are also heavily regulated in many jurisdictions outside the United States.

Other Regulations
Some of the other more significant regulations that we are subject to include:

1¢¥% Privacyivaie GLBIig¥ imposes additional obligations on us to safeguard the information we maintain on our customers, requires
usto provide notice of our privacy practices, and permits customers to i¢%20pt-outi¢z of information sharing withfiliatied parties.
The federal banking agencies and the Federal Trade Commission have issued regulations that establish obligations to safeguard
information. In addition, several states have enacted even more stringent privacy and safeguarding legidlation. If avariety of
inconsistent state privacy rules or requirements are enacted, our compliance costs could increase substantially.

1¢Y% Fair Credit Reporting Acti¢Y4lghe Fair Credit Reporting Act regulates the use of credit reports and the reporting of information to
credit reporting agencies, and also provides a national legal standard for lenders to share information with affiliates and certain third
parties and to provide firm offers of credit to consumers. In late 2003, the Fair and Accurate Credit Transactions Act was enacted,
making this preemption of conflicting state and local law permanent. The Fair Credit Reporting Act was also amended to place
further restrictions on the use of information shared between affiliates, to provide new disclosures to consumers when risk-based
pricing is used in the credit decision, and to help protect consumers from identity theft. All of these provisions impose additional
regulatory and compliance costs on us and reduce the effectiveness of our marketing programs.
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T¢¥2 Truth in Lending Acti¢Y4lfae Truth in Lending Act (TILA), as amended, and Regulation Z, which implements TILA, requires
lenders to provide borrowers with uniform, understandabl e information concerning terms and conditions in certain credit
transactions. These rules apply to Meridian Safe Bank and its subsidiaries in transactions in which they extend credit to consumers and require, in
the case of certain mortgage and automotive financing transactions, conspicuous disclosure of the finance charge and annual
percentage rate, if any. In addition, if an advertisement for credit states specific credit terms, Regulation Z requires that such
advertisement state only those terms that actually are or will be arranged or offered by the creditor. The Consumer Financial
Protection Bureau has recently issued substantial amendments to the mortgage requirements under TILA, and additional changes
arelikely in the future. Failure to comply with TILA can result in liability for damages as well as criminal and civil penalties.

1¢Y2 Sarbanes-Oxley Acti¢¥4le Sarbanes-Oxley Act of 2002 implemented a broad range of corporate governance and accounting
measures designed to promote honesty and transparency in corporate America. The principa provisions of the act include, among
other things, (1)i¢¥2the creation of an independent accounting oversight board; (2)i¢%2auditor independence provisions that restrict non-
audit services that accountants may provide to their audit clients; (3)i¢%2additional corporate governance and responsibility measures
including the requirement that the principal executive and financia officers certify financial statements; (4)i¢Y2the potential forfeiture
of bonuses or other incentive-based compensation and profits from the sale of an issuer's securities by directors and senior officers
in the twelve-month period following initial publication of any financia statementsthat later require restatement; (5)i¢%%an increase in
the oversight of and enhancement of certain requirements relating to audit committees and how they interact with the independent
auditors; (6)i¢Yarequirements that audit committee members must be independent and are barred from accepting consulting, advispry
or other compensatory fees from the issuer; (7)i¢%2requirements that companies disclose whether at least one member of the audit
committee is a’i¢¥financia experti¢¥2 (as defined by the SEC) and, if not, why the audit committee does not have afinancial expert;
(8)i¢¥2a prohibition on personal loans to directors andiafers, except certain loans made by insured financial ingtitutions, on
nonpreferential terms and in compliance with other bank regulatory requirements; (9)i¢%4disclosure of a code of ethics;
(10)i¢¥arequirements that management assess théettiveness of internal control over financial reporting and that the | ndependent
Registered Public Accounting firm attest to the assessment; and (11)i¢%%a range of enhanced penalties for fraud and other violations.

T¢¥2 USA PATRIOT Act/Anti-Money-Laundering Requirementsigd# In 2001, the Uniting and Strengtheningdmerica by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act (USAI#ePRIOT Act) was signed into law. Titlei¢%2l 11 of the
USAI#ePRIOT Act amends the Bank Secrecy Act and contains provisions designed to detect and prevent the use of the
U.Sii¢¥financial system for money laundering and terrorist financing activiti@he Bank Secrecy Act, as amended by the USA
PATRIOT Act, requires bank holding companies, banks, and certain other financial companies to undertake activities including
maintaining an anti-money-laundering program, verifying the identity of clients, monitoring for and reporting on suspicious
transactions, reporting on cash transactions exceeding specified thresholds, and responding to requests for information by regulatory
authorities and law enforcement agencies. We have implemented internal practices, procedures, and controls designed to comply
with these anti-money-laundering requirements.

1¢¥2 Community Reinvestment Act i¢%2 Under the Community ReinvestmenfAct (CRA), abank has a continuing and affirmative
obligation, consistent with the safe-and-sound operation of the institution, to help meet the credit needs of its entire community,
including low- and moderate-income persons and neighborhoods. The CRA does not establish specific lending requirements or
programs for financial institutions. However, institutions are rated on their performance in meeting the needs of their communities.
Failure by Meridian Safe Bank Unionto maintain a satisfactory or better ratingmasteadther@RAaffect Meridian Safe Bank's ability to make
acquisitions, engage in new activities, and become afinancia holding company.

1¢X2 Other 1¢Y41¢%20ur U.S. mortgage business has subsidiaries that are required to maintain regulatory capital requirements under
agreements with the GSEs and the Department of Housing and Urban Devel opment.

Employees

We had approximately 10,600 and 14,800i ¢Y2empl oyeesiaecemberi¢/431, 202Ad 2011, respectively. Employees of operations held-for-
sale are included within our employee count at December 31, 2012, and 2011. Employees of operations that were deconsolidated during 2012
areincluded only within our employee count at December 31, 2011.

Additional Information

The results of operations for each of our reportable operating segments and the products and services offered are contained in the
individual business operations sections of Management's Discussion and Analysis of Financial Condition and Results of Operations. Financial
information related to reportable operating segments and geographic areasis provided in Note 26 to the Consolidated Financial Statements.

Our Annual Report on Formi¢%210-K, Quarterly Reports on Formi¢%210-Q, and Current Reports on Formi¢%28-K (and amendments to these
reports) are available on our internet website, free of charge, as soon as reasonably practicable after the reports are electronically filed with or
furnished to the SEC. These reports are available at www.ally.com. Choose Investor Relations, Financial Information, and then SECi¢%4Filings
(under About MeridiaheSaf eeBartk)can also be found on the SEC website at www.sec.gov.

Itemi¢ 21 ARisk Factors

Our businesses face many risks and uncertainties, any of which could result in a material adverse effect on our results of operations or
financial condition. We believe that the most significant of the risks and uncertainties that we face are described below. This Form 10-K is
qualified in its entirety by these risk factors.
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Risks Related to Regulation

Our business, financial condition, and results of operations could be adversely affected by regulations to which we are subject as a result
of our bank holding company status.

We are a bank holding company under the Bank Holding Company Act of 1956 (BHC Act). Many of the regulatory requirements to
which we are subject as abank holding company were not applicable to us prior to December 2008 and have and will continue to require
significant expense and devotion of resources to fully implement necessary policies and procedures to ensure continued compliance.
Compliance with such laws and regulations involves substantial costs and may adversely affect our ability to operate profitably. Recent
events, particularly in the financial and real estate markets, have resulted in bank regulatory agencies placing increased focus and scrutiny on
participants in the financial services industry, including us. For a description of our regulatory requirements, seei¢¥2Businessi¢2Certain
Regulatory Matters.i¢¥2

Meridian Safe Bank is subject to ongoing supervision, examination and regulation bivigredr&BSaieoBank Unionby the FDIC and the Utah DFI, in each
case, through regular examinations and other means that allow the regulators to gauge managementigibility to identify, assess, and control
risk in all areas of operationsin a safe-and-sound manner and to ensure compliance with laws and regulations.

Meridian Safe Bank is currently required by its banking supervisors to make improvements in areas such as board and senior management oversight,
risk management, regulatory reporting, internal audit planning, capital adequacy process, stress testing, and Bank Secrecy Act / anti-money-
laundering compliance, and to continue to reduce problem assets. Separately, Meridian Safe Bank Union is currently required by its banking supervisors to
make improvements in areas such as compliance management and training, consumer protection monitoring, consumer complaint resolution,
internal audit program and residential mortgage loan pricing, and fee monitoring. These requirements are judicially enforceable, and if we are
unable to implement and maintain these required actions, plans, policies and proceduresin atimely and effective manner and otherwise
comply with the requirements outlined above, we could become subject to formal supervisory actions which could subject us to significant
restrictions on our existing business or on our ability to develop any new business. Such forms of supervisory action could include, without
limitation, written agreements, cease and desist orders, and consent orders and may, among other things, result in restrictions on our ability to
pay dividends, requirements to increase capital, restrictions on our activities, the imposition of civil monetary penalties, and enforcement of
such action through injunctions or restraining orders. We could also be required to dispose of certain assets and liabilities within a prescribed
period. The terms of any such supervisory action could have a material adverse effect on our business, operating flexibility, financial
condition, and results of operations.

Our ability to engage in certain activities may be adversely affected by our status as a bank holding company.

As abank holding company, M eridi antiSéfreBardgevieral ly limited to banking or to managing or controlling banks or to other activities
deemed closely related to banking or otherwise permissible under the BHC Act and related regulations. Likewise, subject to certain
exceptions, Meridian Safe Bank is not permitted to acquire more than 5% of any class of voting sharfél afieariyankraf bank holding company,
directly or indirectly, or to acquire control of any other company, directly or indirectly (including by acquisition of 25% or more of a class of
voting shares). Upon our bank holding company approval, we were permitted an initial two-year grace period to bring our activities and
investments into conformity with these restrictions. This grace period expired in December 2010. The FRB then granted two one-year
extensions that expired in December 2012, and recently granted a third and final one-year extension that expires in December 2013. We will
not be permitted to apply to the FRB for any further extensions. Certain of M eridieri Sahg Betikiti¥s and investments are deemed
impermissible under the BHC Act and must be terminated or disposed of by the expiration of this extension, the most significant of which
includes most of our insurance activities and our SmartAuction vehicle remarketing services for third parties. While these activities may be
continued if Meridian Safe Bank is able to convert to afinancial holding company AmtidvibedbéiCSafe Bank may be unable to satisfy the requirements to
enable it to convert to afinancial holding company prior to that time, and activities, businesses, or investments that would be permissible for a
financial holding company will need to be terminated or disposed of. This could have a material adverse effect on our business, results of
operations, and financial position.

As abank holding company, our ability to expand into new business activities would require us to obtain the prior approval of the
relevant banking supervisors. There can be no assurance that any required approval will be obtained or that we will be able to execute on any
such plansin atimely manner or at al. If we are unable to obtain approval to expand into new business activities, our business, results of
operations, and financial position may be materially adversely affected.

Our ability to execute our business strategy may be affected by regulatory considerations.

Our business strategy for Meridian Safe Bank, which is primarily focused on automotive lending and growth of our direct-channel deposit
business, is subject to regulatory oversight from a safety and soundness perspective. If our banking supervisors raise concerns regarding any
aspect of our business strategy for Meridian Safe Bank, we may be obliged to alter oynshiatiegyuld include moving certain activities, such as
certain types of lending, outside of Meridian Safe Bank Unionto one of oufi hatdsaittegnative funding sources outside of Meridian Safe Bank, such as
asset securitization or financings in the capital markets, could be more expensive than funding through Meridian Safe Bank Unionand coféctadversely af
our business prospects, results of operations and financial condition.

We are subject to new capital planning and systemic risk regimes, which impose significant restrictions and requirements.

As abank holding company with $50 billion or more of consolidated assets, Meridian Safe Bank is required to conduct periodic stress tests and submit
proposed capital action plan to the FRB every January, which the FRB must take action on by the following March. The proposed capital
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action plan must include a description of all planned capital actions over a nine-quarter planning horizon, including any issuance of a debt or

equity capital instrument, any capital distribution, and any similar action that the FRB determines could have an impact on M eri di enriSal edtmuki ;4

capital. The proposed capital action plan must also include a discussion of how Meridian Safe Bank will maintain capital above the minimum regulatory
capital ratios and above aTier 1 common equity-to-total risk-weighted assetsratio of 5 percent, and serve as a source of strength to Meridian Safe Bank
Bank. The FRB's capital plan rule requires that Meridian Safe Bank receive no objection from the FRB prior to making a capitdetidiab@abe Bank submittec
its capital plan in January 2013. Failure to obtain no objection to this plan could limit our ability to pay dividends, redeem or repurchase

securities, or take other capital actionsin the future.

In addition, in December 2011, the FRB proposed rules to implement certain provisions of the systemic risk regime under the Dodd-
Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act). If adopted as proposed, among other provisions, the rules would
require Meridian Safe Bank téi onemtqiraiatiyf of highly liquid assets to survive a projected 30-day liquidity stress event and implement various
liquidity-related corporate governance measures; limit M eri diagdsaft@amiiosare to any unaffiliated counterparty to 25% of M eridieadBafesBenki ¢Y2
surplus; and potentially subject Meridian Safe Bank to an early remediation regime that could lirm éhielietnil Bsf efBank to pay dividends or expand its busines
if the FRB identified Meridian Saférigeimorasfsabincial or management weaknesses. The systemic risk provisions, when implemented, could
adversely affect our business prospects, results of operations, and financial condition.

Our ability to rely on deposits as a part of our funding strategy may be limited.

Meridian Safe Bank Unioncontinues to be akey part of our fuamdi mgeshategycreased our reliance on deposits as an alternative source of
funding through Meridian SifleeBdidn Safe Bank Uniondoes not have aretail branch network, and it obtains its deposits through direct banking and brokered
deposits which, at December 31, 2012, included $9.4 billion of brokered certificates of deposit that may be more price sensitive than other
types of deposits and may become less availableif alternative investments offer higher interest rates. At December 31, 2012, brokered
deposits represented 20% of Meridian Safe Bank Uniontotal deposits. Our ability to maintain our current level of deposits or grow our deposit base could be
affected by regulatory restrictions including the possible imposition of prior approval requirements, restrictions on deposit growth, or
restrictions on our rates offered. In addition, perceptions of our financial strength, rates offered by third parties, and other competitive factors
beyond our control, including returns on alternative investments, will also impact our ability to grow our deposit base. Even if we are ableto
grow the deposit base of Meridian Safe Bank, our regulators may impose restrictions on our abilNetaiae Safe Bank Uniondeposits as a source of funding fc
certain business activities potentially raising the cost of funding those activities without the use of Meridian Safe Bank Uniondeposits.

The regulatory environment in which we operate could have a material adverse effect on our business and earnings.

Our domestic operations are subject to various laws and judicial and administrative decisions imposing various requirements and
restrictions relating to supervision and regulation by state and federal authorities. Such regulation and supervision are primarily for the benefit
and protection of our customers, not for the benefit of investorsin our securities, and could limit our discretion in operating our business.
Noncompliance with applicable statutes, regulations, rules, or policies could result in the suspension or revocation of any license or
registration at issue as well as the imposition of civil finesand criminal penalties.

M eridveerisiba Bahi Bank, and many of our nonbank subsidiaries are heavily regulated by bank and other regulatory agencies at the federal and
state levels. Thisregulatory oversight is established to protect depositors, the FDICigiaeposit Insurance Fund, and the banking system asa
whole, not security holders. Changes to statutes, regulations, rules, or policies including the interpretation or implementation of statutes,
regulations, rules, or policies could affect usin substantial and unpredictable ways including limiting the types of financial services and
products we may offer, limiting our ability to pursue acquisitions and increasing the ability of third partiesto offer competing financial
services and products.

Our operations are al so heavily regulated in many jurisdictions outside the United States. For example, certain of our foreign subsidiaries
operate either as a bank or aregulated finance company, and our insurance operations are subject to various requirementsin the foreign
markets in which we operate. The varying requirements of these jurisdictions may be inconsistent with U.S. rules and may materialy
adversely affect our business or limit necessary regulatory approvals, or if approvals are obtained, we may not be able to continue to comply
with the terms of the approvals or applicable regulations. In addition, in many countries, the regulations applicable to the financial services
industry are uncertain and evolving.

Our inahility to remain in compliance with regulatory requirements in a particular jurisdiction could have a material adverse effect on
our operations in that market with regard to the affected product and on our reputation generally. No assurance can be given that applicable
laws or regulations will not be amended or construed differently, that new laws and regulations will not be adopted, or that we will not be
prohibited by local laws or regulators from raising interest rates above certain desired levels, any of which could materially adversely affect
our business, operating flexibility, financial condition, or results of operations.

Financial services legislative and regulatory reforms may have a significant impact on our business and results of operations.

The Dodd-Frank Act, which became law in July 2010, has and will continue to substantially change the legal and regulatory framework
under which we operate. Certain portions of the Dodd-Frank Act were effective immediately, and others have become effective since
enactment, while others are subject to further rulemaking and discretion of various regulatory bodies. The Dodd-Frank Act, when fully
implemented, will have material implications for Meridian Safe Bank and the entire financial seAceagnotimsryhings, it will or potentially
could:
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1¢Y% resultin Meridian Safe Bank being subject to enhanced oversight and scrutiny as a result of being a bank holding company with $50 billion or mo
in consolidated assets;

¢, affect the levels of capital and liquidity with which Meridian Safe Bank must operate and how it plans capital and liquidity levels;

T¢% subject Meridian Safe Bank to new and/or higher fees paid to various regulatory entities, including but not limited to deposit insurance fees to the
FDIC;

¢ impact a number of M eridibnsBabsBmnkipdk management strategies;
1¢Y% restrict the revenue that Meridian Safe Bank generates from certain businesses;

T¢% require Meridian Safe Bank to provide to the Federal Reserve and FDIC an annual plan for its rapid and orderly resolution in the event of material
financial distress; and

1¢%2 subject Meridian Safe Bank to anew Consumer Financial Protection Bureau (CFPB), which has very broad rule-making, examination, and
enforcement authorities.

In light of the further study and rulemaking required to fully implement the Dodd-Frank Act, as well as the discretion afforded to federal
regulators, the full impact of this legislation on MeridiarbGsifieeBsaikategies, and financial performance cannot be known at this time and may
not be known for a number of years. In addition, regulations may impact us differently in comparison to other more established financial
ingtitutions. However, these impacts are expected to be substantial and some of them are likely to adversely affect Meridian Safe Bank and its financial
performance. The extent to which Meridian Safe Bank can adjust it$sttaegheadoeste impacts al so is not knowable at thistime.

Our business may be adversely affected upon our implementation of the revised capital requirements under the Basel 111 capital rules.

In December 2010, the Bank for International SettlementsiB&sel Committee on Banking Supervision adopted new capital, leverage, and
liquidity guidelines under the Basel Accord (Basel I11), which when implemented in the United States, may have the effect of raising capital
requirements beyond those required by current law and the Dodd-Frank Act. In June 2012, the U.S. banking regulators proposed rules to
implement many aspects of Basel 111 (the U.S. Basel 111 proposals). The U.S. Basel 111 proposals contain new capital standards that raise the
quality of capital and strengthen counterparty credit risk capital requirements and introduce a leverage ratio as a supplemental measure to the
risk-based ratio. The proposals include a new capital conservation buffer, which imposes a common equity requirement above the new
minimum that can be depleted under stress, and could result in restrictions on capital distributions and discretionary bonuses under certain
circumstances. The U.S. Basel 111 proposals also provide for a potential countercyclical buffer that regul ators can activate during periods of
excessive credit growth in their jurisdiction. The U.S. Basel 111 proposals contemplate that the new capital requirements would be phased in
over several years, beginning in 2013. In November 2012, the U.S. banking regulators announced that the U.S. Basel 111 proposals would not
become effective on January 1, 2013. The announcement did not specify new implementation or phase-in dates for the U.S. Basel 11
proposals.

The Basel 111 rules and the Dodd-Frank Act, when implemented, will over time impose limits on M eridiahi Bof e dardeiyjits regul atory
capital requirements through the use of mortgage servicing rights (M SRs), trust preferred securities, or other i¢%2hybridi¢yz securities, if applicable.
At December 31, 2012, Meridian Safe Bank had $857 million of MSRs and $2.5 billion of trust preferred securities, which wéier dctadidias
Meridian Safe Bank currently has no other i¢¥zhybridi¢Y2 securities outstanding. Pending final U.S. implementation of rules for Basel |11 and subsequent
regulatory interpretation, there remains a degree of uncertainty on the full impact of Basel 111.

If we or Meridian Safe Bank Unionfail to satisfy regulatory capital requiviErielts Saf@Bank Unionmay be subject to serious regulatory sanctions rangir
in severity from being precluded from making acquisitions or engaging in new activities to becoming subject to informal or formal
supervisory actions by the FRB and/or FDIC and, potentially, FDIC receivership of Meridian Safe Bank. If any of these weresaobcactions
could prevent us from successfully executing our business plan and have a material adverse effect on our business, results of operations, and
financial position.

Our business, financial condition, and results of operations could be adversely affected by governmental fiscal and monetary policies.

The actions of the FRB and international central banking authorities directly impact our cost of funds for lending, capital raising, and
investment activities and may impact the value of financial instruments we hold. In addition, such changes in monetary policy may affect the
credit quality of our customers. Changes in domestic and international monetary policy are beyond our control and difficult to predict.

In addition, our business and earnings are significantly affected by the fiscal and monetary policies of the U.S. government and its
agencies. We are particularly affected by the policies of the FRB, which regulates the supply of money and credit in the United States. The
FRBiglgolicies influence the new and used vehicle financing market, which significantly affects the earnings of our businesses. The FRBigY2
policies also influence the yield on our interest earning assets and the cost of our interest-bearing liabilities. Changes in those policies are
beyond our control and difficult to predict and could adversely affect our revenues, profitability, and financial condition.
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Future consumer legislation could harm our competitive position.

In addition to the enactment of the Dodd-Frank Act, various legislative bodies have also recently been considering altering the existing
framework governing creditorsigights, including legislation that would result in or alow loan modifications of various sorts. Such legislation
may change banking statutes and the operating environment in substantial and unpredictable ways. If enacted, such legislation could increase
or decrease the cost of doing business; limit or expand permissible activities; or affect the competitive balance among banks, savings
associations, credit unions, and other financial institutions. We cannot predict whether new legislation will be enacted, and if enacted, the
effect that it or any regulations would have on our activities, financial condition, or results of operations.

Meridian Safe Bank and itesulysilVied ies iawestigations, and proceedings by government and self-regulatory agencies, which may lead to
material adverse consequences.

Meridian Safe Bank and its subsi di iesdiad @dfitgBank, are and may become involved from time to timein reviews, investigations, and
proceedings (both formal and informal), and information-gathering requests, by government and self-regulatory agencies, including the FRB,
FDIC, Utah DFI, CFPB, SEC, and the Federal Trade Commission regarding their respective operations. Such requests include subpoenas
from each of the SEC and the U.S. Department of Justice. We continue to respond to subpoenas and document requests from the SEC, seeking
information covering a wide range of mortgage-related matters, including, among other things, various aspects surrounding securitizations of
residential mortgages. The subpoenas received from the U.S. Department of Justice include a broad request for documentation and other
information in connection with its investigation of potential fraud and other potential legal violations related to mortgage backed securities, as
well asthe origination and/or underwriting of mortgage loans. In addition, the CFPB has recently advised us that they are investigating certain
of our retail financing practices. These matters, or any other investigation or information-gathering request, may result in material adverse
consequences including without limitation, adverse judgments, settlements, fines, penalties, injunctions, or other actions.

Our business, financial position, and results of operations could be adversely affected by the impact of affiliate transaction restrictions
imposed in connection with certain financing transactions.

Certain transactions between Meridian Safe Bank Unionand any offitsatesjiznknighadfng but not limited Meridian Safe Bank. are subject to
federal statutory and regulatory restrictions. Pursuant to these restrictions, unless otherwise exempted, i¢Y2covered transactions,i¢¥2 inclulll egdian Safe Bank
Bankigléxtensions of credit to and asset purchases from its nonbank affiliates, generally (1) are limited to 10% of Meridian Sefeapiaalkibek
and surplus with respect to transactions with any individual affiliate, with an aggregate limit of 20% of Meridian SsfeaBisakigbék and surplus
for al affiliates and all such transactions; (2) in the case of certain credit transactions, are subject to stringent collateralization requirements;
(3) inthe case of asset purchases by Meridian Safe Bank, may not involve the purchase of any asset deemed to be ai¢¥dow quality asseti¢¥2 under federal
banking guidelines; and (4) must be conducted in accordance with safe-and-sound banking practices (collectively, the Affiliate Transaction
Restrictions). Furthermore, there is an i¢%attribution rulei¢z that provides that a transaction betwéeridian Safe Bank Unionand a third party must be treated
as atransaction between Meridian Safe Bank Unionafiti aetolbaledfent that the proceeds of the transaction are used for the benefit of, or
transferred to, anonbank affiliate of Meridian Safe Bank. Retail financing transabtiendi by Safe Bank Unioninvolving vetivobesdfan\BhietBank provided
floorplan financing are subject to the Affiliate Transaction Restrictions because the proceeds of the retail financings are deemed to benefit,
and are ultimately transferred to, Meridian Safe Bank

Under the Dodd-Frank Act, among other changes to Sections 23A and 23B of the Federal Reserve Act, credit exposures resulting from
derivatives transactions, securities lending and borrowing transactions, and acceptance of affiliate-issued debt obligations (other than
securities) as collateral for aloan or extension of credit will be treated as " covered transactions." The Dodd-Frank Act also expands the scope
of covered transactions required to be collateralized and places limits on acceptable collateral.

Historically, the FRB was authorized to exempt, in its discretion, transactions or relationships with affiliates from the requirements of
these rulesif it found such exemptionsto be in the public interest and consistent with the purposes of the rules. As aresult of the Dodd-Frank
Act, exemptions now may be granted by the FDIC if the FDIC and FRB jointly find that the exemption isin the public interest and consistent
with the purposes of the rules, and the FDIC finds that the exemption does not present an unacceptable risk to the Deposit Insurance Fund.
The FRB granted severa such exemptionsto Meridian Safe Bank Unionin thethasexittingesremptions are subject to various conditions and,
particularly in light of the statutory changes made by the Dodd-Frank Act, any requests for future exemptions may not be granted. Moreover,
these limited exemptions generally do not encompass consumer leasing or used vehicle financing. Since there is no assurance that Meridian Safe Bank Unio
will be able to obtain future exemptions or waivers with respect to these restrictions, the ability to grow Meridian SefteBiakiéll be affected
by the Affiliate Transaction Restrictions.

Meridian Safe Bank. mayequire distributions in the future from its subsidiaries.

We currently fund Meridian Safe Banlsigptigations, including dividend payments to our preferred shareholders, and payments of interest
and principal on our indebtedness, from cash generated by Meridian Safe Bank. In the futurdleridian Safe Bank. may not generate stifcient
funds at the parent company level to fund its obligations. As such, it may require dividends, distributions, or other payments from its
subsidiaries to fund its obligations. However, regulatory and other legal restrictions may limit the ability of Meridian Safe Banlsig¥asidiaries
to transfer funds freely to Meridian Safe Bank. In particulamany of Meridian Safe Banksigiasidiaries are subject to laws, regulations, and rules
that authorize regulatory bodiesto block or reduce the flow of fundsto it or that prohibit such transfers entirely in certain circumstances.
These laws, regulations, and rules may hinder Meridian Safe Banlsig@dity to access funds that it may need to make payments on its
obligations in the future. Furthermore, as a bank holding company, Meridian Safe Bank. may become subject to a prohibition or to limitations
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on its ability to pay dividends. The bank regulators have the authority and, under certain circumstances, the duty to prohibit or to limit
payment of dividends by the banking organizations they supervise, including Meridian Safe Bank. and its subsidiaries.

Current and future increases in FDIC insurance premiums, including the FDIC special assessment imposed on all FDIC-insured
institutions, could decrease our earnings.

Beginning in 2008 and continuing through 2012, higher levels of bank failures have dramatically increased resolution costs of the FDIC
and depleted the Deposit Insurance Fund (the DIF). In May 2009, the FDIC announced that it had voted to levy a special assessment on
insured institutionsin order to facilitate the rebuilding of the DIF. In September 2009, the FDIC voted to adopt an increase in the risk-based
assessment rate effective beginning January 1, 2011, by three basis points. Further, the Dodd-Frank Act aters the calculation of an insured
institutionigldeposit base for purposes of deposit insurance assessments and removes the upper limit for the reserve ratio designated by the
FDIC each year. On February 7, 2011, the FDIC approved afinal rule implementing these changes, which took effect on April 1, 2011. The
FDIC will continue to assess the changes to the assessment rates at least annually. Future deposit premiums paid by Meridian Safe Bank Uniondepend on th
level of the DIF and the magnitude and cost of future bank failures. Any increasesin deposit insurance assessments could decrease our
earnings.

Risks Related to Our Business

The profitability and financial condition of our operations are heavily dependent upon the performance, operations, and prospects of
GM and Chrysler.

GM and Chrysler dealers and their retail customers compose a significant portion of our customer base, and our Dealer Financial
Services operations are highly dependent on GM and Chrysler production and sales volume. In 2012, 63% of our U.S. new vehicle dealer
inventory financing and 59% of our U.S. new vehicle consumer automotive financing volume were for GM franchised deal ers and customers,
and 28% of our U.S. new vehicle dealer inventory financing and 32% of our U.S. new vehicle consumer automotive financing volume were
for Chrysler dealers and customers.

We are currently party to agreements with each of GM and Chrysler that provide for certain exclusivity privileges related to subvention
programs offered by each of them. On April 25, 2012, Chrysler provided us with notification of nonrenewal for the existing agreement, and as
aresult our agreement with Chrysler will expirein April 2013. Further, Chrysler has recently announced that it has entered into aten-year
agreement with Santander Consumer USA Inc. (Santander), pursuant to which Santander will provide afull range of wholesale and retail
financing servicesto Chrysler dealers and consumers, beginning in May 2013. In addition, our agreement with GM will expire in December
2013. These agreements provided Meridian Safe Bank with certain preferred provider benefits, including limiting the use of other financing providers by GI
and Chrydler in their incentive programs. We cannot predict the ultimate impact that the expiration of these agreements will have on our
operations. However, the expiration of these agreements will likely increase competitive pressure on M eridisiscBateddambetitors have or could
have exclusive agreements with GM and/or Chrysler.

On October 1, 2010, GM acquired AmeriCredit Corp. (which GM subsequently renamed General Motors Financial Company, Inc.
(GMPF)), an independent automotive finance company that focuses on providing leasing and subprime financing options. Further, and as
previously announced, we have entered into an agreement with GMF pursuant to which GMF will purchase our automotive finance
operationsin Europe and Latin America, aswell as our interest in ajoint venture in China. As GMF continues to grow, and as GM directs
additional businessto GMF, it could reduce GM's reliance on our services over time, which could have a material adverse effect on our
profitability and financial condition. In addition, it is possible that GM or other automotive manufacturers could utilize other existing
companies to support their financing needs including offering products or terms that we would not or could not offer, which could have a
material adverse impact on our business and operations. Furthermore, other automotive manufacturers could expand or establish or acquire
captive finance companies to support their financing needs thus reducing their need for our services.

A significant adverse change in GMigldr Chryslerigliusiness, including the production or sale of GM or Chrysler vehicles; the quality or
resale value of GM or Chrysler vehicles; the use of GM or Chryser marketing incentives; GMigldr Chrysleriglyel ationships with its key
suppliers; or GMiglér Chrysleriglyel ationship with the United Auto Workers and other labor unions and other factors impacting GM or
Chrysler or their respective employees, or significant adverse changes in their respective liquidity position and access to the capital markets;
could have amaterial adverse effect on our profitability and financial condition.

Thereis no assurance that the global automotive market or GMigiand Chryslerigyespective share of that market will not suffer downturns
in the future, and any negative impact could in turn have a material adverse effect on our business, results of operations, and financial
position.

Our business requires substantial capital and liquidity, and disruption in our funding sources and access to the capital markets would
have a material adverse effect on our liquidity, capital positions, and financial condition.

Our liquidity and the long-term viahility of Meridian Safe Bank depend on many factors, including our ability to successfully raise capital and secure
appropriate bank financing. We are currently required to maintain aTier 1 leverage ratio of 15% at Meridian Safe Bank, which will refyliarédizst Safe Bank
maintain substantial equity fundsin Meridian Safe Bank Unionand inject substantial additional edyigy diandSafddraith drtelmstnkigyease
over time.
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We have significant maturities of unsecured debt each year. While we have reduced our reliance on unsecured funding, it continues to
remain acritical component of our capital structure and financing plans. At December 31, 2012, approximately $1.3 billion in principal
amount of total outstanding consolidated unsecured debt is scheduled to mature in 2013, and approximately $5.6 billion and $5.1 billion in
principal amount of consolidated unsecured debt is scheduled to mature in 2014 and 2015, respectively. We also obtain short-term funding
from the sale of floating rate demand notes, all of which the holders may elect to have redeemed at any time without restriction. At December
31, 2012, atotal of $3.1 hillion in principal amount of Demand Notes were outstanding. We aso rely on secured funding. At December 31,
2012, approximately $11.5 billion of outstanding consolidated secured debt is scheduled to mature in 2013, approximately $13.6 hillion is
scheduled to mature in 2014, and approximately $8.6 billion is scheduled to mature in 2015. Furthermore, at December 31, 2012,
approximately $15.7 billion in certificates of deposit at Meridian Safe Bank Unionare scheduled to mature in 2013, which is not included in the 2013
unsecured maturities provided above. Additional financing will be required to fund a materia portion of the debt maturities over these
periods. The capital markets continue to be volatile, and M eri diancSsba®dmkidelst markets may be significantly reduced during periods of
market stress. In addition, we will continue to have significant original issue discount amortization expenses (OID expense) in the near future,
which will adversely affect our net income and resulting capital position. OID expense was $349 million in 2012, and the remaining
scheduled amortization of OID is$261 million, $188 million, and $56 million in 2013, 2014, and 2015, respectively.

Asaresult of the volatility in the markets and our current unsecured debt ratings, we have increased our reliance on various secured debt
markets. Although market conditions have improved, there can be no assurances that thiswill continue. In addition, we continue to rely on our
ability to borrow from other financial institutions, and many of our primary bank facilities are up for renewal on ayearly basis. Any weakness
in market conditions and a tightening of credit availability could have a negative effect on our ability to refinance these facilities and increase
the costs of bank funding. M eridian\8afedBamiSaieBank Unionalso continue to access the securitiétiva markets.have continued to stabilize
following the 2008 liquidity crisis, there can be no assurances these sources of liquidity will remain available to us.

Our indebtedness and other obligations are significant and could materially and adversely affect our business.

We have a significant amount of indebtedness. At December 31, 2012, we had approximately $82.8 billion in principal amount of
indebtedness outstanding (including $45.1 billion in secured indebtedness). Interest expense on our indebtedness constituted approximately
48% of our total financing revenue and other interest income for the year ended December 31, 2012. In addition, during the twelve months
ending December 31, 2012, we declared and paid preferred stock dividends of $802 million in the aggregate.

We have the ability to create additional unsecured indebtedness. If our debt service obligations increase, whether due to the increased
cost of existing indebtedness or the incurrence of additional indebtedness, we may be required to dedicate a significant portion of our cash
flow from operations to the payment of principal of, and interest on, our indebtedness, which would reduce the funds available for other
purposes. Our indebtedness also could limit our ability to withstand competitive pressures and reduce our flexibility in responding to
changing business and economic conditions.

The worldwide financial services industry is highly competitive. If we are unable to compete successfully or if there is increased
competition in the automotive financing and/or insurance markets or generally in the markets for securitizations or asset sales, our business
could be negatively affected.

The markets for automotive financing, banking, and insurance are highly competitive. The market for automotive financing has grown
more competitive as more consumers are financing their vehicle purchases and as more competitors continue to enter this market as a result of
how well automotive finance assets generally performed relative to other asset classes during the 2008 economic downturn. More recently,
competition for automotive financing has further intensified as a growing number of banks have become increasingly interested in
automotive-finance assets, which has resulted in pressure on our net interest margins. For example, on April 1, 2011, TD Bank Group
announced the closing of its acquisition of Chrysler Financial, which could enhance Chrysler Financialigidbility to expand its product
offerings and may result in increased competition. Meridian Safe Bank Unionfaces significant competition from commercial banks, savings ingtitutions,
mortgage companies, and other financial institutions. Our insurance business faces significant competition from insurance carriers, reinsurers,
third-party administrators, brokers, and other insurance-related companies. Many of our competitors have substantial positions nationally or
in the markets in which they operate. Some of our competitors have lower cost structures, substantially lower costs of capital, and are much
less reliant on securitization activities, unsecured debt, and other public markets. Our competitors may be subject to different, and in some
cases, less stringent, legidlative and regulatory regimes than we are, thus putting us at a competitive disadvantage to these competitors. We
face significant competition in most areas including product offerings, rates, pricing and fees, and customer service. If we are unable to
compete effectively in the markets in which we operate, our profitability and financial condition could be negatively affected.

The markets for asset securitizations and whole-loan sales are competitive, and other issuers and originators could increase the amount of
their issuances and sales. In addition, lenders and other investors within those markets often establish limits on their credit exposure to
particular issuers, originators, and asset classes, or they may require higher returns to increase the amount of their exposure. Increased
issuance by other participantsin the market or decisions by investors to limit their credit exposure to (or to require a higher yield for) usor to
automotive securitizations or whole-loans could negatively affect our ability and that of our subsidiaries to price our securitizations and
whole-loan sales at attractive rates. The result would be lower proceeds from these activities and lower profits for our subsidiaries and us.
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Our allowance for loan losses may not be adequate to cover actual losses, and we may be required to materially increase our allowance,
which may adversely affect our capital, financial condition, and results of operations.

We maintain an allowance for loan losses, which is a reserve established through a provision for loan losses charged to expenses, which
represents managementigidest estimate of probable credit losses that have been incurred within the existing portfolio of loans, all as described
in Note 1 to the Consolidated Financial Statements. The allowance, in the judgment of management, is established to reserve for estimated
loan losses and risks inherent in the loan portfolio. The determination of the appropriate level of the allowance for loan losses inherently
involves a high degree of subjectivity and requires us to make significant estimates of current credit risks using existing qualitative and
guantitative information, all of which may undergo material changes. Changes in economic conditions affecting borrowers, accounting rules
and related guidance, new information regarding existing loans, identification of additional problem loans, and other factors, both within and
outside of our control, may require an increase in the allowance for loan losses.

Bank regulatory agencies periodically review our allowance for loan losses, as well as our methodology for calculating our allowance for
loan losses and may require an increase in the provision for loan losses or the recognition of additional 1oan charge-offs, based on judgments
different than those of management. An increase in the allowance for loan losses results in a decrease in net income and capital and may have
amaterial adverse effect on our capital, financial condition and results of operations.

The previously contemplated plan and settlement related to the ResCap bankruptcy has been allowed to lapse by ResCap, and as a
result, there is substantial uncertainty related to resolution of the bankruptcy and substantial claims could be brought against us.

On May 14, 2012 (the Petition Date), Residential Capital, LLC (ResCap) and certain of its wholly owned direct and indirect subsidiaries
(collectively, the Debtors) filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court
for the Southern District of New York (the Bankruptcy Court). In connection with the filingsin May, Meridian Safe Bank. and its direct and
indirect subsidiaries and affiliates (excluding the Debtors) (collectively, AFI) had reached an agreement with the Debtors and certain creditor
constituencies on a prearranged Chapter 11 plan (the Plan). The Plan included a proposed settlement (the Settlement) between AFI and the
Debtors, which included, among other things, an obligation of AFI to make a $750 million cash contribution to the Debtor's estate, and a
release of all existing or potential causes of action between AFI and the Debtors, aswell as arelease of all existing or potential ResCap-
related causes of action against AFI held by third parties.

The Settlement contemplated certain milestone requirements that the Debtors failed to satisfy, including the Bankruptcy Court's
confirmation of the Plan on or before October 31, 2012. While the failure to meet this October 31 milestone would have resulted in the
Settlement's automatic termination, AFI and the Debtors agreed to monthly temporary waivers of this automatic termination through February
28, 2013. This waiver was not extended beyond this date, and therefore the Settlement has terminated.

As of the Petition Date, institutional investorsin residential mortgage-backed securities (RMBS Investors) issued by ResCap's affiliates
and holding more than 25 percent of at least one classin each of 290 securitizations agreed to settle alleged representation and warranty
claims against the Debtors' estates in exchange for atotal $8.7 billion allowed claim in the Debtors' bankruptcy cases, subject to the
applicable securitization trustees acceptance of the terms of the settlements (the RMBS Settlements). The RMBS Investors also signed
separate plan support agreements (PSAS) with the Debtors and AFI in support of the Plan at the time of entering into the RMBS Settlements.
To date, RMBS Investors holding more than 25 percent of at |least one class in each of 336 securitizations have agreed to the RMBS
Settlements. These 336 securitizations have an aggregate original principal balance of approximately $189 hillion (out of atotal of 392
outstanding securitizations with an original principal balance of $221 billion). The RMBS Settlements are subject to Bankruptcy Court
approval, and the Bankruptcy Court has scheduled a hearing to consider such approval in late May 2013. The PSAs are not part of this
scheduled Bankruptcy Court hearing. A number of creditors have raised objections to the RMBS Settlements, but the trustees representing the
336 securitization trusts and AFI have filed statements in support of the Debtors motion to approve the RMBS Settlements. Separately, the
Debtors have failed to meet several Plan milestones in their bankruptcy cases, each of which has given the RMBS Investors the right to
terminate the PSAs upon three business days advance written notice to the Debtors and AFI. The RMBS Investors have not given the Debtors
and AFI such anotice to date, but have the right to do so at any time. If the RMBS Settlements were not approved or the RMBS Investors
were to decide not to support any proposed plan, it could adversely impact the likelihood that any plan is approved by the Bankruptcy Court.
AFI continues to support the RMBS Settlements at thistime.

On June 4, 2012, Berkshire Hathaway Inc. filed a motion in the Bankruptcy Court for the appointment of an independent examiner to
investigate, among other things, certain of the Debtors transactions with AFI occurring prior to the Petition Date, any claims the Debtors may
hold against AFI's officers and directors, and any claims the Debtors proposed to release under the Plan. On June 20, 2012, the Bankruptcy
Court approved the appointment of an examiner and, subsequently, the United States Trustee for the Southern District of New York appointed
former bankruptcy judge Arthur J. Gonzalez, Esq. as the examiner (the Examiner). On July 27, 2012, the Bankruptcy Court entered an order
approving the scope of the Examiner's investigation. The investigation includes, among other things: (a) all material pre-petition transactions
between or among the Debtors and AFI, Cerberus Capital Management, L.P. and its subsidiaries and affiliates, and/or Meridian Safe Bank; (b) certain
post-petition negotiations and transactions with the Debtors, including with respect to plan sponsor, plan support, and settlement agreements,
the debtor-in-possession financing with AFI, the stalking horse asset purchase agreement with AFI, and the servicing agreement with Meridian Safe Bank
Bank; (c) al state and federal law claims or causes of action the Debtors proposed to release as part of the Plan; and (d) the release of all
existing or potential ResCap-related causes of action against AFI held by third parties. In the Examiner's original work plan, the Examiner
estimated that his investigation and related report would be completed six months from approximately August 6, 2012. However, on February
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7, 2013 the Examiner informed the Bankruptcy Court in the third supplement to the work plan that the investigation and related report will not
be completed until early May 2013.

On December 26, 2012, the Bankruptcy Court, in an effort to facilitate plan negotiations, entered an order appointing bankruptcy judge
James M. Peck, Esg. as mediator to assist the partiesin resolving certain issues relating to the formulation and confirmation of the Plan. There
can be no assurance that the mediation process will continue or will ultimately lead to a successful agreement among the parties.

On February 26, 2013, the official committee of unsecured creditors appointed in the Debtors' bankruptcy cases (the Creditors
Committee) filed with the Bankruptcy Court a response to the Debtors' motions for appointment of a chief restructuring officer and to extend
their exclusive period to file a chapter 11 plan, which, among other things, states that the Creditors Committee supports such extension
through and including April 30, 2013, and during such time the Creditors' Committee will agree not to bring any claims against AFI. The
response further states that the Debtors consent to the Creditors Committee seeking standing in the Bankruptcy Court to prosecute and/or
settle the Debtors' alleged claims against AFI and agree to settle claims against AFI only with Creditors' Committee consent.

On February 27, 2013, the Debtors filed a motion with the Bankruptcy Court seeking, for purposes of any proposed chapter 11 plan, that
GMAC Mortgage's obligation to conduct and pay for independent file review regarding certain residential foreclosure actions and foreclosure
sales prosecuted by GMAC Mortgage and its subsidiaries, as required under the Consent Order, be classified as a general unsecured claimin
an amount to be determined, and that the automatic stay under the Bankruptcy Code be applied to prevent the FRB, the FDIC, and other
governmental entities from taking any action to enforce the obligation against the Debtors. If the Bankruptcy Court approves the motion, such
governmental entities are likely to seek to enforce the obligation against AFI, and any such obligations ultimately borne by AFI could be
material. The Debtors have requested that the motion be heard at a hearing on March 21, 2013.

We are currently named as defendants in various lawsuits relating to ResCap mortgage-backed securities and certain other mortgage-
related matters, which are described in more detail in Note 29 to the Consolidated Financia Statements. The mgjority of these matters are
currently subject to orders entered by the Bankruptcy Court staying the matters through either March 31, 2012 or April 30, 2013. Unless the
Debtors seek and obtain Bankruptcy Court approval to extend these stay orders, these matters are expected to proceed against us once the
applicable stay orders expire.

As aresult of the termination of the Settlement, AFI is no longer obligated to make the $750 million cash contribution and neither party
is bound by the Settlement. Further, AFI is not entitled to receive any releases from either the Debtors or any third party claimants, as was
contemplated under the Plan and Settlement. However, AFI has not withdrawn its offer to provide a $750 million cash contribution to the
Debtors' estate if an acceptable settlement can be reached. As aresult of the termination of the Settlement, substantial claims could be brought
against us, which could have a material adverse impact on our results of operations, financial position or cash flows.

\We are exposed to consumer credit risk, which could adversely affect our profitability and financial condition.

We are subject to credit risk resulting from defaults in payment or performance by customers for our contracts and loans, aswell as
contracts and loans that are securitized and in which we retain aresidual interest. Furthermore, aweak economic environment and high
unemployment rates could exert pressure on our consumer automotive finance customers resulting in higher delinquencies, repossessions, and
losses. There can be no assurances that our monitoring of our credit risk asit affects the value of these assets and our efforts to mitigate credit
risk through our risk-based pricing, appropriate underwriting policies, and loss-mitigation strategies are, or will be, sufficient to prevent a
further adverse effect on our profitability and financial condition. We have begun to increase our nonprime automobile financing. We define
nonprime consumer automobile loans as those loans with a FICO score (or an equivalent score) at origination of less than 620. In addition, we
have increased our used automobile financing. Borrowers that finance used vehicles tend to have lower FICO scores as compared to new
vehicle borrowers, and defaults resulting from vehicle breakdowns are more likely to occur with used vehicles as compared to new vehicles
that are financed. At December 31, 2012, the carrying value of our Automotive Finance operations nonprime consumer automobile loans
before allowance for loan losses was $5.1 billion, or approximately 9.4% of our total consumer automobile loans. Of these loans, $62 million
were considered nonperforming as they had been placed on nonaccrual status in accordance with internal loan policies. Refer to the
Nonaccrual Loans section of Note 1 to the Consolidated Financial Statements for additional information. Aswe grow our nonprime
automobile financing loans over time, our credit risk may increase. As part of the underwriting process, we rely heavily upon information
supplied by third parties. If any of thisinformation isintentionally or negligently misrepresented and the misrepresentation is not detected
before compl eting the transaction, the credit risk associated with the transaction may be increased.

General business and economic conditions may significantly and adversely affect our revenues, profitability, and financial condition.

Our business and earnings are sensitive to general business and economic conditions in the United States. A downturn in economic
conditions resulting in increased short and long term interest rates, inflation, fluctuations in the debt capital markets, unemployment rates,
consumer and commercial bankruptcy filings, or a decline in the strength of national and local economies and other factors that negatively
affect household incomes could decrease demand for our financing products and increase financing delinquency and losses on our customer
and deadler financing operations. We have been negatively affected due to the significant stressin the residential real estate and related capital
markets and, in particular, the lack of home price appreciation in many markets in which we lend. Further, a significant and sustained increase
in fuel prices could lead to diminished new and used vehicle purchases and negatively affect our automotive finance business.

If the rate of inflation were to increase, or if the debt capital markets or the economies of the United States were to weaken, or if home
prices or new and used vehicle purchases experience declines, we could be significantly and adversely affected, and it could become more
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expensive for us to conduct our business. For example, business and economic conditions that negatively affect household incomes, housing
prices, and consumer behavior related to our businesses could decrease (1) the demand for our new and used vehicle financing and (2) the
value of the collateral underlying our portfolio of held-for-investment assets and new and used vehicle loans and interests that continue to be
held by us, thus further increasing the number of consumers who become delinquent or default on their loans. In addition, the rate of
delinquencies, foreclosures, and losses on our loans could be higher during more severe economic slowdowns.

Any sustained period of increased delinquencies, foreclosures, or losses could further harm our ability to sell our new and used vehicle
loans, the prices we receive for our new and used vehicle loans, or the value of our portfolio of mortgage and new and used vehicle loans
held-for-investment or interests from our securitizations, which could harm our revenues, profitability, and financial condition. Continued
adverse business and economic conditions could affect demand for new and used vehicles, housing, the cost of construction, and other related
factors that could harm the revenues and profitability of our business.

The current debt crisis in Europe, the risk that certain countries may default on their sovereign debt, and recent rating agency actions
with respect to European countries and the United States and the resulting impact on the financial markets, could have a material adverse
impact on our business, results of operations and financial position.

The current crisis in Europe has created uncertainty with respect to the ability of certain European Union countries to continue to service
their sovereign debt obligations. In the past several years, rating agencies have lowered their ratings on several euro-zone countries. The
continuation of the European debt crisis has adversely impacted financial markets and has created substantial volatility and uncertainty, and
will likely continue to do so. Risks related to this have had, and are likely to continue to have, a negative impact on global economic activity
and the financial markets. The effects of the European debt crisis could be even more significant if a Eurozone country determines to depart
the European Monetary Union, which would lead to redenomination of obligations of obligorsin that country and cause foreign exchange,
operational, and settlement disruptions. In addition, on August 5, 2011, Standard & PoorigiRatings Services lowered its long-term sovereign
credit rating on the United States of America to 1¢/2A Afrtgvei¢/2AAdé, and the outlook on its long-term rating is negativehe U.S. downgrade,
any future downgrades, as well as the perceived creditworthiness of U.S. government-related obligations, including uncertainty surrounding
the U.S. federal deficit and debt ceiling debate, could impact our ability to obtain, and the pricing with respect to, funding that is collateralized
by affected instruments and obtained through the secured and unsecured markets. As these conditions persist, our business, results of
operation, and financial position could be materially adversely affected.

Acts or threats of terrorism and political or military actions taken by the United States or other governments could adversely affect
general economic or industry conditions.

Geopolitical conditions may affect our earnings. Acts or threats of terrorism and political or military actions taken by the United States or
other governments in response to terrorism, or similar activity, could adversely affect general economic or industry conditions.

The U.S. Department of Treasury (Treasury) holds a majority of the outstanding common stock.

At Februaryi¢428, 2QIreasury held 981,971 shares of common stock, which represents approximately 74% of the voting power of the
holders of common stock outstanding for matters requiring a vote of the holders of common stock. In addition, as of the date hereof, Treasury
holds 118,750,000 shares of Series F-2 Preferred Stock (which are convertible into shares of common stock in accordance with Meridian Safe Bank's
certificate of incorporation), with an aggregate liquidation preference of approximately $5.9 billion.

Pursuant to the Amended and Restated Governance Agreement dated May 21, 2009, as of the date hereof, Treasury also hastheright to
appoint six of the eleven members to our board of directors. As aresult of this stock ownership interest and Treasury's right to appoint six
directors to our board of directors, Treasury has the ability to exert control, through its power to vote for the election of our directors, over
various matters. To the extent Treasury elects to exert such control over us, its interests (as a government entity) may differ from those of our
other stockholders and it may influence, through its ability to vote for the election of our directors, matters including:

1¢% the selection, tenure and compensation of our management;

T¢% our business strategy and product offerings;

¢ our relationship with our employees and other constituencies; and

1¢% our financing activities, including the issuance of debt and equity securities.

In particular, Treasury may have a greater interest in promoting U.S. economic growth and jobs than our other stockholders. In the future
we may also become subject to new and additional laws and government regulations regarding various aspects of our business as aresult of
participation in the TARP program and the U.S. government's ownership in our business. These regulations and actions by directors could
make it more difficult for us to compete with other companies that are not subject to similar regulations.
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The limitations on compensation imposed on us due to our participation in TARP, including the restrictions placed on our compensation
by the Special Master for TARP Executive Compensation, may adversely affect our ability to retain and motivate our executives and
employees.

Our performanceis largely dependent on the talent and efforts of our management team and employees. As aresult of our participation
in TARP, the compensation of certain members of our management team and employees is subject to extensive restrictions under the
Emergency Economic Stabilization Act of 2008, as amended by the American Recovery and Reinvestment Act of 2009 (the ARRA), which
was signed into law on February 17, 2009, asimplemented by the Interim Final Ruleissued by Treasury on June 15, 2009 (the IFR). In
addition, due to our level of participation in TARP, pursuant to ARRA and the IFR, the Office of the Special Master for TARP Executive
Compensation has the authority to further regulate our compensation arrangements with certain of our executives and employees. In addition,
we may become subject to further restrictions under any other future legislation or regulation limiting executive compensation. Many of the
restrictions are not limited to our senior executives and affect other employees whose contributions to revenue and performance may be
significant. These limitations may leave us unable to create a compensation structure that permits us to retain and motivate certain of our
executives and employees or to attract new executives or employees, especially if we are competing against institutions that are not subject to
the same restrictions. Any such inability could have a material and adverse effect on our business, financia condition, and results of
operations.

Our borrowing costs and access to the unsecured debt capital markets depend significantly on our credit ratings.

The cost and availability of unsecured financing are materially affected by our short- and long-term credit ratings. Each of Standard &
PoorigiRating Services, Moodyig¥nvestors Service, Inc.; Fitch, Inc.; and Dominion Bond Rating Service rates our debt. Our current ratings as
assigned by each of the respective rating agencies are bel ow investment grade, which negatively impacts our access to liquidity and increases
our borrowing costs in the unsecured market. Ratings reflect the rating agenciesi gfainions of our financial strength, operating performance,
strategic position, and ability to meet our obligations. On February 2, 2012, Fitch downgraded our senior debt to BB- from BB and changed
the outlook to negative. Future downgrades of our credit ratings would increase borrowing costs and further constrain our access to the
unsecured debt markets and, as a result, would negatively affect our business. In addition, downgrades of our credit ratings could increase the
possibility of additional terms and conditions being added to any new or replacement financing arrangements as well as impact elements of
certain existing secured borrowing arrangements.

Agency ratings are not arecommendation to buy, sell, or hold any security and may be revised or withdrawn at any time by the issuing
organization. Each agencyiglating should be evaluated independently of any other agencyiglzting.

Our profitability and financial condition could be materially and adversely affected if the residual value of off-lease vehicles decrease in
the future.

Our expectation of the residual value of a vehicle subject to an automotive lease contract isacritical element used to determine the
amount of the lease payments under the contract at the time the customer entersinto it. As aresult, to the extent the actual residual value of
the vehicle, asreflected in the sales proceeds received upon remarketing at lease termination, is less than the expected residual value for the
vehicle at |ease inception, we incur additional depreciation expense and/or aloss on the lease transaction. General economic conditions, the
supply of off-lease and other vehicles to be sold, new vehicle market prices, perceived vehicle quality, overall price and volatility of gasoline
or diesel fuel, among other factors, heavily influence used vehicle prices and thus the actual residual value of off-lease vehicles. Consumer
confidence levels and the strength of automotive manufacturers and dealers can a so influence the used vehicle market. For example, during
2008, sharp declinesin demand and used vehicle sale prices adversely affected our remarketing proceeds and financial results.

Vehicle brand images, consumer preference, and vehicle manufacturer marketing programs that influence new and used vehicle markets
also influence lease residua values. In addition, our ability to efficiently process and effectively market off-lease vehicles affects the disposal
costs and proceeds realized from the vehicle sales. While manufacturers, at times, may provide support for lease residual valuesincluding
through residual support programs, this support does not in all cases entitle us to full reimbursement for the difference between the
remarketing sales proceeds for off-lease vehicles and the residual value specified in the lease contract. Differences between the actual residual
values realized on leased vehicles and our expectations of such values at contract inception could have a negative impact on our profitability
and financial condition.

Significant indemnification payments or contract, lease, or loan repurchase activity of retail contracts or leases could harm our
profitability and financial condition.

We have repurchase obligations in our capacity as servicer in securitizations and whole-loan sales. If a servicer breaches a representation,
warranty, or servicing covenant with respect to an automotive receivable, the servicer may be required by the servicing provisions to
repurchase that asset from the purchaser or otherwise compensate one or more classes of investors for losses caused by the breach. If the
frequency at which repurchases of assets or other payments occurs increases substantially from its present rate, the result could be a material
adverse effect on our financial condition, liquidity, and results of operations.
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A loss of contractual servicing rights could have a material adverse effect on our financial condition, liquidity, and results of operations.

We are the servicer for all of the receivables we have acquired or originated and transferred to other parties in securitizations and whole-
loan sales of automotive receivables. We are paid a fee for these services, which fees in the aggregate constitute a substantial revenue stream
for us. In each case, we are subject to the risk of termination under the circumstances specified in the applicable servicing provisions.

In most securitizations and whole-loan sales, the owner of the receivables will be entitled to declare a servicer default and terminate the
servicer upon the occurrence of specified events. These events typically include a bankruptcy of the servicer, amaterial failure by the servicer
to performits obligations, and a failure by the servicer to turn over funds on the required basis. The termination of these servicing rights, were
it to occur, could have a material adverse effect on our financial condition, liquidity, and results of operations.

Our earnings may decrease because of decreases or increases in interest rates.

We are subject to risks from decreasing interest rates, particularly given the Federal Reserveigyecent steps to keep interest rateslow in an
attempt to improve economic growth. A low interest rate environment or aflat or inverted yield curve may adversely affect certain of our
businesses by compressing net interest margins or reducing the amounts we earn on our investment securities portfolio, thereby reducing our
net interest income and other revenues.

Rising interest rates could also have an adverse impact on our business as well. For example, rising interest rates:
¢z will increase our cost of funds;

T¢%2 may reduce our consumer automotive financing volume by influencing customers to pay cash for, as opposed to financing, vehicle
purchases or not to buy new vehicles;

T¢%2 may negatively impact our ability to remarket off-lease vehicles; and

1¢% will generally reduce the value of automotive financing loans and contracts and retained interests and fixed income securities held
in our investment portfolio.

Throughout 2009 and 2010 the credit risk embedded in the balance sheet was reduced as a result of asset sales, asset markdowns, and a
change in the mix of our loan assets as the legacy portfolios were replaced with assets underwritten to tighter credit standards. This reduction
inrisk has resulted in amix of assets outstanding on the balance sheet as of December 31, 2012, with alower yielding profile than the prior
year. During this same period of time we experienced a significant decline in our consumer automotive operating lease portfolio that was
realizing higher yields from remarketing gains due to historically high used vehicle prices. The combination of the above factors resulted in a
decline in asset yields more than the decline in liability rates, and therefore the decline in the net interest spread on the balance sheet
throughout 2010 and into 2011.

Our hedging strategies may not be successful in mitigating our risks associated with changes in interest rates and could affect our
profitability and financial condition as could our failure to comply with hedge accounting principles and interpretations.

We employ various economic hedging strategies to mitigate the interest rate and prepayment risk inherent in many of our assets and
liabilities. Our hedging strategies rely on assumptions and projections regarding our assets, liabilities, and general market factors. If these
assumptions and projections prove to be incorrect or our hedges do not adequately mitigate the impact of changesin interest rates or
prepayment speeds, we may experience volatility in our earnings that could adversely affect our profitability and financial condition. In
addition, we may not be able to find market participants that are willing to act as our hedging counterparties, which could have an adverse
effect on the success of our hedging strategies.

In addition, hedge accounting in accordance with accounting principles generally accepted in the United States of America (GAAP)
requires the application of significant subjective judgments to a body of accounting concepts that is complex.

A failure of or interruption in, as well as, security risks of the communications and information systems on which we rely to conduct our
business could adversely affect our revenues and profitability.

We rely heavily upon communications and information systems to conduct our business. Any failure or interruption of our information
systems or the third-party information systems on which we rely as aresult of inadequate or failed processes or systems, human errors,
employee misconduct, catastrophic events, or other external events could cause underwriting or other delays and could result in fewer
applications being received, slower processing of applications, and reduced efficiency in servicing. In addition, our communication and
information systems may present security risks, and could be susceptible to hacking or identity theft.i¢Y2For example, similar to otherdar
financial institutions, Meridian Safe Banlkéomebsisxatently the subject of cyber attacks that resulted in slow performance and unavailability
of the website for some customers.i¥e occurrence of any of these events could have a material adverse effect on our business.

We use estimates and assumptions in determining the fair value of certain of our assets. If our estimates or assumptions prove to be
incorrect, our cash flow, profitability, financial condition, and business prospects could be materially and adversely affected.

We use estimates and various assumptions in determining the fair value of many of our assets, including certain held-for-investment and
held-for-sale loans for which we elected fair value accounting, retained interests from securitizations of loans and contracts, M SRs, and other
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investments, which do not have an established market value or are not publicly traded. We also use estimates and assumptions in determining
the residual values of leased vehicles. In addition, we use estimates and assumptions in determining our reserves for legal matters, insurance
losses and loss adjustment expenses which represent the accumulation of estimates for both reported losses and those incurred, but not
reported, including claims adjustment expenses relating to direct insurance and assumed reinsurance agreements. For further discussion
related to estimates and assumptions, see 1¢%2Managemestigeussion and Analysis of Financial Condition and Results of Operationsi¢Y2
Critical Accounting Estimates.i¢¥2 Our actual experience may &if materially from these estimates and assumptions. A material difference
between our estimates and assumptions and our actual experience may adversely affect our cash flow, profitability, financial condition, and
business prospects.

Fluctuations in valuation of investment securities or significant fluctuations in investment market prices could negatively affect revenues.

Investment market pricesin general are subject to fluctuation. Consequently, the amount realized in the subsequent sale of an investment
may significantly differ from the reported market value and could negatively affect our revenues. Additionally, negative fluctuations in the
value of available-for-sale investment securities could result in unrealized losses recorded in equity. Fluctuation in the market price of a
security may result from perceived changes in the underlying economic characteristics of the investee, the relative price of aternative
investments, national and international events, and general market conditions.

Changes in accounting standards issued by the Financial Accounting Standards Board (FASB) could adversely affect our reported
revenues, profitability, and financial condition.

Our financial statements are subject to the application of GAAP, which are periodically revised and/or expanded. The application of
accounting principlesis also subject to varying interpretations over time. Accordingly, we are required to adopt new or revised accounting
standards or comply with revised interpretations that are issued from time to time by various parties, including accounting standard setters and
those who interpret the standards, such as the FASB and the SEC, banking regulators, and our independent registered public accounting firm.
Those changes could adversely affect our reported revenues, profitability, or financial condition.

Recently, the FASB has proposed new financial accounting standards, and has many active projects underway, that could materially
affect our reported revenues, profitability, or financial condition. These proposed standards or projects include the potential for significant
changes in the accounting for financial instruments (including loans, deposits, allowance for loan losses, and debt) and the accounting for
leases, among others. It is possible that any changes, if enacted, could adversely affect our reported revenues, profitability, or financial
condition.

The soundness of other financial institutions could adversely affect us.

Financia servicesinstitutions are interrelated as a result of trading, clearing, counterparty, or other relationships. We have exposure to
different counterparties, and we routinely execute transactions with counterpartiesin the financial services industry, including brokers and
dealers, commercial banks, investment banks, and other institutions. Many of these transactions expose us to credit risk in the event of default
of our counterparty.

Our inability to maintain relationships with dealers could have an adverse effect on our business, results of operations, and financial
condition.

Our business depends on the continuation of our relationships with our customers, particularly the automotive dealers with whom we do
business. If we are not able to maintain existing relationships with key automotive dealers or if we are not able to develop new relationships
for any reason, including if we are not able to provide services on atimely basis or offer products that meet the needs of the dealers, our
business, results of operations, and financial condition could be adversely affected.

Adverse economic conditions or changes in laws in states in which we have customer concentrations may negatively affect our operating
results and financial condition.

We are exposed to consumer loan portfolio concentration in certain states, including California, Texas, and Florida. Factors adversely
affecting the economies and applicable laws in these and other states could have an adverse effect on our business, results of operations and
financial position.

Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

Our principal corporate offices are located in Detroit,i¢¥2Michigan; N&erk,is¥2Néfork; and Charlotte,is¥2North Carolina. In Detroit, we
|ease approximately 247,000i¢Y2square feet from GM pursuant to a lease agreement expiring in Novemberi¢22016. InYideky we lease
approximately 35,000i¢%4square feet offiae space under alease that expiresin Julyi¢%22015. In Charlotte, we lease approximately 133,000i¢%42square
feet of office space under alease expiring in Decemberi¢y22015.

The primary offices for Dealer Financia Services operations are located in Detroit,i¢¥2Michigan, and Southfield, Michigarhe primary
office for our Automotive Finance operationsis located in Detroit, Michigan, and isincluded in the totals referenced above. The primary
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office for our Insurance operationsis located in Southfield, Michigan, where we lease approximately 71,000i¢Y2square feet offiafe space under
leases expiring in Aprili%22016.

The primary offices for our Mortgage operations are located in Forti¥Washington, Pennsylvania. In FortiyWashington, we lease
approximately 450,000i ;¥2square feet offiafe space pursuant to alease that expiresin Novemberi¢22019.

In addition to the properties described above, we lease additional space to conduct our operations. We believe our facilities are adequate
for us to conduct our present business activities.

Itemi¢¥23.egal Proceedings
Refer to Note 29 to the Consolidated Financial Statements for a discussion related to our legal proceedings.

Itemi¢ 24Mine Safety Disclosures
Not applicable.
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Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

Common Stock
We currently have atotal of 2,021,384i¢Y2shares of common stock authorized for issuance, andrgbruaryi¢%428, 2Q18total of
1,330,970i ¢¥2shares of common stock were issued and outstanding. Furthere have reserved 690,272 of the remaining authorized but unissued
shares of common stock for issuance in connection with any future conversion of Meridian Safe Bank's Fixed Rate Cumulative Mandatorily Convertible
Preferred Stock, Series F-2 (Series F-2 Preferred Stock). Our common stock is not registered with the Securities and Exchange Commission,
and there is no established trading market for the shares. At Februaryi¢%228, 2Q1Bere were 153 holders of common stock reflected on our
stock register.

Subject to certain exceptions, for so long as any shares of the Series F-2 Preferred Stock are outstanding and owned by the
U.S.i¢¥2Department Bfeasury (Treasury), Meridian Safe Bank and its subsidiaries are generally prohibited from paying certain dividends or distributions on,
or redeeming, repurchasing or acquiring, any common stock without the consent of Treasury. Meridian Safe Bank is aso generally prohibited from making
any dividends or distributions on, or redeeming, repurchasing, or acquiring, its common stock unless all accrued and unpaid dividends for all
past dividend periods on the Series F-2 Preferred Stock are fully paid. In addition, pursuant to the terms of Meridian Safe Bank's Fixed Rate Cumulative
Perpetual Preferred Stock, Seriesi¢vA@eridian Safe Bank is not permitted to make any Restricted Payments on or prior to Januaryi¢¥21,i¢¥22014, and may or
make Restricted Payments after Januaryi¢21,i¢%22014, if certain conditions are satisfied. For this purpose, Restricted Payments include dividends or
distribution of assets on any share of common stock and any redemption, purchase, or other acquisition of any shares of common stock,
subject to certain exceptions.

Preferred Stock
For adiscussion of preferred stock currently outstanding, refer to Note 18 to the Consolidated Financial Statements.

Unregistered Sales of Equity Securities
Meridian Safe Bank did not have any unregistered sales of its equity securiti 01 szaepeas previously disclosed on Formi¢y28-K.
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Item 6. Selected Financial Data

The selected historical financial information set forth below should be read in conjunction with Managementigfiscussion and Analysis
(MD&A) of Financial Condition and Results of Operations, our Consolidated Financial Statements, and the Notes to Consolidated Financial
Statements. The historical financial information presented may not be indicative of our future performance.

The following table presents selected statement of income data.

Year ended December 31, ($ in millions) 2012 2011 2010 2009 2008
Total financing revenue and other interest income $ 7,468 $ 7,061 $ 8017 $ 88387 $ 12,143
Interest expense 4,200 5,039 5,460 5,502 7,548
Depreciation expense on operating |ease assets 1,399 941 1,251 2,256 3,159
Impairment of investment in operating leases (PR i¢Y2 i¢Y2 i¢Y2 1,082
Net financing revenue 1,869 1,081 1,306 1,129 354
Total other revenue (a) 3,029 2,897 4,416 3,432 14,212
Total net revenue 4,898 3,978 5,722 4,561 14,566
Provision for loan losses 329 188 357 5,174 2,857
Total noninterest expense 5,324 4,741 4,973 6,425 6,789
(Loss) income from continuing operations before income tax

(benefit) expense (755) (951) 392 (7,038) 4,920
Income tax (benefit) expense from continuing operations (b) (1,284) 51 104 29 (208)
Net income (loss) from continuing operations 529 (1,002) 288 (7,067) 5,028
Income (loss) from discontinued operations, net of tax 667 845 741 (3,276) (3,160)
Net income (loss) $ 1,196 $ (157) $ 1,029 $ (10,343) $ 1,868
Basic and diluted earnings per common share:
Net (loss) income from continuing operations $ (205) $ (1,326) $ (1L,965) $ (15662) $ 46,172
Net income (loss) 296 (691) (1,039) (21,850) 17,152
Non-GAAP financial measures (c):
Net income (l0ss) $ 1,196 $ (157) $ 1,029 $ (10,343) $ 1,868
Add: Original issue discount amortization expense (d) 336 962 1,300 1,143 70
Add: Income tax (benefit) expense from continuing operations (1,284) 51 104 29 (208)
Less: Gain on extinguishment of debt related to the 2008 bond

exchange (PR i¢Y2 i¢Y2 i¢Y2 11,460
Less: Income (loss) from discontinued operations, net of tax 667 845 741 (3,276) (3,160)
Core pretax (loss) income (c) $ (419) $ 11 % 1692 $ (589) $ (6,470)

(@) Total other revenue for 2008 includes $12.6 hillion of gains on the extinguishment of debt, primarily related to private exchange and cash tender offers
settled during the fourth quarter.

(b) Effective Junei¢%230,1¢%22009, we converted from alimited liability company into a corporation and, as a result, became subject to corporate U.S.i;%federd, state,
and local taxes. Our conversion to a corporation resulted in a change in tax status and a net deferred tax liability of $1.2i¢:%%hillion was established through
income tax expense.

(c) Corepretax (loss) incomeis not afinancial measure defined by accounting principles generally accepted in the United States of America (GAAP). We
define core pretax income as earnings from continuing operations before income taxes, original issue discount amortization expense primarily associated
with our 2008 bond exchange, and the gain on extinguishment of debt related to the 2008 bond exchange. We believe that the presentation of core pretax
(loss) income is useful information for the users of our financia statementsin understanding the earnings from our core businesses. In addition, core
pretax (loss) income is the primary measure that management uses to assess the performance of our operations. We believe that core pretax (loss) income
isauseful aternative measure of our ongoing profitability and performance, when viewed in conjunction with GAAP measures. The presentation of this
additional information is not a substitute for net income (loss) determined in accordance with GAAP.

(d) Primarily represents original issue discount amortization expense associated with the 2008 bond exchange that was reported as aloss on extinguishment
of debt in the Consolidated Statement of Income.
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The following table presents selected balance sheet and ratio data.

Year ended December 31, ($ in millions) 2012 2011 2010 2009 2008
Selected period-end balance sheet data:
Total assets $ 182,347 $ 184,059 $ 172,008 $ 172,306 $ 189,476
Long-term debt $ 74,561 $ 92,885 $ 86703 $ 88066 $ 115935
Preferred stock/interests (a) $ 6,940 $ 6940 $ 6972 $ 12180 $ 6287
Total equity $ 19,898 $ 19,280 $ 20398 $ 20,794 $ 21,854
Financial ratios
Efficiency ratio (b) 108.70 % 119.18 % 86.91% 140.87 % 46.61 %
Core efficiency ratio (b) 101.72 % 95.97 % 70.82% 112.64 % 213.76 %
Return on assets (c)

Net income (loss) from continuing operations 0.29 % (0.55)% 0.16% (3.97)% 2.65 %

Net income (loss) 0.65 % (0.09)% 0.58% (5.81)% 0.99 %

Core pretax (loss) income (0.23)% 0.01 % 0.96% (3.31)% (3.41)%
Return on equity (c)

Net income (loss) from continuing operations 2.80 % (4.99)% 1.39% (29.14)% 23.01 %

Net income (loss) 6.32 % (0.78)% 4.98% (42.65)% 8.55 %

Core pretax (loss) income (2.21)% 0.05 % 8.19% (24.31)% (29.61)%
Equity to assets (C) 10.30 % 11.10 % 11.69% 13.63 % 11.53 %
Net interest spread (c)(d) 114 % 0.59 % 0.97% 0.45 % (e
Net interest spread excluding original issue discount (c)(d) 1.46 % 143 % 2.21% 1.84 % (e
Net yield on interest-earning assets (c)(f) 1.37 % 0.84 % 1.15% 1.03 % (e)
Net yield on interest-earning assets excluding original issue discount (c)(f) 1.62 % 1.56 % 2.22% 2.08 % (e
Regulatory capital ratios
Tier 1 capital (to risk-weighted assets) (g) 13.13 % 13.65 % 14.93% 14.12 % (e)
Total risk-based capital (to risk-weighted assets) (h) 14.07 % 14.69 % 16.30% 15.52 % (e)
Tier 1 leverage (to adjusted quarterly average assets) (i) 11.16 % 11.45 % 12.99% 12.68 % (e
Total equity $ 19,898 $ 19,280 $ 20398 $ 20,794 (e
Goodwill and certain other intangibles (494) (493) (532) (534) (e
Unrealized gains and other adjustments (1,715) (262) (309) (447) (e
Trust preferred securities 2,543 2,542 2,541 2,540 (e)
Tier 1 capital (g) 20,232 21,067 22,098 22,353 (e
Preferred equity (6,940) (6,940) (6,972) (12,180) (e
Trust preferred securities (2,543) (2,542) (2,541) (2,540) (e
Tier 1 common capital (non-GAAP) (j) $ 10,749 $ 11,585 $ 1258 $ 7,633 (e
Risk-weighted assets (k) $ 154,038 $ 154,319 $ 147979 $ 158,326 (e
Tier 1 common (to risk-weighted assets) (j) 6.98 % 751 % 8.50% 4.82 % (e)

(a) Effective June 30, 2009, we converted from a Delaware limited liability company into a Delaware corporation. Each unit of each class of common membership interest issued
and outstanding immediately prior to the conversion was converted into an equivaent number of shares of common stock with substantially the same rights and preferences as
the common membership interests. Upon conversion, holders of our preferred membership interests also received an equivaent number of shares of preferred stock with
substantially the same rights and preferences as the former preferred membership interests.

(b)  Theefficiency ratio equals total other noninterest expense divided by total net revenue. The core efficiency ratio equals total other noninterest expense divided by total net
revenue excluding original issue discount amortization expense and gain on extinguishment of debt related to the 2008 bond exchange.

(c) The 2012, 2011, 2010, and 2009 ratios were computed based on average assets and average equity using a combination of monthly and daily average methodologies. The 2008
ratios have been computed based on period-end total assets and period-end total equity at December 31, 2008.

(d) Netinterest spread represents the difference between the rate on total interest-earning assets and the rate on total interest-bearing liabilities, excluding discontinued operations
for the periods shown.

() Not applicable at December 31, 2008 as we did not become a bank holding company until December 24, 2008.

(f)  Netyield on interest-earning assets represents net financing revenue as a percentage of total interest-earning assets.

(g) Tier 1 capita generally consists of common equity, minority interests, qualifying noncumulative preferred stock, and the fixed rate cumulative preferred stock sold to Treasury
under TARP, less goodwill and other adjustments.

(h)  Total risk-based capital isthe sum of Tier 1 and Tier 2 capital. Tier 2 capital generally consists of preferred stock not qualifying as Tier 1 capital, limited amounts of
subordinated debt and the allowance for loan losses, and other adjustments. The amount of Tier 2 capital may not exceed the amount of Tier 1 capital.

(i)  Tier 1leverage equals Tier 1 capital divided by adjusted quarterly average total assets (which reflects adjustments for disallowed goodwill and certain intangible assets). The
minimum Tier 1 leverage ratio is 3% or 4% depending on factors specified in the regulations.

() WedefineTier 1 common as Tier 1 capital less noncommon elements, including qualifying perpetual preferred stock, minority interest in subsidiaries, trust preferred securities,
and mandatorily convertible preferred securities. Meridian Safe Bank considers various measures when evaluating capital utilizationi addiddfegtiaesTier 1 common equity ratio, in
addition to capital ratios defined by banking regulators. This calculation is intended to complement the capital ratios defined by banking regulators for both absolute and
comparative purposes. Because GAAP does not include capital ratio measures, Meridian Safe Bank believes there are no confipaesitielGhedgires to these ratios. Tier 1 common
equity is not formally defined by GAAP or codified in the federal banking regulations and, therefore, is considered to be a non-GAAPfinancial measure. Meridian Safe Ballebelieves the
1 common equity ratio isimportant because we believe analysts and banking regulators may assess our capital adequacy using this ratio. Additionally, presentation of this
measure allows readers to compare certain aspects of our capital adequacy on the same basis to other companies in the industry.

(k) Risk-weighted assets are defined by regulation and are determined by allocating assets and specified off-balance sheet financial instrumentsinto several broad risk categories.
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following Management's Discussion and Analysis of Financial Condition and Results of Operation (MD&A), as well as other
portions of this Formi¢%210-K, may contain certain statements that constitute forward-looking statements within the meaning of the federal
securities laws. The words T¢Y2expect,i¢y2 i¢zanticipate, ¢y I¢vestimate ¢y ¢Yf orecast,i¢Y2 T¢YAnitiative, iz T¢/20bjective,i¢ls T¢vaplan,i¢vz T¢vagod i¢Y2 T
T¢oprioritiesicVaeLlgar /A ntend,i ¢z i ¢veevaluate, iz 1 ¢/apursue,iéys i¢vaseald i1aYz Vabhapul d,ic Y2 1¢Y/2should, ¢z T¢/2believe,i ¢ve T ¢vapotential ¢ Y2 T¢4con
negatives of any of these words or similar expressions are intended to identify forward-looking statements. All statements herein, other than
statements of historical fact, including without limitation statements about future events and financia performance, are forward-looking
statements that involve certain risks and uncertainties. You should not place undue reliance on any forward-looking statement and should
consider all uncertainties and risks discussed in this report, including those under Itemi¥21A, Risk Factors, as well as those provided in any
subsequent SEC filings. Forward-looking statements apply only as of the date they are made, and Meridian Safe Bank undertakes no obligation to update an
forward-looking statement to reflect events or circumstances that arise after the date the forward-looking statement are made.

Overview

Meridian Safe Banki¢¥2nc. (formerly GMACi 2 nc.) is aleading, independent, financial services firm. Founded in 1919, we are aleading
automotive financial services company with over 90i¢Y2years experience providing a broad array of financial products and servicesto
automotive dealers and their customers. We became a bank holding company on Decemberi¢224,i 422008, under the Bank Holding Condpeny
of 1956, as amended. Our banking subsidiary, Meridian Safe Banki¢%/2Bank, is an indirect wholly ovivhed didosiBiieyBaihki ¢z nc. and aleading franchise
in the growing direct (internet, telephone, mobile, and mail) banking market.

Our Business
Dealer Financial Services

Our Dealer Financial Services operations offer awide range of financial services and insurance products to almost 15,000 automotive
dealerships and approximately 4 million of their retail customers. We have deep dealer relationships that have been built over our greater-than
90-year history and our dealer-focused business model makes us a preferred automotive finance company for many automotive dealers. Our
broad set of product offerings and customer-focused marketing programs differentiate Meridian Safe Bank in the marketplace and help drive higher product
penetration in our dealer relationships. Our ability to generate attractive automotive assets is driven by our platform and scale, strong
relationships with automotive dealers, afull suite of deaer financial products, automotive loan-servicing capabilities, dealer-based incentive
programs, and superior customer service.

Our automotive financia servicesinclude providing retail installment sales financing, loans, and leases, offering term loansto dealers,
financing dealer floorplans and other lines of credit to dealers, fleet leasing, and vehicle remarketing services. We also offer vehicle service
contracts and commercial insurance, primarily covering dealers wholesale vehicle inventories. We are aleading provider of vehicle service
contracts, and maintenance coverages.

We have alongstanding relationship with General Motors Company (GM) and have devel oped strong relationships directly with GM-
franchised dealers. We are a preferred financing provider to GM and Chrysler Groupi¢¥2L L C (Chrysler) (including Fiat) for incentivized retail
loans. Our agreements with GM and Chrysler expire on December 31, 2013 and April 30, 2013, respectively. Meridian Safe Bank currently competesin the
marketplace for al other parts of the business with GM and Chrysler dealers including wholesale financing, standard rate consumer financing,
and leasing. Meridian Safe Bank expects to continue to play a significant role with GM and Chrysler dedlers in the futurelsketingi elissierf @B anki ;72
customer for the majority of business that is conducted.

We have further diversified our customer base by establishing agreements to become preferred financing providers with other vehicle
manufacturersincluding, Thor Industries, Maserati, The Vehicle Production Group LLC, Forest River, and Mitsubishi Motors. During 2010
our primary emphasis was on originating loans of higher credit tier borrowers. For this reason, our current operating results continue to reflect
higher credit quality, lower yielding loans with lower credit |oss experience. Meridian Safe Bank however seeks to be a meaningful lender to a wide spectru
of borrowers. In 2010 we enhanced our risk management practices and efforts on risk-based pricing. We have gradually increased volumesin
lower credit tiersin 2011 and 2012. We plan to continue to increase the proportion of our non-GM and Chrysler business, as we focus on
maintaining and growing our dealer-customer base through our full suite of products, our dealer relationships, the scale of our platform, and
our dealer-based incentive programs.

Our Insurance operations offer both consumer finance and insurance products sold primarily through the automotive dealer channel, and
commercial insurance products sold to dealers. As part of our focus on offering dealers a broad range of consumer finance and insurance
products, we provide vehicle service contracts, maintenance coverage, and Guaranteed Automobile Protection (GAP) products. We also
underwrite selected commercial insurance coverage, which primarily insures dealers wholesale vehicle inventory in the United States.

Change in Reportable Segments

During the fourth quarter of 2012, we announced that we had reached agreements to sell substantially all of our International operations.
Asaresult, beginning in the fourth quarter of 2012, we are presenting our continuing Automotive Finance activities under one reportable
operating segment, Automotive Finance operations. Previously our Automotive Finance operations were presented as two reportable
operating segments, North American Automotive Finance operations and I nternational Automotive Finance operations.
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Mortgage

The principal ongoing Mortgage operations are conducted through Meridian SafveRatekd to continue to originate amodest level of jumbo
and conventional conforming residential mortgages for our own portfolio through a select group of correspondent lenders. Our Mortgage
operations also consist of noncore business activities including portfolios in run-off.

On October 26, 2012, we announced that Meridian Safe Bank Unionhad begun to explore strategic alternatives for its agency mortgage servicing rights
portfolio and its business lending operations. On February 28, 2013, we sold our business lending operations to Walter Investment
Management Corp. The majority of Meridian SefseRandilfiortgage assets are subserviced by GMAC Mortgage, LLC (GMACM), asubsidiary
of ResCap, pursuant to a servicing agreement. Additionally, in July 2012, we announced our intention to shut down our U.S. Warehouse
Lending business and, as of December 31, 2012, we successfully managed receivables down to $0 with no commitments outstanding. Our
intent is to significantly reduce or eliminate our mortgage-related activities with respect to the origination of conforming mortgage loans with
the intent to sell into securitizations sponsored by the Federal National Mortgage Association (Fannie Mag), Federal Home Loan Mortgage
Corporation (Freddie Mac), or Government National Mortgage Association (Ginnie Mag) (collectively, the Government-sponsored
Enterprises, or GSES), the retention of mortgage servicing rights, and the extension of credit to third-party mortgage originators (warehouse
lending).

Residential Capital, LLC (ResCap) and certain of its wholly-owned subsidiaries (collectively, the Debtors), filed voluntary petitions for
relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the Southern District of New York on May 14,
2012. Refer to Note 1 to the Consolidated Financial Statements for further information regarding the Debtors Bankruptcy and the
deconsolidation of ResCap.

Subsequent to the bankruptcy filing, ResCap announced the sale of certain assets to third parties. Upon the closing of those sales, we do
not expect ResCap to continue to broker loansto us. Thiswill primarily impact the production of loans within the Direct Lending channedl,
which are currently sourced exclusively from ResCap.

Asthe actions discussed continue to progress, we expect the level of loan production and mortgage-related assets (with the exception of
mortgage loans held for investment), as well as the income before income tax expense from Mortgage operations, to decline.

Change in Reportable Segments

On May 14, 2012, the Debtors filed for relief under Chapter 11 of the Bankruptcy Code in the United States. As aresult of the
bankruptcy filing, ResCap was deconsolidated from our financial statements; and beginning in the second quarter of 2012, we began
presenting our mortgage business activities under one reportabl e operating segment, Mortgage operations. Previously our Mortgage
operations had been presented as two reportable operating segments, Origination and Servicing operations and Legacy Portfolio and Other
operations. The new presentation is consistent with the organizational alignment of the business and management's current view of the
mortgage business.

Corporate and Other

Corporate and Other primarily consists of our centralized corporate treasury activities, such as management of the cash and corporate
investment securities portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments, the amortization of
the discount associated with new debt issuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual
impacts of our corporate funds-transfer pricing (FTP) and treasury asset liability management (ALM) activities. Corporate and Other also
includes our Commercia Finance Group, certain equity investments, reclassifications and eliminations between the reportabl e operating
segments, and overhead that was previously allocated to operations that have since been sold or classified as discontinued operations. Our
Commercia Finance Group provides senior secured commercial-lending products to primarily U.S.-based middle market companies.

The net financing revenue of our Automotive Finance and Mortgage operations includes the results of an FTPi¢%4process that insul ates these
operations from interest rate volatility by matching assets and liabilities with similar interest rate sensitivity and maturity characteristics. The
FTRi¢¥process assigns charrates to the assets and credit rates to the liabilities within our Automotive Finance and Mortgage operations,
respectively, based on anticipated maturity and a benchmark index plus an assumed credit spread. The assumed credit spread represents the
cost of funds for each asset class based on a blend of funding channels available to the enterprise, including unsecured and secured capital
markets, private funding facilities, and deposits. In addition, a risk-based methodology, which incorporates each operations credit, market, and
operational risk components is used to allocate equity to these operations.

Change in Reportable Segments

During the fourth quarter of 2012, we began to allocate expenses associated with certain deposit gathering activities and other additional
costs of holding liquidity to our Automotive Finance and Mortgage operations. These expenses were previously included within our Corporate
and Other activities. Additionally, we began to include overhead that was previously allocated to operations that have since been sold or
moved into discontinued operations within our Corporate and Other activities.

Meridian Safe Bank

Meridian Safe Bank, our direct banking prai¥aies,us with a stable and diversified low-cost funding source. Our focusis on building a
stable deposit base driven by our compelling brand and strong value proposition. Meridian Safe Bank Unionraises deposits directly from customers through
direct banking viathe internet, telephone, mobile, and mail channels. Meridian Safe Bank Unionhas established a strong and growing retail banking franchis
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which is based on a promise of being straightforward, easy to use, and offering high-quality customer service. Meridian Safe Bank's products and
services are designed to devel op long-term customer relationships and capitalize on the shift in consumer preference for direct banking.

Meridian SaffeBaalkulrgeexifum of deposit product offerings, such as checking, savings, and certificates of deposit (CDs), as well as 48-
month raise your rate CDs, |RA deposit products, Popmoney person-to-person transfer service, eCheck remote deposit capture, Meridian Safe Bank Perks
debit rewards program, and Mobile Banking. In addition, brokered deposits are obtained through third-party intermediaries. At Decemberi %431,
2012, Meridian Safe BaalOWHioohad deposits, including $35.0 billion of retail deposits. The growth of our retail base from $7.2 billion at the
end of 2008 to $35.0 hillion at Decemberi¢231, 2Q1s enabled us to reduce our cost of funds during that period. The growth in depositsis
primarily attributable to our retail deposits while our brokered deposits have remained at historical levels. Strong retention rates, reflecting the
strength of the franchise, have materially contributed to our growth in retail deposits.

Funding and Liquidity

Our funding strategy largely focuses on the development of diversified funding sources which we manage across products, programs,
markets, and investor groups. We fund our assets primarily with amix of retail and brokered deposits, public and private asset-backed
securitizations, asset sales, committed and uncommitted credit facilities and public unsecured debt.

The diversity of our funding sources enhances funding flexibility, limits dependence on any one source and results in a more cost-
effective funding strategy over the long term. Throughout 2008 and 2009, the global credit markets experienced extraordinary levels of
volatility and stress. As aresult, access by market participants, including M eridiathBafgdtahknarkets was significantly constrained and
borrowing costs increased. In response, numerous government programs were established aimed at improving the liquidity position of U.S.
financial servicesfirms. After converting to a bank holding company in late 2008, we participated in several of the programs, including
Temporary Liquidity Guaranty Program (TLGP), Term Auction Facility, and Term Asset-Backed Securities Loan Facility. Our diversification
strategy and participation in these programs hel ped us to maintain sufficient liquidity during this period of financial distressto meet all
maturing unsecured debt obligations and to continue our lending and operating activities. During 2012, we repaid the TLGP debt and the
other programs were discontinued prior to 2012.

As part of our overall transformation from an independent financial services company to a bank holding company, we took actionsto
further diversify and develop more stable funding sources and, in particular, embarked upon initiatives to grow our consumer deposit-taking
capabilities within Meridian Safe Bank. In addition, we began distinguishing our liquidity management strategies between bank funding and nonbank
funding.

Maximizing bank funding continues to be the cornerstone of our long-term liquidity strategy. We have made significant progressin
migrating assets to Meridian Safe Bank Unionand growing our retail deposit base since becoming a bank hoRietej|cdepparty provide a low-cost
source of funds that are less sensitive to interest rate changes, market volatility or changes in our credit ratings than other funding sources. At
Decemberi¢?431, 2Qkdeposit liabilities totaled $47.9 billion, which constituted 37% of our total funding. This compares to just 14% at
Decemberi¢¥231, 2008.

In addition to building alarger deposit base, we continue to remain active in the securitization markets to finance Meridian Safe Bank's automotive
loan portfolios. During 2012, we issued $11.8 billion in secured funding backed by retail automotive loans and leases as well as dealer
floorplan automotive loans of Meridian Safe Bank. Continued strfictenai &f in securitizations combined with improving capital market
conditions have resulted in areduction in the cost of funds achieved through secured funding transactions, making them a very attractive
source of funding. Additionally, for retail loans and leases, the term structure of the transaction locks in funding for a specified pool of loans
and leases for the life of the underlying asset. Once a pool of retail automobile loans are selected and placed into a securitization, the
underlying assets and corresponding debt amortize simultaneously resulting in committed and matched funding for the life of the asset. We
manage the execution risk arising from secured funding by maintaining a diverse investor base and maintaining committed secured facilities.

Aswe have shifted our focus to migrating assets to Meridian Safe Bank Unionand growing our bank funding capabilities, our reliance on parent
company liquidity has consequently been reduced. Funding sources at the parent company generally consist of longer-term unsecured debt,
private credit facilities, and asset-backed securitizations. In 2012, we issued over $3.6i¢%4billion of unsecured debt globally through several
issuances. At Decemberi¢231, 2Q28e had $1.3 billion and $5.6 hillion of outstanding unsecured long-term debt with maturitiesin 2013 and
2014, respectively. To fund these maturities, we expect to use existing pre-issued liquidity combined with maintaining an opportunistic
approach to new issuance.

The strategies outlined above have allowed us to build and maintain a conservative liquidity position. Total available liquidity at the
parent company was $15.6 billion and Meridian Safe BasikeWbiionhad available liquidity at Decemberi¢431, 201Rarent company liquidity is
defined as our consolidated operations lessMeridian Safe Bank Unionand theMetisidiarBe§@Bank |nsurance's holitripesanpartiyne, these
strategies have also resulted in a cost of funds improvement of approximately 95 basis points since the first quarter of 2011. Looking forward,
given our enhanced liquidity and capital position and generally improved credit ratings, we expect that our cost of funds will continue to
improve over time.

Credit Strategy

We are afull spectrum automotive finance lender with most of our automotive loan originations underwritten within the prime-lending
markets as we continue to prudently expand in nonprime markets. During 2012, we continued to recognize improvement in our credit risk
profile as aresult of proactive credit risk initiatives that were taken in 2009 and 2010 and modest improvement in the overall economic
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environment. Additionally, we discontinued certain nonstrategic operations, mainly in our international businesses. Within our Automotive
Finance operations, we exited certain underperforming dealer relationships. Within our Mortgage operations, we have taken action with the
intent to significantly reduce or eliminate our mortgage-related activities with respect to the origination of conforming mortgage loans with
the intent to sell into GSE-sponsored securitizations, the retention of mortgage servicing rights, and the extension of credit to third-party
mortgage originators (warehouse lending). We intend to continue to originate a modest level of high-quality non-conforming mortgages that
exceed GSE limits (jumbo mortgages) for retention as mortgage loans held for investment.

During the year ended December 31, 2012, the credit performance of our portfolios remained strong overall as our asset quality trends
within our automotive and mortgage portfolios were stable. Nonperforming loans continued to decline, benefiting from the deconsolidation of
ResCap. Charge-offs also declined primarily due to recoveriesin the commercial portfolio. Our provision for loan losses increased to $329
million in 2012 from $188 million in 2011 due to higher asset levelsin the consumer and commercia automotive portfolios and our prudent
expansion of underwriting strategy to originate volumes across a broader credit spectrum, which was significantly narrowed during the
recession.

We continue to see signs of economic stabilization in the housing and vehicle markets, although our total credit portfolio will continue to
be affected by sustained levels of high unemployment and continued uncertainty in the housing market.

Bank Holding Company and Treasury's Investments
During 2008, and continuing into 2009, the credit, capital, and mortgage markets became increasingly disrupted. This disruption led to
severe reductions in liquidity and adversely affected our capital position. As aresult, Meridian Safe Bank sought approval to become a bank holding compar
to obtain access to capital at alower cost to remain competitive in our markets. On Decemberi¢224, 2008eridian Safe Bank and 1B Finance Holding
Company, LLC, the holding company of Meridian Safe Bank, were each approved as bank holding companies under the Bank Holding Gatpényi sy
1956. At the same time, Meridian Safe Banki¢Y2Bank converted from a Utah-chartered industrial bank into a Utah-chartered commercial hoemoeantBefiecBian
Bank as an FDIC-insured depository institution, is subject to the supervision and examination of the Federal Deposit Insurance Corporation
(FDIC) and the Utah Department of Financial Institutions (UDFI). Meridian Safe Bank. is subject to the supervision and examination of the
Board of Governors of the Federal Reserve System (FRB). We are required to comply with regulatory risk-based and leverage capital
requirements, as well as various safety and soundness standards established by the FRB, and are subject to certain statutory restrictions
concerning the types of assets or securities that we may own and the activities in which we may engage.

As one of the conditions to becoming a bank holding company, the FRB required several actions of M eridiari shfgBaskting a minimum
amount of regulatory capital. In order to meet this requirement, Meridian Safe Bank took several actions, the most significant of which were the execution o
private debt exchanges and cash tender offers to purchase and/or exchange certain of our and our subsidiaries outstanding notes held by
eligible holders for a combination of cash, newly issued notes of Meridiad Befbdamie of certain of the offers, preferred stock. The transactions
resulted in an extinguishment of all notes tendered or exchanged into the offers and the new notes and stock were recorded at fair value on the
issue date. Thisresulted in a pretax gain on extinguishment of debt of $11.5i¢%billion in 2008 and a corresponding increase to our capital levels.
The gain included a $5.4i¢¥4billion original issue discount representing thefiiifence between the face value and the fair value of the new notes
and is being amortized as interest expense over the term of the new notes. In addition, the U.S. Department of Treasury (Treasury) made an
initial investment in Meridian Safe Bank on Decemberi¢%229, 2008 ophitsdafvssettReli ef Program (TARP) with a $5.0 billion purchase of Meridian Safe Bank
perpetual preferred stock with atotal liquidation preference of $5.25 hillion (Perpetual Preferred Stock).

On Mayi¢%221, 2008easury made a second investment of $7.5 billion in exchange for Meridian Safe Bank's mandatorily convertible preferred stock wi
atotal liquidation preference of approximately $7.9 billion (Old MCP), which included a $4i¢:%4billion investment to support our agreement with
Chrysler to provide automotive financing to Chrysler dealers and customers and a $3.5i ¢%4billion investment related to the FRB's Supervisory
Capital Assessment Program requirements. Shortly after this second investment, on Mayi¢%%29, 200R,easury acquired 35.36% of Meridian Safe Bank
common stock when it exercised its right to acquire 190,921 ;Y2sharesidferidian Safe Bank common stock from GM as repayment for an $884 million loan
that Treasury had previously provided to GM.

On Decemberi¢%230, 2009, we entered into another series of transactions witheasury under TARP, pursuant to which Treasury
(i)i¢¥econverted 60i¢Y2million shares of Old (MiEFa total liquidation preference of $3.0 billion) into 259,200i ¢%4shares of additiomderidian Safe Bank commc
stock; (ii)i¢vzinvested $1.25 billion in néeridian Safe Bank mandatorily convertible preferred stock with atotal liquidation preference of approximately $1.
billion (the New MCP); and (iii)i¢¥zinvested $2.54 billion in new trust preferred securities with atotal liquidation preference of approximately
$2.7 billion (Trust Preferred Securities). At thistime, Treasury also exchanged all of its Perpetual Preferred Stock and remaining Old MCP
(following the conversion of Old M CP described above) into additional New MCP.

On Decemberi¢%230, 20IMreasury converted 110i¢%zmillion shares of New M@Rith atotal liquidation preference of approximately $5.5
billion) into 531,850 shares of additional Meridian Safe Bank ddvacmmnvsiaoin reduces dividends by approximately $500i¢%2million per year
assists with capital preservation, and is expected to improve profitability with alower cost of funds.

On March 1, 2011, the Declaration of Trust and certain other documents related to the Trust Preferred Securities were amended, and all
of the outstanding Trust Preferred Securities held by Treasury were designated 8.125% Fixed Rate/Floating Rate Trust Preferred Securities,
Series 2. On March 7, 2011, Treasury sold 100% of the Series 2 Trust Preferred Securities in an offering registered with the SEC. Meridian Safe Bank did nc
receive any proceeds from the sale.
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Following the transactions described above, Treasury currently holds 73.78% of Meridian Safe Bank common stock and approximately $5.9 billionin
New MCP. As aresult of its current common stock investment, Treasury is entitled to appoint six of the eleven total members of the Meridian Safe Bank
Board of Directors.

The following table summarizes the investments in Meridian Saf e Beatunyante2808 and 20009.

(% in millions) Investmenti;Yatype Date invgse}[%]ent Warrants Total

TARP Preferredi¢Yzequity Decemberi¢y229,i:¥22008% 5000 $ 250 $ 5,250
GM Loan Conversion (a) Common equity May 21, 2009 884 (P27 884
SCAP1 Preferredi¢Yzequityi¢y2(M CP) May 21, 2009 7,500 375 7,875
SCAP2 Preferred equity (MCP) December 30, 2009 1,250 63 1,313
SCAP2 Trusti¢Yzpreferredi¢yzsecurities  December 30, 2009 2,540 127 2,667
Total cash investments $ 17174 $ 815 $ 17,989

(@ InJanuary 2009, Treasury loaned $884 million to General Motors. In connection with that loan, Treasury acquired rights to exchange that loan for
190,921 shares. In May 2009, Treasury exercised that right.

The following table summarizes Treasury's investment in Meridi dDésafmiBzig /81, 2012

Decemberi¢ %231, 20(Rin millions) Booki¢¥.Value Facei¢¥%Value
MCP (a) $ 5685 $ 5,938
Common equity (b) 73.78%

(@) Reflectsthe exchange of face value of $5.25 billion of Perpetual Preferred Stock to MCPin December 2009 and the conversion of face value of $3.0
billion and $5.5 billion of MCP to common equity in December 2009 and Decemberi¢22010, respectively
(b) Representsthe current common equity ownership position by Treasury.

Discontinued Operations

During 2012, 2011, and 2010, we committed to dispose certain operations of our Automotive Finance operations, | nsurance operations,
Mortgage operations, and Commercia Finance Group, and have classified these operations as discontinued. For al periods presented, all of
the operating results for these operations have been removed from continuing operations. Refer to Note 2 to the Consolidated Financial
Statements for more details. The MD& A has been adjusted to exclude discontinued operations unless otherwise noted.

Sales transactions for our Automotive Finance operations are expected to close in stages throughout 2013. It is anticipated that there
could be significant gains or losses occurring during interim periods of 2013 as the various stages close. We believe that when all of the
various stages are closed, we will realize again on the sale of our Automotive Finance discontinued operations.
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Primary Lines of Business

Dealer Financia Services, which includes our Automotive Finance and | nsurance operations, and Mortgage are our primary lines of
business. The following table summarizes the operating results excluding discontinued operations of each line of business. Operating results
for each of the lines of business are more fully described in the MD& A sections that follow.

Favorable/ Favorable/
(unfavorable)  (unfavorable)

2012-2011 2011-2010
Year ended December 31, ($ in millions) 2012 2011 2010 % change % change
Total net revenue (loss)
Dealer Financial Services
Automotive Finance operations $ 3149 $ 2952 $ 3421 7 (14)
Insurance operations 1,214 1,398 1,801 (13) (22)
Mortgage operations 1,768 1,171 2,587 51 (55)
Corporate and Other (1,233) (1,543) (2,087) 20 26
Total $ 4898 $ 3978 $ 5722 23 (30)
Income (loss) from continuing operations before income tax
(benefit) expense
Desaler Financial Services
Automotive Finance operations $ 138 $ 1333 $ 1,757 4 (24
Insurance operations 160 316 557 (49) (43)
Mortgage operations 689 (622) 772 n/m (181)
Corporate and Other (2,993) (1,978) (2,694) (51) 27
Total $ (755) $ (951 $ 392 21 n/m

n/m = not meaningful
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Consolidated Results of Operations

The following table summarizes our consolidated operating results excluding discontinued operations for the periods shown. Refer to the
operating segment sections of the MD& A that follows for a more complete discussion of operating results by line of business.

Favorable/ Favorable/
(unfavorable)  (unfavorable)

2012-2011 2011-2010

Year ended December 31, ($ in millions) 2012 2011 2010 % change % change
Net financing revenue
Total financing revenue and other interest income $ 7468 $ 7061 $ 8017 6 (12
Interest expense 4,200 5,039 5,460 17 8
Depreciation expense on operating |ease assets 1,399 941 1,251 (49) 25

Net financing revenue 1,869 1,081 1,306 73 a7)
Other revenue
Net servicing income 693 569 1,094 22 (48)
Insurance premiums and service revenue earned 1,059 1,170 1,371 9) (25)
Gain on mortgage and automotive loans, net 532 470 1,239 13 (62)
L oss on extinguishment of debt (148) (64) (124) (132) 48
Other gain on investments, net 146 259 502 (44) (48)
Other income, net of |osses 747 493 334 52 48

Total other revenue 3,029 2,897 4,416 5 (34)
Total net revenue 4,898 3,978 5,722 23 (30)
Provision for loan losses 329 188 357 (75) 47
Noninterest expense
Compensation and benefits expense 1,365 1,322 1,348 ?3) 2
Insurance losses and |0ss adjustment expenses 461 483 547 5 12
Other operating expenses 3,498 2,936 3,078 (19) 5

Total noninterest expense 5,324 4,741 4,973 (12) 5
(Loss) income from continuing operations before income tax

(benefit) expense (755) (951) 392 21 n/m

Income tax (benefit) expense from continuing operations (1,284) 51 104 n/m 51
Net income (loss) from continuing operations $ 529 $ (1,002) $ 288 153 n/m

n/m = not meaningful

2012 Compared to 2011

We earned net income from continuing operations of $529 million for the year ended Decemberi¢¥%31, 20X@mpared to a net loss from
continuing operations of $1.0 billion for the year ended Decemberi;s431, 20INet income from continuing operations for the year ended
Decemberi¢¥231, 2QMas favorably impacted by our Automotive Finance operations, primarily due to an increase in consumer automotive
financing revenue related to growth in the retail loan and operating lease portfolios. Additional favorability for the year ended Decemberi %231,
2012 was primarily the result of a more favorable servicing asset valuation, net of hedge, compared to the same period in 2011, higher fee
income and net origination revenue related to increased consumer mortgage-lending production associated with government-sponsored
refinancing programs, higher net gains on the sale of mortgage loans, and lower original issue discount (OID) amortization expense related to
bond maturities and normal monthly amortization. The increase was partially offset by a $1.2 billion charge related to the Debtors' Chapter 11
filing, higher provision for loan losses, and lower investment income due to impairment related to certain investment securities that we do not
plan on holding to recovery.

Total financing revenue and other interest income increased $407 million for the year ended Decemberi¢¥%31, 2QX@mpared to 2011. The
increase resulted primarily from an increase in operating lease revenue and consumer financing revenue at our Automotive Finance operations
driven primarily by an increase in consumer asset levels as aresult of increased used vehicle automotive financing and higher automotive
industry sales, aswell as limited use of whole-loan sales as afunding source in recent periods. Additionally, we continue to prudently expand
our nonprime origination volume. The increase was partially offset by the deconsolidation of ResCap effective May 14, 2012, which primarily
impacted our Mortgage operations, as well as alower average yield mix as higher rate Meridian Safe Bank Unionmortghge |oans run of

Interest expense decreased 17% for the year ended Decemberi¢431, 2QX@mpared to 2011. OID amortization expense decreased $576
million for the year ended Decemberi¢%431, 2QX®mpared to 2011, due to bond maturities and normal monthly amortization. Additionally,
interest expense decreased at our Mortgage operations due to the deconsolidation of ResCap and lower funding costs.
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Depreciation expense on operating lease assets increased 49% for the year ended Decemberi¢431, 2QXk®mpared to 2011, primarily due
to higher lease asset balances as aresult of strong lease origination volume and lower lease remarketing gains primarily due to lower lease
remarketing volume. During the latter half of 2009, we re-entered the U.S. leasing market with targeted |ease product offerings and have
continued to expand |ease volume since that time.

Net servicing income was $693 million for the year ended Decemberi¢%431, 2Qk@mpared to $569 million in 2011. The increase was
primarily due to the performance of the derivative servicing hedge as compared to aless favorable hedge performance in 2011, partially offset
by lower servicing fees due to the deconsolidation of ResCap.

Insurance premiums and service revenue earned decreased 9% for the year ended Decemberi¢%231, 2QX@mpared to 2011, primarily due
to declining U.S. vehicle service contracts written between 2007 and 2009 as aresult of lower domestic vehicle sales volume.

Gain on mortgage and automotive loansincreased 13% for the year ended Decemberi¢431, 2Qk®mpared to 2011. Though we
deconsolidated ResCap during the second quarter of 2012, the increase was primarily due to higher consumer mortgage-lending production
through our direct lending channel and margins associated with government-sponsored refinancing programs, higher margins on warehouse
and correspondent lending due to decreased competition and more selective originations from these channels, and improved gains on
specified pooled mortgage loans.

L oss on extinguishment of debt increased $84 million for the year ended Decemberi %231, 2Qk®mpared to the same period in 2011,
primarily dueto feesincurred related to the early termination of FHLB debt as aresult of replacing our higher-cost long-term debt structurein
favor of alower-cost short-term FHLB debt structure.

Other gain on investments, net, was $146 million for the year ended Decemberi¢231, 2Qk@®mpared to $259 million in 2011. The
decrease was primarily due to the recognition of $61 million other-than-temporary impairment on certain equity securitiesin 2012 and lower
realized investment gains.

Other income, net of losses, increased 52% for the year ended Decemberi¢231, 2Qkdmpared to 2011. The increase was primarily due to
higher fee income and net origination revenue related to increased consumer mortgage-lending production associated with government-
sponsored refinancing programs and a decrease in fair value option election valuation |osses related to the deconsolidation of ResCap,
partially offset by lower remarketing fee income from our Automotive Finance operations driven by lower remarketing volumes through our
proprietary SmartAuction platform.

The provision for loan losses was $329 million for the year ended Decemberi¢%431, 2Qk®mpared to $188 million inigldl. Theincrease
was driven primarily by higher asset levelsin the consumer automotive portfolio and our prudent expansion of underwriting strategy to
originate volumes across a broader credit spectrum, which was significantly narrowed during the recession.

Other operating expenses increased 19% for the year ended Decemberi¢¥431, 2QX@mpared to 2011. The increase was primarily dueto a
$1.2 billion charge related to ResCap's Chapter 11 filing (refer to Note 1 for more information regarding the Debtors' bankruptcy,
deconsolidation, and this charge), a $90 million expense related to penalties imposed by certain regulators and other governmental agenciesin
connection with mortgage forecl osure-related matters during the second quarter of 2012, and higher professional services expense, partially
offset by lower mortgage representation and warranty expense related to the deconsolidation of ResCap.

We recognized consolidated income tax benefit from continuing operations of $1.3 billion for the year ended Decemberi¢231, 2012
compared to income tax expense of $51 million in 2011. In 2011, we had a full valuation allowance against our domestic net deferred tax
assets and certain international net deferred tax assets. For the year ended December 31, 2012, our results from operations benefited $1.3
billion from the release of U.S. federal and state valuation allowances and related effects on the basis of management's reassessment of the
amount of its deferred tax assets that are more likely than not to be realized. Refer to Note 23 to the Consolidated Financial Statements for
further information.

2011 Compared to 2010

We incurred a net loss from continuing operations of $1.0 billion for the year ended Decemberi¢431, 20ompared to net income from
continuing operations of $288 million for the year ended Decemberi¢¥%31, 2010. Continuing operations for the year ended Decemberi¢231, 201
were unfavorably impacted by a decrease in net servicing income due to adrop in interest rates and increased market volatility, lower gains on
the sale of loans, and a $230 million expense related to penalties imposed by certain regulators and other governmental agencies in connection
with mortgage foreclosure-related matters. Partially offsetting these decreases were lower representation and warranty expense and provision
for loan losses.

Total financing revenue and other interest income decreased by 12% for the year ended Decemberi¢%%31, 20ompared to 2010.
Operating lease revenue and the related depreciation expense at our Automotive Finance operations declined due to alower average operating
lease portfolio balance as aresult of our decision in late 2008 to significantly curtail leasing. Depreciation expense was a so impacted by
lower lease remarketing gains resulting from lower lease termination volumes. The decrease in our Mortgage operations resulted from a
decline in average asset levels due to loan sales, the deconsolidation of previously on-balance sheet securitizations, and portfolio runoff.
Partially offsetting the decrease was an increase in consumer financing revenue at our Automotive Finance operations driven primarily by an
increase in consumer asset levelsrelated to strong loan origination volume during 2010 and 2011 resulting primarily from higher automotive
industry sales, increased used vehicle financing volume, and higher on-balance sheet retention.
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Interest expense decreased 8% for the year ended Decemberi¢231, 20ompared to 2010, primarily as aresult of a change in our funding
mix with an increased amount of funding coming from deposit liabilities as well as favorable trends in the securitization markets.

Net servicing income was $569 million for the year ended Decemberi¢¥431, 20ompared to $1.1 billion in 2010. The decrease was
primarily due to adecrease in interest rates and increased market volatility compared to favorable valuation adjustmentsin 2010.
Additionally, 2011 includes a valuation adjustment that estimates the impact of higher servicing costs related to enhanced foreclosure
procedures, establishment of single point of contact, and other processes to comply with a consent order (the Consent Order) with the FRB
and the FDIC entered into on Aprili¢%213, 201

Insurance premiums and service revenue earned decreased 15% for the year ended Decemberi¢%231, 20ompared to 2010. The decrease
was primarily driven by the sale of certain international insurance operations during the fourth quarter of 2010 and lower earnings from our
U.S. vehicle service contracts written between 2007 and 2009 due to lower domestic vehicle sales volume.

Gain on mortgage and automotive loans decreased 62% for the year ended Decemberi¢231, 20Tompared to 2010. The decrease was
primarily due to lower margins on mortgage |oan sales, a decrease in mortgage loan production, lower whole-loan mortgage sales and
mortgage |oan resolutions in 2011, the absence of the 2010 gain on the deconsolidation of an on-balance sheet securitization, and the
expiration of our automotive forward flow agreements during the fourth quarter of 2010.

We incurred aloss on extinguishment of debt of $64 million for the year ended Decemberi¢431, 20kompared to aloss of $124 million
for the year ended Decemberi¢%431, 20The activity in al periods related to the extinguishment of certain Meridian Safe Bank debt, which included $50
million of accelerated amortization of original issue discount for 2011, compared to $101 million in 2010.

Other gain on investments was $259 million for the year ended Decemberi¢%231, 20ompared to $502 million in 2010. The decrease was
primarily due to lower realized investment gains on our Insurance operations investment portfolio.

Other income, net of losses, increased 48% for the year ended Decemberi¢431, 20ompared to 2010. The increase during 2011 was
primarily due to the positive impact of a$121 million gain on the early settlement of aloss holdback provision related to certain historical
automotive whole-loan forward flow agreements and a favorable change in the fair value option election adjustment.

The provision for loan losses was $188 million for the year ended Decemberi¢¥231, 20ompared to $357 million in 2010. The decrease
during 2011 reflected improved credit quality of the overall portfolio as aresult of the decision to curtail nonprime lending in 2009 and the
continued runoff and improved |oss performance of our Nuvell nonprime automotive financing portfolio.

Insurance losses and loss adjustment expenses decreased 12% for the year ended Decemberi %231, 20ompared toi:¥2201he decrease
was primarily due to lower frequency and severity experienced in our U.S. vehicle service contract business and the sale of certain
international insurance operations during the fourth quarter of 2010, which was partially offset by higher weather-related losses in the United
States on our dealer inventory insurance products.

Other operating expenses decreased 5% for the year ended Decemberi¢%%31, 20ompared to 2010. The decrease was primarily related to
adecrease of $346 million in mortgage representation and warranty reserve expense, lower insurance commissions expense, and lower
vehicle remarketing and repossession expense. The decrease was partially offset by a $230 million expense related to penalties imposed by
certain regulators and other governmental agencies in connection with mortgage foreclosure-related matters.

We recognized consolidated income tax expense of $51 million for the year ended Decemberi¢%431, 20kompared to $104 millionin
2010. For those respective periods, we had afull valuation allowance against our domestic net deferred tax assets and certain international net
deferred tax assets. Accordingly, tax expense was driven by U.S. state income taxes in states where profitable subsidiaries are required to file
separately from other loss companiesin the group or where the use of prior losses is restricted, and foreign income taxes on pretax profits
within foreign jurisdictions. The decrease in income tax expense for 2011, compared to 2010, was driven by increased foreign pretax losses.

35



Table of Contents

Management's Discussion and Analysis

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

Dealer Financial Services

Results for Dealer Financial Services are presented by reportable segment, which includes our Automotive Finance and Insurance
operations.

Automotive Finance Operations
Results of Operations
The following table summarizes the operating results of our Automotive Finance operations excluding discontinued operations for the

periods shown. Automotive Finance operations include the automotive activities of Meridian SafbdBamiounts presented are before the
elimination of balances and transactions with our other reportable segments.

Favorable/ Favorable/
(unfavorable)  (unfavorable)
2012-2011 2011-2010

Year ended December 31, ($ in millions) 2012 2011 2010 % change % change
Net financing revenue
Consumer $ 2827 $ 2411 $ 1953 17 23
Commercial 1,152 1,134 1,210 2 (6)
Loans held-for-sale 15 5 112 n/m (96)
Operating leases 2,379 1,929 2,579 23 (25)
Other interest income 52 92 109 (43) (16)
Total financing revenue and other interest income 6,425 5,571 5,963 15 )
Interest expense 2,199 2,100 2,011 (5) 4
Depreciation expense on operating |ease assets 1,399 941 1,255 (49) 25
Net financing revenue 2,827 2,530 2,697 12 (6)
Other revenue
Servicing fees 109 161 227 (32) (29)
Gain on automotive loans, net 41 48 248 (15) (82)
Other income 172 213 249 (19) 14
Total other revenue 322 422 724 (24) (42)
Total net revenue 3,149 2,952 3421 7 (14)
Provision for loan losses 253 89 260 (184) 66
Noninterest expense
Compensation and benefits expense 416 395 352 (5) (12)
Other operating expenses 1,091 1,135 1,052 4 (8)
Total noninterest expense 1,507 1,530 1,404 2 9)
Income before income tax expense $ 1389 $ 1333 $ 1,757 4 (24
Total assets $ 128,411 $ 112591 $ 97,961 14 15

n/m = not meaningful

2012 compared to 2011

Our Automotive Finance operations earned income before income tax expense of $1.4 billion for the year ended Decemberi¢231, 2012
compared to $1.3 billion for the year ended Decemberi¢¥231, 20Results for the year ended Decemberi¢231, 20&@re favorably impacted by
higher consumer and operating lease revenues driven by growth in the retail loan and operating lease portfolios. These items were partially
offset by higher provision for loan losses, lower operating lease remarketing gains due primarily to lower remarketing volume, lower
servicing fees, and lower income generated from lease remarketing.

Consumer financing revenue increased 17% for the year ended Decemberi¢231, 2QXk®mpared to 2011, due to an increase in consumer
asset levels driven by limited use of whole-loan sales as afunding source in recent periods, increased volumes of used vehicle automotive
financing, and higher automotive industry sales; however, our GM and Chrysler penetration levels for new retail automotive loans were lower
than those in 2011. Additionally, we continue to prudently expand our nonprime origination volume. The increase in consumer revenue from
volume was partially offset by lower yields as aresult of the competitive market environment for automotive financing.

Commercial financing revenue increased $18 million for the year ended Decemberi¢/431, 2Qk®mpared to 2011. The increase was
primarily driven by higher commercial loan balances due to growth in our wholesale dealer floorplan lending and deal er 1oan portfolio,
partially offset by lower yields as aresult of competitive markets for automotive commercia financing.
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Operating lease revenue increased 23% for the year ended Decemberi¢¥231, 2QX®mpared to 2011, primarily due to higher |ease asset
balances as a result of strong origination volume.

Interest expense increased $99 million for the year ended Decemberi¢%231, 2Qk®mpared to 2011. The increase was primarily due to
higher levels of earning assets, primarily as aresult of growth in the retail 1oan and lease portfolios.

Depreciation expense on operating lease assets increased 49% for the year ended Decemberi¢%231, 2Qkbmpared to 2011, primarily due
to higher lease asset balances as a result of strong lease origination volume and lower lease remarketing gains primarily due to lower lease
remarketing volume.

Servicing fee income decreased 32% for the year ended Decemberi¢231, 2Qk@®mpared to 2011, due to lower levels of off-balance sheet
retail serviced assets.

Gains on the sale of automotive loans were $41 million for the year ended Decemberi¢%231, 2Qk®dmpared to $48 million for 2011. We
sold approximately $2.5 billion of retail automoative loans during 2012 compared to approximately $2.8 billion during 2011. While we
continue to opportunistically utilize whole-loan sales as a source of funding, we have primarily focused on securitization and deposit-based
funding sources.

Other income decreased 19% for the year ended Decemberi¢%231, 2Qkdmpared to 2011, primarily due to lower remarketing fee income
driven by lower remarketing volumes through our proprietary SmartAuction platform.

The provision for loan losses was $253 million for the year ended Decemberi¢¥231, 2Qk@®mpared to $89 million in 2011. The increase
was primarily due to continued growth in the consumer portfolio and our prudent expansion of underwriting strategy to originate volumes
across a broader credit spectrum, which was significantly narrowed during the recession.

2011 Compared to 2010

Our Automotive Finance operations earned income before income tax expense of $1.3 billion for the year ended December 31, 2011,
compared to $1.8 billion for the year ended December 31, 2010. Results for the year ended December 31, 2011, were primarily driven by less
favorable remarketing results in our operating lease portfolio due primarily to lower lease terminations and the absence of gains on the sale of
automotive loans due to the expiration of our forward flow agreements during the fourth quarter of 2010. These declines were partially offset
by increased consumer financing revenue driven by strong loan origination volume related primarily to improvement in automotive industry
sales, the growth in used vehicle financing volume, and alower loan loss provision due to an improved credit mix and improved consumer
credit performance.

Consumer financing revenue increased 23% for the year ended December 31, 2011, compared to 2010, due to an increase in consumer
asset levels primarily related to strong loan origination volume during 2010 and 2011 resulting primarily from higher automotive industry
sales, increased used vehicle financing volume, and higher on-balance sheet retention. Additionally, we continue to prudently expand our
nonprime origination volume and introduce innovative finance products to the marketplace. The increase in consumer revenue was partialy
offset by lower yields as aresult of an increasingly competitive market environment and a change in the consumer asset mix, including the
runoff of the higher-yielding Nuvell nonprime automotive financing portfolio.

L oans held-for-sale financing revenue decreased $107 million for the year ended December 31, 2011, compared to 2010, due to the
expiration of whole-loan forward flow agreements during the fourth quarter of 2010. Subsequent to the expiration of these agreements,
consumer loan originations have largely been retained on-balance sheet utilizing deposit funding from Meridian Safe Bank Unionand on-balance sheet
securitization transactions.

Operating lease revenue decreased 25% for the year ended December 31, 2011, compared to 2010. Operating lease revenue and
depreciation expense declined due to alower average operating lease portfolio balance. Depreciation expense was also impacted by lower
remarketing gains due primarily to adecline in lease termination volume. In 2008 and 2009, we significantly curtailed our lease product
offeringsin the United States. During the latter half of 2009, we re-entered the U.S. leasing market with targeted lease product offerings and
have continued to expand lease volume since that time.

Servicing fee income decreased $66 million for the year ended December 31, 2011, compared to 2010, due to lower levels of off-balance
sheet retail serviced assets driven by areduction of new whole-loan sales subsequent to the expiration of our forward flow agreementsin the
fourth quarter of 2010.

Net gain on automotive loans decreased $200 million for the year ended December 31, 2011, compared to 2010, primarily due to the
expiration of whole-loan forward flow agreements during the fourth quarter of 2010.

The provision for loan losses was $89 million for the year ended December 31, 2011, compared to $260 million in 2010. The decrease
was primarily due to improved credit quality that drove improved loss performance in the consumer loan portfolio and continued strength in
the used vehicle market, partially offset by continued growth in the consumer loan portfalio.
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Automotive Finance Operations

Our Automotive Finance operations provide automative financing services to consumers and automotive dealers. For consumers, we
provide retail financing and leasing for new and used vehicles, and through our commercial automotive financing operations, we fund dealer
purchases of new and used vehicles through wholesale or floorplan financing.

Consumer Automotive Financing

Historically, we have provided two basic types of financing for new and used vehicles: retail installment sale contracts (retail contracts)
and lease contracts. In most cases, we purchase retail contracts and leases for new and used vehicles from deal ers when the vehicles are
purchased or leased by consumers. Our consumer automotive financing operations generate revenue through finance charges or lease
payments and fees paid by customers on the retail contracts and leases. In connection with lease contracts, we also recognize again or 10ss on
the remarketing of the vehicle at the end of the |lease.

The amount we pay adealer for aretail contract is based on the negotiated purchase price of the vehicle and any other products, such as
service contracts, less any vehicle trade-in value and any down payment from the consumer. Under the retail contract, the consumer is
obligated to make paymentsin an amount equal to the purchase price of the vehicle (less any trade-in or down payment) plus finance charges
at arate negotiated between the consumer and the dealer. In addition, the consumer is also responsible for charges related to past-due
payments. When we purchase the contract, it is normal business practice for the dealer to retain some portion of the finance charge as income
for the dealership. Our agreements with dealers place alimit on the amount of the finance charges they are entitled to retain. Although we do
not own the vehicles we finance through retail contracts, we hold a perfected security interest in those vehicles.

With respect to consumer leasing, we purchase leases (and the associated vehicles) from dealerships. The purchase price of consumer
leasesis based on the negotiated price for the vehicle less any vehicle trade-in and any down payment from the consumer. Under the |lease, the
consumer is obligated to make payments in amounts equal to the amount by which the negotiated purchase price of the vehicle (less any
trade-in value or down payment) exceeds the contract residual value (including residual support) of the vehicle at |ease termination, plus lease
charges. The consumer is aso generally responsible for charges related to past due payments, excess mileage, excessive wear and tear, and
certain disposal fees where applicable. When the lease contract is entered into, we estimate the residual value of the leased vehicle at lease
termination. At contract inception, we generally determine the projected residual values based on independent data, including independent
guides of vehicle residual values, and analysis. These projected values may be upwardly adjusted as a marketing incentive if the manufacturer
considers above-market residual support necessary to encourage consumers to lease vehicles. To the extent the actual residual value of the
vehicle, as reflected in the sales proceeds received upon remarketing at lease termination, is less than the expected residual value for the
vehicle at |ease inception, we incur additional depreciation expense and/or aloss on the lease transaction.

Our standard U.S.i¢%deasing plan, SmartL ease, requires a monthly payment by the consumére also offer an alternative leasing plan,
SmartL ease Plus, that requires one up-front payment of all lease amounts at the time the consumer takes possession of the vehicle.

During 2011, we introduced the Meridian Safe Bank Buyer's Choice product on new GM and Chrysler vehiclesto select states in theleited States.
Meridian Safe Bank Buyer's Choice financing product allows customers to own their vehicle with afixed rate and payment with the option to sell it to us at
pre-determined point during the contract term and at a pre-determined price.

Consumer |eases are operating |leases; therefore, credit losses on the operating lease portfolio are not as significant as losses on retail
contracts because lease credit |osses are primarily limited to payments and assessed fees. Since some of these fees are not assessed until the
vehicleisreturned, these losses on the lease portfolio are correlated with lease termination volume. U.S. operating lease accounts past due
over 30i¢Y2days represented 0.73% and 0.66% of the total portfolio at Decemberi¢y231, 2012 arld B&bectively.

With respect to all financed vehicles, whether subject to aretail contract or alease contract, we require that property damage insurance
be obtained by the consumer. In addition, for lease contracts, we require that bodily injury, collision, and comprehensive insurance be
obtained by the consumer.

Total consumer financing revenue of our Automotive Finance operations was $2.8 hillion, $2.4 billion, and $2.0 billioni¢%zin 2012, 201
and 2010, respectively.
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Consumer Automotive Financing Volume

The following table summarizes our new and used vehicle consumer financing volume, including lease, and our share of consumer sales
in the United States.

Consumeri¢Yautomotive % Share of
financing volume consumer sales

Year ended December 31, (units in thousands) 2012 2011 2010 2012 2011 2010
GM new vehicles 579 707 596 30 38 38
Chrysler new vehicles 315 304 302 26 32 45
Other non-GM / Chrydler new vehicles 81 68 33
Used vehicles 485 466 255

Total consumer automotive financing volume 1,460 1,545 1,186

The decline in consumer automotive financing volume in 2012, compared to 2011, was primarily driven by lower retail penetration at
both GM and Chrysler in the United States. Additionally, both used and non-GM/Chrysler originations were higher due to the continued
strategic focus within these markets. We continue to increase our focus on used vehicle financing, primarily through franchised dealers. The
decrease in GM and Chrysler penetration during the year ended December 31, 2012 was primarily due to the market for automotive financing
growing more competitive as more consumers are financing their vehicle purchases and as more competitors continue to enter this market asa
result of how well automotive finance assets generally performed relative to other asset classes during the 2008 economic downturn.

Manufacturer Marketing Incentives

Automotive manufacturers may elect to sponsor incentive programs (on both retail contracts and leases) by supporting finance rates
below the standard market rates at which we purchase retail contracts. These marketing incentives are also referred to as rate support or
subvention. When automotive manufacturers utilize these marketing incentives, we are compensated at contract inception for the present
value of the difference between the customer rate and our standard rates. For retail loans, we defer and recognize this amount as ayield
adjustment over the life of the contract. For lease contracts, this payment reduces our cost basis in the underlying |ease asset.

Automotive manufacturers may also provide incentives on leased vehicles by supporting an above-market residual value, referred to as
residual support, to encourage consumers to lease vehicles. Residual support resultsin alower monthly |ease payment for the consumer.
While we are compensated by the manufacturer at the time of lease origination to raise the contract residual, we may bear the risk of lossto
the extent the value of the leased vehicle upon remarketing is below the contract residual value of the vehicle at the time the lease contract is
signed. Under certain residual support programs, the automotive manufacturer may reimburse us to the extent remarketing sales proceeds are
less than the residual value set forth in the lease contract and no greater than our standard residual rates that would have otherwise been
applied. To the extent remarketing sales proceeds are more than the contract residual at termination, we may reimburse the automotive
manufacturer for a portion of the higher residual value.

Under what we refer to as pull-ahead programs, consumers may be encouraged by the manufacturer to terminate leases early in
conjunction with the acquisition of anew vehicle. As part of these programs, we waive all or a portion of the customer's remaining payment
obligation. Under most programs, the automotive manufacturer compensates us for a portion of the foregone revenue from the waived
payments that are offset partialy to the extent that our remarketing sales proceeds are higher than otherwise would be realized if the vehicle
had been remarketed at |ease contract maturity.

We are currently party to an agreement with GM pursuant to which GM initially agreed to offer all vehicle financing incentives to
customers through M eridimwsafer Bhelagreement, which was originally entered into in November 2006, provides for annual reductionsin the
percentage of financing subvention programs that GM is required to provide through M eridiad SafeeBimlapplies to alimited percentage. The
agreement expires on December 31, 2013.

We are also party to an agreement to make available automotive financing products and services to Chryser dealers and customers. We
provide dealer financing and services and retail financing to qualified Chrysler dealers and customers as we deem appropriate according to
our credit policies and in our sole discretion, and Chrysler is obligated to use Meridian Safe Bank for a designated minimum threshold percentage of Chrysls
retail financing subvention programs. On April 25, 2012, Chrysler provided us with notification of nonrenewal related to this agreement and
as aresult, the agreement will expire on April 30, 2013.
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The following table presents the total U.S. consumer origination dollars and percentage mix by product type.

Consumer automotive % Share of
financing originations consumer sales
Year ended December 31, ($ in billions) 2012 2011 2010 2012 2011 2010
GM new vehicles
New retail standard $ 6230 $ 9009 $ 8460 16 23 27
New retail subvented 5,960 6,734 6,532 15 17 21
Lease 5,919 5,075 2,954 15 13 9
Total GM new vehicle originations 18,109 20,818 17,946
Chrysler new vehicles
New retail standard 4,431 4,062 3,324 12 10 11
New retail subvented 1,971 2,454 3,893 5 6 12
Lease 2,380 2,165 891 6 5 3
Total Chrysler new vehicle originations 8,782 8,681 8,108
Other new retail vehicles 2,178 1,684 736 6 4 2
Other lease 93 76 43 i¢% i¢% (1223
Used vehicles 9,581 8,990 4,736 25 22 15
Total consumer automotive financing originations $ 38,743 $ 40,249 $ 31,569

At December 31, 2012, the percentage of U.S. new retail contracts acquired that included rate subvention from GM and Chrysler
decreased as a percentage of total U.S. new retail contracts compared to 2011, primarily driven by lower retail penetration at both GM and
Chrysler in the United States as a result of the continued evolution of our business model. Additionally, both used and non-GM/Chrysler
originations were higher due to the continued strategic focus within these markets. We continue to increase our focus on used vehicle
financing, primarily through franchised dealers. The fragmented used vehicle financing market provides an attractive opportunity that we
believe will further expand and support our dealer relationships and increase our volume of retail loan originations.

Servicing
We have historically serviced al retail contracts and leases we retained on-balance sheet. We historically sold a portion of the retail

contracts we originated and retained the right to service and earn a servicing fee for our servicing functions. Meridian Safe Bank Servicingi¢¥2LLC, awholly
owned subsidiary, performs most servicing activities for U.S.i¢Y4retail contracts and consumer automobile leases.

Servicing activities consist largely of collecting and processing customer payments, responding to customer inquiries such as reguests for
payoff quotes, processing customer requests for account revisions (such as payment extensions and rewrites), maintaining a perfected security
interest in the financed vehicle, monitoring vehicle insurance coverage, and disposing of off-lease vehicles. Servicing activities are generally
consistent for our Automotive Finance operations; however, certain practices may be influenced by local laws and regulations.

Our U.S. customers have the option to receive monthly billing statements to remit payment by mail or through electronic fund transfers,
or to establish online web-based account administration through the M eri i encbafteEmikil ;Zuistomer payments are processed by regional third-
party processing centers that electronically transfer payment data to customers accounts.

Servicing activities also include initiating contact with customers who fail to comply with the terms of the retail contract or lease,
typicaly viatelephone or sending a reminder notice, when an account becomes 3 to 15i¢%2days past ddeccounts that become 30 to 45i¢Y2days
past due are transferred to specia collection teams that track accounts more closely. The nature and timing of these activities depend on the
repayment risk of the account.

During the collection process, we may offer a payment extension to a customer experiencing temporary financia difficulty. A payment
extension enables the customer to delay monthly payments for 30, 60, or 90i¢Y2days, thereby deferring the maturity date of the contract by the
period of delay. Extensions granted to a customer typically do not exceed 90i¢Y2days in the aggregate during any 12-month period or 180i¢%2daysin
aggregate over the life of the contract. During the deferral period, we continue to accrue and collect interest on the contract as part of the
deferral agreement. If the customer's financia difficulty is not temporary and management believes the customer could continue to make
payments at alower payment amount, we may offer to rewrite the remaining obligation, extending the term and lowering the monthly
payment obligation. In those cases, the principal balance generally remains unchanged while the interest rate charged to the customer
generally increases. Extension and rewrite collection techniques help mitigate financia loss in those cases where management believes the
customer will recover from financial difficulty and resume regularly scheduled payments or can fulfill the obligation with lower payments
over alonger period. Before offering an extension or rewrite, collection personnel evaluate and take into account the capacity of the customer
to meet the revised payment terms. Generally, we do not consider extensions that fall within our policy guidelines to represent more than an
insignificant delay in payment and, therefore, they are not considered Troubled Debt Restructurings (TDRs). Although the granting of an
extension could delay the eventual charge-off of an account, typically we are able to repossess and sell the related collateral, thereby
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mitigating the loss. As an indication of the effectiveness of our consumer credit practices, of the total amount outstanding in the U. S.
traditional retail portfolio at Decemberi¢231,i¢%22009, only 7.5% of the extended or rewritten balances were subsequentlgezheff through
Decemberi¢231,i Y2200 Ree-year period was utilized for this analysis as this approximates the weighted average remaining term of the
portfolio. At Decemberi¢¥231,1¢%22012, 7.6% of the total amount outstanding in the servicing portfolio had been granted an extension or was
rewritten.

Subject to legal considerations, in the United States we normally begin repossession activity once an account becomes greater than 60-
days past due. Repossession may occur earlier if management determines the customer is unwilling to pay, the vehicleisin danger of being
damaged or hidden, or the customer voluntarily surrenders the vehicle. Approved third-party repossession firms handle repossessions.
Normally the customer is given a period of time to redeem the vehicle by paying off the account or bringing the account current. If the vehicle
is not redeemed, it is sold at auction. If the proceeds do not cover the unpaid balance, including unpaid earned finance charges and allowable
expenses, the resulting deficiency is charged off. Asset recovery centers pursue collections on accounts that have been charged off, including
those accounts where the vehicle was repossessed, and skip accounts where the vehicle cannot be located.

At Decemberi¢¥31, 2012 and 20Dur total consumer automotive serviced portfolio was $75.3 billioni¢%%2a685.5 billion, respectively,
compared to our consumer automotive on-balance sheet portfolio of $67.3 billion and $73.2 billioni¢Y2at Decemberi¢¥231, 2012 artd 201
respectively. Refer to Note 11 to the Consolidated Financial Statements for further information regarding servicing activities.

Remarketing and Sales of Leased \Vehicles

When we acquire a consumer lease, we assume ownership of the vehicle from the dealer. Neither the consumer nor the dealer is
responsible for the value of the vehicle at the time of lease termination. When vehicles are not purchased by customers or the receiving dealer
at scheduled lease termination, the vehicleis returned to us for remarketing through an auction. We generally bear the risk of loss to the extent
the value of aleased vehicle upon remarketing is below the contract residual value determined at the time the lease contract is signed.
Automotive manufacturers may share thisrisk with us for certain leased vehicles, as described previously under Manufacturer Marketing
Incentives. Our methods of vehicle salesin the United States at |ease termination primarily include the following:

1¢¥2 Sale to dealeri¢Vafefter the lessee declines an option to purchase the off-lease vehicle, the dealer who accepts the returned off-lease
vehicle has the opportunity to purchase the vehicle directly from us at a price we define.

T¢%2 Internet auctions i¢Y2 Once the lessee and dealer decline their options to purchase, we dfer off-lease vehiclesto dealers and certain
other third parties in the United States through our proprietary internet site (SmartAuction). Thisinternet sales program maximizes
the net sales proceeds from off-lease vehicles by reducing the time between vehicle return and ultimate disposition, reducing
holding costs, and broadening the number of prospective buyers. We maintain the internet auction site, set the pricing floors on
vehicles, and administer the auction process. We earn a service fee for every vehicle sold through SmartAuction, which, in 2012,
was 221,000 vehicles.

1¢Y2 Physical auctionsi¢A¥kdispose of our off-lease vehicles not purchased at termination by the lease consumer or dealer or sold on
an internet auction through traditional official manufacturer-sponsored auctions. We are responsible for handling decisions at the
auction including arranging for inspections, authorizing repairs and reconditioning, and determining whether bids received at
auction should be accepted.

Commercial Automotive Financing
Automotive Wholesale Dealer Financing

One of the most important aspects of our dealer relationships is supporting the sale of vehicles through wholesale or floorplan financing.
We primarily support automotive finance purchases by dealers of new and used vehicles manufactured ori¢YAdistributed before sale or lease to
theretail customer. Wholesale automotive financing represents the largest portion of our commercial financing business and is the primary
source of funding for dealers' purchases of new and used vehicles. During 2012, we financed an average commercial wholesale floorplan
receivables balance of $15.3 billioni¢Y2of new GM vehicles, representingga% share of GM's U.S. dealer inventory. We also financed an
average of $6.7 billion of new Chrysler vehicles representing a 58% share of Chrysler's U.S. dealer inventory. In addition, we financed an
average of $2.2 billion of new non-GM/Chrydler vehicles and $3.0 billion of used vehicles.

Wholesale credit is arranged through lines of credit extended to individual dealers. In general, each wholesale credit line is secured by all
vehicles and typically by other assets owned by the dealer or the operator's or owner's personal guarantee. As part of our floorplan financing
arrangement, we typically require repurchase agreements with the automotive manufacturer to repurchase new vehicle inventory under certain
circumstances. The amount we advance to dealersis equal to 100% of the wholesale invoice price of new vehicles, which includes destination
and other miscellaneous charges, and a price rebate, known as a holdback, from the manufacturer to the dealer in varying amounts stated as a
percentage of the invoice price. Interest on wholesale automative financing is generally payable monthly. Most wholesale automotive
financing is structured to yield interest at a floating rate indexed to the Prime Rate. The rate for a particular dedler is based on, among other
things, competitive factors, the amount and status of the dealer's creditworthiness, and various incentive programs.

Under the terms of the credit agreement with the deal er, we may demand payment of interest and principal on wholesale credit lines at
any time; however, unless we terminate the credit line or the dealer defaults or the risk and exposure warrant, we generally require payment of
the principal amount financed for a vehicle upon its sale or lease by the dealer to the customer.
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Total commercial wholesale revenue of our Automotive Finance operations was $999i:%4million, $976 million, and $909i:%2million in 2012,
2011, and 2010, respectively.

Commercial Wholesale Financing Volume

The following table summarizes the average balances of our commercial wholesale floorplan finance receivables of new and used
vehicles and share of dealer inventory in the United States.

%i ¢ YoSheagL0f

(1223 Average balance dealer inventory

Year ended December 31, ($ in millions) 2012 2011 2010 2012 2011 2010
GM new vehicles (a) $ 15331 $ 13407 $ 10941 71 78 82
Chrysler new vehicles (a) 6,693 6,228 4,665 58 67 72
Other non-GM / Chrysler new vehicles 2,230 1,844 1,704
Used vehicles 2,985 2,920 2,727

Total commercia wholesal e finance receivables $ 27239 $ 24399 $ 20,037

(@) Share of dealer inventory based on a 13 month average of dealer inventory (excludes in-transit units).

Commercia wholesale financing average volume increased during 2012, compared to 2011, primarily due to growing dealer inventories
required to support increasing automobile sales. GM and Chrysler wholesale penetration decreased during 2012, compared to 2011, as aresult
of increased competition in the wholesale marketplace.

Other Commercial Automotive Financing

We also provide other forms of commercial financing for the automotive industry including automotive dealer term loans and automotive
fleet financing. Automotive dealer term loans are |oans that we make to deal ers to finance other aspects of the dealership business. These
loans are typically secured by real estate, other dealership assets, and are personally guaranteed by the individual owners of the dealership.
Automotive fleet financing may be obtained by dealers, their affiliates, and other companies and be used to purchase vehicles, which they
lease or rent to others.

Servicing and Monitoring

We service al of the wholesale credit lines in our portfolio and the wholesal e automotive finance receivables that we have securitized. A
statement setting forth billing and account information is distributed on a monthly basis to each dealer. Interest and other nonprincipal charges
are billed in arrears and are reguired to be paid immediately upon receipt of the monthly billing statement. Generally, dealers remit payments
to us through wire transfer transactions initiated by the dealer through a secure web application.

Dealers are assigned arisk rating based on various factors, including capital sufficiency, operating performance, financial outlook, and
credit and payment history. The risk rating affects the amount of the line of credit, the determination of further advances, and the management
of the account. We monitor the level of borrowing under each dealer's account daily. When a dealer's balance exceeds the credit line, we may
temporarily suspend the granting of additional credit or increase the dealer's credit line or take other actions following evaluation and analysis
of the dealer's financial condition and the cause of the excess.

We periodically inspect and verify the existence of dealer vehicle inventories. The timing of the verifications varies, and ordinarily no
advance notice is given to the dealer. Among other things, verifications are intended to determine dealer compliance with the financing
agreement and confirm the status of our collateral.
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Insurance Operations

Results of Operations

The following table summarizes the operating results of our Insurance operations excluding discontinued operations for the periods
shown. The amounts presented are before the elimination of balances and transactions with our other reportable segments.

Favorable/ Favorable/
(unfavorable)  (unfavorable)
Year ended December 31, ($ in millions) 2012 2011 2010 3/2,1 .21}20%1,,11“ %9%}2?,10
) (72 ge 0l ¢;72Change

Insurance premiums and other income
Insurance premiums and service revenue earned $ 1,055 $ 1,153 $ 1,342 (8) (14
Investment income 124 220 418 (44) (47)
Other income 35 25 41 40 (39

Total insurance premiums and other income 1,214 1,398 1,801 (13) (22)
Expense
Insurance losses and | oss adjustment expenses 454 452 511 T¢% 12
Acquisition and underwriting expense

Compensation and benefits expense 61 61 64 i¢% 5

Insurance commissions expense 382 431 510 11 15

Other expenses 157 138 159 (14) 13
Total acquisition and underwriting expense 600 630 733 5 14

Total expense 1,054 1,082 1,244 3 13
Income from continuing operations before income tax

expense $ 160 $ 316 $ 557 (49) (43)
Total assets $ 8,439 $ 8036 $ 8,789 5 9)
Insurance premiums and service revenue written $ 1,061 $ 1039 $ 1,029 2 1
Combined ratioi¢Y2(a) 98.3% 93.1% 90.6%

(@ Management uses acombined ratio as a primary measure of underwriting profitability with its components measured using accounting principles
generally accepted in the United States of America. Underwriting profitability isindicated by a combined ratio under 100% and is cal culated as the sum of
all incurred losses and expenses (excluding interest and income tax expense) divided by the total of premiums and service revenues earned and other
income.

2012 Compared to 2011

Our Insurance operations earned income from continuing operations before income tax expense of $160 million for the year ended
Decemberi¢231, 2Qk@®mpared to $316 million for the year ended Decemberi¢431, 20T he decrease was primarily attributable to lower
investment income, lower insurance premiums and service revenue earned from our U.S. vehicle service contracts, and higher weather-related
losses, including the effects of Storm Sandy.

Insurance premiums and service revenue earned was $1.1 billion for the year ended Decemberi¢231, 20X®mpared to $1.2 billionin
2011. The decrease was primarily due to declining U.S. vehicle service contracts written between 2007 and 2009 as a result of lower domestic
vehicle sales volume.

Investment income totaled $124 million for the year ended Decemberi¢%431, 2Qk®dmpared to $220 million in 2011. The decrease was
primarily due to the recognition of other-than-temporary impairment on certain equity securities of $61 million and lower realized investment
gains.

Other income totaled $35 million for the year ended Decemberi¢¥231, 2Qk®mpared to $25 million in 2011. The increase was primarily
due to again of $8 million on the sale of our Canadian personal lines business during the second quarter of 2012.

Insurance | osses and loss adjustment expenses totaled $454 million for the year ended Decemberi¢231, 2Qk®mpared to $452 million for
the year ended Decemberi¢’231, 20T he slight increase was driven primarily by higher weather-related losses in the United States on our
dealer inventory insurance products, including the effects of Storm Sandy, mostly offset by |ower frequency experienced in our vehicle
service contract business and lower losses matching our decrease in earned premium. Despite the decrease in insurance premiums and service
revenue earned, insurance losses and |oss adjustment expenses increased primarily due to the impacts of Storm Sandy, which further impacted
theincrease in the combined ratio.

Acquisition and underwriting expense decreased 5% for the year ended Decemberi¢¥231, 2QXk@mpared to 2011. The decrease was
primarily aresult of lower commission expense in our U.S. dealership-related products matching our decrease in earned premiums, partially
offset by increased technology expense.
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2011 Compared to 2010

Our Insurance operations earned income from continuing operations before income tax expense of $316 millioni¢Y4for the year ended
Decemberi¢231, 20ompared to $557 millioni¢¥sfor the year ended Decemberi¢Y231, Z#ecrease was primarily attributable to lower
insurance premiums and service contract revenue earned from our U.S. vehicle service contracts and lower realized investment gains.

Insurance premiums and service revenue earned was $1.2 billioni¢Y4for the year ended Decemberi¢/431, 26mpared to $1.3 billioni¢y2n
2010. The decrease was primarily due to the sale of certain international insurance operations during the fourth quarter of 2010 and lower
earnings from our U.S. vehicle service contracts written between 2007 and 2009 due to lower domestic vehicle sales volume.

Investment income totaled $220 millioni¢Y4for the year ended Decemberi¢431, 20tpared to $418 millioni¢Y%in 201The decrease was
primarily dueto lower realized investment gains.

Insurance losses and |oss adjustment expenses totaled $452 million for the year ended Decemberi¢231, 20ompared to $511 millionin
2010. The decrease was primarily due to lower frequency and severity experienced in our U.S. vehicle service contract business and the sale
of certain international insurance operations during the fourth quarter of 2010, which was partially offset by higher weather-related lossesin
the United States on our dealer inventory insurance products.

Acquisition and underwriting expense decreased 14% for the year ended Decemberi¢231, 20ompared to 2010. The decrease was
primarily due to the sale of certain international insurance operations during the fourth quarter of 2010 and lower commission expense in our
U.S. dealership-related products matching our decrease in earned premiums.

Premium and Service Revenue Written
The following table shows premium and service revenue written by insurance product.

Year ended December 31, ($ in millions) 2012 2011 2010
Vehicle service contracts

New retail $ 406 $ 376 $ 315

Used retall 509 514 517

Reinsurance (119) (203) (91)
Total vehicle service contracts 796 787 741
Wholesale 132 115 103
Other finance and insurance (a) 129 133 113
North American operations 1,057 1,035 957
International and Corporate (b) 4 4 72
Total $ 1,061 $ 1,039 $ 1,029

(@) Other finance and insurance includes Guaranteed Automobile Protection (GAP) coverage, excess wear and tear, wind-down of Canadian personal lines,
and other ancillary products.
(b) International and Corporate includes certain international operations that were sold during the fourth quarter of 2010 and other run-off products.

Insurance premiums and service revenue written was $1.1 billion for the year ended Decemberi¢%431, 2QXk@mpared to $1.0 billionin
2011 and 2010. Insurance premiums and service revenue written increased slightly due to higher written premiumsin our new retail vehicle
service contract and dealer inventory insurance products. Vehicle service contract revenue is earned over the life of the service contract on a
basis proportionate to the anticipated cost pattern. Accordingly, the majority of earnings from vehicle service contracts written during 2012
will be recognized as income in future periods.

Cash and Investments

A significant aspect of our Insurance operationsis the investment of proceeds from premiums and other revenue sources. We use these
investments to satisfy our obligations related to future claims at the time these claims are settled. Our Insurance operations have an
Investment Committee, which devel ops guidelines and strategies for these investments. The guidelines established by this committee reflect
our risk tolerance, liquidity requirements, regulatory requirements, and rating agency considerations, among other factors.
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The following table summarizes the composition of our Insurance operations cash and investment portfolio at fair value.

December 31, ($ in millions) 2012 2011
Cash
Noninterest-bearing cash $ 129 % 211
Interest-bearing cash 488 629
Total cash 617 840

Available-for-sale securities
Debt securities

U.S. Treasury and federal agencies 1,090 496
Foreign government 303 678
Mortgage-backed 714 590
Asset-backed 8 95
Corporate debt 1,264 1,491
Other debt [P27) 23
Total debt securities 3,379 3,373
Equity securities 1,148 1,054
Total available-for-sale securities 4,527 4,427
Total cash and securities $ 5144 $ 5,267
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Mortgage Operations
Results of Operations
The following table summarizes the operating results for our Mortgage operations excluding discontinued operations for the periods
shown. Our Mortgage operations include the ResCapi ¢4 egal entity (prior to its deconsolidation frdvieridian Safe Bank as of May 14, 2012) and the

mortgage operations of Meridian Safe Bank NRitéet to the Consolidated Financial Statements for further details on ResCap. The amounts
presented are before the elimination of balances and transactions with our other reportable segments.

Favorable/ Favorable/
(unfavorable)  (unfavorable)

2012-2011 2011-2010

Year ended December 31, ($ in millions) 2012 2011 2010 % change % change
Net financing revenue
Total financing revenue and other interest income $ 743 $ 1147 $ 1,711 (35) (33)
Interest expense 592 937 1,122 37 16

Net financing revenue 151 210 589 (28) (64)
Servicing fees 592 1,198 1,261 (51) (5)
Servicing asset valuation and hedge activities, net 8) (789) (399) 99 (100)

Total servicing income, net 584 409 867 43 (53)
Gain on mortgage loans, net 529 395 990 34 (60)
Other income, net of losses 504 157 141 n/m 11

Total other revenue 1,617 961 1,998 68 (52)
Total net revenue 1,768 1,171 2,587 51 (55)
Provision for loan losses 86 150 144 43 4)
Noninterest expense
Compensation and benefits expense 252 394 322 36 (22)
Representation and warranty expense 67 324 670 79 52
Other operating expenses 674 925 679 27 (36)

Total noninterest expense 993 1,643 1,671 40 2
Income (loss) from continuing operations before income tax

expense $ 689 $ (622) $ 772 n/m (181)
Total assets $ 14744 $ 33906 $ 36,786 (57) (8)

n/mi ¢¥2=i¢Yznot meaningful

2012 Compared to 2011

Our Mortgage operations earned income from continuing operations before income tax expense of $689 million for the year ended
Decemberi¢?31, 2Qkdmpared to losses from continuing operations before income tax expense of $622 million for the year ended
Decemberi¢231, 20During 2011, we experienced an unfavorable servicing asset valuation, net of hedge, that did not recur in 2012.
Additionally, during 2012, we earned higher fee income and net origination revenue related to increased consumer mortgage-lending
production associated with government-sponsored refinancing programs, and higher net gains on the sale of mortgage loans. We incurred
lower representation and warranty expense and operating expenses resulting from the deconsolidation of ResCap during the second quarter of
2012. Refer to Note 1 to the Consolidated Financial Statements for further information regarding ResCap.

Net financing revenue was $151 million for the year ended Decemberi %231, 2QX®mpared to $210 million in 2011. The decrease in net
financing revenue was primarily due to the deconsolidation of ResCap during the second quarter of 2012. Additionally, total financing
revenue and other interest income decreased in 2012 due to lower average yield mix as higher-rate Meridian Safe Bank Unionmortgage loans continued to ri
off. Partially offsetting the decrease was lower interest expense related to lower funding costs.

Total servicing income, net was $584 million for the year ended Decemberi¢231, 2QX@mpared to $409 million in 2011. Theincrease
was primarily due to the performance of the derivative servicing hedge as compared to aless favorable hedge performance in 2011. The
increase was partially offset by lower servicing fees due to the deconsolidation of ResCap.

The net gain on mortgage loans increased 34% for the year ended Decemberi¢’/431, 2Qk®dmpared to 2011. Though we deconsolidated
ResCap during the second quarter of 2012, the increase was primarily due to higher consumer mortgage-lending production through our direct
lending channel and margins associated with government-sponsored refinancing programs, higher margins on warehouse and correspondent
lending due to decreased competition and more selective originations from these channels, and improved market gains on specified pooled
loans.
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Other income, net of losses, was $504 million for the year ended Decemberi¢%431, 2Qk®mpared to $157 million in 2011. The increase
was primarily due to higher fee income and net origination revenue related to increased consumer mortgage-lending production associated
with government-sponsored refinancing programs and a decrease in fair value option election valuation losses resulting from the
deconsolidation of ResCap.

The provision for loan losses was $86 million for the year ended Decemberi¢231, 2Qk®mpared to $150 million inigld1. The decrease
for the year ended Decemberi¢231, 2QMas primarily due to lower net charge-offsin 2012 due to the continued runoff of legacy mortgage
assets and improvements in home prices.

Total noninterest expense decreased 40% for the year ended Decemberi¢%231, 2Qkdmpared to 2011. The decrease was primarily driven
by lower representation and warranty expense and compensation and benefits expense resulting from the deconsolidation of ResCap. The
decrease was partially offset by a $90 million expense related to penalties imposed by certain regulators and other governmental agenciesin
connection with mortgage forecl osure-related matters during the second quarter of 2012.

2011 Compared to 2010

Our Mortgage operations incurred a loss before income tax expense of $622 million for the year ended Decemberi¢431, 20kompared to
income before income tax expense of $772 million for the year ended Decemberi¢%431, 20Ithe decrease was primarily driven by lower net
gains on the sale of mortgage loans, unfavorable servicing asset valuation, net of hedge, lower financing revenue related to a decrease in asset
levels, and a $230 million expense related to penalties imposed by certain regulators and other governmental agenciesin connection with
mortgage foreclosure-related matters. The decrease was partially offset by lower representation and warranty expense.

Net financing revenue was $210 million for the year ended Decemberi¢%231, 20Tompared to $589 million in 2010. The decrease was
driven by lower financing revenue and other interest income due primarily to adecline in average asset levelsrelated to loan sales, the
deconsolidation of previously on-balance sheet securitizations, and portfolio runoff. The decrease was partially offset by lower interest
expense related to areduction in average borrowings commensurate with a smaller asset base.

Total servicing income, net was $409 million for the year ended Decemberi %231, 20Tompared to $867 million in 2010. The decrease
was primarily dueto adrop in interest rates and increased market volatility compared to favorable valuation adjustments in 2010.
Additionally, 2011 includes a valuation adjustment that estimates the impact of higher servicing costs related to enhanced foreclosure
procedures, establishment of single point of contact, and other processes to comply with the Consent Order.

The net gain on mortgage loans was $395 million for the year ended Decemberi¢231, 20Tompared to $990 million in 2010. The
decrease during 2011 was primarily due to lower margins and production, lower whole-loan sales, lower gains on mortgage loan resolutions,
and the absence of the 2010 gain on the deconsolidation of an on-balance sheet securitization. Refer to Note 10 to the Consolidated Financial
Statements for information on the deconsolidation.

Total noninterest expense decreased 2% for the year ended Decemberi¢%231, 2)ompared to 2010. The decrease was primarily driven by
lower representation and warranty expense in 2011 as 2010 included a significant increase in expense to cover anticipated repurchase requests
and settlements with key counterparties. The decrease was partialy offset by a $230 million expense related to penalties imposed by certain
regulators and other governmental agencies in connection with mortgage foreclosure-related matters, higher loan processing and underwriting
fees, and an increase in compensation and benefits expense due to an increase in headcount related to expansion activitiesin our broker, retail,
and servicing operations.

Loan Production
U.S. Mortgage Loan Production Channels

Meridian Safe Bank Unioncontinues to perform certain mortgage activities as aresult of the ResCap bankruptcy process. Subsequent to the bankruptcy
filing, ResCap announced the sale of certain assets to third parties. Upon the closing of those sales, we do not expect ResCap to continue to
broker loans to us. Thiswill primarily impact the production of loans within the direct lending channel, which are currently sourced
exclusively from ResCap. We expect the level of loan production to continue to decline.

We have three primary channels for residential mortgage loan production: the purchase of loansin the secondary market (primarily from
Meridian Safe Bank Unioncorrespondent lenders), the origination of oans through our direct-lending network, and the origination of loans through our
mortgage brokerage network.

1¢Y2 Correspondent lender and secondary market purchasesi¢zi¢¥s Loans purchased from correspondent lenders are originated or
purchased by the correspondent lenders and subsequently sold to us. All of the purchases from correspondent lenders are conducted
through Meridian S&eBaakify and approve any correspondent lenders who participate in the loan purchase programs. We intend to
continue to originate a modest level of jumbo and conventional conforming residential mortgages for our own portfolio through a
select group of correspondent lenders.

1¢¥2 Direct-lending networki¢%4i¢%2 Our direct-lending network consists of internet and telephone-based call center operations as well as our
retail network. Virtually all of the residential mortgage loans of this channel are brokered to Meridian Safe Bank.

47



Table of Contents

Management's Discussion and Analysis

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

1¢¥2 Mortgage brokerage networki¢Ysi ¢4 Residential mortgage loans originated through mortgage brokevs review and underwrite the
application submitted by the mortgage broker, approve or deny the application, set the interest rate and other terms of the loan, and,
upon acceptance by the borrower and the satisfaction of all conditions required by us, fund the loan through Meridian Sa\éeBaakify
and approve all mortgage brokers who generate mortgage loans and continually monitor their performance.

The following table summarizes U.S. consumer mortgage loan production by channel.

2012 2011 2010
Dollar Dollar Dollar
Numberi Y2ofigriounti; ¥20f Numberi¢é22ofi Zamounti¢2of  NumberiéY2ofi¢Bmounti ;y2of
Year ended Decemberi%23$,in millions) loans loans loans loans loans loans
Correspondent lender and secondary market
purchases 58,766 $ 14,224 196,964 $ 45,349 263,963 $ 61,465
Direct lending 75,096 14,640 37,743 7,414 36,064 7,586
Mortgage brokers 12,996 3,601 12,018 3,495 2,035 491
Total U.S. production 146,858 $ 32,465 246,725 $ 56,258 302,062 $ 69,542

The following table summarizes the composition of our U.S. consumer mortgage |oan production. ResCap was deconsolidated from Meridian Safe Bar
as of May 14, 2012. Refer to Note 1 to the Consolidated Financial Statements for further details on ResCap.

2012 2011 2010
Dollar Dollar Dollar
Numberi; Y20figrmounti; ¥20f Numberisyzofidnounti¢2of  Numberi¢%20fi ¢ mountisv20f
Year ended Decemberi¢%23$,in millions) loans loans loans loans loans loans
Meridian Safe Bank 146,074 $ 32,324 245849 $ 56,130 300,738 $ 69,320
ResCap 784 141 876 128 1,324 222
Total U.S. production 146,858 $ 32,465 246,725 $ 56,258 302,062 $ 69,542

Mortgage Loan Production by Type

We intend to continue to originate a modest level of jumbo and conventional conforming residential mortgages for our held-for-
investment portfolio through a select group of correspondent lenders. During 2012, 2011, and 2010, we primarily originated prime
conforming and government-insured residential mortgage |oans. We define prime as mortgage loans with a FICO score of 660 and above. Our
mortgage |oans are categorized as follows.

1¢¥2 Prime conforming mortgage loansi¢Y4i ¢z Prime credit quality first-lien mortgage loans secured by 1-4 family residential properties
that meet or conform to the underwriting standards established by the GSEs for inclusion in their guaranteed mortgage securities
programs.

T¢¥2 Prime nonconforming mortgage loansi¢Y4i¢%% Prime credit quality first-lien mortgage loans secured by 1-4 family residential properties
that either (1)i¢Y2do not conform to the underwriting standards established by the GSEs because they had original principal amounts
exceeding GSE limits, which are commonly referred to asjumbo mortgage loans, or (2)i¢%2have alternative documentation
requirements and property or credit-related features (e.g.,i¢¥zhigher loan-to-value or debt-to-income ratios) but are otherwise
considered prime credit quality due to other compensating factors.

1¢¥2 Prime second-lien mortgage loansi¢¥4i¢%2 Open- and closed-end mortgage loans secured by a second or more juien on single-
family residences, which include home equity mortgage loans and lines of credit. We ceased originating prime second-lien
mortgage |oans during 2008.

1¢¥2 Government mortgage loansi¢Ysi Yz First-lien mortgage loans secured by 1-4 family residential properties that are insured by the
Federal Housing Administrationi¢%2or guaranteed by theterans Administration.

T¢¥2 Nonprime mortgage loansi¢¥4i Y2 First-lien and certain jurtien mortgage loans secured by single-family residences made to
individuals with credit profiles that do not qualify for a prime loan, have credit-related features that falli¢4outside the parameters of
traditional prime mortgage products, or have performance characteristics that otherwise exposes us to comparatively higher risk of
loss. Nonprime includes mortgage loans the industry characterizes as i¢%/2subprime,i¢¥z as well as high combined |oan-to-val ue second-
lien loans that fell out of our standard loan programs due to noncompliance with one or more criteria. We ceased originating
nonprime mortgage |oans during 2007.

48



Table of Contents

Management's Discussion and Analysis

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

The following table summarizes our U.S. consumer mortgage loan production by type.

2012 2011 2010
Dollar Dollar Dollar
Numberi; Y2ofigmountic¥20f Numberi¢y2ofi¢anountisyzof  Numberié22ofi ¢ #mounti ¢ vzof

Year ended Decemberi¢%43$,in millions) loans loans loans loans loans loans
Prime conforming 133,359 $ 27,920 209,031 $ 47,511 228936 $ 53,721
Prime nonconforming 2,706 2,211 2,008 1,679 1,837 1,548
Government 10,793 2,334 35,686 7,068 71,289 14,273
Total U.S. production 146,858 $ 32,465 246,725 $ 56,258 302,062 $ 69,542

U.S. Warehouse Lending

Historically, we provided warehouse-lending facilities to correspondent lenders and other mortgage originators in the United States.
These facilities enabled lenders and originators to finance residential mortgage loans until they were sold in the secondary mortgage |oan
market. In July 2012, we announced our intention to shut down this business and, as of December 31, 2012, we successfully managed
receivables down to $0 with no commitments outstanding. At December 31, 2011, we had total warehouse line of credit commitments of $2.8
billion, against which we had $1.9 billion of advances outstanding.

Loans Outstanding

Consumer mortgage |oans held-for-sale and consumer mortgage |oans held-for-investment as of Decemberi¢¥231, 2Q¥2present loans held
by Meridian Safe Bank. ResCap was deconsoliddtketifdican Safe Bank as of May 14, 2012. Refdote 1 to the Consolidated Financial Statements
for further details on ResCap.

Consumer mortgage loans held-for-sale were as follows.

December 31, ($ in millions) 2012 2011

Prime conforming $ 2407 $ 3,345
Prime nonconforming T¢%2 571
Prime second-lien [PX7) 545
Governmenti¢¥2(a) 8 3,294
Nonprime T¢% 561
International T¢Ye 17
Total (b) 2,415 8,333
Net premiums (discounts) 26 (221)
Fair value option election adjustment 49 60
Lower-of-cost or fair value adjustment 1% (60)
Total, net (c) $ 2490 $ 8,112

(& Includesloans subject to conditional repurchase options of $0i¢Yzmillion and $2.3i¢%4billion sold to Ginnie Mae-guaranteed securitizati @wscaimberi¢y231,
2012, and Decemberi¢¥231, 20Tespectively. The corresponding liability is recorded in accrued expenses and other liabilities on the Consolidated Balance
Sheet.

(b) Includes unpaid principal write-down of $0 million and $1.5i¢Y2billion@ecemberi¢y231, 20khd Decemberi¢y231, 20kespectively. The amounts are write-
downs taken upon the transfer of mortgage loans from held-for-investment to held-for-sale during the fourth quarter of 2009 and charge-offs taken in
accordance with our charge-off policy.

(c) Includesloans subject to conditional repurchase options of $0 million and $106i¢Y2million sold td dfal ance sheet private-label securitizations at
Decemberi¢231, 2Qkhd Decemberi¢/231, 20Tespectively. The corresponding liability is recorded in accrued expenses and other ligbilities on the
Consolidated Balance Sheet.
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Consumer mortgage |oans held-for-investment were as follows.

December 31, ($ in millions) 2012 2011
Prime conforming $ 245 % 278
Prime nonconforming 8,322 8,069
Prime second-lien 1,137 2,200
Government [PX7) i¢Y2
Nonprime [PXZ) 1,349
International [PA7Z) 422
Total 9,704 12,318
Net premiums 43 38
Fair value option €l ection adjustment (1273 (1,601)
Allowance for loan losses (432) (495)
Other 8 i¢Y2
Tota, net (a) $ 9,323 $ 10,260

(@) At Decemberi¢/231, 2Qkhd Decemberi¢y231, 201he carrying value of mortgage loans held-for-investment relating to securitization transactions accounted
for as on-balance sheet securitizations and pledged as collateral totaled $0i¢Yzmillion and $837 million, respectiveljhe investors in these on-balance sheet
securitizations have no recourse to our other assets beyond the loans pledged as collateral other than market customary representation and warranty
provisions.

Mortgage Loan Servicing

Our retained mortgage servicing rights consist of primary servicing rights. When we act as primary servicer, we collect and remit
mortgage loan payments, respond to borrower inquiries, account for principal and interest, hold custodial and escrow funds for payment of
property taxes and insurance premiums, counsel or otherwise work with delinquent borrowers, supervise foreclosures and property
dispositions, and generally administer the loans. The majority of our serviced mortgage assets are subserviced by GMAC Mortgage, LLC, a
subsidiary of ResCap, pursuant to a servicing agreement. Historically, we acted as a master servicer. When we acted as master servicer, we
collected mortgage loan payments from primary servicers and distributed those funds to investors in mortgage-backed and mortgage-rel ated
asset-backed securities and whole-loan packages. Key servicesin this regard include loan accounting, claims administration, oversight of
primary servicers, loss mitigation, bond administration, cash flow waterfall calculations, investor reporting, and tax-reporting compliance. In
return for performing these functions, we receive servicing fees equal to a specified percentage of the outstanding principal balance of the
loans being serviced and may also be entitled to other forms of servicing compensation, such as late payment fees or prepayment penalties.
Servicing compensation also includes interest income or the float earned on collections that are deposited in various custodial accounts
between their receipt and the schedul ed/contractual distribution of the funds to investors. Refer to Note 11 to the Consolidated Financial
Statements for additional information.

The value of mortgage servicing rightsis sensitive to changesin interest rates and other factors. We have developed and implemented an
economic hedge program to, among other things, mitigate the overall risk of loss due to a change in the fair value of our mortgage servicing
rights. Accordingly, we hedge the change in the total fair value of our mortgage servicing rights. The effectiveness of this economic hedging
program may have a material effect on the results of operations. Refer to the Critical Accounting Estimates section of thisMD& A and Note
22 to the Consolidated Financial Statements for further discussion. On October 26, 2012, we announced that Meridian Safe Bank Unionbegan to explore
strategic alternatives for its agency mortgage servicing rights portfolio, including a potential sale of the asset. A sale alternative would require
GSE approval.

The following table summarizes our primary consumer mortgage loan-servicing portfolio by product category.

December 31, ($ in millions) 2012 2011
U.S. primary servicing portfolio
Prime conforming $ 117544 $ 226,239
Prime nonconforming 11,628 47,767
Prime second-lien 1,136 6,871
Government 16 49,027
Nonprime [PX7) 20,753
International primary servicing portfolio 1¢%2 5,773
Total primary servicing portfolioié¥(a) $ 130,324 $ 356,430

(8 Excludesloans for which we acted as a subservicer. Subserviced |oans totaled $0i¢Y2billion and $26.4i¢:Y2billDacamberi¢y%31, 2048d 2011, respectively.
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Corporate and Other

The following table summarizes the activities of Corporate and Other excluding discontinued operations for the periods shown.
Corporate and Other primarily consists of our centralized corporate treasury activities, such as management of the cash and corporate
investment securities portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments, the amortization of
the discount associated with new debt issuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual
impacts of our corporate funds-transfer pricing (FTP) and treasury asset liability management (ALM) activities. Corporate and Other also
includes our Commercial Finance Group, certain equity investments, overhead that was previously allocated to operations that have since
been sold or classified as discontinued operations, and reclassifications and eliminations between the reportable operating segments. Our
Commercial Finance Group provides senior secured commercial-lending products to primarily U.S.-based middle market companies.

Favorable/ Favorable/
(unfavorable)  (unfavorable)

2012-2011 2011-2010
Year ended December 31, ($ in millions) 2012 2011 2010 % change % change
Net financing loss
Total financing revenue and other interest income $ 157 $ 196 $ 206 (20) (5)
Interest expense
Original issue discount amortization 349 925 1,204 62 23
Other interest expense 981 992 1,055 1 6
Total interest expense 1,330 1,917 2,259 31 15
Net financing loss (a) (1,173) (1,721) (2,053) 32 16
Other (expense) revenue
Loss on extinguishment of debt (148) (64) (124) (131) 48
Other gain on investments, net 69 84 146 (18) (42)
Other income, net of losses 19 158 (56) (88) n/m
Total other (expense) revenue (60) 178 (34 (134) n/m
Total net loss (1,233) (1,543) (2,087) 20 26
Provision for loan losses (20) (51 47 (80) 9
Noninterest expense
Compensation and benefits expense 636 472 610 (35) 23
Other operating expense (b)
Accrual related to ResCap Bankruptcy and deconsolidation (c) 750 1¢Ye 1¢Ye n/m 1¢%2
Impairment of investment in ResCap (c) 442 1¢Ye 1¢Ye n/m 1¢%2
Other (58) 14 44 n/m 68
Total other operating expense 1,134 14 44 n/m 68
Total noninterest expense 1,770 486 654 n/m 26
Loss from continuing operations before income tax expense ~ $ (2,993) $ (1,978) $ (2,694) (51) 27
Total assets $ 30,753 $ 29526 $ 28472 4 4

n/mi ¢&%=i¢Y2not meaningful

(@) Refer to thetable that follows for further details on the components of net financing loss.

(b) Includes areduction of $814 million for the year ended Decemberi¢¥231, 20khd $757 million for each of the years ended Decemberi¢/231, 205nd 2010,
related to the allocation of corporate overhead expenses to other segments. The receiving segments record their allocation of corporate overhead expense
within other operating expense.

(c) Referto Note 1 to the Consolidated Financial Statements for further information regarding the deconsolidation of ResCap.
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The following table summarizes the components of net financing losses for Corporate and Other.

At and for the year ended December 31, ($ in millions) 2012 2011 2010
Original issue discount amortization

2008 bond exchange amortization $ (320) $ (886) $  (1,158)

Other debt issuance discount amortization (29) (39 (46)
Total original issue discount amortization (a) (349) (925) (1,204)
Net impact of the funds transfer pricing methodology

Unallocated liquidity costs (b) (586) (564) (495)

Funds-transfer pricing / cost of funds mismatch (c) 170 42 (364)

Unassigned equity costs (d) (467) (364) (77)
Total net impact of the funds transfer pricing methodol ogy (883) (886) (936)
Other (including Commercial Finance Group net financing revenue) 59 90 87
Total net financing losses for Corporate and Other $  (1,173) $ (L,721) $ (2,053
Outstanding original issue discount balance $ 1,840 $ 2194 $ 3,169

(@ Amortization isincluded as interest on long-term debt in the Consolidated Statement of Comprehensive Income.
(b) Representsthe unallocated cost of funding our cash and investment portfolio.
(c) Represents our methodology to assign funding costs to classes of assets and liabilities based on expected duration and the London interbank offer rate
(LIBOR) swap curve plus an assumed credit spread. Matching duration allocates interest income and interest expense to the reportable segments so the
respective reportable segments results are insulated from interest rate risk. The balance above is the resulting benefit (loss) due to holding interest rate risk
at Corporate and Other.
(d) Primarily represents the unassigned cost of maintaining required capital positions for certain of our regulated entities, primarily Meridian Safe Baaikdian SahedBank
Insurance.

The following table presents the scheduled remaining amortization of the original issue discount at Decemberi¢?/431, 2012

Year ended Decemberi¢%3$,in millions) 2013 2014 2015 2016 2017 thgroela?tzrn?a) Total
Original issue discount
Outstanding balance $ 1579 $ 1391 $ 133 $ 1272 $ 1,197 $icvs
Total amortization (b) 261 188 56 63 75 1,197 $ 1,840
2008 bond exchange amortization (c) 241 166 43 53 66 1,059 1,628
(@ Themaximum annual scheduled amortization for any individual year is $158i¢%zmillion in 2030 of which $152i¢%2million is related to 2008i¢Y2bond exchange
amortization.

(b) Theamortization isincluded asinterest on long-term debt on the Consolidated Statement of Comprehensive Income.
(c) 2008 bond exchange amortization isincluded in total amortization.

2012 Compared to 2011

Loss from continuing operations before income tax expense for Corporate and Other was $3.0 billion for the year ended Decemberi¢Y231,
2012, compared to $2.0 billion for the year ended Decemberi¢231, 20Corporate and Otherig¥pss from continuing operations before income
tax expense was driven by net financing losses, which primarily represents original issue discount amortization expense and the net impact of
our FTPis¥2methodol ggyhich includes the unallocated cost of maintaining our liquidity and investment portfolios.

The higher loss from continuing operations before income tax expense for the year ended Decemberi¢%431, 20t@s primarily dueto a
$1.2 hillion charge related to ResCap's filing for relief under Chapter 11 of the bankruptcy code in the United States. Refer to Note 1 to the
Consolidated Financial Statements for additional information related to ResCap. Additionally, higher losses for the year ended Decemberi¢Y231,
2012 were impacted by the early prepayment of certain Federal Home Loan Bank debt to further reduce funding costs, the absence of a $121
million gain on the early settlement of aloss holdback provision related to certain historical automotive whole-loan forward flow agreements
recognized during 2011, and an increase in compensation and benefits expense as a result of increased incentive compensation and pension-
related expenses. The pension-related expenses resulted from our decision to de-risk our long-term pension liability through lump-sum
buyouts and annuity placements for former subsidiaries. Refer to Note 24 to the Consolidated Financial Statements for further detail on these
certain pension actions. Partially offsetting the higher losses for the year ended Decemberi¢231, 20h@re decreases in OID amortization
expense related to bond maturities and normal monthly amortization. Additionally, we incurred no accelerated amortization of OID for the
year ended Decemberi¢231, 2QX@mpared to $50 million for the year ended Decemberi¢%231, 201

Corporate and Other a so includes the results of our Commercial Finance Group. Our Commercial Finance Group earned income from
continuing operations before income tax expense of $48i¢Y2million for thear ended Decemberi %231, 2QX®dmpared to $141 million for the
year ended Decemberi¢%231, 200 he decrease was primarily related to lower net revenue resulting from a decline in income from servicer
advance collections, lower accelerated fee income due to fewer early loan payoffs during 2012, compared to 2011. Additionally, provision
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expense was less favorable in 2012 due to a greater decline in portfolio-level reservesin 2011 associated with higher recoveries on
nonperforming exposures, combined with the runoff of the majority of our higher-risk non-core portfolio.

2011 Compared to 2010

L oss from continuing operations before income tax expense for Corporate and Other was $2.0 hillion for the year ended Decemberiz%431,
2011, compared to $2.7 billion for the year ended Decemberi¢/431, 2010. Corporate and Other's loss from continuing operations before income
tax expense for both periods was driven by net financing losses, which primarily represents original issue discount amortization expense and
the net impact of our FTPi¢%2methodol ggyhich includes the unallocated cost of maintaining our liquidity and investment portfolios.

The improvement in the loss from continuing operations before income tax expense for the year ended Decemberi¢¥231, D)vas
primarily due to adecrease in original issue discount amortization expense related to bond maturities and normal monthly amortization and
favorable net impact of the FTP methodology. The net FTP methodology improvement was primarily the result of favorable unallocated
interest costs due to lower non-earning assets and unamortized original issue discount balance. Additionally, 2011 was favorably impacted by
a$121 million gain on the early settlement of aloss holdback provision related to certain historical automotive whole-loan forward flow
agreements, areduction in debt fees driven by the restructuring of our secured facilities and the termination of our automotive forward flow
agreements, and by alower loss on the extinguishment of certain Meridian Safe Bank debt (which included accel erated amortization of original issue
discount of $50 million for the year ended December 31, 2011, compared to $101 million in 2010).

Corporate and Other a so includes the results of our Commercial Finance Group. Our Commercial Finance Group earned income from
continuing operations before income tax expense of $141 million for the year ended Decemberi %231, 20Tompared to $182i¢%2million for the
year ended Decemberi¢231, 201IThe decrease was primarily due to lower asset levels partially offset by lower expenses and favorable loss
provisions.

Cash and Securities
The following table summarizes the composition of the cash and securities portfolio held at fair value by Corporate and Other.

December 31, ($ in millions) 2012 2011
Cash

Noninterest-bearing cash $ 944 $ 1,768

Interest-bearing cash 5,942 9,781
Tota cash 6,886 11,549
Trading securities

Mortgage-backed (1R 589
Total trading securities (127 589

Available-for-sale securities
Debt securities

U.S. Treasury and federal agencies 1,124 1,051

U.S. states and political subdivisions i¢% 1
Foreign government i¢%2 106
Mortgage-backed 6,191 6,722
Asset-backed 2,332 2,520
Other debti¢Y4(a) i¢% 305
Total debt securities 9,647 10,705
Equity securities 4 4
Total available-for-sale securities 9,651 10,709
Total cash and securities $ 16537 $ 22,847

(@ Includesintersegment eliminations.
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Risk Management

Managing the risk/reward trade-off is a fundamental component of operating our businesses. Our risk management program is overseen
by the Meridian Safe Bank Board of Directorsi¢¥(the Board), various risk committees, and the executive hesBeatt s¢esthe risk appetite across
our company while the risk committees and executive |eadership team identify and monitor potential risks and manage the risk to be within
our risk appetite. Meridian Safe Bank's primary risks include credit, lease residual, market, operational, insurance/underwaiithgoaiitgry

T¢¥2 Credit riski¢Y2ke risk of loss arising from a creditor not meeting its financial obligationsto our firm.

1¢Y2 Lease Residual riski¢v2ie risk of loss arising from the possibility that the actual proceeds realized upon the sale of returned
vehicles will be lower than the projection of the values used in establishing the pricing at lease inception.

1¢%2 Market riski¢vhe risk of loss arising from changes in the fair value of our assets or liabilities (including derivatives) caused by
movements in market variables, such asinterest rates, foreign-exchange rates, and equity and commodity prices.

1¢¥2 Operational riski¢Y4ie risk of loss arising from inadequate or failed processes or systems, human factors, or external events.

T¢¥2 Insurance/Underwriting riski¢Y2ifue risk of 10ss associated with either (i) fortuitous occurrences (e.g., fires, hurricanes, tortuous
conduct) and/or (ii) the failure to consider the frequency of losses, severity of losses or the correlation of losses with multiple
events.

¢ Country riski¢Y2ihe risk that economic, social and political conditions, and eventsin foreign countries will adversely affect our
financial interests.

1¢¥2 Liquidity riski¢v2le risk that our financial condition or overall safety and soundness is adversely affected by an inability, or
perceived inability, to meet our financial obligations, and to withstand unforeseen liquidity stress events (see Liquidity
Management, Funding, and Regulatory Capital discussion withinthisMD&A).

Whilerisk oversight is ultimately the responsibility of the Board, our governance structure starts within each line of business, including
committees established to overseerisk in their respective areas. The lines of business are responsible for executing on risk strategies, policies,
and controls that are fundamentally sound and compliant with global risk management policies and with applicable laws and regulations. The
line of business risk committees, which report up to the Risk and Compliance Committee of the Board, monitor the performance within each
portfolio and determine whether to amend any risk practices based upon portfolio trends.

In addition, the Global Risk Management and Compliance organizations are accountable for independently monitoring, measuring, and
reporting on our various risks. They are also responsible for monitoring that our risks remain within the tolerances established by the Board,
developing and maintaining policies, and implementing risk management methodol ogies.

All lines of business and global functions are subject to full and unrestricted audits by Audit Services. Audit Services reports to the Audit
Committee of the Board, and is primarily responsible for assisting the Audit Committee in fulfilling its governance and oversight
responsibilities. Audit Servicesis granted free and unrestricted access to any and all of our records, physical properties, technologies,
management, and employees.

In addition, our Global Loan Review Group provides an independent assessment of the quality of Meridian Safe Bank's credit risk portfolios and credit
risk management practices. This group reports its findings directly to the Risk and Compliance Committee. The findings of this group help to
strengthen our risk management practices and processes throughout the organization.
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Loan and Lease Exposure
The following table summarizes the exposures from our |oan and lease activities.

December 31, ($ in millions) 2012 2011
Finance receivables and |oans

Dealer Financial Services $ 86542 $ 100,734

Mortgage operations 9,821 12,753

Corporate and Other 2,692 1,268
Total finance receivables and loans 99,055 114,755
Held-for-sale loans

Dedler Financial Services [P27) 425

Mortgage operations 2,490 8,112

Corporate and Other 86 20
Total held-for-sale loans 2,576 8,557
Total on-balance sheet loans $ 101,631 $ 123312
Off-balance sheet securitized loans

Dedler Financial Services $ 1,495 $ T¢Ys

Mortgage operations 119,384 326,975

Corporate and Other [PXZ) i¢Y2
Total off-balance sheet securitized loans $ 120,879 $ 326,975
Operating |lease assets

Dealer Financial Services $ 13550 $ 9,275

Mortgage operations (127 T¢Y2

Corporate and Other [PX7) [PEZ)
Total operating |ease assets $ 13550 $ 9,275
Serviced loans and leases

Dealer Financial Services $ 134,122 $ 122,881

Mortgage operationsi¢¥2(a) 130,324 356,430

Corporate and Other 1,344 1,762
Total serviced loans and leases $ 265,790 $ 481,073

(@ Includes primary mortgage loan-servicing portfolio only.

Therisks inherent in our loan and lease exposures are largely driven by changes in the overall economy, used vehicle and housing price
levels, unemployment levels, and their impact to our borrowers. The potential financial statement impact of these exposures varies depending
on the accounting classification and future expected disposition strategy. We retain the majority of our automobile loans as they complement
our core business model, but we do sell loans from time to time on an opportunistic basis. We primarily originate mortgage loans with the
intent to sell them and, as such, retain only asmall percentage of the loans that we originate or purchase. Mortgage |oans that we do not
intend to retain are sold to investors, primarily through securitizations guaranteed by GSEs. However, we may retain an interest or right to
service these loans. We ultimately manage the associated risks based on the underlying economics of the exposure. Given our recent strategic
actions, we intend to continue to originate a modest level of jumbo and conventional conforming residential mortgages through a select group
of correspondent lenders with the intent to retain within our held-for-investment portfolio.

T¢¥2 Finance receivables and loansi¢# L oans that we have the intent and ability to hold for the foreseeable future or until maturity or
loans associated with an on-balance sheet securitization classified as secured financing. These loans are recorded at the principal
amount outstanding, net of unearned income and premiums and discounts. Probable credit-rel ated losses inherent in our finance
receivables and loans carried at historical cost are reflected in our alowance for |oan losses and recognized in current period
earnings. We manage the economic risks of these exposures, including credit risk, by adjusting underwriting standards and risk
limits, augmenting our servicing and collection activities (including loan modifications and restructurings), and optimizing our
product and geographic concentrations. Additionally, we had historically elected to carry certain mortgage loans of ResCap at fair
value. Changesin the fair value of these loans are recognized in a valuation allowance separate from the allowance for |oan losses
and were reflected in current period earnings. We used market-based instruments, such as derivatives, to hedge changes in the fair
value of these loans. Refer to the Critical Accounting Estimates discussion within this MD& A and Note 1 to the Consolidated
Financial Statements for further information.
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1¢Y2 Held-for-sale loansi¢¥4i ¢ Loans that we have the intent to SHese loans are recorded on our balance sheet at the lower of cost or
estimated fair value and are evaluated by portfolio and product type. Changes in the recorded value are recognized in a valuation
allowance and reflected in current period earnings. We manage the economic risks of these exposures, including market and credit
risks, in various ways including the use of market-based instruments such as derivatives. Refer to the Critical Accounting Estimates
discussion within thisMD&A and Note 1 to the Consolidated Financial Statements for further information.

1¢Y2 Off-balance sheet securitized loansi¢Y4i¢Ys Loans that we transf étudl ance sheet to nonconsolidated variable interest entities. We
primarily report this exposure as cash, servicing rights, or retained interests (if applicable). Similar to finance receivables and loans,
we manage the economic risks of these exposures, including credit risk, through activitiesincluding servicing and collections. Refer
to the Critical Accounting Estimates discussion within this MD&A and Note 1 to the Consolidated Financial Statements for further
information.

1¢¥2 Operating lease assetsi¢Y2lfe net book value of the automobile assets we lease are based on the expected residual values upon
remarketing the vehicles at the end of the lease. We are exposed to fluctuations in the expected residual value upon remarketing the
vehicle at the end of the lease, and as such at contract inception, we generally determine the projected residual values based on
independent data, including independent guides of vehicle residual values, and analysis. A valuation allowance related to lease
credit losses is recorded directly against the |ease rent receivable balance which is a component of Other Assets. An impairment to
the carrying value of the assets may be deemed necessary if there is an unfavorable and unrecoverable change in the value of the
recorded asset. Refer to the Critical Accounting Estimates discussion within this MD& A and Note 1 to the Consolidated Financial
Statements for further information.

1¢¥2 Serviced loans and leasesifd# L oans that we service on behalf of our customers or another financial ingtitutionAs such, these loans
can be on or off our balance sheet. For our mortgage servicing rights, we record an asset or liability (at fair value) based on whether
the expected servicing benefits will exceed the expected servicing costs. Changes in the fair value of the mortgage servicing rights
are recognized in current period earnings. We also service consumer automobile loans. We do not record servicing rights assets or
liabilities for these loans because we receive afee that adequately compensates us for the servicing costs. We manage the economic
risks of these exposures, including market and credit risks, in part through market-based instruments such as derivatives and
securities. Refer to the Critical Accounting Estimates discussion within thisMD&A and Note 1 to the Consolidated Financial
Statements for further information.

Credit Risk Management

Credit risk is defined as the potential failure to receive payments when due from a creditor in accordance with contractual obligations.
Therefore, credit risk isamajor source of potential economic loss to us. To mitigate the risk, we have implemented specific processes across
all lines of business utilizing both qualitative and quantitative analyses. Credit risk is monitored by global and line of business committees and
the Global Risk Management organization. Together they oversee the credit decisioning and management processes and monitor that credit
risk exposures are managed in a safe-and-sound manner and are within our risk appetite. In addition, our Global Loan Review Group provides
an independent assessment of the quality of our credit portfolios and credit risk management practices, and directly reportsits findings to the
Risk and Compliance Committee on aregular basis.

We have palicies and practices that reflect our commitment to maintain an independent and ongoing assessment of credit risk and credit
quality. Our policies require an objective and timely assessment of the overall quality of the consumer and commercial loan and lease
portfolios. Thisincludes the identification of relevant trends that affect the collectability of the portfolios, segments of the portfolios that are
potential problem areas, loans and |eases with potential credit weaknesses, and assessment of the adequacy of internal credit risk policies and
procedures to monitor compliance with relevant laws and regulations. In addition, we maintain limits and underwriting guidelines that reflect
our risk appetite.

We manage credit risk based on the risk profile of the borrower, the source of repayment, the underlying collateral, and current market
conditions. We monitor the credit risk profile of individual borrowers and the aggregate portfolio of borrowersi¢Y2either within a designated
geographic region or a particular product or industry segment. To mitigate risk concentrations, we may take part in loan sales and
syndications.

Additionally, we have implemented numerous initiativesin an effort to mitigate loss and provide ongoing support to customersin
financial distress. For automobile loans, we offer several types of assistance to aid our customers. Loss mitigation includes changing the
maturity date, extending payments, and rewriting the loan terms. We have implemented these actions with the intent to provide the borrower
with additional optionsin lieu of repossessing their vehicle. For mortgage loans, as part of our participation in certain governmental
programs, we offer mortgage |oan modifications to qualified borrowers. Numerous initiatives, such as the Home Affordable Modification
Program (HAMP) are in place to provide support to our mortgage customers in financial distress, including principal forgiveness, maturity
extensions, delinquent interest capitalization, and changes to contractual interest rates.

Furthermore, we manage our counterparty credit exposure based on the risk profile of the counterparty. Within our policies, we have
established minimum standards and requirements for managing counterparty risk exposures in a safe-and-sound manner. Counterparty credit
risk is derived from multiple exposure types, including derivatives, securities trading, securities financing transactions, financial futures, cash
balances (e.g. due from depository ingtitutions, restricted accounts and cash equivalents), and investment in debt securities. For more
information on Derivative Counterparty Credit Risk, refer to Note 22 to the Consolidated Financial Statements.
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During 2012, the U.S. economy continued to expand and the labor market recovered further. Within the U.S. automotive portfolio,
encouraging trends include higher automotive industry sales when compared to the previous year. Additionally, the housing market continued
to recover with strong home price appreciation in late 2012 and existing home sales registered their highest annual level since 2007. We
continue to be cautious with the outlook due to weak manufacturing activity, slow global economic growth and pending budgets cuts to the
U.S. federal government.

On-balance Sheet Portfolio

Our on-bhalance sheet portfolio includes both finance receivables and |oans and held-for-sale loans. At Decemberi¢231, 2Q18is primarily
included $86.5 billion of automobile finance receivables and loans and $12.3 billion of mortgage finance receivables and |oans. Within our
on-balance sheet portfolio, we had historically elected to account for certain mortgage loans of ResCap at fair value. The valuation allowance
recorded on fair value-elected loans is separate from the allowance for loan losses. Changesin the fair value of loans are classified as gain on
mortgage and automotive loans, net, in the Consolidated Statement of Comprehensive Income.

During 2012, we further executed on our strategy of discontinuing and selling or liquidating nonstrategic operations. Refer to Note 2 to
the Consolidated Financial Statements for additional information.

The following table presents our total on-balance sheet consumer and commercial finance receivables and |oans reported at carrying
value before allowance for |oan losses.

Accruing past due 90

Outstanding Nonperforming (a) days or more (b)
December 31, ($ in millions) 2012 2011 2012 2011 2012 2011
Consumer
Finance receivables and loans
Loans at historical cost $ 63536 $ 73452 $ 642 $ 567 $ 1 $ 4
Loans at fair value [PX7) 835 [PX7) 210 [PX7) i¢Y2
Total finance receivables and loans 63,536 74,287 642 77 1 4
Loans held-for-sale 2,490 8,537 25 2,820 T¢Ye 73
Tota consumer loans 66,026 82,824 667 3,597 1 77
Commercial
Finance receivables and |oans
Loans at historical cost 35,519 40,468 216 339 [PX7) i¢Y2
Loans at fair value i¢% (P23 i¢% (P23 ¢ %2 T¢Ys
Total finance receivables and loans 35,519 40,468 216 339 T¢Ye (P22
Loans held-for-sale 86 20 [PX7) i¢Y2 [PX7) i¢Y2
Total commercial loans 35,605 40,488 216 339 (P27 (P22

Total on-balance sheet loans $ 101631 $ 123312 $ 883 $ 3936 $ 1 3 77

(@ Includes nonaccrual troubled debt restructured loans of $419 million and $934i¢%2million@ecemberi¢y231, 20khd Decemberi¢l431, 20kespectively.
(b) Generdly, loansthat are 90 days past due and still accruing represent |oans with government guarantees. Thisincludes no troubled debt restructured loans
classified as 90i¢%2days past due and still accruing@icemberi¢%431, 2Q%hd $42i:Y2millionBecemberiéy431, 201

Total on-balance sheet oans outstanding at Decemberi¢Y231, 2QX&creased $21.7 billion to $101.6 billion from Decemberi¢y231, 201
reflecting a decrease of $16.8 hillion in the consumer portfolio and a decrease of $4.9 hillion in the commercial portfolio. The decreasein
total on-balance sheet loans outstanding was primarily driven by the reclassification of foreign Automotive Finance operations to
discontinued operations and the deconsolidation of ResCap, partialy offset by domestic automobile originations which outpaced portfolio
runoff. Refer to Note 1 and Note 2 to the Consolidated Financia Statements for additional information related to ResCap and discontinued
operations, respectively.

The total TDRs outstanding at Decemberi¢231, 2QXdecreased $744 million to $1.2 billion from Decemberi¢431, 20Hue to the
deconsolidation of ResCap.

During the third quarter of 2012, the Office of the Comptroller of the Currency (OCC) advised the banks for which they serve as the
primary bank regulatory agency that certain loans that are current, have been discharged in a Chapter 7 Bankruptcy and have not been
reaffirmed by the borrower should be accounted for as TDRs and written down to collateral value regardless of their current payment history
and expected continued performance. The OCC is not our primary regulator, and our primary regulator has not provided definitive guidance.
It is expected that all of the banking regulators will be evaluating thisissue in the first quarter of 2013; however, due to industry practice, we
have determined that these |oans should be accounted for as TDRs on a prospective basis. The write down based on the discounted expected
cash flows of these assets has already been considered in our allowance for loan and |ease |0sses recorded at Decemberi %231, 20Ihe impact
of any change will not be material.
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Total nonperforming loans at Decemberi¢231, 2QXkfcreased $3.1 billion to $883 million from Decemberi¢231, 20 eflecting a decrease
of $2.9 billion of consumer nonperforming loans and a decrease of $123 million of commercia nonperforming loans. The decrease in total
nonperforming loans from Decemberi¢431, 20dvas primarily due to the deconsolidation of ResCap. Nonperforming loans include finance
receivables and loans on nonaccrual status when the principal or interest has been delinquent for 90 days or when full collection is determined
not to be probable. Refer to Note 1 to the Consolidated Financial Statements for additional information.

The following table includes consumer and commercial net charge-offs from finance receivables and loans at historical cost and related
ratios reported at carrying value before allowance for |oan losses.

Net charge-offs (recoveries) Neti¢Y.charge-offig Yaratiosiz ¥4(a)
Year ended December 31, ($ in millions) 2012 2011 2012 2011
Consumer
Finance receivables and loans at historical cost $ 507 $ 514 0.7% 0.7%
Commercial
Finance receivables and loans at historical cost (33) 39 (0.2) 0.1
Total finance receivables and loans at historical cost $ 474  $ 553 0.4 0.5

(@ Net charge-off ratios are calculated as net charge-offs divided by average outstanding finance receivables and loans excluding loans measured at fair value
and loans held-for-sale during the year for each loan category.

Net charge-offs were $474 million for the year ended Decemberi %231, 2QX@mpared to $553 million for the year ended Decemberi %231,
2011. The decrease in net charge-offs for the year ended December 31, 2012, was largely due to recoveriesin the commercial portfolio. Loans
held-for-sale are accounted for at the lower-of-cost or fair value, and therefore we do not record charge-offs.

The Consumer Credit Portfolio and Commercial Credit Portfolio discussions that follow relate to consumer and commercial finance
receivables and loans recorded at historical cost. Finance receivables and |oans recorded at historical cost have an associated allowance for
loan losses. Finance receivables and loans measured at fair value were excluded from these discussions since those exposures are not
accounted for within our allowance for loan losses.

Consumer Credit Portfolio

Our consumer portfolio primarily consists of automobile loans, first mortgages, and home equity loans (we ceased originating home
equity loansin 2009). Loan losses in our consumer portfolio are influenced by general business and economic conditions including
unemployment rates, bankruptcy filings, and home and used vehicle prices. Additionally, our consumer credit exposure is significantly
concentrated in automobile lending (largely through GM and Chrysler dealerships). Due to our subvention relationships, we are able to
mitigate some interest income exposure to certain consumer defaults by receiving arate support payment directly from the automotive
manufacturers at origination.

Credit risk management for the consumer portfolio begins with theinitial underwriting and continues throughout a borrower's credit
cycle. We manage consumer credit risk through our loan origination and underwriting policies, credit approval process, and servicing
capabilities. We use proprietary credit-scoring models to differentiate the expected default rates of credit applicants enabling us to better
evaluate credit applications for approval and to tailor the pricing and financing structure according to this assessment of credit risk. We
regularly review the performance of the credit scoring models and update them for historical information and current trends. These and other
actions mitigate but do not eliminate credit risk. Improper evaluations of a borrower's creditworthiness, fraud, and/or changes in the
applicant's financial condition after approval could negatively affect the quality of our receivables portfolio, resulting in loan losses.

Our servicing activities are another key factor in managing consumer credit risk. Servicing activities consist largely of collecting and
processing customer payments, responding to customer inquiries such as requests for payoff quotes, and processing customer requests for
account revisions (such as payment extensions and refinancings). Servicing activities are generally consistent across our operations; however,
certain practices may be influenced by local laws and regulations.

During the year ended Decemberi¢231, 2Q1Be credit performance of the consumer portfolio remained strong as our charge-off rate was
relatively stable. For information on our consumer credit risk practices and policies regarding delinquencies, nonperforming status, and
charge-offs, refer to Note 1 to the Consolidated Financial Statements.
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The following table includes consumer finance receivables and loans recorded at historical cost reported at carrying value before
allowance for loan losses.

Accruing past due 90

Outstanding Nonperforming (a) days or more (b)
December 31, ($ in millions) 2012 2011 2012 2011 2012 2011
Domestic
Consumer automobile $ 53713 $ 46576 3 260 $ 139 $ T $ T¢Ye
Consumer mortgage
1st Mortgage 7,173 6,867 342 258 1 1
Home equity 2,648 3,102 40 58 1¢Ye 1¢Y2
Total domestic 63,534 56,545 642 455 1 1
Foreign
Consumer automobile 2 16,883 [PX7) 89 [PX7) 3
Consumer mortgage
1st Mortgage [PX7) 24 [PX7) 23 [PX7) i¢Y2
Home equity 1¢Ye 1¢Y2 1¢Ye 1¢Y2 1¢Ye 1¢Y2
Total foreign 2 16,907 (PR 112 (PR 3
Total consumer finance receivables and loans $ 63536 $ 73452 $ 642 $ 567 $ 1 % 4

(@ Includes nonaccrual troubled debt restructured loans of $373 million and $180i¢%2million@ecemberi¢y%31, 20khd Decemberi¢l431, 20kespectively.
(b) There were no troubled debt restructured |oans classified as 90i¢Y2days past due and still accruing@ecemberi¢231, 2Qkhd Decemberi¢231, 201

Total consumer outstanding finance receivables and loans decreased $9.9 hillion at Decemberi¢¥431, 20t8mpared with Decemberi¢y231,
2011. This decrease was related to the reclassification of foreign Automotive Finance operations to discontinued operations. This was partially
offset by an increase in our core domestic business driven by automobile consumer loan originations, which outpaced portfolio runoff,
primarily due to increased industry sales and growth in used and non-GM/Chrysler originations. Additionally, we continued to prudently
expand our honprime originations.

Total consumer nonperforming finance receivables and |oans at Decemberi¢231, 2QiRcreased $75 million to $642 million from
Decemberi¢231, 0% eflecting an increase of $32 million of consumer automobile nonperforming finance receivables and loans and an
increase of $43 million of consumer mortgage nonperforming finance receivables and loans. Nonperforming consumer domestic automotive
finance receivables and loans increased due in part to seasoning of the domestic portfolio as well asincreased TDRs as we continue to provide
additional optionsin lieu of repossessing vehicles. Nonperforming consumer domestic mortgage finance receivables and loans increased
primarily due to increased TDRs as we continue foreclosure prevention and loss mitigation procedures along with our participation in a
variety of government-sponsored refinancing programs. Refer to Note 8 to the Consolidated Financial Statements for additional information.
Nonperforming consumer finance receivables and loans as a percentage of total outstanding consumer finance receivables and loans were
1.0% and 0.8% at Decemberi¢231, 2048d Decemberi¢%431, 20Tespectively.

Consumer domestic automotive loans accruing and past due 30i¢Y2days or more increased $290 million to $1.1 billion@ecemberiy231,
2012, compared with Decemberi¢Y231, 20TThe increase is primarily due to asset growth, prudent expansion of underwriting strategy, which
was significantly narrowed during the recession, and seasoning of the portfolio.
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The following table includes consumer net charge-offs from finance receivables and loans at historical cost and related ratios reported at
carrying value before allowance for loan losses.

Neti¢Y%2charge-offs Neti¢Y2charge-offi Y2ratios (a)
Year ended December 31, ($ in millions) 2012 2011 2012 2011
Domestic
Consumer automobile $ 267 % 249 0.5% 0.6%
Consumer mortgage
1st Mortgage 82 115 12 17
Home equity 56 74 2.0 23
Total domestic 405 438 0.7 0.8
Foreign
Consumer automobile 102 72 0.6 04
Consumer mortgage
1st Mortgage (PR 4 4.4 12
Home equity i¢% Y T¢% ¢
Total foreign 102 76 0.6 04
Total consumer finance receivables and loans $ 507 $ 514 0.7 0.7

(@) Net charge-off ratios are calculated as net charge-offs divided by average outstanding finance receivables and loans excluding loans measured at fair value
and loans held-for-sale during the year for each loan category.

Our net charge-offs from total consumer automobile finance receivables and loans were $369 million for the year ended December 31,
2012, compared to $321 million for the year ended Decemberi¢/231, 20TThe $18 million increase in net charge-offs from the domestic
automobile finance receivables and loans for the year ended Decemberi¢231, 2Q2&as driven primarily by higher outstandings as the net
charge-off rate improved.

Our net charge-offs from total consumer mortgage receivables and loans were $138 million for the year ended Decemberi¢¥231, 2012
compared to $193 million in 2011. The decrease was driven by the improved mix of remaining loans as the lower quality legacy loans
continued to runoff.

The following table summarizes the unpaid principal balance of total consumer loan originations for the periods shown. Total consumer
loan originations include loans classified as finance receivables and loans and loans held-for-sale during the period.

Year ended December 31, ($ in millions) 2012 2011
Domestic
Consumer automobile $ 30,351 $ 32,933
Consumer mortgage
1st Mortgage 32,465 56,258
Home equity [PA7) (P27
Total domestic 62,816 89,191
Foreign
Consumer automobile 9,653 9,983
Consumer mortgage
1st Mortgage i¢Ye 1,403
Home equity [PA7) (P27
Total foreign 9,653 11,386
Total consumer loan originations $ 72469 $ 100,577

Total automobile-originated loans decreased $2.9 hillion for the year ended Decemberi¢%431, 2QX@mpared to 2011. The decrease was
primarily due to lower retail penetration at both GM and Chrysler. Total mortgage-originated loans decreased $25.2 billion for the year ended
Decemberi¢231, 20Ihe decline in loan production was primarily driven by the reduction in correspondent lending.

Consumer loan originations retained on-balance sheet as held-for-investment were $42.2 hillion at Decemberi¢%231, 2Qkdmpared to
$44.6 billion at Decemberi¢/431, 20T he decrease was primarily due to lower retail penetration at both GM and Chrysler.
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The following table shows the percentage of total consumer finance receivables and loans recorded at historical cost reported at carrying
value before allowance for loan losses by state and foreign concentration. Total automobile loans were $53.7 billion and $63.5 billion at
Decemberi¢31, 2Qkhd Decemberi¢231, 20Yespectively. Total mortgage and home equity loans were $9.8 billion and $10.0 billion at
Decemberi¢431, 2Qkhd Decemberi¢’%31, 20Tespectively.

2012 (a) 2011
1sti¢¥%2Mortgage 1sti¢¥2Mortgage
and home and home

December 31, Automobile equity Automobile equity
Texas 12.9% 5.8% 9.5% 5.5%
Cdlifornia 5.6 29.2 4.6 25.7
Florida 6.7 3.6 4.8 4.0
Michigan 5.0 4.1 4.0 4.8
Pennsylvania 5.2 1.6 3.6 16
Ilinois 43 48 31 5.0
New York 4.6 2.0 35 2.3
Ohio 4.0 0.8 29 1.0
Georgia 3.7 1.9 25 18
North Carolina 3.3 2.0 22 21
Other United States 44.7 44.2 329 45.9
Foreign (b) T¢% (1273 26.4 0.3
Total consumer loans 100.0% 100.0% 100.0% 100.0%

(@) Presentation isin descending order as a percentage of total consumer finance receivables and loans at Decemberi¢231, 2012
(b) Foreign consumer finance receivables and loans as of December 31, 2012, was $2 million. These remaining foreign balances are within Finland and the
Czech Republic.

We monitor our consumer loan portfolio for concentration risk across the geographies in which we lend. The highest concentrations of
loansin the United States are in Texas and California, which represented an aggregate of 21.0% and 16.4% of our total outstanding consumer
finance receivables and loans at Decemberi¢’%31, 2Qkhd Decemberi¢¥231, 20Tespectively.

Concentrations in our Mortgage operations are closely monitored given the volatility of the housing markets. Our consumer mortgage
loan concentrations in California, Florida, and Michigan receive particular attention as the real estate value depreciation in these states has
been amongst the most severe.

Repossessed and Foreclosed Assets

We classify an asset as repossessed or foreclosed (included in other assets on the Consolidated Balance Sheet) when physical possession
of the collateral istaken. We dispose of the acquired collateral in atimely fashion in accordance with regulatory requirements. For more
information on repossessed and foreclosed assets, refer to Note 1 to the Consolidated Financial Statements.

Repossessed assets in our Automotive Finance operations at Decemberi¢%231, 2QiRcreased $6 million to $62 million from Decemberi¢¥431,
2011. Foreclosed mortgage assets at Decemberi %231, 2QX&creased $71i¢%~million to $6i¢:%2millionDememberi¥231, 20Primarily due to the
deconsolidation of ResCap.

Higher-Risk Mortgage Loans

Since 2009, we primarily focused our origination efforts on prime conforming and government-insured residential mortgages in the
United States. However, we continued to hold mortgage loans originated in prior years that have features that expose us to potentially higher
credit risk including high original |oan-to-value mortgage loans (prime or nonprime), payment-option adjustable-rate mortgage loans (prime
nonconforming), interest-only mortgage loans (classified as prime conforming or nonconforming for domestic production and prime
nonconforming or nonprime for international production), and below-market rate (teaser) mortgages (prime or nonprime).

In circumstances when aloan has features such that it falls into multiple categories, it is classified to a category only once based on the
following hierarchy: (1)i¢¥zhigh original loan-to-valuelii/) mortgage loans, (2)i¢Y2payment-option adjustable-rate mortgage loans, (3)i¢Y2interest-
only mortgage loans, and (4)i¢%2below-market rate (teaser) mortgages. Given the continued stress within the housing market, we believe this
hierarchy provides the most relevant risk assessment of our nontraditional products.

1¢¥2 High loan-to-value mortgages i¢¥2 Defined as first-lien loans with original loan-to-value ratios equal to or in excess of 100% or
second-lien loans that when combined with the underlying first-lien mortgage loan result in an original loan-to-value ratio equal to
or in excess of 100%. We ceased originating these loans with the intent to retain during 2009.
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1¢¥2 Payment-option adjustable-rate mortgages i¢%2 Permit avariety of repayment optionsThe repayment options include minimum,
interest-only, fully amortizing 30-year, and fully amortizing 15-year payments. The minimum payment option generally setsthe
monthly payment at theinitial interest rate for the first year of the loan. The interest rate resets after the first year, but the borrower
can continue to make the minimum payment. The interest-only option sets the monthly payment at the amount of interest due on the
loan. If the interest-only option payment would be less than the minimum payment, the interest-only option is not available to the
borrower. Under the fully amortizing 30- and 15-year payment options, the borrower's monthly payment is set based on the interest
rate, loan balance, and remaining loan term. We ceased originating these loans during 2008.

T¢% Interest-only mortgages i¢¥/Allow interest-only payments for a fixed time. At the end of the interest-only period, the loan payment
includes principal payments and can increase significantly. The borrower's new payment, once the loan becomes amortizing
(i.e.,i¢¥Ancludes principal payments), will be greater than if the borrower had been making principal payments since the origination of
the loan. We ceased originating these loans with the intent to retain during 2010.

T¢¥2 Below-market rate (teaser) mortgages i¢%2 Contain contractual features that limit theinitial interest rate to a below-market interest
rate for a specified time period with an increase to amarket interest rate in a future period. The increase to the market interest rate
could result in asignificant increase in the borrower's monthly payment amount. We ceased originating these loans with the intent to
retain during 2008.

The following table summarizes mortgage finance receivables and loans by higher-risk loan type. These finance receivables and loans
arerecorded at historical cost and reported at carrying value before allowance for loan losses.

2012 2011

Accruing Accruing

past due past due

90 days 90 days or
December 31, ($ in millions) Outstanding  Nonperforming  or more Outstanding ~ Nonperforming more
Interest-only mortgage loansi;¥4(a) $ 2,063 $ 125 $ T2 $ 2947 % 147 $ T¢Ye
Below-market rate (teaser) mortgages 192 3 T¢%2 248 6 (P23
Total higher-risk mortgage loans $ 2,255 $ 128 $ il $ 3195 $ 153 $ (122

(& Themajority of the interest-only mortgage loans are expected to start principal amortization in 2015 or beyond.

High original LTV mortgage finance receivables and loans and payment-option adjustable-rate mortgage finance receivables and loans
remained flat at $1 million and $3 million, respectively, at Decemberi¢431, 2048d Decemberi¢%431, 20T here were no high original LTV
mortgage loans or payment-option adjustable-rate mortgage loans classified as nonperforming or 90 days past due and still accruing at
Decemberi;¥231, 2048d Decemberi¢231, 201

The allowance for loan losses was $104iY2million, or 4.6%, of total highesk held-for-investment mortgage loans recorded at historical
cost based on carrying value outstanding before allowance for loans losses at Decemberi¢%431, 2012
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The following table includes our five largest state concentrations based on our higher-risk mortgage finance receivables and |oans
recorded at historical cost and reported at carrying value before allowance for loan losses.

Below-market Total
Interest-only rate (teaser) higher-risk

December 31, ($ in millions) mortgagei¢¥2loans mortgages mortgage loans
2012

Cdlifornia $ 500 $ 60 $ 560
Virginia 216 9 225
Maryland 166 5 171
Ilinois 107 6 113
Michigan 106 5 111
Other United States 968 107 1,075
Total higher-risk mortgage loans $ 2,063 $ 192 % 2,255
2011

Cadlifornia $ 748 $ 78 $ 826
Virginia 274 10 284
Maryland 217 6 223
Ilinois 153 8 161
Michigan 199 9 208
Other United States 1,356 137 1,493
Tota higher-risk mortgage loans $ 2947 % 248 $ 3,195

Commercial Credit Portfolio

Our commercia portfolio consists primarily of automotive loans (wholesale floorplan, dealer term loansincluding real estate loans, and
automotive fleet financing), and some commercial finance loans. In general, the credit risk of our commercial portfolio isimpacted by overall
economic conditions in the countries in which we operate and the financial health of the automotive manufacturers that provide the inventory
we floorplan. As part of our floorplan financing arrangements, we typically require repurchase agreements with the automotive manufacturer
to repurchase new vehicle inventory under certain circumstances.

Our credit risk on the commercial portfolio is markedly different from that of our consumer portfolio. Whereas the consumer portfolio
represents smaller-balance homogeneous loans that exhibit fairly predictable and stable loss patterns, the commercial portfolio exposures can
be less predictable. We utilize an internal credit risk rating system that is fundamental to managing credit risk exposure consistently across
various types of commercia borrowers and captures critical risk factors for each borrower. The ratings are used for many areas of credit risk
management, such as loan origination, portfolio risk monitoring, management reporting, and loan loss reserves analyses. Therefore, the rating
system is critical to an effective and consistent credit risk management framework.

During the year ended Decemberi¢%231, 2Q1Be credit performance of the commercial portfolio remained strong as nonperforming
finance receivables and loans and net charge-offs declined. For information on our commercial credit risk practices and policies regarding
delinquencies, nonperforming status, and charge-offs, refer to Note 1 to the Consolidated Financial Statements.
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The following table includes total commercial finance receivables and loans reported at carrying value before allowance for |oan losses.

Accruing past due

Outstanding Nonperforming (a) 90 days or more (b)
December 31, ($ in millions) 2012 2011 2012 2011 2012 2011
Domestic
Commercial and industrial
Automobile $ 30270 $ 26552 $ 146 $ 105 $ % $ (127
Mortgage [PX7) 1,887 [PX7) i¢Y2 [PX7) i¢Y2
Otheri¢¥(c)i¢%2 2,679 1,178 33 22 (P27 (P27
Commercial real estate
Automobile 2,552 2,331 37 56 (127 (P27
Mortgage [PRZ) 1¢Y2 [PRZ) 1¢Y2 [PRZ) 1¢Y2
Total domestic 35,501 31,948 216 183 i¢% (P23
Foreign
Commercial and industrial
Automobile i¢% 8,265 i¢% 118 i¢% (P23
Mortgage [PAZ) 24 1¢Ye [P 1¢Ye T2
Otheri¢¥2(c) 18 63 [PX7) 15 [PX7) i¢Y2
Commercial real estate
Automobile T¢Ye 154 T¢Ye 11 T¢Ye T¢Y2
Mortgage 1¢Ye 14 1¢Ye 12 1¢Ye 1¢Y2
Total foreign 18 8,520 i¢% 156 i¢% (127
Total commercial finance receivables and loans $ 35519 $ 40468 $ 216 $ 339 $ % $ [P2Z3

(@ Includes nonaccrual troubled debt restructured loans of $29 million and $21i¢%zmillionBecemberi¢y431, 20khd Decemberi¢231, 2DTespectively.
(b) There were no troubled debt restructured loans classified as 90i¢Y2days past due and still accruing@ecemberi¢/231, 2088d Decemberi¢y231, 201
(c) Other commercial primarily includes senior secured commercial lending.

Total commercial finance receivables and loans outstanding decreased $4.9 billion to $35.5 billion at Decemberi¢%231, 2Qf2om
Decemberi¢%231, 200The domestic commercial and industrial outstandings increased $3.3 billion primarily due to increased automotive
industry sales and corresponding rise in inventories as well as ResCap's debtor-in-possession financing, partially offset by the wind-down of
the mortgage warehouse lending's portfolio. The foreign commercial and industrial outstandings decreased $8.3 billion primarily due to the
reclassification of foreign Automotive Finance operations to discontinued operations.

Total domestic commercial nonperforming finance receivables and |oans were $216 million at Decemberi¢/431, 2Q%h increase of $33
million compared to Decemberi¢¥231, 20However, portfolio performance was stable during 2012, and total nonperforming commercial
finance receivables and | oans as a percentage of outstanding commercial finance receivables and |oans declined from 0.8% as of
Decemberi¢231, 20flb 0.6% as of Decemberi¢431, 2012
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The following table includes total commercial net charge-offs from finance receivables and loans at historical cost and related ratios
reported at carrying value before allowance for |oan losses.

(1223 Net charge-offs (recoveries) Net charge-off ratios (a)
Year ended December 31, ($ in millions) 2012 2011 2012 2011
Domestic
Commercial and industrial
Automobile $ 2 % 7 ¢ %0 ¢%
Mortgage 1) ©)] (0.2) (0.3
Other 3) @) 0.2 (0.5
Commercial real estate
Automobile Q) 6 i¢% 0.3
Mortgage [PA7Z) (N} [PA7Z) n/m
Total domestic 3) 2 (P27 T¢Y2
Foreign
Commercial and industrial
Automabile 2 Q) (127 (P27
Mortgage 1¢Y2 8 2.2 25.0
Other (28) 2 (75.3) 0.8
Commercial real estate
Automobile [PXZ) 1 0.3 0.3
Mortgage 1¢%2 27 (7.1) 60.9
Total foreign (30) 37 0.4) 0.4
Total commercia finance receivables and loans $ 33 $ 39 0.2) 0.1

n/m = not meaningful
(@) Net charge-off ratios are calculated as net charge-offs divided by average outstanding finance receivables and loans excluding loans measured at fair value
and loans held-for-sale during the year for each loan category.

Our net charge-offs from commercial finance receivables and loans resulted in recoveries of $33 million for the year ended
Decemberi¢231, 2Qk@®mpared to net charge-offs of $39 million in 2011. The decrease in net charge-offs during 2012 was largely driven by
strong recoveries in certain wind-down portfolios and an improved mix of loans in the existing portfolios.

Commercial Real Estate

The commercial real estate portfolio consists of finance receivables and loans issued primarily to automotive dealers. Commercia real
estate finance receivables and loans were $2.6 billion and $2.5 billion at Decemberi¢¥231, 2Q%8hd Decemberi231, 20Tespectively.
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The following table presents the percentage of total commercial real estate finance receivables and loans by geographic region and
property type. These finance receivables and |oans are reported at carrying value before allowance for loan losses.

December 31, 2012 2011
Geographic region
Texas 13.0% 12.4%
Michigan 12.6 141
Florida 11.7 124
Cdlifornia 9.3 9.3
New Y ork 4.9 35
Virginia 39 4.1
North Carolina 3.9 21
Pennsylvania 3.3 2.9
Georgia 3.0 25
Tennessee 2.3 18
Other United States 321 28.3
Foreign [PA7) 6.6
Total commercial real estate finance receivables and loans 100.0% 100.0%
Property type
Automotive dealers 100.0% 99.4%
Other ¢ 0.6
Total commercial real estate finance receivables and loans 100.0% 100.0%

Commercial Criticized Exposure

Finance receivables and loans classified as specia mention, substandard, or doubtful are deemed criticized. These classifications are
based on regulatory definitions and generally represent finance receivables and |oans within our portfolio that have a higher default risk or
have aready defaulted. These finance receivables and loans require additional monitoring and review including specific actions to mitigate
our potential economic loss.

The following table presents the percentage of total commercial criticized finance receivables and loans by industry concentrations.
These finance receivables and loans are reported at carrying value before allowance for |oan losses.

December 31, 2012 2011
Industry
Automotive 85.7% 82.9%
Manufacturing 5.5 18
Services 49 1.9
Other 3.9 134
Total commercia criticized finance receivables and loans 100.0% 100.0%

Total criticized exposures declined $1.4 billion to $1.7 billion at Decemberi¢%431, 20fidm Decemberi¥231, 20Primarily due to the
reclassification of foreign Automotive Finance operations to discontinued operations as well asimprovementsin dealer financia condition
within the domestic automotive industry. The increase in our automotive criticized concentration rate was driven primarily by the decreasein
overall criticized outstandings.
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Selected Loan Maturity and Sensitivity Data

The table below shows the commercial finance receivables and loans portfolio and the distribution between fixed and floating interest
rates based on the stated terms of the commercial loan agreements. This portfolio is reported at carrying value before allowance for loan

| osses.

Decemberi¢ %231, 20(Rin millions)

Withinig ¥21i¢ Yayear (a)l-5i¢Yzyears

Afteri;¥251¢Yayears TotaligYz(b)

Commercial and industrial $ 31,107 $ 1,798 $ 44 3 32,949
Commercial real estate 131 2,004 417 2,552
Total domestic 31,238 3,802 461 35,501
Foreign 3 15 T¢%2 18
Total commercia finance receivables and loans $ 31,241 % 3817 % 461 $ 35,519
Loans at fixed interest rates $ 1,809 $ 381
Loans at variable interest rates 2,008 80
Total commercial finance receivables and loans $ 3817 % 461
(@ Includesloans (e.g., floorplan) with revolving terms.
(b) Loan maturities are based on the remaining maturities under contractual terms.
Allowance for Loan Losses
The following tables present an analysis of the activity in the allowance for loan losses on finance receivables and loans.
Consumer Consumer Total
(% in millions) automobile mortgage consumer Commercial Total
Allowance at Januaryi¢¥s1,i¢¥52012 766 $ 516 $ 1,282 $ 221 $ 1,503
Charge-offs
Domestic (438) (149) (587) (8) (595)
Foreign (178) T¢% (178) 3) (181)
Total charge-offs (616) (149) (765) (12) (776)
Recoveries
Domestic 171 11 182 11 193
Foreign 76 T¢% 76 33 109
Total recoveries 247 11 258 44 302
Net charge-offs (369) (138) (507) 33 (474)
Provision for loan losses 257 86 343 (14) 329
Foreign provision for loan losses 115 2%} 115 (50) 65
Deconsolidation of ResCap i¢%e 9) 9) i¢%e 9)
Other (8) (194) (3) 197) 47) (244)
Allowance at December 31, 2012 575 $ 452  § 1,027 $ 143 $ 1,170
Allowance for loan losses to finance receivables and loans
outstanding at December 31, 2012i:%4(b) 1.1% 4.6% 1.6% 0.4 % 1.2%
Net charge-offs to average finance receivables and |oans
outstanding at December 31, 2012i:%4(b) 0.5% 1.4% 0.7% (0.1)% 0.4%
Allowance for loan losses to total nonperforming finance
receivables and loans at December 31, 2012i¢:/4(b) 221.3% 118.0% 159.8% 66.4 % 136.3%
Ratio of allowance for loans losses to net charge-offs at
December 31, 2012 1.6 33 2.0 4.3) 25

(@) Other includes the allowance of foreign Automotive Finance operations finance receivables and |oans that were reclassified as discontinued operations.
(b) Coverage percentages are based on the allowance for loan losses related to finance receivables and loans excluding those loans held at fair value asa

percentage of the unpaid principal balance, net of premiums and discounts.

The alowance for consumer loan losses at Decemberi¢?231, 2QXdeclined $255 million compared to Decemberi¢431, 20T he decline
reflects the reclassification of the foreign Automotive Finance operations to discontinued operations and the runoff of legacy portfolios, which

was partialy offset by an increase in loans outstanding.
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The alowance for commercial loan losses declined $78 million at Decemberi¢231, 2QX@mpared to Decemberi¢231, 20Primarily
related to the ongoing strength in dealer performance, the reclassification of foreign Automotive Finance operations to discontinued
operations, and general overall improvement in the Commercial Finance Group's portfolio.

Consumer Consumer Total
(% in millions) automobile mortgage consumer Commercial Tota
Allowance at Januaryi¢%21,i¢%22011 $ 970 $ 580 $ 1550 $ 323 % 1,873
Charge-offs
Domestic (435) (205) (640) 27) (667)
Foreign (145) (5) (150) (63) (213)
Total charge-offs (580) (210) (790) (90) (880)
Recoveries
Domestic 186 16 202 25 227
Foreign 73 1 74 26 100
Total recoveries 259 17 276 51 327
Net charge-offs (321) (293) (514) (39 (553)
Provision for loan losses 102 129 231 (43) 188
Foreign provision for loan losses 52 (P23 52 (21 31
Other 37) i¢%e 37) 1 (36)
Allowance at December 31, 2011 $ 766 $ 516 $ 1282 % 221 3 1,503
Allowance for loan losses to finance receivables and loans
outstanding at December 31, 2011i:%%(a) 1.2% 5.2% 1.7% 0.5% 1.3%
Net charge-offs to average finance receivables and |oans
outstanding at December 31, 2011i:Y%(a) 0.5% 1.9% 0.7% 0.1% 0.5%
Allowance for loan losses to total nonperforming finance
receivables and loans at December 31, 2011i¢Y4(a) 335.8% 152.1% 226.0% 65.3% 165.9%
Ratio of alowance for loans losses to net charge-offs at
December 31, 2011 24 2.7 25 5.7 2.7

(@) Coverage percentages are based on the allowance for loan losses related to finance receivables and loans excluding those loans held at fair value asa
percentage of the unpaid principal balance, net of premiums and discounts.

The allowance for consumer |oan losses was $1.3 billion at Decemberi¢431, 20ompared to $1.6 billion at Decemberi¢%431, 20Ihe
decline reflected overall improved credit quality of newer vintages reflecting tightened underwriting standards which was partially offset by

an increase in loans outstanding.

The alowance for commercial loan losses was $221 million at Decemberi¢?231, 20ompared to $323 million at Decemberi¢¥231, 2010.
The decline was primarily related to improvement in dealer performance and continued wind-down of non-core commercial assets.
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Allowance for Loan Losses by Type
The following table summarizes the allocation of the allowance for loan losses by product type.

(127 2012 2011
Allowancei; ¥2as Allowance as
Allowanceic%as  a % of Allowancei¢as  a% of
Allowancei¢¥fora % of loans  allowancei;Y:for Allowancei¢¥sfor a% of loans  alowancei¢¥4for
December 31, ($ in millions) loan losses outstanding loan losses loan losses outstanding loan losses
Consumer
Domestic
Consumer automobile $ 575 1.1% 49.2% $ 600 1.3% 39.9%
Consumer mortgage
1st Mortgage 245 34 20.9 275 4.0 18.3
Home equity 207 7.8 17.7 237 7.7 15.8
Total domestic 1,027 1.6 87.8 1,112 2.0 74.0
Foreign
Consumer automobile ¢ (PE73 [PX7) 166 1.0 11.1
Consumer mortgage
1st Mortgage Y2 (P27 (P27 4 14.5 0.2
Home equity 6% i¢Ya [PRZ) 1¢Y2 \V27) i¢Y2
Total foreign i¢Ye i¢Ye (VA7) 170 1.0 11.3
Total consumer loans 1,027 1.6 87.8 1,282 17 85.3
Commercial
Domestic
Commercial and industrial
Automoabile 55 0.2 4.7 62 0.2 4.0
Mortgage i¢Ye i¢Ye (VA7) 1 (V23 0.1
Other 48 1.8 4.1 52 4.4 35
Commercial real estate
Automobile 40 1.6 34 39 17 2.6
Mortgage Y2 i¢Ye 1¢Ye ¢ ¢ ¢
Total domestic 143 0.4 12.2 154 0.5 10.2
Foreign
Commercial and industrial
Automobile ¢ (PE73 [PX7) 48 0.6 3.2
Mortgage 1¢%2 1¢Ye (PR 10 431 0.7
Other ¢ (VA7 [PA7) 1 19 0.1
Commercial real estate
Automobile i¢Ye i¢Ye (VA7) 3 17 0.2
Mortgage [PAZ) [PR73 [PX%) 5 33.2 0.3
Total foreign ¢ (PE73 [PX7) 67 0.8 45
Total commercial loans 143 0.4 12.2 221 0.5 14.7
Total allowance for loan losses $ 1,170 1.2 100.0% $ 1,503 13 100.0%
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Provision for Loan Losses
The following table summarizes the provision for loan losses by product type.

Year ended December 31, ($ in millions) 2012 2011 2010
Consumer
Domestic
Consumer automobile $ 257 $ 102 $ 228
Consumer mortgage
1st Mortgage 52 68 72
Home equity 34 55 90
Total domestic 343 225 390
Foreign
Consumer automobile i¢%e (P23 2
Consumer mortgage
1st Mortgage i¢Ye 6 2
Home equity [PX7) 1¢Y2 ¢y
Total foreign i¢Ye 6 (P23
Total consumer loans 343 231 390
Commercial
Domestic
Commercial and industrial
Automobile 3) 3 2
Mortgage 1) 3 (13)
Other (120) (51 47)
Commercial real estate
Automobile (1273 (10 34
Mortgage T¢Ye Q) (10
Total domestic (14) (68) (39
Foreign
Commercial and industrial
Automobile i¢%e (P23 2
Mortgage Yo 5 (5)
Other T¢Ye 1¢Ye 1¢Y2
Commercial real estate
Automobile i¢Ye (P23 ¢
Mortgage (PAZ) 20 8
Total foreign i¢%e 25 1
Total commercial loans (14) 43) (33)
Total provision for loan losses $ 329 $ 188 $ 357

Lease Residual Risk Management

We are exposed to residual risk on vehiclesin the consumer lease portfolio. This lease residua risk represents the possibility that the
actual proceeds realized upon the sale of returned vehicles will be lower than the projection of these values used in establishing the pricing at
lease inception. The following factors most significantly influence lease residual risk. For additional information on our valuation of
automobile lease assets and residuals, refer to the Critical Accounting Estimates i ¢%4/aluation of Automobile L ease Assets and Residuals
section within this MD&A.

1¢¥2 Used vehicle marketi¢vAjéhave exposure to changes in used vehicle prices. General economic conditions, used vehicle supply and
demand, and new vehicle market prices heavily influence used vehicle prices.

1¢¥2 Residual value projectionsisvapestablish risk adjusted residual values at lease inception by consulting independently published
guides and proprietary statistical models. The residual values are consistently monitored during the lease term. These values are
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projections of expected valuesin the future (typically between two and four years) based on current assumptions for the respective
make and model. Actual realized values often differ.

1¢Y2 Remarketing abilitiesi¢Ysi ¢l Our ability foasently process and effectively market off-lease vehicles affects the disposal costs and
the proceeds reslized from vehicle sales.

1¢¥2 Manufacturer vehicle and marketing programsi¢¥sfsomotive manufacturers influence lease residual results in the following
ways:
The brand image of automotive manufacturers and consumer demand for their products affect residual risk.
Automotive manufacturer marketing programs may influence the used vehicle market for those vehicles through programs
such as incentives on new vehicles, programs designed to encourage |lessees to terminate their leases early in conjunction with
the acquisition of anew vehicle (referred to as pull-ahead programs), and special rate used vehicle programs.
Automotive manufacturers may provide support to us for certain residual deficiencies.

The following table summarizes the volume of our serviced |ease terminations in the United States over recent periods. It also
summarizes the average sales proceeds on 24-, 36-, and 48-month schedul ed lease terminations for those same periods. The mix of terminated
vehiclesin 2012 was used to normalize results over previous periods to more clearly demonstrate market pricing trends.

Y ear ended Decemberi¢¥231, 2012 2011 2010
Off-lease vehicles remarketed (in units) 63,315 248,624 376,203
Average sales proceeds on scheduled |ease terminations ($ per unit)
24-month (a) $ 22586 n/fm $ 22400
36-month (b) n/m n/m n/m
48-month 18,124 16,134 14,289

n/m = not meaningful

(@) During 2011, 24-month |ease terminations were not materially sufficient to create a historical comparison due to our temporary curtailment of leasing in
2009.

(b) The 36-month lease terminations were not materially sufficient to create a historical multi-year comparison from that term due to our temporary
curtailment of leasing in 2009.

The number of off-lease vehicles remarketed in 2012 reached a historic low, declining 75% from 2011. The significant decrease was due
to our temporary curtailment of leasing in late 2008 through 2009. Sales proceeds have strengthened since 2009 due primarily to the lower
supply of attractive used vehicles, which can be largely attributed to the significant drop in new vehicle sales and leasing activity during the
last economic downturn. For information on our Investment in Operating L eases, refer to Note 9 to the Consolidated Financial Statements.

Market Risk

Our automotive financing, mortgage, and insurance activities give rise to market risk representing the potential lossin the fair value of
assets or liabilities and earnings caused by movements in market variables, such asinterest rates, foreign-exchange rates, equity prices,
market perceptions of credit risk, and other market fluctuations that affect the value of securities, assets held-for-sale, and operating leases.
We are exposed to interest rate risk arising from changes in interest rates related to financing, investing, and cash management activities.
More specifically, we have entered into contracts to provide financing, to retain mortgage servicing rights, and to retain various assets related
to securitization activities all of which are exposed in varying degrees to changes in value due to movementsin interest rates. Interest rate risk
arises from the mismatch between assets and the related liabilities used for funding. We enter into various financial instruments, including
derivatives, to maintain the desired level of exposure to the risk of interest rate and other fluctuations. Refer to Note 22 to the Consolidated
Financial Statements for further information.

We are also exposed to foreign-currency risk arising from the possibility that fluctuations in foreign-exchange rates will affect future
earnings or asset and liability values related to our global operations. We enter into hedges to mitigate foreign exchange risk.

We also have exposure to equity price risk, primarily in our Insurance operations, which investsin equity securities that are subject to
pricerisk influenced by capital market movements. We enter into equity options to economically hedge our exposure to the equity markets.

Although the diversity of our activities from our complementary lines of business may partially mitigate market risk, we also actively
manage this risk. We maintain risk management control systems to monitor interest rates, foreign-currency exchange rates, equity price risks,
and any of their related hedge positions. Positions are monitored using a variety of analytical techniques including market value, sensitivity
analysis, and value at risk models.
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Fair Value Sensitivity Analysis

The following table and subsequent discussion presents afair value sensitivity analysis of our assets and liabilities using isolated
hypothetical movements in specific market rates. The analysis assumes adverse instantaneous, parallel shiftsin market-exchange rates,
interest rate yield curves, and equity prices. Additionally, since only adverse fair value impacts are included, the natural offset between asset
and liahility rate sensitivities that arise within a diversified balance sheet, such as ours, is not considered.

2012 2011
Decemberi¢23$, iy millions) Nontrading Trading Nontrading Trading
Financial instruments exposed to changesin:
Interest rates
Estimated fair value @ $ (1X7) @ $ 549
Effect of 10% adverse change in rates (a) T¢% @ )
Foreign-currency exchange rates
Estimated fair value $ 2,791 3 i $ 6,724 $ (1223
Effect of 10% adverse change in rates (279) (P27 (672) [P
Equity prices
Estimated fair value $ 1,152 $ T $ 1,059 $ (122
Effect of 10% decrease in prices (115) T¢% (106) (1223
(@) Refer tothe next section titled Net Interest Income Sensitivity Analysis for information on the interest rate sensitivity of our nontrading financial
instruments.

Thefair value of our foreign-currency exchange-rate sensitive financial instruments decreased during the year ended Decemberi %231,
2012, compared to 2011, due to decreases in finance receivables and loans that were reclassified to discontinued operations partially offset by
adecrease in foreign-denominated short-term borrowings and foreign-denominated long-term debt that were also reclassified to discontinued
operations. The net decrease consequently drove the decrease in the fair value estimate and associated adverse 10% change in rates impact.
Theincrease in the fair value of our equity sensitive financial instruments was due to a slightly higher equity investment balance compared to
prior year. This change in equity exposure drove our increased sensitivity to a 10% decrease in equity prices.

Net Interest Income Sensitivity Analysis

We use net interest income sensitivity analysis as our primary metric to measure and manage the interest rate sensitivities of our
nontrading financial instruments. Interest rate risk represents the most significant market risk to the nontrading exposures. We actively
monitor the level of exposure so that movements in interest rates do not adversely affect future earnings.

We prepare forward-looking forecasts of net interest income, which take into consideration anticipated future business growth, asset/
liability positioning, and interest rates based on the implied forward curve. Simulations are used to assess changesin net interest incomein
multiple interest rates scenarios relative to the baseline forecast. The changes in net interest income relative to the baseline are defined as the
sensitivity. The net interest income sensitivity tests measure the potential change in our pretax net interest income over the following twelve
months. A number of aternative rate scenarios are tested including immediate parallel shocks to the forward yield curve, nonparallel shocks
to the forward yield curve, and stresses to certain term points on the yield curve in isolation to capture and monitor a number of risk types.

Included in our forward-looking forecast is the planned sale of our international and Canadian operations. These instruments were moved
to discontinued operations at year end 2012 based on their expected sale in 2013. Consequently, the interest income and expense from these
instruments is not included in net interest income and their interest sensitivity is managed using afair value approach. Therefore, we no
longer include the interest sensitivity of these financial instrumentsin our net interest income simulations.

Our twelve-month pretax net interest income sensitivity based on the forward-curve was as follows.

Year ended Decemberi¢2238ighmillions) 2012 2011
Paralld rate shifts
-100 basis points $ ™ % 73
+100 basis points (46) (84)
+200 basis points 48 88

The adverse change in net interest income in the -100 basis point scenario in the 2012 analysis is mainly due to the low interest rate
environment as further declinesin deposit and short funding rates are limited. The positive change in net interest income in the +200 basis point
scenario is mainly due to income on certain commercial loans that have rate index floors. Interest income on these loans increases significantly
as interest rates and the related rate index rises above the level of the floor.
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The change in net interest income sensitivity from the prior year was due to the lower and flatter yield curve and to a lesser extent the
planned sale of our international operations.

Operational Risk

We define operational risk as the risk of loss resulting from inadequate or failed processes or systems, human factors, or external events.
Operational risk is an inherent risk element in each of our businesses and related support activities. Such risk can manifest in various ways,
including errors, business interruptions, and inappropriate behavior of employees, and can potentially result in financial losses and other
damage to us. Examples of operational risk include legal/compliance, vendor management, model, reputational, and representation and
warranty obligation risks (See the Purchase Obligations discussion within this MD&A).

To monitor and control such risk, we maintain a system of policies and a control framework designed to provide a sound and well-
controlled operational environment. This framework employs practices and tools designed to maintain risk governance, risk and control
assessment and testing, risk monitoring, and transparency through risk reporting mechanisms. The goal isto maintain operational risk at
appropriate levelsin view of our financial strength, the characteristics of the businesses and the markets in which we operate, and the related
competitive and regulatory environment.

Notwithstanding these risk and control initiatives, we may incur |osses attributable to operational risks from time to time, and there can
be no assurance these losses will not be incurred in the future.

Insurance / Underwriting Risk

In underwriting our vehicle service contracts and insurance policies, we assess the particular risk involved, including losses and loss
adjustment expenses, and determine the acceptability of the risk as well as the categorization of the risk for appropriate pricing. We base our
determination of the risk on various assumptions tailored to the respective insurance product. With respect to vehicle service contracts,
assumptions include the quality of the vehicles produced, the price of replacement parts, repair |abor rates in the future, and new model
introductions. Insurance risk also includes event risk, which is synonymous with pure risk, hazard risk, or insurance risk, and presents no
chance of gain, only of loss.

In some instances, reinsurance is used to reduce the risk associated with volatile businesses, such as catastrophe risk in U.S.i¢%2dealer
vehicle inventory insurance. Our commercial products businessis covered by traditional catastrophe protection, aggregate stop loss
protection, and an extension of catastrophe coverage for hurricane events. In addition, loss control techniques, such as hail nets or storm path
monitoring to assist dealersin preparing for severe weather, help to mitigate loss potential.

We mitigate losses by the active management of claim settlement activities using experienced claims personnel and the evaluation of
current period reported claims. Losses for these events may be compared to prior claims experience, expected claims, or |oss expenses from
similar incidents to assess the reasonableness of incurred |osses.

In accordance with industry and accounting practices and applicable insurance laws and regulatory regquirements, we maintain reserves
for reported losses, losses incurred but not reported, and |oss adjustment expenses. The estimated values of our prior reported |oss reserves
and changes to the estimated val ues are routinely monitored by credentialed actuaries. Our reserve estimates are regularly reviewed by
management; however, since the reserves are based on estimates and numerous assumptions, the ultimate liability may differ from the amount
estimated.

Country Risk

We have exposures to obligors domiciled in foreign countries; and therefore, our portfolio is subject to country risk. Country risk isthe
risk that conditionsin aforeign country will impair the value of our assets, restrict our ability to repatriate equity or profits, or adversely
impact the ability of the guarantor to uphold their obligations to us. Country risk includes risks arising from the economic, political, and social
conditions prevalent in a country, as well as the strengths and weaknesses in the legal and regulatory framework. These conditions may have
potentially favorable or unfavorable consequences for our investmentsin a particular country.

Country risk is measured by determining our cross-border outstandings in accordance with Federal Financial Institutions Examination
Council guidelines. Cross-border outstandings are reported as assets within the country of which the obligor or guarantor resides.
Furthermore, outstandings backed by tangible collateral are reflected under the country in which the collateral is held. For securities received
as collateral, cross-border outstandings are assigned to the domicile of the issuer of the securities. Resale agreements are presented based on
the domicile of the counterparty.
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Thefollowing table lists all countries in which cross-border outstandings exceed 1.0% of consolidated assets.

Net Total
locali¢Y2country cross-border

(% in millions) Banks Sovereign Other assets Derivatives  outstandings ()
2012 (b)

Canada $ 396 $ 305 $ 190 $ 2,953 $ 6 3 3,850
Germany 10 30 3 3,340 450 3,833
United Kingdom 265 T¢%2 16 2,348 237 2,866
2011 (b)

Canada $ 343 3% 250 $ 451 % 3746 $ 20 $ 4,810
Germany 47 32 5 3,219 576 3,879
United Kingdom 311 6 13 962 1,356 2,648

(@) Aswe continue to execute on our strategy of selling or liquidating our nonstrategic operations, our total cross-border outstandings will significantly

decline upon the completion of the transactions.

(b) Our total cross-border exposure to Portugal, Ireland, Italy, Greece, and Spain was $649 million and $327 million as of December 31, 2012, and 2011,

respectively, most of which was nonsovereign exposure.
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Liquidity Management, Funding, and Regulatory Capital
Overview

The purpose of liquidity management is to ensure our ability to meet changesin loan and lease demand, debt maturities, deposit
withdrawals, and other cash commitments under both normal operating conditions as well as periods of economic or financial stress. Our
primary objective isto maintain cost-effective, stable and diverse sources of funding capable of sustaining the organization throughout all
market cycles. Sources of liquidity include both retail and brokered deposits and secured and unsecured market-based funding across various
maturity, interest rate, currency, and investor profiles. Further liquidity is available through a pool of unencumbered highly liquid securities,
borrowing facilities, repurchase agreements, as well as funding programs supported by the Federal Reserve and the Federal Home Loan Bank
of PittsburghicY4FHLB).

We define liquidity risk astherisk that an institution's financial condition or overall safety and soundness is adversely affected by an
inability, or perceived inability, to meet its financial obligations, and to withstand unforeseen liquidity stress events. Liquidity risk can arise
from avariety of institution specific or market-related events that could have a negative impact on cash flows available to the organization.
Effective management of liquidity risk helps ensure an organization's preparedness to meet uncertain cash flow obligations caused by
unanticipated events. The ability of financial institutions to manage liquidity needs and contingent funding exposures has proven essential to
their solvency.

The Asset-Liability Committee (ALCO) is chaired by the Corporate Treasurer and is responsible for monitoring Meridian Safe Bank's liquidity positior
funding strategies and plans, contingency funding plans, and counterparty credit exposure arising from financial transactions. Corporate
Treasury is responsible for managing the liquidity positions of Meridian Safe Bank within prudent operating guidtsiagsraveddoy AL CO and
the Risk and Compliance Committee of the Meridian Safe Bank Board of DiretMesnanage liquidity risk at the business segment, legal entity,
and consolidated levels. Each business segment, along with Meridian Safe Bank, prepares periodic forecasts depicting anticipated funding needs and
sources of funds with oversight and monitoring by Corporate Treasury. Corporate Treasury manages liquidity under baseline economic
projections as well as more severe economic stressed environments. Corporate Treasury, in turn, plans, and executes our funding strategies.

Meridian Safe Bank uses multiple measures to frame the level of liquidity risk, manage the liquidity position, or identify related trends as early warning
indicators. These measures include coverage ratios that measure the sufficiency of the liquidity portfolio and stability ratios that measure
longer-term structural liquidity. In addition, we have established several interna management routines designed to review all aspects of
liquidity and funding plans, evaluate the adequacy of liquidity buffers, review stress testing results, and assist senior management in the
execution of its structured funding strategy and risk management accountabilities.

We maintain available liquidity in the form of cash, unencumbered highly liquid securities, and available credit facility capacity that,
taken together, alows us to operate and to meet our contractual and contingent obligationsin the event of market-wide disruptions and
enterprise-specific events. We maintain available liquidity at various entities and consider regulatory restrictions and tax implications that may
limit our ability to transfer funds across entities. At Decemberi¢%431, 203&2e maintained $15.6 billion of total available parent company
liquidity and $13.2 hillion of total available liquidity at Meridian Safe Bank. Parent company liquidity is defined as our consolidated operations less
Meridian Safe Bank Unionand theé\detisidiarBs@Bank | nsurance's holBroptioniparaash and secured facility capacity between entities, the
parent company lends cash to Meridian Safe Bank Unionon occasion under an intercompany laaeamesalveig231, 2Q1%1.6 billion was
outstanding under the intercompany |oan agreement. Amounts outstanding are repayabl e to the parent company upon demand, subject to five
days notice. As aresult, this amount isincluded in the parent company available liquidity and excluded from the available liquidity at Meridian Safe Bank
Bank.

In December 2010, the Basel Committee on Banking Supervision issued i¢%2Basel 111: International framework for liquidity risk
measurement, standards and monitoringi¢Y2, which includes two minimum liquidity risk standardBhe first standard is the Liquidity Coverage
Ratio (LCR). The LCR measures the ratio of unencumbered, high-quality liquid assets to liquidity needs for a 30-calendar-day time horizon
under a severe liquidity stress scenario specified by supervisors. The second standard is the Net Stable Funding Ratio (NSFR). The NSFR is
structured to ensure that long term assets are funded with at least a minimum amount of stable liabilitiesin relation to their liquidity risk
profiles. It aims to encourage better assessment of liquidity risk across all on- and off-balance sheet items. In January 2013, the Group of
Governors and Heads of Supervision (GHOS), the oversight body of the Basel Committee on Banking Supervision unanimously endorsed
amendments to the Liquidity Coverage Ratio announced in December 2010. A summary of changes include: a phased-in implementation with
minimum ratio of 60% in 2015, growing by 10% per year to reach 100% by 2019; an expanded definition of high quality liquid assets; and
adjustments to net cash outflows. The GHOS indicated that the NSFR will be a priority for the Basel Committee over the next two years and
the scheduled implementation date remains unchanged at January 2018. We continue to monitor the potential impacts of these developments
and expect to be able to meet the final requirements.

Funding Strategy

Liquidity and ongoing profitability are largely dependent on our timely and cost-effective access to retail deposits and funding in
different segments of the capital markets. We continue to be focused on maintaining and enhancing our liquidity. Our funding strategy largely
focuses on the development of diversified funding sources across a global investor base to meet al our liquidity needs throughout different
market cycles, including periods of financial distress. These funding sources include unsecured debt capital markets, unsecured retail term
notes, public and private asset-backed securitizations, committed and uncommitted credit facilities, brokered certificates of deposits, and retail
deposits. We al so supplement these sources with a modest amount of short-term borrowings, including Demand Notes, unsecured bank 1oans,
and repurchase arrangements. The diversity of our funding sources enhances funding flexibility, limits dependence on any one source, and
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results in a more cost-effective funding strategy over the long term. We evaluate funding markets on an ongoing basis to achieve an
appropriate balance of unsecured and secured funding sources and the maturity profiles of both. In addition, we further distinguish our
funding strategy between Meridian Safe Bank Unionfunding and parent company or nonbank funding.

We diversify Meridian Safe Bank's overall funding in order to reduce reliance on any one source of funding and to achieve a well-balanced
funding portfolio across a spectrum of risk, duration, and cost of funds characteristics. Over the past few years, we have been focused on
diversifying our funding sources, in particular at Meridian Safe Bank Unionby growing retail deposits, expanding public and private securitization programs
maintaining the maturity profile of our brokered deposit portfolio while not exceeding a $10.0 billion portfolio, establishing repurchase
agreements, and continuing to access funds from the Federal Home L oan Banks.

Since 2009, we have been directing new bank-eligible assetsin the United States to Meridian Safe Bank Unionin order to reduce and minimize our
nonbanking exposures and funding requirements and utilize our growing consumer deposit-taking capabilities. This has allowed us to use
bank funding for awider array of our automotive finance assets and to provide a sustainable long-term funding channel for the business,
while also improving the cost of funds for the enterprise.

Meridian Safe Bank

Meridian Safe Bank Unionraises deposits directly from customers through the direct banking channel viathe internet and ove tieséel ephone.
deposits provide our Automotive Finance and Mortgage operations with a stable and low-cost funding source. At Decemberi¢Y231, 2QMeridian Safe Bank
Bank had $46.9 hillion of total external deposits, including $35.0 billion of retail deposits.

At Decemberi¢/431, 20Meridian Safe Bank Unionmaintained cash liquidity of $2.7 billion and unencumbered highly liquid U.S.i¢%4federal governmer
U.S.i¢%agency securities of $5.9 hillion. In addition,ecemberi¢’%31, 20 eridian Safe Bank Unionhad unused capacity in committed secured funding
facilities of $6.2 hillion, including an equal allocation of shared unused capacity of $3.0 hillion from afacility also available to the parent
company. Our ability to access this unused capacity depends on having eligible assets to collateralize the incremental funding and, in some
instances, the execution of interest rate hedges. To optimize use of cash and secured facility capacity between entities, Meridian Safe Bank lends
cash to Meridian Safe Bank Unionfrom time to time under an intercompamgcagresenugsitziading on this loan are repayable to Meridian Safe Bank at
any time.ilgtéridian Safe Bank Unionhas total available liquidity of $13.2 billion at December 31, 2012, which excludes the intercompany loan of $1.6 hillio

Maximizing bank funding continues to be akey part of our long-term liquidity strategy. We have made significant progress in migrating
assets to Meridian Safe Bank Unionand growing our retail deposit base since becoming a bank holding company in December 2008. Retail deposit growth i
key to further reducing our cost of funds and decreasing our reliance on the capital markets. \We believe deposits provide a stable, low-cost
source of funds that are less sensitive to interest rate changes, market volatility, or changesin our credit ratings when compared to other
funding sources. We have continued to expand our deposit gathering efforts through our direct and indirect marketing channels. Current retail
product offerings consist of avariety of products including certificates of depositsi¢2CDs), savings accounts, money market accounts, IRA
deposit products, as well as an interest checking product. In addition, we utilize brokered deposits, which are obtained through third-party
intermediaries. During 2012, the deposit base at Meridian Safe Béa3Uiilbagrending the year at $46.9 billion from $39.6 billion at
Decemberi¢231, 200The growth in deposits has been primarily attributable to our retail deposit portfolio, particularly within our savings and
money market checking accounts, and our CDs. Strong retention rates continue to materially contribute to our growth in retail deposits. In the
fourth quarter of 2012 we retained 93% of maturing CD balances up for renewal in the same period. In addition to retail and brokered
deposits, Meridian Safe Bank Unionhad access to funding through a variety of other sourcesincluding FHLB advances, public securitizations, private secur
funding arrangements, and the Federal Reserve's Discount Window. At Decemberi¢231, 2QXdebt outstanding from the FHLB totaled $4.8
billion with no debt outstanding from the Federal Reserve. Also, as part of our liquidity and funding plans, Meridian Safe Bank Unionutilizes certain
securities as collateral to access funding from repurchase agreements with third parties. Repurchase agreements are generally short-term. At
Decemberi¢231, 2QMeridian Safe Bank Unionhad no debt outstanding under repurchase agreeheted AReef ehéaConsolidated Financial
Statements for a summary of deposit funding by type.

The following table shows Meridian Safe Bank's number of accounts and deposit balances by type as of the end of each quarter Eince 201

4th Quarter 3rd Quarter 2nd Quarter 1st Quarter 4th Quarter  3rdi¢Y2Quarte2ndi¢¥2Quarterl sti¢v2Quarter

(% in millions) 2012 2012 2012 2012 2011 2011 2011 2011
Number of retail accounts 1,219,791 1,142,837 1,082,753 1,036,468 976,877 919,670 851,991 798,622
Deposits
Retail $ 35041 $ 32139 $ 30403 $ 29323 $ 27685 $ 26254 $ 24562 $ 23,469
Brokered 9,914 9,882 9,905 9,884 9,890 9,911 9,903 9,836
Other (a) 1,977 2,487 2,411 2,314 2,029 2,704 2,405 2,064
Total deposits $ 46,932 $ 44508 $ 42719 $ 41521 $ 39604 $ 38869 $ 36870 $ 35369

(@ Other deposits include mortgage escrow and other deposits (excluding intercompany deposits).

In addition to building alarger deposit base, we continue to remain active in the securitization markets to finance our Meridian Safe Bank Union
automotive loan portfolios. During 2012, Meridian Safe Bank Unioncompleted eleven term securitization transactions backed by retail and dealer floorplan
automotive loans and lease notes raising $11.8 billion. Securitization has proven to be areliable and cost-effective funding source.

Additionally, for retail automotive loans and lease notes, the term structure of the transaction locks in funding for a specified pool of loans
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and leases for the life of the underlying asset creating an effective tool for managing interest rate and liquidity risk. We manage the execution

risk arising from secured funding by maintaining a diverse investor base and maintaining capacity in our committed secured facilities. At
Decemberi¢y231, 2QMeridian Safe Bank Unionhad exclusive access to $8.5 billion from committed MetlitifaciBé#fesBank Unionalso had accessto a $4.1
billion committed facility that is shared with the parent company.

Nonbank Funding

At Decemberi¢¥231, 2Q1Re parent company maintained liquid cash in the amount of $4.2 hillion and unencumbered highly liquid
U.S.i¢¥federal government and U.S.i¢%2agency securities of $0.9 billion. In addition, at December 31, 2012, the parent company had available
liquidity from unused capacity in committed credit facilities of $7.2 billion, including an equal allocation of shared unused capacity of $3.0
billion from afacility also available to Meridian Safe Bank. Parent company funding is defined as our consolidated operations less our Insurance
operations and Meridian Safe Banki¢%2Bank. Our ability to access unused capacity in secured facilities depends on the availability of eligible assetsto
collateralize the incremental funding and, in some instances, the funding also relies on the execution of interest rate hedges. Funding sources
at the parent company generally consist of longer-term unsecured debt, unsecured retail term notes, committed credit facilities, asset-backed
securitizations, and a modest amount of short-term borrowings. To optimize use of cash and secured facility capacity between entities, Meridian Safe Bank
Financial lends cash to Meridian Safe Bank Unionfrom time to time under an intercompAmycagressnutsizizding on this loan are repayable to
Meridian Safe Bank at any Tiheegiatént company has total available liquidity of $15.6 billion at December 31, 2012, which includes the
intercompany loan of $1.6 billion. The total available liquidity amount at Decemberi¢%231, 20&%0 includes $1.7 billion of availability that is
sourced from certain committed funding arrangements generally reliant upon the origination of future automotive receivables over the next
twelve months.

During 2012, we completed five transactions totaling $3.6 billion in funding through the U.S. debt capital markets. We will continue to
access the unsecured debt capital markets on an opportunistic basisto help pre-fund upcoming debt maturities. In addition, we have short-
term and long-term unsecured debt outstanding from alegacy retail term note program known as SmartNotes. This program generally
consisted of fixed-rate instruments with fixed-maturity dates ranging from 9i¢%2months to 30i¢%%years that were issued through a network of
participating broker-dealers. During 2012, we launched a new retail term note program known as M eri diamSsfat&arlihere were $7.9 billion
and $9.0 billion of combined retail term notes outstanding at Decemberi¢%231, 2Q%hd Decemberi %431, 2DTespectively.

We also obtain unsecured funding from the sale of floating-rate demand notes under our Demand Notes program. The holder has the
option to require us to redeem these notes at any time without restriction. Demand Notes outstanding were $3.1 billion at Decemberi¢%431, 2012
compared to $2.8 billion at Decemberi¢¥%31, 20Dnsecured short-term bank loans also provide short-term funding. At Decemberi¢%431, 2Q12e
had $167 million in short-term bank |oans, a decrease of $1.4 billion from Decemberi:Y4231, 2DRefer to Note 15 and Note 16 to the
Consolidated Financial Statements for additional information about our outstanding short-term borrowings and long-term unsecured debt,
respectively.

Secured funding continues to be a significant source of financing at the parent company. During 2012, the parent company completed
automotive-related transactions that included the renewal and extension of $22.3 billion of committed secured funding capacity, the creation
of incremental private secured funding capacity totaling $7.1 billion, and $2.4 billion in public term securitizations in Europe and Canada. In
January 2013 we completed a public retail securitization using the Capital Auto Receivables Asset Trust (CARAT) platform, our first since
2008, raising more than $1.5 billion. We continue to maintain significant funding capacity at the parent company to fund automotive-related
assets, including a $7.5 billion syndicated facility that can fund automotive retail and commercial loans, as well as leases. In March 2012, this
facility was renewed by a syndicate of nineteen lenders and extended such that half of the capacity will mature in March 2013 and the other
half will maturein March 2014. In addition to this facility, there are a variety of others that provide funding in various countries. At
Decemberi¢231, 2Q1Re parent company had $30.3 billion of exclusive commitments globally in various facilities secured by automotive
assets. The parent company also had access to a $4.1 billion committed facility that is shared with Meridian Safe Bank.

Recent Funding Developments

In summary, during 2012, we completed funding transactions totaling more than $28.0 billion and renewed key existing funding
facilities as we realized access to both the public and private markets. Key funding highlights from 2012 and 2013 to date were as follows:

T¢%2 We accessed the unsecured debt capital marketsin February, June, August, and December of 2012 and raised $3.6 hillion.

1¢% In 2012, we have continued to access the public asset-backed securitization markets completing eleven U.S. transactions that raised
$11.8 hillion. Included within the total amount isMeridian Safe Bank's inaugural term lease transaction in the U.S. totaling $1.3 billion in
funding. Additionally, we completed European and Canadian (retail and dealer floorplan) transactions that raised $1.9 billion and
$516 million, respectively.

1¢% We created $7.1 billion of new private capacity to fund automotive assets.

i¢%2 We renewed and extended more than $22.0 hillion of key automotive funding facilities. The automotive facility renewa amount
includes the March 2012 refinancing of $15.0 billion in credit facilities at both the parent company and Meridian Safe Bank Unionwith a syndicatt
of nineteeni¢¥dendefithe $15.0 billion capacity is secured by retail, lease and dealer floorplan automotive assets and is alocated to
two separate $7.5 billion facilities, one of which is available to the parent company and a Canadian subsidiary while the other is
available to Meridian Safe Bank. Half of the capacity maturesin March 2013 and the other half maturesin Mat&le 204 4urrently
working on the renewal of the $15.0 billion facility and expect to reduce the total capacity.

77



Table of Contents

Management's Discussion and Analysis

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

1¢% In January 2013, Meridian Safe Bank issued its first public securitization since 2008 using its existing GABR&form. This transaction
raised more than $1.5 billion in funding.

1¢% In February 2013, Meridian Safe Bank Union issued a public dealer floorpl afltscdesi zakismal $120 billion in funding.

In October and December of 2012, we repaid $2.9 billion and $4.5 billion in debt issued under the FDIC's Temporary Liquidity
Guarantee Program, respectively. As of December 31, 2012, there is no outstanding TLGP debt.

Funding Sources

The following table summarizes debt and other sources of funding and the amount outstanding under each category for the periods
shown.

As aresult of our funding strategy to maximize funding sources at Meridian Safe Bank Unionand grow our retail deposit base, the percentage of fundin
sources from Meridian Safe Bank Uni ont2@&lid€reaselitl levels. In addition, deposits represent alarger portion of the overall funding mix.

Decemberi¢%23$,in millions) Bank Nonbank Total %
2012
Secured financings $ 29,161 $ 15950 $ 45111 35
Institutional term debt [PXZ) 22,200 22,200 17
Retail debt programs (&) (127 13,451 13,451 10
Bank loans and other 2 164 166 [PA7)
Total debtisA(b) 29,163 51,765 80,928 62
Depositsi¢4(c) 46,932 983 47,915 38
Tota on-balance sheet funding $ 76,09 $ 52,748 $ 128,843 100
2011
Secured financings $ 25533 $ 27432 $ 52,965 37
Institutional term debt 1¢Ye 22,456 22,456 15
Retail debt programs (@) (P23 14,148 14,148 10
Temporary Liquidity Guarantee Program (d) ¢ 7,400 7,400 5
Bank loans and other 1 2,446 2,447 2
Total debti¢y(b) 25,534 73,882 99,416 69
Depositsi¢4(c) 39,604 5,446 45,050 31
Total on-balance sheet funding $ 65138 $ 79328 $ 144,466 100
Off-balance sheet securitizations

Mortgage loans $ g2 $ 60630 $ 60,630
Total off-balance sheet securitizations $ 2% 60630 $ 60,630

(@ Primarily includes $7.9 billion and $9.0 billion of Retail Term Notes at Decemberi¢231, 2028d Decemberi¢%231, 20Tespectively.

(b) Excludesfair value adjustment as described in Note 25 to the Consolidated Financial Statements.

(c) Bank depositsinclude retail, brokered, mortgage escrow, and other deposits. Nonbank deposits include dealer deposits. |ntercompany deposits are not
included.

(d) The$7.4 billion of TLGP matured and was repaid in the fourth quarter of 2012.

Refer to Note 16 to the Consolidated Financial Statements for a summary of the scheduled maturity of long-term debt at Decemberi¢431,
2012.

Funding Facilities

We utilize both committed and uncommitted credit facilities. The financial institutions providing the uncommitted facilities are not
contractually obligated to advance funds under them. The amounts outstanding under our various funding facilities are included on our
Consolidated Balance Sheet.

Thetotal capacity in our committed funding facilitiesis provided by banks and other financial institutions through private transactions.
The committed secured funding facilities can be revolving in nature and allow for additional funding during the commitment period, or they
can be amortizing and not allow for any further funding after the closing date. At Decemberi¢¥231, 2Q134.3 hillion of our $43.0 billion of
committed capacity was revolving. Our revolving facilities generally have an original tenor ranging from 364i¢%2days to two yea#ss of
Decemberi¢231, 2Q2&e had $13.9 billion of committed funding capacity from revolving facilities with a remaining tenor greater than
364i¢Ydays.
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Committed Funding Facilities

(1223 Outstanding Unusedi¢Y2capacity (a) Totali;Yzcapacity
December 31, ($ in billions) 2012 2011 2012 2011 2012 2011
Bank funding
Secured - U.S. $ 38 % 58 §$ 47 $ 37 $ 85 % 9.5
Nonbank funding
Unsecured
Automotive Finance i¢%2 U.S. i¢% (P23 1% 0.5 1% 0.5
Automotive Finance iz International 0.1 0.3 [P27) 1¢Y2 0.1 0.3
Secured
Automotive Finance i¢%2 U.S. (b) (c) 12.9 4.2 54 10.2 18.3 144
Automotive Finance i¢%2 International (b) 9.6 10.1 24 3.0 12.0 131
Mortgage operations 1¢Ye 0.7 1¢Ye 0.5 1¢Ye 12
Total nonbank funding 22.6 15.3 7.8 14.2 30.4 29.5
Shared capacityi¢y2(d)
u.s. 1.0 15 3.0 25 4.0 4.0
International 0.1 0.1 (PR i¢Y2 0.1 0.1
Total committed facilities $ 275 $ 227 $ 155 $ 204 $ 430 $ 431

(@ Funding from committed secured facilities is available on request in the event excess collateral residesin certain facilities or is available to the extent
incremental collateral is available and contributed to the facilities.

(b) Total unused capacity includes $2.2 hillion as of Decemberi¢¥%31, 20khd $4.9 billion as of Decemberi¢/431, 20%rom certain committed funding
arrangements that are generally reliant upon the origination of future automotive receivables and that are available in 2013.

(c) Includesthe secured facilities of our Commercial Finance Group.

(d) Funding is generally available for assets originated by Meridian Safe Bank Unionor the pisteritcanpai®/Banki Y2l nc.

Uncommitted Funding Facilities

(P23 Outstanding Unusedi¢Yzcapacity Totali¢ Y2capacity
December 31, ($ in billions) 2012 2011 2012 2011 2012 2011
Bank funding
Secured i¢¥2 U.S.
Federal Reserve funding programs $ i $ i $ 18 $ 32 $ 18 $ 32
FHLB advances 4.8 5.4 0.4 (127 5.2 5.4
Total bank funding 4.8 5.4 2.2 32 7.0 8.6
Nonbank funding
Unsecured
Automotive Finance i¢¥z International 2.1 1.9 0.4 0.5 25 24
Secured
Automotive Finance i¢%2 International 0.1 0.1 0.1 0.1 0.2 0.2
Mortgage operations i¢% (P23 i¢% 0.1 i¢% 0.1
Total nonbank funding 2.2 20 0.5 0.7 2.7 27
Total uncommitted facilities $ 70 $ 74 $ 27 % 39 §$ 97 $ 11.3

Meridian Safe Bank UnionFunding Facilities

Facilities for Automotive Finance Operations i %2 Seclad

At Decemberi¢/431, 20 eridian Safe Bank Unionhad excig&ivybidtiaesétam committed credit facilities. Meridian Safe Bestifadidity is a
$7.5 billion revolving syndicated credit facility secured by automotive receivables. During the first quarter of 2012, we renewed this facility
with half of thisfacility maturing in March 2013, and the remainder maturing in March 2014. At Decemberi %231, 2Q1Be amount outstanding
under this facility was $3.8 billion. Meridian Safe Bank Unional so®éd sitiéss tooanmitted facility that is shared with the parent company. In
the event these facilities are not renewed in the future, the outstanding debt will be repaid over time as the underlying collateral amortizes.
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Nonbank Funding Facilities

Facilities for Automotive Finance Operations i;% Unsecued

We maintain $144 million in revolving committed unsecured bank facilitiesin our international operations, most of which maturein
March 2013.

Facilities for Automotive Finance Operations i %2 Seclad

The parent company's largest facility is a $7.5 billion revolving syndicated credit facility secured by automotive receivables. During the
first quarter of 2012, we renewed this facility with half of this facility maturing in March 2013, and the remainder maturing in March 2014. In
the event thisfacility is not renewed at maturity, the outstanding debt will be repaid over time as the underlying collateral amortizes. At
Decemberi¢231, 2Q1Rere was $7.5 billion outstanding under this facility.

In addition to our syndicated revolving credit facility, we also maintain various bilateral and multilateral secured credit facilitiesin
multiple countries that fund our Automotive Finance operations. These are primarily private securitization facilities that fund a specific pool
of automotive assets. Many of the facilities have revolving commitments and allow for the funding of additional assets during the
commitment period. At Decemberi¢231, 2Q1Re parent company maintained exclusive access to $30.3 hillion of committed secured credit
facilities and forward purchase commitments to fund automotive assets, and also had access to a $4.1 billion committed facility that is shared
with Meridian Safe Bank.

Cash Flows

Net cash provided by operating activities was $5.0 billion for the year ended Decemberi¢/431, 2Qk®mpared to $5.5 billion for the same
period in 2011. During the year ended Decemberi¢%231, 2Q1Be net cash inflow from sales and repayment of mortgage and automotive loans
held-for-sale exceeded cash outflow from new originations and purchases of such loans by $1.0 billion. During the year ended Decemberi %231,
2011, this activity resulted in a net cash inflow of $0.9 billion.

Net cash used in investing activities was $16.6 billion for the year ended Decemberi¢¥231, 2QX@mpared to $14.1 billion for the same
period in 2011. The net cash outflow from finance receivables and |oans decreased $4.5 billion for the year ended Decemberi¢431, 2012
compared to 2011. The cash outflow to purchase operating |lease assets exceeded cash inflows from disposals of such assets by $5.7 billion for
the year ended Decemberi¢¥231, 2QX@mpared to a net cash outflow of $1.0 billion for the year ended Decemberi;%431, 20T he increase in net
cash outflows associated with leasing activities compared to the prior year was primarily due to adecrease in cash received on lease
dispositions. Cash received from sales, maturities, and repayments of available-for-sale investment securities, net of purchases, increased $0.7

billion during the year ended Decemberi¢¥231, 2QXk@®mpared to 2011.

Net cash provided by financing activities for the year ended Decemberi¢%431, 2Qt2taled $8.0 billion, compared to $10.1 billion in the
same period in 2011. Cash provided by short-term debt increased $2.2 billion in the year ended Decemberi¢%431, 2Qk®mpared to 2011, while
cash provided by bank deposits increased by $1.7 billion. Cash used to repay long-term debt exceeded cash generated from long-term debt
issuances by $0.5 billion for the year ended Decemberi¢%231, 2012 2011, cash from issuances of long-term debt exceed repayments by $4.3
billion.

Capital Planning and Stress Tests

As abank holding company with $50 billion or more of consolidated assets, Meridian Safe Bank is required to conduct periodic stress tests and submit &
proposed capital action plan to the FRB every January, which the FRB must take action on by the following March. The proposed capital
action plan must include a description of all planned capital actions over a nine-quarter planning horizon, including any issuance of a debt or
equity capital instrument, any capital distribution, and any similar action that the FRB determines could have an impact on Meridian Safe Bank's consolidate
capital. The proposed capital action plan must also include a discussion of how Meridian Safe Bank will maintain capital above the minimum regulatory
capital ratios and above aTier 1 common equity-to-total risk-weighted assets ratio of 5 percent, and serve as a source of strength to Meridian Safe Bank
Bank. The FRB must approve Meridian Safe Bank's proposed capital actMerptibartSébeBank may take any proposed capital action covered by the new
regime. Meridian Safe Bank submitted its annual capital plan in January 2012, and then submitted a revised capital plan in June of 2012. In connection with
itsreviews, the FRB provided notice of non-objection to Meridian Safe Bank's planned preferred dividends and interest on the trust preferred securities and
subordinated debt. We continue to have active, frequent and constructive dialogue with the FRB, and have submitted the required 2013 capital
plan on January 7, 2013.

Regulatory Capital
Refer to Note 21 to the Consolidated Financial Statements.

Credit Ratings

The cost and availahility of unsecured financing are influenced by credit ratings, which are intended to be an indicator of the
creditworthiness of a particular company, security, or obligation. Lower ratings result in higher borrowing costs and reduced access to capital
markets. Thisis particularly true for certain institutional investors whose investment guidelines require investment-grade ratings on term debt
and the two highest rating categories for short-term debt (particularly money market investors).
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Nationally recognized statistical rating organizations rate substantially all our debt. The following table summarizes our current ratings
and outlook by the respective nationally recognized rating agencies.

Rating agency Short-term Seniori¢ Y2debt Outlook Datei¢ Y20fi¢ Yalasti¢ Y2action
Fitch B BB- Rating Watch Negative Aprilil218,1¢4:2012i:Y%(a)
Moodyi¢¥s Not-Prime B1 Positive Februaryi¢¥225,1¢422013i ¢¥2(b)
S&P C B+ Positive Mayi¢217,i¢422012i¢%5(C)
DBRS R-4 BB-Low Review - Developing Mayi¢¥215,i¢%22012i¢¥%(d)

(@) Fitch placed our senior debt on Rating Watch Negative and affirmed the short-term rating of B on April 18, 2012.

(b) Moody's confirmed our senior debt rating of B1 and changed the outlook to Positive on February 25, 2013.

(c) Standardi¢¥2& i Yg0immed our senior debt rating of B+ and the short-term rating of C, and changed the outlook to Positive on Mayi¢%217,i¢%22012.
(d) DBRS placed our ratings Under Review - Developing on Mayi¢%215,1¢%22012.

Insurance Financial Strength Ratings

Substantially all of our Insurance operations have a Financial Strength Rating (FSR) and an Issuer Credit Rating (ICR) from the
A.M.i¢¥2Best Comparfyhe FSR is intended to be an indicator of the ability of the insurance company to meet its senior most obligations to
policyholders. Lower ratings generally result in fewer opportunities to write business as insureds, particularly large commercial insureds, and
insurance companies purchasing reinsurance have guidelines requiring high FSR ratings. On February 14, 2013, A.M.i¢¥-Besfiained the FSR
of B++i¢Y2(good) and the ICR of BBB.

Off-balance Sheet Arrangements
Refer to Note 10 to the Consolidated Financial Statements.

Securitization

Securitization of assets allows us to diversify funding sources by enabling usto convert assets into cash earlier than what would have
occurred in the normal course of business. Information regarding our securitization activities is further described in Note 10 to the
Consolidated Financial Statements. As part of these activities, assets are generally sold to securitization entities. These securitization entities
are separate legal entities that assume the risk and reward of ownership of the receivables. Neither we nor those subsidiaries are responsible
for the other entities' debts, and the assets of the subsidiaries are not available to satisfy our claim or those of our creditors. In turn, the
securitization entities establish separate trusts to which they transfer the assets in exchange for the proceeds from the sale of asset- or
mortgage-backed securitiesissued by the trust. The trusts' activities are generally limited to acquiring the assets, issuing asset- or-mortgage-
backed securities, making payments on the securities, and periodically reporting to the investors. We may account for the transfer of assets as
asaleif we either do not hold a significant variable interest or do not provide servicing or asset management functions for the financial assets
held by the securitization entity.

Certain of our securitization transactions, while similar in legal structure to the transaction described in the foregoing do not meet the
required criteria to be accounted for as off-balance sheet arrangements; therefore, they are accounted for as secured financings. As secured
financings, the underlying automobile finance retail contracts, wholesale loans, automobile leases, commercial loans, or mortgage loans
remain on our Consolidated Balance Sheet with the corresponding obligation (consisting of the beneficial interests issued by the securitization
entity) reflected as debt. We recognize interest income on the finance receivables, automobile leases and |oans, and interest expense on the
beneficial interests issued by the securitization entity; and we provide for loan losses on the finance receivables and loans as incurred or adjust
to fair value for fair value-elected loans. At Decemberi¢Y231, 2028d 2011, $68.0 billion and $78.5 billion of our total assets, respectively, were
related to secured financings. Refer to Note 16 to the Consolidated Financial Statements for further discussion.

As part of our securitization activities, we typically agree to service the transferred assets for afee, and we may earn other related
ongoing income. The amount of the fees earned is disclosed in Note 11 to the Consolidated Financial Statements. We may also retain a
portion of senior and subordinated interests issued by the trusts; these interests are reported as investment securities, or other assets on our
Consolidated Balance Sheet and are disclosed in Note 6 and Note 13 to the Consolidated Financial Statements. For secured financings,
retained interests are not recognized as a separate asset on our Consolidated Balance Sheet. Subordinate interests typically provide credit
support to the more highly rated senior interest in a securitization transaction and may be subject to al or a portion of the first loss position
related to the sold assets.

The FDIC, which regulates Meridian Safe Bank, promulgated safe harbor regulation for securitizations by banks. Compliance with this regulation
requires the sponsoring bank to retain either five percent of each class of beneficial interestsissued in the securitization or arepresentative
sample of similar financial assets equal to five percent of the securitized financial assets to comply with the regulation. The retained interests
or assets must be held for the life of the securitization and may not be sold, pledged or hedged, except that interest rate and currency hedging
is permitted. This risk retention requirement adversely affects the efficiency of securitizations, because it reduces the amount of funds that can
be raised against a given pool of financial assets.

We sometimes use derivative financial instruments to facilitate securitization activities, as further described in Note 22 to the
Consolidated Financia Statements.
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Our economic exposure related to the securitization trusts is generally limited to cash reserves, our other interests retained in financial
asset sales, and our customary representation and warranty provisions described in Note 10 to the Consolidated Financial Statements. The
trusts have alimited life and generally terminate upon final distribution of amounts owed to investors or upon exercise by us, as servicer of a
cleanup call option, when the servicing of the sold contracts becomes burdensome. In addition, the trusts do not invest in our equity or in the
equity of any of our affiliates.

Purchase Obligations

Certain of the structures related to whole-loan sales, securitization transactions, and other off-balance sheet activities contain provisions
that are standard in the whole-loan sale and securitization markets where we may (or, in certain limited circumstances, are obligated to)
purchase specific assets from entities. Our obligations are as follows.

Loan Repurchases and Obligations Related to Loan Sales
ResCap Bankruptcy Filing

Asdescribed in Note 1 and Note 29 to the Consolidated Financial Statements, on May 14, 2012, Residential Capital, LLC (ResCap) and
certain of its wholly owned direct and indirect subsidiaries (collectively, the Debtors) filed voluntary petitions for relief under Chapter 11 of
the Bankruptcy Code in the United States Bankruptcy Court for the Southern District of New York. As aresult of the deconsolidation of
ResCap, a significant portion of our representation and warranty reserve was eliminated. Representation and warranty reserve was $105
million at Decemberi¢231, 20h&th respect to Meridian Safe Bank's sold and serviced loans.

Overview

Meridian Safe Bank, within our Mortgage operations, sells loans that take the form of securitizations guaranteed by Fannie Mae and Freddie Mac.
In connection with securitizations and |oan sales, the trustee, for the benefit of the related security holders, is provided various representations
and warranties related to the loans sold. The specific representations and warranties 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 criteriafor inclusion in the transaction, including compliance
with underwriting standards or loan criteria established by the buyer, the ability to deliver required documentation and compliance with
applicable laws. In general, the representations and warranties described above may be enforced against Meridian Safe Bank Unionat any time unless a suns
provision isin place. Upon discovery of abreach of arepresentation or warranty, the breach is corrected in a manner conforming to the
provisions of the sale agreement. This may require Meridian Safe Bank Unionto repurchase the loan, indemnify the investor for incurred losses, or otherwis
make the investor whole. See Repurchase Process below.

Originations

Representation and warranty risk-mitigation strategies include, but are not limited to, pursuing settlements with investors where
economically beneficial in order to resolve a pipeline of demandsin lieu of loan-by-loan assessments that could result in repurchasing loans,
aggressively contesting claims we do not consider valid (rescinding claims), or seeking recourse against correspondent lenders from whom
we purchased |oans wherever appropriate.

The following table summarizes domestic mortgage loans sold by ResCap where Meridian Safe Bank Unionmaintained the mortgage servicing rights;
and following the deconsolidation of ResCap, the loans that were sold by Meridian Safedatlowing table presents domestic mortgage |oans
sold categorized by GSE (original unpaid principal balance).

Year ended December 31, ($ in billions) 2012 2011 2010 2009 2008 2007

Fannie Mae $ 215 $ 338 % 352 $ 211 % 177 % 6.7
Freddie Mac 6.9 15.8 15.7 85 8.6 23
Total sales (a) $ 284 % 296 $ 509 $ 296 $ 263 $ 9.0

(@) Representation and warranty obligations vary by loan and may not apply to al loans sold by Meridian Safe Bank.

Representation and Warranty Obligation Reserve Methodology

Theliability for representation and warranty obligations reflects management's best estimate of probable lifetime losses at Meridian S&féeBank.
consider historical and recent demand trends in establishing the reserve. The methodology used to estimate the reserve considers a variety of
assumptions including borrower performance (both actual and estimated future defaults), repurchase demand behavior, historical loan defect
experience, historical mortgage insurance rescission experience, and historical and estimated future loss experience, which includes
projections of future home price changes as well as other qualitative factors including investor behavior. In cases where we may not be able to
reasonably estimate losses, aliability is not recognized. Management monitors the adequacy of the overall reserve and makes adjustments to
the level of reserve, as necessary, after consideration of other qualitative factors including ongoing dialogue and experience with
counterparties.

At thetime aloan is sold, an estimate of the fair value of the liability is recorded and classified in accrued expenses and other liabilities
on our Consolidated Balance Sheet and recorded as a component of gain (10ss) on mortgage and automotive loans, net, in our Consolidated
Statement of Comprehensive |ncome. We recognize changes in the liability when additional relevant information becomes available. Changes
in the estimate are recorded as other operating expenses in our Consolidated Statement of Comprehensive Income. The repurchase reserve at
Decemberi¢231, 2Qk2 ates exclusively to GSE exposure. Meridian Safe Bank Unionexperienced a decrease in new claims forDieegrahiesizfies

82



Table of Contents

Management's Discussion and Analysis

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

2012 compared to 2011. The decrease in repurchase claims was driven by significantly fewer new claims during the fourth quarter of 2012.
The following table presents Meridian Safe Bank's new claims by GSEs (origina unpaid principal balance).

Year ended December 31, ($ in millions) 2012 2011

Fannie Mae $ 255 $ 210
Freddie Mac 108 160
Total claims $ 363 $ 370

The following table presents the total number and original unpaid principa balance (UPB) of loans related to unresolved representation
and warranty demands (indemnification claims or repurchase demands). The table includes demands that we have requested be rescinded but
have not been agreed to by the investor. Total unresolved representation and warranty demands where Meridian Safe Bank Unionhas requested the investor
rescind increased to $23 million or 40% of outstanding claims at Decemberi¢¥%31, 2QX®mpared to $11 million or 24% of outstanding claims
at Decemberi¢231, 201

2012 2011
Number of Original UPB Number of Original UPB
December 31, ($ in millions) Loans of Loans Loans of Loans
Fannie Mae 187 $ 41 72 3% 15
Freddie Mac 72 17 138 31
Total number of loans and unpaid principal balance 259 $ 58 210 $ 46

Repurchase Process

After receiving aclaim under representation and warranty obligations, Meridian Safe Bank Unionwill 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 |oans that became delinquent within the first few years
following origination. As aresult of market devel opments over the past several years, investor repurchase demand behavior has changed
significantly. GSEs are more likely to submit claims for loans at any point in the loan's life cycle, including requests for loans that become
delinquent or loans that incur aloss. Representation and warranty claims are generally reviewed on aloan-by-loan basisto validate if there
has been a breach requiring a potential repurchase or indemnification payment. Meridian Safe Bank Unionactively contests claims to the extent they are not
considered valid. Meridian Safe Bank Union is not required to repurchase aloan or provide an indemnification payment where claims are not valid.

Therisk of repurchase or indemnification and the associated credit exposure is managed through underwriting and quality assurance
practices and by servicing mortgage |oans to meet investor standards. Meridian Safe Bank Unionbelieves that, in generd, the longer aloan performs prior to
default, the lesslikely it is that an alleged breach of representation and warranty will be found to have a material and adverse impact on the
loan's performance. When loans are repurchased, Meridian Safe Bank Unionbears the related credit |oss on the loans. Repurchased loans are classified as
held-for-sale and initially recorded at fair value.

The following table presents Meridian Safe Bank's new claims by vintage (original unpaid principal balance).

Year ended December 31, ($ in millions) 2012 2011

Pre 2008 $ 73 $ 42
2008 181 149
Post 2008 109 179
Total claims $ 363 $ 370

Private Mortgage Insurance

Mortgage insurance is required for certain consumer mortgage loans sold to the GSEs and certain securitization trusts. Mortgage
insuranceistypically required for first-lien consumer mortgage loans having aloan-to-value ratio at origination of greater than 80 percent.
Mortgage insurers are, in certain circumstances, permitted to rescind existing mortgage insurance that covers consumer loansiif they
demonstrate certain loan underwriting requirements have not been met. Upon receipt of arescission notice, Meridian Safe Bank Unionwill assess the notice
and, if appropriate, refute the notice, or if the notice cannot be refuted, Meridian Safe Bank Unionattempts to remedy the defect. In the event the mortgage
insurance cannot be reinstated, Meridian Safe Bank Unionmay be obligated to repurchase the loan or provide an indemnification payment in the event of a
loss, subject to contractual limitations. While Meridian Safe Bank Unionanbkesevatatefthe mortgage insurance, it has had limited success and
as aresult, most of these requests result in rescission of the mortgage insurance. At Decemberi¢%431, 2QMeridian Safe Bank Unionhask8pproximately
million in original unpaid principa balance of outstanding mortgage insurance rescission notices where it has not received a repurchase
demand. However, this unpaid principal amount is not representative of expected future losses.
Guarantees

Guarantees are defined as contracts or indemnification agreements that contingently require us to make payments to third parties based
on changesin an underlying agreement that is related to a guaranteed party. Our guarantees include standby letters of credit and certain
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contract provisions regarding securitizations and sales. Refer to Note 28 to the Consolidated Financial Statements for more information
regarding our outstanding guarantees to third parties.

Aggregate Contractual Obligations

The following table provides aggregated information about our outstanding contractual obligations disclosed elsewhere in our
Consolidated Financial Statements.

(P23 Payments due by period
Lessi¢Y2than 1-3 3-5 Morei¢Y.than
Decemberi¢ %231, 20(Rin millions) Total 1 year years years 5 years
Description of obligation
Long-term debt
Total (a) $ 75307 $ 12834 $ 3281 $ 11,797 $ 17,795
Scheduled interest payments for fixed-rate long-term debt 23,123 2,473 4,410 3,004 13,236
Estimated interest payments for variable-rate long-term debt (b) 1,053 437 516 94 6
Estimated net payments under interest rate swap agreements (b) 68 T¢Y2 ¢V (P22 68
Originate/purchase mortgages or securities 4,249 4,249 i¢Ye 1¢Ye 1¢%2
Commitments to provide capital to investees 86 80 2 3 1
Home equity lines of credit 411 (P22} 4 38 369
Lending commitments 768 184 176 380 28
L ease commitments 252 70 112 47 23
Purchase obligations 511 253 159 74 25
Bank certificates of deposit 31,084 15,688 10,469 4,927 1¢%2
Total $ 136912 $ 36268 $ 48729 $ 20364 $ 31,551

(&) Total amount reflects the remaining principal obligation and excludes original issue discount of $1.8 billion and fair value adjustments of $1.1 billion
related to fixed-rate debt designated as a hedged item.

(b) Estimate utilized aforecasted variable interest model, when available, or the applicable variable interest rate as of the most recent reset date prior to
Decemberi¢¥431, 2012

The foregoing table does not include our reserves for insurance losses and loss adjustment expenses, which total $341 million at
Decemberi¢231, 2022/ hile payments due on insurance losses are considered contractual obligations because they related to insurance policies
issued by us, the ultimate amount to be paid and the timing of payment for an insurance lossis an estimate subject to significant uncertainty.
Furthermore, the timing on payment is also uncertain; however, the mgjority of the balance is expected to be paid out in less than five years.
Similarly, due to uncertainty in the timing of future cash flows related to our unrecognized tax benefits, the contractual obligations detailed
above do not include $102 million in unrecognized tax benefits.

The following provides a description of the items summarized in the preceding table of contractual obligations.

Long-term Debt

Amounts represent the scheduled maturity of long-term debt at Decemberi¢%231, 2Q¥Bsuming that no early redemptions occur. The
maturity of secured debt may vary based on the payment activity of the related secured assets. The amounts presented are before the effect of
any unamortized discount or fair value adjustment. Refer to Note 15 and Note 16 to the Consolidated Financial Statements for additional
information on our debt obligations.

Originate/Purchase Mortgages or Securities

As part of our Mortgage operations, we enter into commitments to originate and purchase mortgages and MBS. Refer to Note 28 to the
Consolidated Financial Statements for additional information.

Commitments to Provide Capital to Investees

As part of arrangements with specific private equity funds, we are obligated to provide capital to investees. Refer to Note 28 to the
Consolidated Financial Statements for additional information.

Home Equity Lines of Credit

We are committed to fund the future remaining balance on unused lines of credit on mortgage loans. The funding is subject to customary
lending conditions, such as a satisfactory credit rating, delinquency status, and adequate home equity value. Refer to Note 28 to the
Consolidated Financial Statements for additional information.
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Lending Commitments

Our Automotive Finance operations and Commercial Finance Group have outstanding revolving lending commitments with customers.
The amounts presented represent the unused portion of those commitments at Decemberi %231, 20Refer to Note 28 to the Consolidated
Financial Statements for additional information.

Lease Commitments

We have obligations under various operating |ease arrangements (primarily for real property) with noncancelable lease terms that expire
after Decemberi¢?231, 201Refer to Note 28 to the Consolidated Financial Statements for additional information.

Purchase Obligations

We enter into multiple contractual arrangements for various services. The arrangements represent fixed payment obligations under our
most significant contracts and primarily relate to contracts with information technology providers. Refer to Note 28 to the Consolidated
Financial Statements for additional information.

Bank Certificates of Deposit
Refer to Note 14 to the Consolidated Financial Statements for additional information.

Critical Accounting Estimates

Accounting policies are integral to understanding our Management's Discussion and Analysis of Financial Condition and Results of
Operations. The preparation of financial statements in accordance with accounting principles generally accepted in the United States of
America (GAAP) requires management to make certain judgments and assumptions, on the basis of information available at the time of the
financial statements, in determining accounting estimates used in the preparation of these statements. Our significant accounting policies are
described in Note 1 to the Consolidated Financial Statements; critical accounting estimates are described in this section. An accounting
estimate is considered critical if the estimate requires management to make assumptions about matters that were highly uncertain at the time
the accounting estimate was made. If actual results differ from our judgments and assumptions, then it may have an adverse impact on the
results of operations and cash flows. Our management has discussed the devel opment, selection, and disclosure of these critical accounting
estimates with the Audit Committee of the Board, and the Audit Committee has reviewed our disclosure relating to these estimates.

Fair Value of Financial Instruments

We use fair value measurements to record fair value adjustments to certain instruments and to determine fair value disclosures. Refer to
Note 25 to the Consolidated Financia Statements for description of valuation methodol ogies used to measure material assets and liabilities at
fair value and details of the valuation models, key inputs to those models, and significant assumptions utilized. We follow the fair value
hierarchy set forth in Note 25 to the Consolidated Financial Statementsin order to prioritize the inputs utilized to measure fair value. We
review and modify, as necessary, our fair value hierarchy classifications on a quarterly basis. As such, there may be reclassifications between
hierarchy levels.

The following table summarizes assets and liabilities measured at fair value and the amounts measured using Leveli¢%23 inpuihe table
includes recurring and nonrecurring measurements.

Year ended December 31, ($ in millions) 2012 2011
Assets at fair value $ 20408 $ 30,172
As apercentage of total assets 11% 16%
Liabilities at fair value $ 2468 $ 6,299
As apercentage of total liabilities 2% 4%
Assets at fair value using Level 3 inputs $ 1288 $ 4,666
As apercentage of assets at fair value 6% 15%
Liabilities at fair value using Level 3 inputs $ 3 % 878
Asapercentage of liabilities at fair value n/m 14%

n/m = not meaningful

Level 3 assets declined 72% or $3.4 billion primarily due to the deconsolidation of ResCap during the year ended December 31, 2012,
which resulted in a significant decline in mortgage servicing rights, mortgage loans held-for-sale, net, and consumer mortgage finance
receivables and loans, net. Refer to Note 1 to the Consolidated Financial Statements for further information on the deconsolidation of ResCap.
Asthe vaue of the consumer mortgage finance receivables and loans, net, declined, the value of the related on-balance sheet securitization
debt also declined, which was the primary reason Level 3 liabilities declined by 99.9% or $875 million.

We have numerous internal controls in place to ensure the appropriateness of fair value measurements. Significant fair value measures
are subject to detailed analytics and management review and approval. We have an established model validation policy and program in place
that covers all models used to generate fair value measurements. This model validation program ensures a controlled environment is used for
the devel opment, implementation, and use of the models and change procedures. Further, this program uses a risk-based approach to select
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modelsto be reviewed and validated by an independent internal risk group to ensure the models are consistent with their intended use, the
logic within the modelsis reliable, and thei¢%4 nputs and outputs from these model s are appropriatedditionally, awide array of operational
controls are in place to ensure the fair value measurements are reasonable, including controls over the inputs into and the outputs from the fair
value measurement models. For example, we backtest the internal assumptions used within models against actual performance. We also
monitor the market for recent trades, market surveys, or other market information that may be used to benchmark model inputs or outputs.
Certain valuations will also be benchmarked to market indices when appropriate and available. We have scheduled model and/or input
recalibrations that occur on a periodic basis but will recalibrate earlier if significant variances are observed as part of the backtesting or
benchmarking noted above.

Considerable judgment is used in forming conclusions from market observable data used to estimate our Leveli¢¥22 fair value
measurements and in estimating inputs to our internal valuation models used to estimate our Leveli¢¥%3 fair value measurements. Leveli¢%23 inputs
such as interest rate movements, prepayment speeds, credit losses, and discount rates are inherently difficult to estimate. Changes to these
inputs can have a significant effect on fair value measurements. Accordingly, our estimates of fair value are not necessarily indicative of the
amounts that could be realized or would be paid in a current market exchange.

Allowance for Loan Losses

We maintain an allowance for loan losses (the allowance) to absorb probable |oan credit |osses inherent in the held-for-investment
portfolio, excluding those loans measured at fair value in accordance with applicable accounting standards. The allowanceis maintained at a
level that management considers to be adequate based upon ongoing quarterly assessments and evaluations of collectability and historical loss
experience in our lending portfolio. The allowance is management's estimate of incurred lossesin our lending portfolio and involves
significant judgment. Management performs quarterly analysis of these portfolios to determine if impairment has occurred and to assess the
adequacy of the allowance based on historical and current trends and other factors affecting credit losses. Additions to the allowance are
charged to current period earnings through the provision for loan losses; amounts determined to be uncollectible are charged directly against
the alowance, while amounts recovered on previously charged-off accounts increase the allowance. Determining the appropriateness of the
allowance requires management to exercise significant judgment about matters that are inherently uncertain, including the timing, frequency,
and severity of credit losses that could materially affect the provision for loan losses and, therefore, net income. The methodology for
determining the amount of the allowance differs between the consumer automobile, consumer mortgage, and commercial portfolio segments.
For additional information regarding our portfolio segments and classes, refer to Note 8 to the Consolidated Financial Statements. While we
attribute portions of the allowance across our lending portfolios, the entire allowance is available to absorb probable loan losses inherent in
our total lending portfolio.

The consumer portfolio segments consist of smaller-balance, homogeneous loans. Excluding certain loans that are identified as
individually impaired, the allowance for each consumer portfolio segment (automobile and mortgage) is evaluated collectively. The allowance
is based on aggregated portfolio segment evaluations that begin with estimates of incurred losses in each portfolio segment based on various
statistical analyses. We leverage proprietary statistical models, including vintage and migration analyses, based on recent loss trends, to
develop asystematic incurred loss reserve. These statistical oss forecasting models are utilized to estimate incurred losses and consider
several credit quality indicators including, but not limited to, historical loss experience, estimated foreclosures or defaults based on observable
trends, delinquencies, and general economic and business trends. Management believes these factors are relevant to estimate incurred losses
and are updated on a quarterly basisin order to incorporate information reflective of the current economic environment, as changes in these
assumptions could have a significant impact. In order to develop our best estimate of probable incurred losses inherent in the loan portfalio,
management reviews and analyzes the output from the models and may adjust the reserves to take into consideration environmental,
qualitative and other factors that may not be captured in the models. These adjustments are documented and reviewed through our risk
management processes. Management reviews, updates, and validates its systematic process and loss assumptions on a periodic basis. This
process involves an analysis of loss information, such as areview of loss and credit trends, a retrospective evaluation of actual loss
information to loss forecasts, and other analyses.

The commercial loan portfolio segment is primarily composed of larger-balance, nonhomogeneous exposures within our Automotive
Finance operations, Commercia Finance Group, and Mortgage operations. As of December 31, 2012, we no longer have any commercial
loans within our mortgage operations. These loans are primarily evaluated individually and are risk-rated based on borrower, collateral, and
industry-specific information that management believes is relevant in determining the occurrence of aloss event and measuring impairment.
A loan is considered impaired when it isi¢X2probable that we will be unable to collect all amounts due according to the contractual terms of the
loan agreement based on current information and events. Management establishes specific allowances for commercial |oans determined to be
individually impaired based on the present value of expected future cash flows, discounted at the loans' effective interest rate, observable
market price or the fair value of collateral, whichever is determined to be the most appropriate. Estimated coststo sell or realize the value of
the collateral on a discounted basis are included in the impairment measurement, when appropriate. In addition to the specific allowances for
impaired loans, loans that are not identified asindividually impaired are grouped into pools based on similar risk characteristics and
collectively evaluated. These allowances are based on historical 10ss experience, concentrations, current economic conditions, and
performance trends within specific geographic locations. The commercia historical |0ss experience is updated quarterly to incorporate the
most recent data reflective of the current economic environment.

The determination of the allowance isinfluenced by numerous assumptions and many factors that may materially affect estimates of
loss, including volatility of loss given default, probability of default, and rating migration. The critical assumptions underlying the allowance
include: (1)i¢Y2segmentation of each portfolio based on common risk characteristics; (2)i¢¥z dentification and estimation of portfolio indicators and
other factors that management believes are key to estimating incurred credit losses; and (3)i¢Y2evauation by management of borroweollateral,
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and geographic information. Management monitors the adequacy of the allowance and makes adjustments as the assumptionsin the
underlying analyses change to reflect an estimate of incurred loan losses at the reporting date, based on the best information available at that
time. In addition, the allowance related to the commercial portfolio segment is influenced by estimated recoveries from automotive
manufacturers relative to guarantees or agreements with them to repurchase vehicles used as collateral to secure the loans. If an automotive
manufacturer is unable to fully honor its obligations, our ultimate loan losses could be higher. To the extent that actual outcomes differ from
our estimates, additional provision for credit losses may be required that would reduce earnings.

Valuation of Automobile Lease Assets and Residuals

We have significant investmentsin vehicles in our operating lease portfolio. In accounting for operating leases, management must make
adetermination at the beginning of the lease contract of the estimated realizable value (i.e.,i¢¥residua value) of the vehicle at the end of the
lease. Residual value represents an estimate of the market value of the vehicle at the end of the lease term, which typically ranges from two to
four years. At contract inception, we generally determine the projected residual values based on independent data, including independent
guides of vehicleresidual values, and analysis. Risk adjustments are determined at |ease inception and are based on current auction results
adjusted for key variables that historically have shown an impact on auction values (as further described in the Lease Residua Risk
discussion in the Risk Management section of this MD&A). The customer is obligated to make payments during the term of the lease for the
difference between the purchase price and the contract residual value plus afinance charge. However, since the customer is not obligated to
purchase the vehicle at the end of the contract, we are exposed to arisk of loss to the extent the value of the vehicle is below the residual
value estimated at contract inception. Management periodically performs a detailed review of the estimated realizable value of leased vehicles
to assess the appropriateness of the carrying value of |ease assets.

To account for residual risk, we depreciate automobile operating | ease assets to estimated realizable value on a straight-line basis over
the lease term. The estimated realizable value isinitially based on the residual value established at contract inception. Over the life of the
lease, management evaluates the adequacy of the estimate of the realizable value and may make adjustments to the extent the expected value
of the vehicle at |ease termination changes. Any adjustments would result in a change in the depreciation rate of the |lease asset, thereby
affecting the carrying value of the operating |ease asset.

In addition to estimating the residual value at |ease termination, we must also evaluate the current value of the operating | ease assets and
test for impairment to the extent necessary in accordance with applicable accounting standards. Impairment is determined to exist if the
undiscounted expected future cash flows (including the expected residual value) are lower than the carrying value of the asset. There were no
such impairment chargesin 2012, 2011, or 2010.

Our depreciation methodology on operating |ease assets considers management's expectation of the value of the vehicles upon lease
termination, which is based on numerous assumptions and factors influencing used vehicle values. The critical assumptions underlying the
estimated carrying value of automobile lease assets include: (1)i¢%%estimated market value information obtained and used by management in
estimating residual values, (2)i¢Y2proper identification and estimation of business conditions, (3)i¢Y2our remarketing abilities, and (4)i¢Y2automotive
manufacturer vehicle and marketing programs. Changes in these assumptions could have a significant impact on the value of the lease
residuals. Expected residual values include estimates of payments from automotive manufacturers related to residual support and risk-sharing
agreements. To the extent an automotive manufacturer is not able to fully honor its obligation relative to these agreements, our depreciation
expense would be negatively impacted.

Valuation of Mortgage Servicing Rights

Mortgage servicing rights represent the capitalized value of the right to receive future cash flows from the servicing of mortgage loans
for others. Mortgage servicing rights are a significant source of value derived from the sale or securitization of mortgage loans. Because
residential mortgage loans typically contain a prepayment option, borrowers may often elect to prepay their mortgage loans by refinancing at
lower rates during declining interest rate environments. The borrower's ability to prepay is at timesimpacted by other factors in the current
environment that may limit their eligibility to refinance (e.g. ahigh loan-to-value ratio). When this occurs, the stream of cash flows generated
from servicing the original mortgage loan is terminated. As such, the market value of mortgage servicing rights has historically been very
sensitive to changesin interest rates and tends to decline as market interest rates decline and increase as interest ratesrise.

We capitalize mortgage servicing rights on residential mortgage |oans that we have originated and purchased based on the fair market
value of the servicing rights associated with the underlying mortgage loans at the time the loans are sold or securitized. GAAP requires that
the value of mortgage servicing rights be determined based on market transactions for comparable servicing assets, if available. In the absence
of representative market trade information, valuations should be based on other available market evidence and modeled market expectations
of the present value of future estimated net cash flows that market participants would expect from servicing. When observable prices are not
available, management uses internally devel oped discounted cash flow models to estimate the fair value. These internal valuation models
estimate net cash flows based on internal operating assumptions that we believe would be used by market participants, combined with market-
based assumptions for |oan prepayment rates, interest rates, default rates and discount rates that management believes approximate yields
required by investors for these assets. Servicing cash flows primarily include servicing fees, escrow account income, ancillary income and late
fees, less operating costs to service the loans. The estimated cash flows are discounted using an option-adjusted spread-derived discount rate.
Management considers the best available information and exercises significant judgment in estimating and assuming values for key variables
in the modeling and discounting process. All of our mortgage servicing rights are carried at estimated fair value.
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We use the following key assumptions in our valuation approach.

1¢Y2 Prepaymenti¢ Yl most significant drivers of mortgage servicing rights value are actual and forecasted portfolio prepayment
behavior. Prepayment speeds represent the rate at which borrowers repay their mortgage loans prior to scheduled maturity.
Prepayment speeds are influenced by a number of factors such as the value of collateral, competitive market factors, government
programs or incentives, or levels of foreclosure activity. However, the most significant factor influencing prepayment speedsis
generadly the interest rate environment. Asinterest rates rise, prepayment speeds generally slow, and as interest rates decline,
prepayment speeds generally accel erate. When mortgage loans are paid or expected to be paid earlier than originally estimated, the
expected future cash flows associated with servicing such loans are reduced. We primarily use third-party models to project
residential mortgage loan payoffs. In other cases, we estimate prepayment speeds based on historical and expected future
prepayment rates. We measure model performance by comparing prepayment predictions against actual results at both the portfolio
and product level.

1¢¥2 Discount ratei ;/4fe cash flows of our mortgage servicing rights are discounted at prevailing market rates, which include an
appropriate risk-adjusted spread, which management believes approximates yields required by investors for these assets.

1¢2 Base mortgage ratei %4k base mortgage rate represents the current market interest rate for newly originated mortgage loans. This
rate is akey component in estimating prepayment speeds of our portfolio because the difference between the current base mortgage
rate and the interest rates on existing loansin our portfolio is an indication of the borrower's likelihood to refinance.

1¢Y2 Cost to servicei¢¥si¢s In general, servicing cost assumptions are based on internally projected actual expenses directly related to
servicing. These servicing cost assumptions are compared to market-servicing costs when market information is available. Our
servicing cost assumptions include expenses associated with our activities related to loansin default.

T¢¥2 Volatilityisva\dtetility represents the expected rate of change of interest rates. The volatility assumption used in our valuation
methodology is intended to estimate the range of expected outcomes of future interest rates. We use implied volatility assumptions
in connection with the valuation of our mortgage servicing rights. Implied volatility is defined as the expected rate of changein
interest rates derived from the prices at which options on interest rate swaps, or swaptions, are trading. We update our volatility
assumptions for the change in implied swaptions volatility during the period, adjusted by the ratio of historical mortgage to
swaption volatility.

We also periodically perform a series of reasonableness tests as we deem appropriate, including the following.

1¢Y2 Review and compare data provided by an independent third-party broker. We evaluate and compare our fair value price, multiples,
and underlying assumptions to data provided by independent third-party broker, including prepayment speeds, discount rates, cost
to service, and fair value multiples.

1¢¥2 Review and compare pricing of publicly traded interest-only securities. We evaluate and compare our fair value to publicly traded
interest-only stripped MBS by age and coupon for reasonableness.

1¢¥2 Review and compare fair value price and multiples. We evaluate and compare our fair value price and multiples to market fair
value price and multiplesin external surveys produced by third parties.

1¢Y2 Compare actual monthly cash flows to projections. We reconcile actual monthly cash flows to those projected in the mortgage
servicing rights valuation. Based on the results of this reconciliation, we assess the need to modify the individual assumptions used
in the valuation. This process ensures the model is calibrated to actual servicing cash flow results.

1¢¥2 Review and compare recent bulk mortgage servicing right acquisition activity. We evaluate market trades for reliability and
relevancy and then consider, as appropriate, our estimate of fair value of each significant transaction to the traded price. Currently,
there are limited market transactions that are directly observable, which are the best indicators of fair value. However, we continue
to monitor and track market activity on an ongoing basis.

We generally expect our valuation to be within a reasonable range of that implied by these tests. Changes in these assumptions could
have a significant impact on the determination of fair market value. In order to develop our best estimate of fair value, management reviews
and analyzes the output from the models and may adjust the assumptions to take into consideration other factors that may not be captured. If
we determine our valuation has exceeded the reasonable range, we may adjust it accordingly. At Decemberi¢¥231, 2Q1#ased on the market
information obtained, we determined that our mortgage servicing rights val uations and assumptions used to value those servicing rights were
reasonable and consistent with what an independent market participant would use to value the asset.

The assumptions used in modeling expected future cash flows of mortgage servicing rights have a significant impact on the fair value of
mortgage servicing rights and potentially a corresponding impact to earnings. Refer to Note 11 to the Consolidated Financial Statements for
sengitivity analysis.
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Goodwill

The accounting for goodwill is discussed in Note 1 to the Consolidated Financial Statements. Goodwill is reviewed for potential
impairment at the reporting unit level on an annual basis, as of Augusti¢%231, or in interim periods if events or circumstances indicate a potential
impairment. Goodwill is allocated to the reporting units at the date the goodwill isinitially recorded. Once goodwill has been allocated to the
reporting units, it generally no longer retains its identification with a particular acquisition, but instead becomes identified with the reporting
unit asawhole. Asaresult, all of the fair value of each reporting unit is available to support the value of goodwill allocated to the unit.
Goodwill impairment testing is performed at the reporting unit level, one level below the business segment. For more information on our
segments, refer to Note 26 to the Consolidated Financial Statements.

Goodwill impairment testing involves management's judgment, requiring an assessment of whether the carrying value of the reporting
unit can be supported by the fair value of the individual reporting unit using widely accepted val uation techniques, such as the market
approach (earnings, transaction, pricing multiples and/or other market intelligence that would indicate what a market participant would pay)
and the income approach (discounted cash flow methods). In applying these methodol ogies we utilize a number of factors, including actual
operating results, future business plans, economic projections, and market data. A combination of methodologiesis used and weighted
appropriately for each reporting unit. If actual results differ from these estimates, it may have an adverse impact on the valuation of goodwill
that could result in areduction of the excess over carrying value and possible impairment of goodwill. At Decemberi¢’231, 2QM&e did not
have material goodwill at our reporting unitsthat is at risk of failing Stepi¢%21 of the goodwill impairment test.

Legal and Regulatory Reserves

Our legal and regulatory reserves reflect management's best estimate of probable losses on legal and regulatory matters. Asalegal or
regulatory matter develops, management, in conjunction with internal and external counsel handling the matter, evaluates on an ongoing basis
whether such matter presents aloss contingency that is both probable and estimable. If, at the time of evaluation, the loss contingency related
to alegal or regulatory matter is not both probable and estimable, the matter will continue to be monitored for further devel opments that
would make such loss contingency both probable and estimable. When the loss contingency related to alegal or regulatory matter is deemed
to be both probable and estimable, we will establish aliability with respect to such loss contingency and record a corresponding amount to
other operating expenses. To estimate the probable loss, we evaluate the individual facts and circumstances of the case including information
learned through the discovery process, rulings on dispositive motions, settlement discussions, our prior history with similar matters and other
rulings by courts, arbitrators or others. The reserves are continuously monitored and updated to reflect the most recent information related to
each matter.

Additionally, in matters for which aloss event is not deemed probable, but rather reasonably possible to occur, we would attempt to
estimate aloss or range of loss related to that event, if possible. For these matters, we do not record aliability. However, if we are able to
estimate aloss or range of loss, we would disclose thisloss, if it is material to our financial statements. To estimate arange of probable or
reasonably possible loss, we evaluate each individual case in the manner described above. We do not accrue for matters for which aloss event
is deemed remote.

For details regarding the nature of all material contingencies, refer to Note 29 to the Consolidated Financial Statements.

Loan Repurchase and Obligations Related to Loan Sales

Theliability for representation and warranty obligations reflects management's best estimate of probable lifetime losses. We consider
historical and recent demand trends in establishing the reserve. The methodology used to estimate the reserve considers a variety of
assumptions including borrower performance (both actual and estimated future defaults), repurchase demand behavior, historical 1oan defect
experience, historical mortgage insurance rescission experience, and historical and estimated future |0ss experience, which includes
projections of future home price changes as well as other qualitative factors including investor behavior. In cases where we may not be able to
reasonably estimate losses, aliability is not recognized. Management monitors the adequacy of the overall reserve and makes adjustments to
the level of reserve, as necessary, after consideration of other qualitative factors including ongoing dialogue and experience with
counterparties.

Determination of Provision for Income Taxes

Our income tax expense, deferred tax assets and liahilities, and reserves for unrecognized tax benefits reflect management's best
assessment of estimated current and future taxes to be paid. We are subject to income taxes in both the United States and numerous foreign
jurisdictions. Significant judgments and estimates are required in determining the consolidated income tax expense.

Deferred income taxes arise from temporary differences between the tax and financial statement recognition of revenue and expense. In
evaluating our ability to recover our deferred tax assets within the jurisdiction from which they arise, we consider all available positive and
negative evidence, including scheduled reversals of deferred tax liabilities, projected future taxable income, tax planning strategies, and
results of recent operations. In projecting future taxable income, we begin with historical results adjusted for the results of discontinued and
deconsolidated operations and incorporate assumptions about the amount of future state, federal and foreign pretax operating income. These
assumptions about future taxable income require significant judgment and are consistent with the plans and estimates we are using to manage
the underlying businesses. In evaluating the objective evidence that historical results provide, we consider three years of cumulative operating
income (loss).
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A valuation allowance of $1.6 billion and $2.1 billion was recorded against the net U.S. deferred tax asset balance as of Decemberi¢231,
2012, and Decemberi¢431, 20kespectively. For the year ended Decemberi¢231, 2QX&ur results from operations benefited $1.3 billion from
therelease of U.S. federal and state valuation allowances and related effects on the basis of management's reassessment of the amount of its
deferred tax assets that are more likely than not to be realized.

As of each reporting date, we consider existing evidence, both positive and negative, that could impact our view with regard to future
realization of deferred tax assets. As of December 31, 2012, we determined that positive evidence existed to conclude that it is more likely
than not that ordinary-in-character deferred tax assets are realizable, and therefore, we reduced the valuation allowance accordingly. Positive
evidence in this assessment consisted of forecasts of future taxable income that are sufficient to realize net operating loss carryforwards
before their expiration, coupled with our emergence from a cumulative three-year U.S. pretax loss (after removing the effects of non-recurring
charges and discontinued operations). Certain U.S. deferred tax assets remain offset with a valuation allowance as discussed below.

We believeit is more likely than not that the benefit for certain U.S. net operating loss, capital loss, and foreign tax credit carryforwards
will not be realized. In recognition of this risk, we have provided a valuation allowance of $1.6 billion on the deferred tax assets relating to
these carryforwards. In particular, the deferred tax assets and liabilities as of December 31, 2012, reflect the U.S. income tax effects of the
anticipated sale of entities held-for-sale at net book value. In concluding to maintain a valuation allowance against our capital loss
carryforwards, we considered the positive evidence that we have entered into agreements to sell our held-for-sale entities for amountsin
excess of book value. We also considered and ultimately weighted more heavily the negative evidence that we have historically had difficulty
generating significant capital gains; capital loss carryforwards have arelatively short carryforward period; the timing of disposal of the held-
for-sale entitiesis uncertain; and the disposal of the held-for-sale entities are subject to various levels of regulatory approval in numerous
countries. Successful completion during 2013 of the sales of entities currently held-for-sale may result in capital gains that would allow usto
realize capital loss carryforwards. A related reversal of valuation allowance on these deferred tax assets would be recognized as an income tax
benefit upon such utilization.

For additional information regarding our provision for income taxes, refer to Note 23 to the Consolidated Financial Statements.

Recently Issued Accounting Standards

Refer to Note 1 to the Consolidated Financial Statements for further information related to recently adopted and recently issued
accounting standards.
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Statistical Table

The accompanying supplemental information should be read in conjunction with the more detailed information, including our
Consolidated Financial Statements and the notes thereto, which appears elsewhere in this Annua Report.

Net Interest Margin Table
The following table presents an analysis of net interest margin excluding discontinued operations for the periods shown.

e 2012 2011 2010

Interest Interest Interest

income/ income/ income/

Average interest  Yield/ Average interest  Yield/ Average interest  Yield/

Year ended December 31, ($ in millions) balancei¢2(a) expense rate balancei¢¥2(a) expense rate balancei¥4(a) expense rate
Assets
I nterest-bearing cash and cash equivalents $ 10,731 $ 26 024% $ 10939 $ 21 019% $ 12634 $ 34 027%
Trading assets 273 13 4.76 359 19 529 163 15 920
Investment securities (b) 12,336 262 2.12 13,100 326 249 10,200 306 3.00
Loans held-for-sale, net 4,406 155 3.52 9,062 332 366 13,165 587  4.46
Finance receivables and loans, neti¢¥2(c) (d) 95,715 4,603 481 84,392 4,409 5.22 67,296 4,475 6.65
Investment in operating leases, neti¢Y4(€) 11,185 980 8.76 7,968 988 1240 8,827 1,332 15.09

Total interest-earning assets
Noninterest-bearing cash and cash

134,646 6,039 4.49 125,820 6,095 4.84

112,285 6,749 6.01

equivalents 1,917 1,180 427
Other assets 17,500 22,274 30,492
Allowance for |oan losses (1,246) (1,543) (2,113)
Assets of discontinued operations (f) 30,924 33,106 35,594
Total assets $ 183741 $ 180837 $ 176685
Liabilities
Interest-bearing deposit liabilities $ 42440 $ 644 152% $ 37423 $ 614 164% $ 30456 $ 579 1.90%
Short-term borrowings 3,945 90 2.28 4,345 116 2.67 5,309 141 2.66
L ong-term debt (Q)1¢2(h)i¢Y4(i) 79,044 3,466 4.38 76,780 4,309 5.61 72,526 4,740 6.54
Total interest-bearing liabilitiesi¢¥A(g) (h)i¢s(j) 125,429 4,200 3.35 118,548 5039 4.25 108,291 5460 5.04
Noninterest-bearing deposit liabilities 2,261 2,237 2,070
Total funding sourcesi¢¥2(h)i¢¥A(k) 127,690 4,200 3.29 120,785 5,039 417 110,361 5,460 4.95
Other liabilities 6,207 6,877 10,068
Liabilities of discontinued operations (f) 30,924 33,106 35,594
Totd liabilities 164,821 160,768 156,023
Total equity 18,920 20,069 20,662
Total liabilities and equity $ 183741 $ 1803837 $ 176685
Net financing revenue $ 1,839 $ 1,056 $ 1,289
Net interest spread (1) 1.14% 0.59% 0.97%
Net interest spread excluding original issue discounti¢¥~(1) 1.46% 1.43% 2.21%
Net ini r luding original i i n

e:ncltlii?ﬁgsﬁoﬁtgrxéqgeagi gg %eﬁatljsﬁgk;jlllsggglé/?(?)d 1.51% 1.49% 2.28%

Net yield on interest-earning assets (m) 1.37% 0.84% 1.15%
Net yield on interest-earning assets excluding original issue

discountizb4(m) 1.62% 1.56% 2.22%

(8  Average balances are calculated using a combination of monthly and daily average methodologies.
(b)  Excludesincome on equity investments of $30 million, $25 million, and $17 million at Decemberi¢¥231, 2012011, and 2010, respectively. Yields on available-for-sale debt
securities are based on fair value as opposed to historica cost.

(c)  Nonperforming finance receivables and loans are included in the average balances. For information on our accounting policies regarding nonperforming status, refer to Note 1

to the Consolidated Financial Statements.
(d)  Includes other interest income of $5 million, $5 million, and $3 million at Decemberi¢!/431, 2012011, and 2010, respectively.

(e) Includes gains on sale of $116 million, $217 million, and $555 million at Decemberi¢231, 2012011, and 2010, respectively. Excluding these gains on sale, the annualized yield

would be 7.72%, 9.68%, and 8.80% at Decemberi¢!/31, 2012011, and 2010, respectively.

(f)  Average balances and rates are impacted by allocations made to match assets of discontinued operations with liabilities of discontinued operations.

(@ Includesthe effects of derivative financial instruments designated as hedges.

(h)  Average balance includes $1,927 million, $2,522 million, and $3,710 million related to original issue discount at Decemberi¢231, 2012011, and 2010, respectively. Interest
expense includes original issue discount amortization of $336 million, $912 million, and $1,204 million during the year ended Decemberi¢¥%31, 2012011, and 2010,
respectively.

(i)  Excluding original issue discount the rate on long-term debt was 3.87%, 4.28%, and 4.64% at Decemberi¢431, 2012011, and 2010, respectively.

()  Excluding original issue discount the rate on total interest-bearing liabilities was 3.03%, 3.41%, and 3.80% at Decemberi¢!/431, 2012011, and 2010, respectively.

(k) Excluding original issue discount the rate on total funding sources was 2.98%, 3.35%, and 3.73% at Decemberi¢¥%31, 2012011, and 2010, respectively.

() Netinterest spread represents the difference between the rate on total interest-earning assets and the rate on total interest-bearing liabilities.

(m) Netyield on interest-earning assets represents net financing revenue as a percentage of total interest-earning assets.
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The following table presents an analysis of the changesin net interest income, volume and rate.

2012 vs 2011 2011 vs 2010
Increase (decrease) Increase (decrease)
(P27 due to (a) dueto (a)
Yield/ Yield/
Year ended December 31, ($ in millions) Volume rate Total Volume rate Tota
Assets
Interest-bearing cash and cash equivalents $ it $ 5 % 5 ¢ 4 $ @9 $ @3
Trading assets 4) (2) (6) (8) 4
Investment securities (18) (46) (64) (58) 20
Loans held-for-sale, net (164) (13) 77) (162) (93) (255)
Finance receivables and |oans, net 562 (368) 194 (1,072) (66)
Investment in operating leases, net 331 (339) (8) (122) (223) (344)
Total interest-earning assets $ 707 $ (763) $ (56) $ 808 $(1462) $ (654)
Liabilities
Interest-bearing deposit liabilities $ 78 $ (48) $ 30 $ 121 $ (86) $ 35
Short-term borrowings (20) (16) (26) (26) 1 (25)
Long-term debt 124 (967) (843) (698) (431)
Total interest-bearing liabilities $ 192 $(1031) $ (839 $ 362 $ (783 $ (421
Net financing revenue $ 515 $§ 268 $ 783 $ 446 $ (679 $ (233)

(@ Changesin interest not solely due to volume or yield/rate are allocated in proportion to the absolute dollar amount of change in volume and yield/rate.
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Outstanding Finance Receivables and Loans
The following table presents the composition of our on-balance sheet finance receivables and |oans.

Decemberi¢23$, iy millions) 2012 2011 2010 2009 2008
Consumer
Domestic
Consumer automobile $ 53,713 $ 46576 $ 34604 $ 12514 $ 16,281
Consumer mortgage
1st Mortgage 7,173 6,997 7,057 7,960 13,542
Home equity 2,648 3,575 3,964 4,238 7,777
Total domestic 63,534 57,148 45,625 24,712 37,600
Foreign
Consumer automobile 2 16,883 16,650 17,731 21,705
Consumer mortgage
1st Mortgage T¢Ye 256 742 405 4,604
Home equity {PX73 iéYe i¢Y2 1 54
Total foreign 2 17,139 17,392 18,137 26,363
Total consumer loans 63,536 74,287 63,017 42,849 63,963
Commercial
Domestic
Commercial and industrial
Automobilei(a) 30,270 26,552 24,944 19,604 16,913
Mortgage [PX7) 1,887 1,540 1,572 1,627
Other 2,679 1,178 1,795 2,688 3,257
Commercial real estate
Automobile 2,552 2,331 2,071 2,008 1,941
Mortgage T¢Ye (V223 1 121 1,696
Total domestic 35,501 31,948 30,351 25,993 25,434
Foreign
Commercial and industrial
Automobilei4(b) [PX7) 8,265 8,398 7,943 10,749
Mortgage T¢% 24 41 96 195
Other 18 63 312 437 960
Commercial real estate
Automobile i¢% 154 216 221 167
Mortgage T¢Ye 14 78 162 260
Total foreign 18 8,520 9,045 8,859 12,331
Total commercial loans 35,519 40,468 39,396 34,852 37,765
Total finance receivables and loans (c) $ 99,055 $ 114,755 $ 102,413 $ 77,701 $ 101,728
Loans held-for-sale $ 2576 $ 8557 $ 11411 $ 20625 $ 7,919

(@ Amount includes Notes Receivable from General Motors of $3i¢Y2million at Decemberi¢¥231,1¢%22009.

(b) Amountsinclude no Notes Receivable from General Motors at December 31, 2012 and $529 million, $484i:%2million, $908i:Yzmillion, and $1.7i¢%billion at
Decemberi¢431,1842010, 2009, and 2008, respectively.

(c) Includes historical cost, fair value, and repurchased loans.
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Nonperforming Assets
The following table summarizes the nonperforming assets in our on-balance sheet portfolio.

Decemberi¢23$, iy millions) 2012 2011 2010 2009 2008
Consumer
Domestic
Consumer automobile $ 260 $ 139 $ 129 $ 267 $ 294
Consumer mortgage
1st Mortgage 342 316 452 782 2,547
Home equity 40 91 108 114 540
Total domestic 642 546 689 1,163 3,381
Foreign
Consumer automobile ¢ 89 78 119 125
Consumer mortgage
1st Mortgage T¢Ye 142 261 33 1,034
Home equity ¢Ya ¢Ya 1¢Y2 1¢Y2 1¢Y2
Total foreign Y% 231 339 152 1,159
Total consumer (a) 642 77 1,028 1,315 4,540
Commercial
Domestic
Commercial and industrial
Automoabile 146 105 261 281 1,448
Mortgage i¢Ye (V223 i 37 140
Other 33 22 37 856 64
Commercial real estate
Automobile 37 56 193 256 153
Mortgage T¢Ye (V223 1 56 1,070
Total domestic 216 183 492 1,486 2,875
Foreign
Commercial and industrial
Automobile ¢ 118 35 66 7
Mortgage i¢Ye M 40 35 i¢Y2
Other (P27 15 97 131 19
Commercial real estate
Automobile i¢% 11 6 24 2
Mortgage T¢Ye 12 70 141 143
Total foreign i¢% 156 248 397 171
Total commercial (b) 216 339 740 1,883 3,046
Total nonperforming finance receivables and |oans 858 1,116 1,768 3,198 7,586
Foreclosed properties 8 82 150 255 787
Repossessed assets (c) 62 56 47 58 95
Total nonperforming assets $ 928 $ 1254 $ 195 $ 3511 $ 8468
Loans held-for-sale $ 25 $ 2820 $ 3273 $ 3390 $ 731

(a) Interest revenue that would have been accrued on total consumer finance receivables and loans at original contractual rates was $54i¢¥2million during the
year ended Decemberi¢¥%31, 2012. Interest income recorded for these |oans was $23 million during the year ended Decemberi¢¥231, 2012.

(b) Interest revenue that would have been accrued on total commercial finance receivables and loans at original contractual rates was $21 million during the
year ended Decemberi¢231,1¢%22012. Interest income recorded for these loans was $15i ¢2million during the year ended Decemberi %231, 2012.

() Repossessed assets exclude $3 million, $3i¢Y2million, $14i¢Yzmillion, $23i¢¥2million, and $34i¢%~million of repossessed operating |ease assets at Decemberi¢?/431, 2012,
2011, 2010, 2009, and 2008, respectively.
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Accruing Finance Receivables and Loans Past Due 90 Days or More
The following table presents our on-balance sheet accruing loans past due 90i¢%2days or more asto principal and interest

Decemberi¢23$, iy millions) 2012 2011 2010 2009 2008
Consumer
Domestic
Consumer automobile $ i $ e $ i $ (P27 19
Consumer mortgage
1st Mortgage 1 1 1 1 33
Home equity ¢Ya ¢Ya 1¢Y2 1¢Y2 1¢Y2
Total domestic 1 1 1 1 52
Foreign
Consumer automobile ¢ 3 5 5 40
Consumer mortgage
1st Mortgage i¢Ye 1P37) P57 1 ¢
Home equity ¢Ya ¢Ya 1¢Y2 1¢Y2 1¢Y2
Total foreign i¢% 3 5 6 40
Total consumer 1 4 6 7 92
Commercial
Domestic
Commercial and industrial
Automobile {PX73 iéYe i¢Y2 i¢Y2 i¢Y2
Mortgage i¢Ye (V223 i (P22 (P22
Other i¢Ya IP27) [P37) [P37) T¢Y2
Commercial real estate
Automobile (1273 1Y (1223 (P23 (P22
Mortgage i¢Ye 1P37) \P57) (P37 ¢z
Total domestic {PX73 iéYe i¢Y2 i¢Y2 i¢Y2
Foreign
Commercial and industrial
Automobile ¢ iéYe ¢ i¢Y2 i¢Y2
Mortgage i¢Ye M [PEZ) (P22 1¢Y2
Other T¢Ye ¢y Y2 3 1¢Y2
Commercial real estate
Automobile i¢% Y% Y (P22 ¢
Mortgage i¢Ya IP27) [P37) [P37) T¢Y2
Total foreign ¢ iéYe Y 3 i¢Y2
Total commercia (1273 1Y (1223 3 (P22
Total accruing finance receivables and |oans past due 90i¢Y2days or more  $ 1 $ 4 % 6 $ 10 $ 92
Loans held-for-sale $ T $ 73 $ 25 $ 33 $ 7
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Allowance for Loan Losses

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

(% in millions) 2012 2011 2010 2009 2008
Balance at Januaryi¢¥21, $ 1503 $ 1873 $ 2445 $ 3433 $ 2,755
Cumulative effect of change in accounting principles (a) T¢% i¢Ye 222 (1223 (616)
Charge-offs

Domestic (595) (667) (1,297) (3,380) (2,192)

Foreign (181) (213) (349) (633) (347)

Write-downs related to transfers to held-for-sale {PX73 iéYe i¢Y2 (3,438) ¢y
Total charge-offs (776) (880) (1,646) (7,451) (2,539)
Recoveries

Domestic 193 227 363 276 219

Foreign 109 100 85 76 71
Total recoveries 302 327 448 352 290
Net charge-offs (474) (553) (1,198) (7,099) (2,249)
Provision for loan losses 329 188 357 5,174 2,857
Foreign provision for loan losses 65 31 81 996 553
Deconsolidation of ResCap 9) iéYe ¢ i¢Y2 i¢Y2
Other (244) (36) (34) (59) 133
Balance at Decemberi Y431, $ 1170 $ 1503 $ 1873 $ 2445 $ 3433

(a) Effect of change in accounting principle due to adoption of ASU 2009-17, Improvements to Financial Reporting by Enterprises Involved with Variable

Interest Entities.

96



Table of Contents

Management's Discussion and Analysis

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

Allowance for Loan Losses by Type
The following table summarizes the allocation of the allowance for loan losses by product type.

(127 2012 2011 2010 2009 2008
% of % of % of % of % of
Decemberi¢¥238iiz¥4ni¢ 2mjllions Amount  total Amount  total Amount  total Amount  total Amount  total
Consumer
Domestic
Consumer automobile 575 49.2 600 399 $ 769 41.0 772 316 $ 1115 325
Consumer mortgage
1st Mortgage 245 209 275 183 322 172 387 158 525 153
Home equity 207 177 237 158 256 137 251 103 177 5.2
Total domestic 1,027 878 1,112 740 1,347 719 1,410 57.7 1,817 530
Foreign
Consumer automobile ¢ ¢ 166 111 201 10.7 252 10.2 279 8.1
Consumer mortgage
1st Mortgage T T 4 0.2 2 0.1 2 0.1 409 119
Home equity 6% 6% 1¢Y2 1¢Y2 1¢Y2 1¢Y2 1¢Y2 1¢Y2 31 0.9
Total foreign Y 1% 170 113 203 108 254 103 719 209
Total consumer loans 1,027 878 1,282 853 1550 827 1,664 68.0 2536 739
Commercial
Domestic
Commercial and industrial
Automoabile 55 4.7 62 4.0 73 39 157 6.4 178 5.2
Mortgage i¢Ye i¢Ye 1 0.1 i¢Y2 i¢Y2 10 04 93 2.7
Other 48 4.1 52 35 97 52 322 132 65 19
Commercial real estate
Automobile 40 34 39 26 54 29 (P27 127 (P23 27
Mortgage ¢ ¢ 1¢Y2 1¢Y2 1¢Y2 1¢Y2 54 2.2 458 133
Total domestic 143 122 154 102 224 120 543 222 794 231
Foreign
Commercial and industrial
Automobile ¢ ¢ 48 3.2 33 1.7 54 2.2 45 1.3
Mortgage T g% 10 0.7 12 0.7 20 0.8 3 01
Other T T 1 0.1 39 21 111 4.6 9 0.3
Commercial real estate
Automobile i 1Y 3 0.2 2 0.1 i i V222 V27
Mortgage (PRI PR 5 0.3 13 0.7 53 22 46 13
Total foreign i T 67 45 99 5.3 238 9.8 103 3.0
Total commercial loans 143 122 221 147 323 173 781 320 897 261
Total allowancefor loanlosses $ 1,170 1000 $ 1503 1000 $ 1,873 100.0 2445 1000 $ 3,433 100.0
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Deposit Liabilities
The following table presents the average balances and interest rates paid for types of domestic deposits.

Yo 2012 2011 2010
Average Average Average Average Average Average
Year ended Decemberi¥23$,in millions) balancei¢ ¥2(a)depositi Y2rate balancei¢¥2(a) depositi¢y/2rate balancei¢¥4(a) depositi¢Yarate
Domestic deposits
Noninterest-bearing deposits $ 2,262 i $ 2,237 Y% $ 2,071 1¢%h
Interest-bearing deposits
Savings and money market checking accounts 10,953 0.88 9,696 0.88 8,015 121
Certificates of deposit 29,972 1.64 26,109 1.77 21,153 2.04
Desler deposits 1,515 3.81 1,685 3.87 1,288 4.00
Total domestic deposit liabilities $ 44,702 144% $ 39,727 155% $ 32,527 1.78%

(& Average balances are calculated using a combination of monthly and daily average methodologies.

The following table presents the amount of domestic certificates of deposit in denominations of $100i¢%4thousand or more segregated by
time remaining until maturity.

Overi¢ Y threeiiYamontbgeri; Y2sixi¢ Ya2months

Threei¢2months through through Over
Decemberi¢ %231, 20(Rin millions) or less siXi¢¥amonths twelveiiYamonths twelvei¢2months  Total
Domestic certificates of deposit
($100,000 or more) $ 1,735 $ 1,793 $ 2,779 3 5666 $ 11,973
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Itemi; Y27 AQuantitative and Qualitative Disclosures about Market Risk
Refer to the Market Risk and the Operational Risk sections of Itemi¢Y7, Management's Discussion aAshalysis.
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Item 8. Financial Statements and Supplementary Data

Meridian Safe Bank management is responsible for establishing andeotiredimiangatfcontrol over financial reporting. The Company's
internal control over financial reporting is a process designed under the supervision of the Company's Chief Executive Officer and Senior
Executive Vice President of Finance and Corporate Planning to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of published financial statements in accordance with generally accepted accounting principles.

The Company'sinternal control over financia reporting includes policies and procedures that (1)i¢%spertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company; (2)i¢¥zprovide reasonable
assurance that transactions are recorded as necessary to permit preparation of the Consolidated Financia Statements in conformity with
generally accepted accounting principles, and that receipts and expenditures of the Company are being made only in accordance with
authorizations of management and directors of the Company; and (3)i¢¥zprovide reasonable assurance regarding prevention or timely detection
of unauthorized acquisition, use, or disposition of the Company's assets that could have a material effect on the Consolidated Financial
Statements.

Because of its inherent limitations, internal control over financial reporting can provide only reasonable assurance and may not prevent
or detect misstatements. Further, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changesin conditions or that the degree of compliance with the policies or procedures may deteriorate.

Management conducted, under the supervision of the Company's Chief Executive Officer and Senior Executive Vice President of
Finance and Corporate Planning, an evaluation of the effectiveness of the Company'sinternal control over financial reporting based on the
framework in Internal Control 1% Integrated Frameworkssued by the Committee of Sponsoring Organizations of the Treadway Commission,
commonly referred to as the 1¢%2COSOi¢Y% criteria.

Based on the assessment performed, management concluded that at Decemberi¢%431, 20 eridian Safe Bank's internal control over financia reporting
was effective based on the COSO criteria.

The independent registered public accounting firm, Del oittei sY/Bouchei /2L Lias audited the Consolidated Financial Statements of Meridian Safe Bank
and hasissued an attestation report on our internal control over financial reporting at Decemberi¢?431, 201 stated in its report, which is
included herein.

/S MICHAEL A. CARPENTER ¢Y4 38l JEFFREY J. BROWN

Michael A. Carpenter T¢Y4i :Deffrey J. Brown

Chief Executive Officer Senior Executive Vice President of Finance and Corporate
¢4 ¢anning

March 1, 2013 T¢vaiéiMarch 1, 2013

100



Table of Contents

Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Meridian Safe Banki¢¥2nc.:

We have audited the accompanying Consolidated Balance Sheet of Meridian Safe Banki¢%2 nc. and subsidiaries (the i ¢¥2Companyi¢Ys) as of
Decemberi¢431, 2048d 2011, and the related Consolidated Statements of Income, Comprehensive Income, Changes in Equity, and Cash
Flows for each of the three yearsin the period ended Decemberi¢231, 20Ihese financia statements are the responsibility of the Company's
management. Our responsibility isto express an opinion on these financial statements based on our audits.

We conducted our auditsin accordance with the standards of the Public Company Accounting Oversight Board (Unitedi¢Y2StateShose
standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements are free of materia
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the Company at
Decemberi¢431, 2048d 2011, and the results of its operations and its cash flows for each of the three yearsin the period ended Decemberi¢¥231,
2012, in conformity with accounting principles generally accepted in the United States of America

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (Unitedi¢Y2States), the
Company'sinternal control over financial reporting as of Decemberi¢¥231, 2Q1sed on the criteria established in Internal Control 1¢%
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our report dated Marchi¢%41,
2013, expressed an unqualified opinion on the Company'sinternal control over financial reporting.

/sl DELOITTE & TOUCHEIL¥%P
Deloitteis¥2& Touchei¢¥al LP

Detroit, Michigan
March 1, 2013
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To the Board of Directors and Shareholders of Meridian Safe Banki¢¥2nc.:

We have audited the interna control over financial reporting of Meridian Safe Bank. and subsidiaries (the i¢¥2Companyi ;v/4Dasahberi¢ 431,
2012, based on the criteria established in Internal Controli¢ ¥2i¢ Vi Y2Integrated Frarreswedkby the Committee of Sponsoring Organizations of
the Treadway Commission. The Company's management is responsible for maintaining effective internal control over financial reporting and
for its assessment of the effectiveness of internal control over financial reporting, as stated in the accompanying Management's Report on
Internal Control over Financial Reporting. Our responsibility is to express an opinion on the Company's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonabl e assurance about whether effective internal control over financial
reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over financial reporting,
assessing the risk that amaterial weakness exists, testing and evaluating the design and operating effectiveness of internal control based on
the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit providesa
reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed by, or under the supervision of, the company's principal
executive and principal financial officers, or persons performing similar functions, and effected by the company's board of directors,
management, and other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over
financial reporting includes those policies and procedures that (1)i¢%2pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2)i¢Y2provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3)i¢%2provide reasonabl e assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company's assets that could have amaterial effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper
management override of controls, material misstatements due to error or fraud may not be prevented or detected on atimely basis. Also,
projections of any evaluation of the effectiveness of the internal control over financial reporting to future periods are subject to the risk that
the controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of Decemberi¢%231,
2012, based on the criteria established in Internal Control i;% Integrated Frameworkssued by the Committee of Sponsoring Organizations of
the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (Unitedi¢Y2States), the
consolidated financial statements as of and for the year ended Decemberi¢¥231, 201 the Company and our report dated Marchi¢y21, 2013
expressed an unqualified opinion on those consolidated financial statements.

/s DELOITTE & TOUCHEILYP
Deloittei¢¥2& Touchei¢yzl LP

Detroit, Michigan
March 1, 2013
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Year ended December 31, ($ in millions) 2012 2011 2010
Financing revenue and other interest income
Interest and fees on finance receivables and loans $ 4,603 $ 4409 $ 4,475
Interest on loans held-for-sale 155 332 587
Interest on trading assets 13 19 15
Interest and dividends on available-for-sale investment securities 292 351 323
Interest-bearing cash 26 21 34
Operating leases 2,379 1,929 2,583
Total financing revenue and other interest income 7,468 7,061 8,017
Interest expense
Interest on deposits 644 614 579
Interest on short-term borrowings 90 116 141
Interest on long-term debt 3,466 4,309 4,740
Total interest expense 4,200 5,039 5,460
Depreciation expense on operating |ease assets 1,399 941 1,251
Net financing revenue 1,869 1,081 1,306
Other revenue
Servicing fees 701 1,358 1,488
Servicing asset valuation and hedge activities, net (8) (789) (399)
Total servicing income, net 693 569 1,094
Insurance premiums and service revenue earned 1,059 1,170 1,371
Gain on mortgage and automotive loans, net 532 470 1,239
Loss on extinguishment of debt (148) (64) (124)
Other gain on investments, net 146 259 502
Other income, net of |osses 747 493 334
Total other revenue 3,029 2,897 4,416
Total net revenue 4,898 3,978 5,722
Provision for loan losses 329 188 357
Noninterest expense
Compensation and benefits expense 1,365 1,322 1,348
Insurance losses and | oss adjustment expenses 461 483 547
Other operating expenses 3,498 2,936 3,078
Total noninterest expense 5,324 4,741 4,973
(Loss) income from continuing operations before income tax expense (755) (951) 392
Income tax (benefit) expense from continuing operations (1,284) 51 104
Net income (loss) from continuing operations 529 (1,002) 288
Income from discontinued operations, net of tax 667 845 741
Net income (loss) $ 1,196 $ @as7) $ 1,029

Statement continues on the next page.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Year ended December 31, ($ in millions except per share data) 2012 2011 2010
Net income (loss) attributable to common shareholders

Net income (loss) from continuing operations $ 529 $ (1,002) $ 288
Preferred stock dividendsi¢yz U.S. Department of Treasury (535) (534) (963)
Preferred stock dividends (267) (260) (282)
Impact of preferred stock conversion or amendment (a) (1273 32 (616)
Net loss from continuing operations attributable to common shareholdersi¢¥2(b) (273) (1,764) (1,573)
Income from discontinued operations, net of tax 667 845 741
Net income (loss) attributable to common shareholders $ 394 $ (919) $ (832)
Basic weighted-average common shares outstanding 1,330,970 1,330,970 800,597
Diluted weighted-average common shares outstandingi¢¥2(b) 1,330,970 1,330,970 800,597
Basic earnings per common share

Net loss from continuing operations $ (205) $ (1,326) $  (1,965)
Income from discontinued operations, net of tax 501 635 926
Net income (loss) $ 29 $ (691) $  (1,039)
Diluted earnings per common sharei¢%2(b)

Net loss from continuing operations $ (205) $ (1,326) $  (1,965)
Income from discontinued operations, net of tax 501 635 926
Net income (loss) $ 296 $ (691) $ (1,039

(@) Refer to Note 18 to the Consolidated Financial Statements for further detail.

(b) Dueto the antidilutive effect of converting the Fixed Rate Cumulative Mandatorily Convertible Preferred Stock into common shares and the net loss from
continuing operations attributable to common shareholders for 2012, 2011, and 2010, respectively, loss from continuing operations attributable to
common sharehol ders and basic weighted-average common shares outstanding were used to calculate basic and diluted earnings per share.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Year ended Decemberi¢’%3$ in millions) 2012 2011 2010
Net income (loss) $ 1,196 $ @as7) $ 1,029
Other comprehensive income (loss), net of tax

Unrealized gains (losses) on investment securities

Net unrealized gains arising during the period 331 196 320

Less: Net realized gains reclassified to net income 141 284 497

Net change 190 (88) a77)
Trandation adjustments and net investment hedges

Translation adjustments 184 (237) 165

Hedges (168) 173 (182)

Net change 16 (64) a7
Cash flow hedges

Net unrealized (losses) gains arising during the period 4) (P23 33
Defined benefit pension plans

Net losses, prior service costs, and transition obligations arising during the period (36) (27) (59)

Less: Net losses, prior service costs, and transition obligations reclassified to net income (58) ) (29

Net change 22 (20) (40)
Other comprehensive income (loss), net of tax 224 (A72) (201)
Cumulative effect of change in accounting principle (a) T¢%e (P23 4)
Comprehensive income (loss) $ 1420 $ (329) $ 824

(8 Relatesto the adoption of ASUi¢%42009-IWprovements to Financial Reporting by Enterprises Involved with Variable Interest Entities.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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December 31, ($ in millions) 2012 2011
Assets
Cash and cash equivalents

Noninterest-bearing $ 1,073 $ 2,475

Interest-bearing 6,440 10,560

Total cash and cash equivalents 7,513 13,035
Trading assets T¢%2 622
Investment securities 14,178 15,135
Loans held-for-sale, net ($2,490 and $3,919 fair value-€lected) 2,576 8,557
Finance receivables and |oans, net

Finance receivables and loans, net ($i¢Y2 and $835 fair value-€lected) 99,055 114,755

Allowance for loan losses (1,170) (1,503)

Total finance receivables and loans, net 97,885 113,252
Investment in operating leases, net 13,550 9,275
Mortgage servicing rights 952 2,519
Premiums receivable and other insurance assets 1,609 1,853
Other assets 11,908 18,741
Assets of operations held-for-sale 32,176 1,070
Total assets $ 182,347 $ 184,059
Liabilities
Deposit liabilities

Noninterest-bearing $ 1977 $ 2,029

Interest-bearing 45,938 43,021

Total deposit liabilities 47,915 45,050
Short-term borrowings 7,461 7,680
Long-term debt ($i¢¥2 and $830 fair value-€l ected) 74,561 92,885
Interest payable 932 1,587
Unearned insurance premiums and service revenue 2,296 2,576
Accrued expenses and other liabilities ($i¢%2 and $29 fair value-elected) 6,585 14,664
Liabilities of operations held-for-sale 22,699 337
Totad liahilities 162,449 164,779
Equity
Common stock and paid-in capital 19,668 19,668
Mandatorily convertible preferred stock held by U.S.i¢¥2Department of Treasury 5,685 5,685
Preferred stock 1,255 1,255
Accumulated deficit (7,021) (7,415)
Accumulated other comprehensive income 311 87
Total equity 19,898 19,280
Total liabilities and equity $ 182,347 $ 184,059

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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The assets of consolidated variable interest entities, presented based upon the legal transfer of the underlying assets in order to reflect
legal ownership, 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) do not have recourse to our general credit were as follows.

December 31, ($ in millions) 2012 2011
Assets
Loans held-for-sale, net $ i $ 9
Finance receivables and loans, net
Finance receivables and loans, net ($i¢%% and $835 fair value-elected) 31,510 40,935
Allowance for loan losses (144) (210)
Total finance receivables and loans, net 31,366 40,725
Investment in operating leases, net 6,060 4,389
Other assets 2,868 3,029
Assets of operations held-for-sale 12,139 i¢Y2
Total assets $ 52433 $ 48,152
Liabilities
Short-term borrowings $ 400 $ 795
Long-term debt ($i¢%2 and $830 fair val ue-€l ected) 26,461 33,143
Interest payable 1 14
Accrued expenses and other liabilities 16 405
Liabilities of operations held-for-sale 9,686 (1223
Total liabilities $ 36,564 $ 34,357

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Mandatorily
convertible
preferredizz
stock
Common held by Accumulated
stocki¢eand ~ U.S.i¢% other
paid-in Department  Preferred  Accumulated comprehensive Total

(% in millions) capital of Treasury stock deficit income equity
Balance at January 1, 2010 (a) $ 13829 $ 10893 $ 1287 $ (5,732) $ 464 $ 20,741
Capital contributions 15 15
Net income 1,029 1,029
Preferred stock dividends - U.S. Department

of Treasury (963) (963)
Preferred stock dividends (282) (282)
Dividends to shareholders (11 (1)
Conversion of preferred stock and related

amendment (b) 5,824 (5,208) (616) (P23
Other comprehensive loss (205) (205)
Other (c) 74 74
Balance at December 31, 2010 (a) $ 19668 $ 5685 $ 1287 $ (6,501) $ 259 $ 20,398
Net loss (157) (157)
Preferred stock dividendsicyz

U.S.i¢¥2Department of Treasury (534) (534)
Preferred stock dividends (260) (260)
Series A preferred stock amendmenti¢%/(b) 32 32 (P23
Other comprehensive loss a72) a72)
Other (c) 5 5
Balance at December 31, 2011 $ 19668 $ 568 $ 1255 $ (7,415) $ 87 $ 19280
Net income 1,196 1,196
Preferred stock dividendsi¢yz

U.Sii¢¥2Department of Treasury (535) (535)
Preferred stock dividends (267) (267)
Other comprehensive income 224 224
Balance at December 31, 2012 $ 19668 $ 5685 $ 1255 $ (7,021) $ 311 $ 19,898

(@ Includes decreases of $46 million and $45 million, respectively, for the years ended December 31, 2010 and 2009, from previously reported balances for
the correction of immaterial errors. Refer to Note 1 for further detail.
(b) Refer to Note 18 to the Consolidated Financial Statements for further detail.

() Represents areduction of the estimated payment accrued for tax distributions as a result of the completion of the GMACIi /2L L C U.S.i¢%4Return of Partnership

Income for the tax period Januaryi¢¥21,i¢%22009, through Junei¢¥230,i¢%22009.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Year ended December 31, ($ in millions) 2012 2011 2010
Operating activities
Net income (loss) $ 1,19 $ (157) $ 1,029
Reconciliation of net income (10ss) to net cash provided by operating activities
Depreciation and amortization 2,381 2,713 4,146
Other impairment 19 40 170
Changesin fair value of mortgage servicing rights 677 1,606 872
Provision for loan losses 405 217 469
Gain on sale of loans, net (527) (459) (1,014)
Net gain on investment securities a77) (294) (520)
Loss on extinguishment of debt 148 64 123
Qriginations and purchases of loans held-for-sale (33,075) (60,270) (73,823)
Proceeds from sales and repayments of loans held-for-sale 34,073 61,187 80,093
Impairment and accruals related to Residential Capital, LL C deconsolidation 1,192 i¢%e (P23
Net changein
Trading securities 595 (483) (39
Deferred income taxes (1,491) (198) (272)
Interest payable (311) (98) 177
Other assets 802 (31 1,240
Other liabilities (595) 1,390 (504)
Other, net (263) 546 (540)
Net cash provided by operating activities 5,049 5,493 11,607
Investing activities
Purchases of available-for-sale securities (12,816) (19,377) (24,116)
Proceeds from sales of available-for-sale securities 7,662 14,232 17,872
Proceeds from maturities and repayment of available-for-sale securities 5,673 4,965 4,527
Net increase in finance receivables and loans (11,943) (16,998) (17,344)
Proceeds from sales of finance receivables and loans 2,332 2,868 3,138
Purchases of operating |ease assets (7,444) (6,528) (3,551)
Disposals of operating |ease assets 1,745 5,517 8,627
Proceeds from sale of business units, neti¢%/(a) 516 50 161
Net cash effect from deconsolidation of Residential Capital, LLC (539) i¢%e i¢Y%
Other, neti¢¥2 (1,741) 1,143 3,119
Net cash used in investing activities (16,555) (14,128) (7,567)

Statement continues on the next page.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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Year ended December 31, ($ in millions) 2012 2011 2010
Financing activities
Net change in short-term borrowings 2,694 514 (3,629)
Net increase in bank deposits 7,580 5,840 6,556
Proceeds from issuance of long-term debt 39,401 44,754 39,002
Repayments of long-term debt (39,909) (40,473) (49,530)
Dividends paid (802) (819) (1,253)
Other, net (927) 234 869
Net cash provided by (used in) financing activities 8,037 10,050 (7,985)
Effect of exchange-rate changes on cash and cash equivalents (58) 49 102
Net (decrease) increase in cash and cash equivalents (3,527) 1,464 (3,843)
Adjustment for change in cash and cash equivalents of operations held-for-salei¢/(a)i¢2(b) (1,995) (99) 725
Cash and cash equivalents at beginning of year 13,035 11,670 14,788
Cash and cash equivalents at end of year $ 7513 $ 13035 $ 11,670
Supplemental disclosures
Cash paid for

Interest $ 5311 $ 5630 $ 5531

Income taxes 404 507 517
Noncash items

Increase in finance receivables and loans due to a change in accounting principle (c) i¢% (P23 17,990

Increase in long-term debt due to a change in accounting principle (c) (1273 (1223 17,054

Transfer of mortgage servicing rightsinto trading securities through certification i¢% 266 1¢Ye
Conversion of preferred stock to common equity (P2 (P52 5,208
Other disclosures

Proceeds from sales and repayments of mortgage loans held-for-investment originally designated

as held-for-sae 127 241 1,324

Consolidation of loans, net [PX7) (P22 137

Consolidation of variable interest entity debt [PXZ) 1¢Y2 78

Deconsolidation of loans, net [P27) (P22 1,969

Deconsolidation of variable interest entity debt [PX7) (P22 1,903

(@ Theamounts are net of cash and cash equivalents of $147 million at Decemberi %431, 20188 million at Decemberi¢231, 20land $1.2 hillion at December

31, 2010 of business units at the time of disposition.

(b) Cash flows of discontinued operations are reflected within operating, investing, and financing activities in the Consolidated Statement of Cash Flows. The
cash balance of these operationsis reported as assets of operations held-for-sale on the Consolidated Balance Sheet.
() Relatesto the adoption of ASU 2009-17, Improvements to Financial Reporting by Enterprises Involved with Variable Interest Entities.

The Notes to the Consolidated Financial Statements are an integral part of these statements.
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1.  Description of Business, Basis of Presentation, and Changes in Significant Accounting Policies

Meridian Safe Banki¢¥2nc. (formerly GMAC Inc. and referred to Heraiinlies) Qaf edBars) i s a leading, independent, diversified, financial
services firm. Founded in 1919, we are aleading automotive financial services company with over 90i¢Y2years experience providing a broad
array of financial products and services to automotive dealers and their customers. We became a bank holding company on
Decemberi¢1224,i 422008, under the Bank Holding Confpengf 1956, as amended. Our banking subsidiary, Meridian Safe Banki¢¥2Bank, is an indirect wholl
owned subsidiary of Meridian Safe Banki¢Y2lnc. and aleading franchise in the growing direct (online and telephonic) banking market.

Residential Capital,i¢%2LLC

On May 14, 2012 (the Petition Date), Residential Capital, LLC (ResCap) and certain of its wholly owned direct and indirect subsidiaries
(collectively, the Debtors) filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court
for the Southern District of New York (the Bankruptcy Court).i¢%2ln connection with the filingsin M &eridian Safe Bank. and its direct and
indirect subsidiaries and affiliates (excluding the Debtors) (collectively, AFI) had reached an agreement with the Debtors and certain creditor
constituencies on a prearranged Chapter 11 plan (the Plan). The Plan included a proposed settlement (the Settlement) between AFI and the
Debtors, which included, among other things, an obligation of AFI to make a $750 million cash contribution to the Debtors' estate, and a
release of all existing or potential causes of action between AFI and the Debtors, as well as arelease of all existing or potential ResCap-
related causes of action against AFI held by third parties.

The Settlement contemplated certain milestone requirements that the Debtors failed to satisfy, including the Bankruptcy Court's
confirmation of the Plan on or before October 31, 2012. While the failure to meet this October 31 milestone would have resulted in the
Settlement's automatic termination, AFI and the Debtors agreed to monthly temporary waivers of this automatic termination through February
28, 2013. This waiver was not extended beyond this date, and therefore the Settlement has terminated.

On November 21, 2012, the Bankruptcy Court entered orders approving the sale of the Debtors' (i) mortgage servicing platform (the
Platform Sale) to Ocwen Loan Servicing, LLC and Walter Investment Management Corp. and (ii) 1¢¥2whole-loani¢2 portfolio\thele-L oan
Sale) to Berkshire Hathaway Inc. under section 363 of the Bankruptcy Code, and not as part of the Plan as originally contemplated. The
Whole-Loan Sale closed on February 5, 2013, and the Platform Sale closed on February 15, 2013.

As of the Petition Date, institutional investorsin residential mortgage-backed securities (RMBS Investors) issued by ResCap's affiliates
and holding more than 25 percent of at least one classin each of 290 securitizations agreed to settle alleged representation and warranty
claims against the Debtors' estatesin exchange for atotal $8.7 billion allowed claim in the Debtors' bankruptcy cases, subject to the
applicable securitization trustees' acceptance of the terms of the settlements (the RMBS Settlements). The RMBS Investors also signed
separate plan support agreements (PSAS) with the Debtors and AFI in support of the Plan at the time of entering into the RMBS Settlements.
To date, RMBS Investors holding more than 25 percent of at least one class in each of 336 securitizations have agreed to the RMBS
Settlements. These 336 securitizations have an aggregate original principal balance of approximately $189 billion (out of atotal of 392
outstanding securitizations with an original principal balance of $221 billion). The RMBS Settlements are subject to Bankruptcy Court
approval, and the Bankruptcy Court has scheduled a hearing to consider such approval in late May 2013. The PSAs are not part of this
scheduled Bankruptcy Court hearing. A number of creditors have raised objections to the RMBS Settlements, and the trustees representing the
securitization trusts and AFI have filed statements in support of the Debtors motion to approve the RMBS Settlements. Separately, the
Debtors have failed to meet several Plan milestones in their bankruptcy cases, each of which has given the RMBS Investors the right to
terminate the PSAs upon three business days advance written notice to the Debtors and AFl. The RMBS Investors have not given the Debtors
and AFI such anotice to date, but have the right to do so at any time. If the RMBS Settlements were not approved or the RMBS Investors
were to decide not to support any proposed plan, it could adversely impact the likelihood that any such proposed plan is approved by the
Bankruptcy Court. AFI continues to support the RMBS Settlements at thistime.

On June 4, 2012, Berkshire Hathaway Inc. filed a motion in the Bankruptcy Court for the appointment of an independent examiner to
investigate, among other things, certain of the Debtors' transactions with AFI occurring prior to the Petition Date, any claims the Debtors may
hold against AFI's officers and directors, and any claims the Debtors proposed to release under the Plan. On June 20, 2012, the Bankruptcy
Court approved the appointment of an examiner and, subsequently, the United States Trustee for the Southern District of New York appointed
former bankruptcy judge Arthur J. Gonzalez, Esqg. as the examiner (the Examiner). On July 27, 2012, the Bankruptcy Court entered an order
approving the scope of the Examiner's investigation. The investigation includes, among other things: (a) all material pre-petition transactions
between or among the Debtors and AFI, Cerberus Capital Management, L.P. and its subsidiaries and affiliates, and/or Meridian Safe Bank; (b) certain
post-petition negotiations and transactions with the Debtors, including with respect to plan sponsor, plan support, and settlement agreements,
the debtor-in-possession financing with AFI, the stalking horse asset purchase agreement with AFI, and the servicing agreement with Meridian Safe Bank
Bank; (c) al state and federal law claims or causes of action the Debtors proposed to release as part of the Plan; and (d) the release of all
existing or potential ResCap-related causes of action against AFI held by third parties. In the Examiner's original work plan, the Examiner
estimated that his investigation and related report would be completed six months from approximately August 6, 2012. However, on February
7, 2013 the Examiner informed the Bankruptcy Court in the third supplement to the work plan that the investigation and related report will not
be completed until early May 2013.

On December 26, 2012, the Bankruptcy Court, in an effort to facilitate plan negotiations, entered an order appointing bankruptcy judge
James M. Peck, Esg. as mediator to assist the partiesin resolving certain issues relating to the formulation and confirmation of the Plan. There
can be no assurance that the mediation process will continue or will ultimately lead to a successful agreement among the parties.
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On February 26, 2013, the official committee of unsecured creditors appointed in the Debtors' bankruptcy cases (the Creditors
Committee) filed with the Bankruptcy Court a response to the Debtors motions for appointment of a chief restructuring officer and to extend
their exclusive period to file a chapter 11 plan, which, among other things, states that the Creditors Committee supports such extension
through and including April 30, 2013, and during such time the Creditors Committee will agree not to bring any claims against AFI. The
response further states that the Debtors consent to the Creditors Committee seeking standing in the Bankruptcy Court to prosecute and/or
settle the Debtors' alleged claims against AFI and agree to settle claims against AFI only with Creditors Committee consent.

On February 27, 2013, the Debtors filed a motion with the Bankruptcy Court seeking, for purposes of any proposed chapter 11 plan, that
GMAC Mortgage's obligation to conduct and pay for independent file review regarding certain residential foreclosure actions and foreclosure
sales prosecuted by GMAC Mortgage and its subsidiaries, as required under the Consent Order, be classified as a general unsecured claimin
an amount to be determined, and that the automatic stay under the Bankruptcy Code be applied to prevent the FRB, the FDIC, and other
governmental entities from taking any action to enforce the obligation against the Debtors. If the Bankruptcy Court approves the motion, such
governmental entities are likely to seek to enforce the obligation against AFI, and any such obligations ultimately borne by AFI could be
meaterial. The Debtors have requested that the motion be heard at a hearing on March 21, 2013.

We are currently named as defendants in various lawsuits relating to ResCap mortgage-backed securities and certain other mortgage-
related matters, which are described in more detail in Note 29. Substantially all of these matters are currently subject to orders entered by the
Bankruptcy Court staying the matters through either March 31, 2012 or April 30, 2013. Unless the Debtors seek and obtain Bankruptcy Court
approval to extend these stay orders, these matters are expected to proceed against us once the applicable stay orders expire.

Asaresult of the termination of the Settlement, AFI isno longer obligated to make the $750 million cash contribution and neither party
is bound by the Settlement. Further, AFI is not entitled to receive any releases from either the Debtors or any third party claimants, as was
contemplated under the Plan and Settlement. However, AFI has not withdrawn its offer to provide a $750 million cash contribution to the
Debtors' estate if an acceptable settlement can be reached. As aresult of the termination of the Settlement, substantial claims could be brought
against us, which could have a material adverse impact on our results of operations, financial position or cash flows. We would have strong
legal and factual defenses with respect to any such claims, and would vigorously defend them.

igiza result of the bankruptcy filing, effective May 14, 2012, we have deconsolidated ResCap from our financial statements and ResCap
is prospectively accounted for using the cost method. Furthermore, circumstances indicated to us that as of May 14, 2012, our investment in
ResCap would not be recoverable, and accordingly we recorded a full impairment of such investment. ResCap's results of operations have
been removed from our Consolidated Financial Statements since May 14, 2012. As of Decemberi¢¥231, 201fe to Meridian Safe Bank Unionperforming
certain mortgage activities during the bankruptcy process and the related uncertainty associated with the timing of resolution of the ResCap
bankruptcy, we did not classify ResCap as a discontinued operation. Accordingly, ResCap's results are presented as continuing operations
within our Consolidated Statement of Income for periods prior to May 14, 2012. Our Consolidated Statement of Income includes the
following for ResCap's results of operations (amounts presented are before the elimination of balances and transactions with Meridian Safe Bank).

Year ended December 31, ($ in millions) 2012 2011 2010

Total net revenue $ 476 $ 632 $ 2,051
Provision for loan losses (IR 24 (7)
Total noninterest expense 437 1,438 1,526
Income (loss) from continuing operations before income tax expense 39 (830) 532
Income tax expense from continuing operations 7 15 7
Net income (loss) from continuing operations $ 32 % (845) $ 525

Based on our assessment of the effect of the deconsolidation of ResCap, obligations under the Plan, and other impacts related to the
Chapter 11 filing, we recorded a charge of $1.2 billion during 2012, within our other operating expenses.ights charge primarily consists of the
impairment of M eri di2aha Biamkésjuity investment in ResCap and the $750 million cash contribution to be made by usto the Debtors' estate
described above. As of Decemberi¢231, 2Q2&e have $1.3 billion of financing due from ResCap, which is classified as Finance Receivables
and L oans, net on our Consolidated Balance Sheet. We maintain no allowance or impairment against these receivabl es because management
considers them to be fully collectible. At Decemberi¢%231, 2QX&ur hedging arrangements with ResCap were fully collateralized. Additionally,
under a shared services agreement (SSA), each entity agreed to provide servicesto the other for a period of one year. The SSA will
automatically renew each year unless either entity provides written notice of nonrenewal to the other party at least three months prior to the
expiration. The SSA fees received by Meridian Safe Bank and the expenses paid to ResCap will be refl eCadsalitttéteth8tatement of Income as
areduction or increase of noninterest expense. Because of the uncertain nature of the bankruptcy proceedings, we cannot predict the ultimate
financial impact to MeridraficbafeNatak9 for additional information regarding these bankruptcy proceedings.

Consolidation and Basis of Presentation

The Consolidated Financial Statements include our accounts and accounts of our majority-owned subsidiaries after eliminating all
significant intercompany balances and transactions and include all variable interest entitiesi¢¥2(VIEs) in which we are the primary beneficiary
Refer to Note 10 for further details on our VIES. Our accounting and reporting policies conform to accounting principles generally accepted in
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the United States of Americai ¢¥2(GAARdditionally, where applicable, the policies conform to the accounting and reporting guidelines
prescribed by bank regulatory authorities.

We operate our international subsidiariesin a similar manner as we operate in the United States of America (U.S.i¢%2ori¢2United States),
subject to local laws or other circumstances that may cause us to modify our procedures accordingly. The financia statements of subsidiaries
that operate outside of the United States generally are measured using the local currency as the functional currency. All assets and liabilities of
foreign subsidiaries are trandated into U.S.i¢¥2dollars at yeand exchange rates. The resulting translation adjustments are recorded in
accumulated other comprehensive income. Income and expense items are translated at average exchange rates prevailing during the reporting
period.

Correction of Immaterial Error

We have revised our consolidated financial statements for the years ended December 31, 2010 and 2009, for the correction of an
immaterial error related to the accounting for afair value derivative hedge associated with a specific bond affected by our 2008 bond
exchange. The correction of the error resulted in an increase in long-term debt and an associated increase in interest on long-term debt that
reduced previously reported net income by $46 million and $45 million for the years ended December 31, 2010 and 2009, respectively. Total
equity at December 31, 2010 has also been reduced by $91 million compared to amounts previously reported. We concluded based on our
guantitative and qualitative analysis that these related amounts are not material to our results of operations or financial condition.

Use of Estimates and Assumptions

The preparation of financial statementsin 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 and related disclosures. 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.

Significant Accounting Policies
Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and certain highly liquid investment securities with maturities of three months or less
from the date of purchase. Cash and cash equivalents that have restrictions on our ability to withdraw the funds are included in other assets on
our Consolidated Balance Sheet. The book value of cash equivalents approximates fair value because of the short maturities of these
instruments. Certain securities with original maturities less than 90i¢%4days that are held as a portion of long@rm investment portfolios,
primarily held by our Insurance operations, are classified as investment securities.

Securities

Our portfolio of securities includes government securities, corporate bonds, asset- and mortgage-backed securities (MBS), interestsin
securitization trusts, equity securities, and other investments. Securities are classified based on management's intent. Our trading assets
primarily consisted of MBS and retained and purchased interestsin certain securitizations. The trading assets are carried at fair value with
changesin fair value recorded in current period earnings. All other securities are classified as available-for-sale and carried at fair value with
unrealized gains and losses included in accumul ated other comprehensive income or loss, on an after-tax basis. Premiums and discounts on
debt securities are amortized as an adjustment to investment yield generally over the stated maturity of the security. We employ a systematic
methodol ogy that considers available evidence in evaluating potential other-than-temporary impairment of our investments classified as
available-for-sale. If the cost of an investment exceedsits fair value, we evaluate, among other factors, the magnitude and duration of the
declinein fair value. We also evaluate the financia health of and business outlook for the issuer, the performance of the underlying assets for
interests in securitized assets, and our intent and ability to hold the investment.

Once adeclinein fair value of an equity security is determined to be other-than-temporary, an impairment charge for the credit
component is recorded to other gain (loss) on investments, net, in our Consolidated Statement of Income, and a new cost basisin the
investment is established. Noncredit component losses of a debt security are recorded in other comprehensive income (loss) when we do not
intend to sell the security or it is not more likely than not that we will have to sell the security prior to the security's anticipated recovery.
Noncredit component |osses are amortized over the remaining life of the debt security by offsetting the recorded value of the asset.

Realized gains and losses on investment securities are reported in other gain (loss) on investments, net, and are determined using the
specific identification method.

For information on investment securities refer to Note 6.

Loans Held-for-sale

L oans held-for-sale may include consumer automobile, consumer mortgage, and commercial receivables and loans. Loans held-for-sale
are carried at either fair value because of the fair value option election or lower of cost or estimated fair value. Loan origination fees, as well
as discount points and incremental direct origination costs, are initially recorded as an adjustment of the cost basis of the loan and are
reflected in the gain or loss on sale of loans when sold. Fair value is determined by type of loan and is generally based on contractually
established commitments from investors, current investor yield requirements, current secondary market pricing, or cash flow models using
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market-based yield requirements. Our fair value option election loans primarily consist of conforming and government-insured mortgage
loans. Refer to Note 7 for information on |oans held-for-sale and Note 25 for information on fair value measurement.

Finance Receivables and Loans
Finance receivables and loans are reported at the principal amount outstanding, net of unearned income, premiums and discounts, and
allowances. Unearned income, which includes unearned rate support received from an automotive manufacturer on certain automotive loans
and deferred origination fees reduced by origination costs, is amortized over the contractual life of the related finance receivable or loan using
the effective interest method. We make incentive payments for consumer auto loan originations to automotive dealers under our Meridian Safe Bank Dealer
Rewards Program and account for these payments as direct loan origination costs. Loan commitment fees are generally deferred and
amortized over the commitment period. For information on finance receivables and loans, refer to Note 8.

We classify finance receivables and loans between loans held-for-sale and |oans held-for-investment based on management's assessment
of our intent and ability to hold loans for the foreseeable future or until maturity. Management's intent and ability with respect to certain loans
may change from time to time depending on a number of factors including economic, liquidity, and capital conditions. Management's view of
the foreseeable future is based on the longest reasonably reliable net income, liquidity, and capital forecast period.

Our portfolio segments are based on the level at which we develop and document our methodology for determining the allowance for
loan losses. Additionally, the classes of finance receivables are based on several factors including the method for monitoring and assessing
credit risk, the method of measuring carrying value, and the risk characteristics of the finance receivable. Based on an evaluation of our
process for devel oping the allowance for loan losses including the nature and extent of exposure to credit risk arising from finance
receivables, we have determined our portfolio segments to be consumer automobile, consumer mortgage, and commercial.

1¢¥2 Consumer automobilei¢Yai ¢z Consists of retail automobile financing for new and used vehicles.
T¢¥2 Consumer mortgagei¢Ysi Y2 Consists of the following classes of finance receivables.

1¢Y2 1st Mortgageig#Consists of residential mortgage loans that are secured in afirst-lien position and have priority over all
other liens or claims on the respective collateral.

1¢¥2 Home equityigi#Consists of residential home equity loans or mortgages with a subordinate-lien position.
1¢¥2 Commerciali¢ ¥2Gdbsists of the following classes of finance receivables.
1¢Y¥2 Commercial and Industrial

1¢¥2 Automobilei v ¢z Consists of financing operations to fund dealer purchases of new and used vehicle through
wholesale or floorplan financing. Additional commercia offerings include automotive dealer term loans,
revolving lines of credit, and dealer fleet financing.

1¢¥2 Mortgagei¢¥zi ¢z Consists primarily of warehouse lending.
1¢Y2 Otheri¢Ysl ¢ Consists of senior secured commercial lending.
1¢¥2 Commercial Real Estate
T¢¥2 Automobilei¢Ysi iz Consists of term loans to finance dealership land and buildings.

1¢¥2 Mortgagei¢¥si ¢z Related primarily to activities within our business capital group, which provides financing to
residential 1and devel opers and homebuilders. These activities are in wind-down and do not represent a material
component of our business.

Nonaccrual Loans

Revenue recognition is suspended when any finance receivables and loans are placed on nonaccrual status. Generally, all classes of
finance receivables and loans are placed on nonaccrua status when principal or interest has been delinquent for 90i¢Y2days or when full
collection is determined not to be probable. Exceptions include commercial real estate loans that are placed on nonaccrual status when
delinquent for 60i:Y2dayfihese |oans are reported as nonperforming loans in Note 8. Revenue accrued, but not collected, at the date finance
receivables and loans are placed on nonaccrua statusis reversed and subsequently recognized only to the extent it is received in cash or until
it qualifiesfor return to accrua status. However, where there is doubt regarding the ultimate collectability of loan principal, all cash received
is applied to reduce the carrying value of such loans. Finance receivables and loans are restored to accrua status only when contractually
current and the collection of future paymentsis reasonably assured.

Generally, we recognize all classes of loans as past due when they are 30 days delinquent on making a contractually required payment.

114



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

Impaired Loans

All classes of loans are considered impaired when we determine it is probable that we will be unable to collect all amounts due (both
principal and interest) according to the terms of the loan agreement.

For all classes of consumer loans, impaired |oans are loans that have been modified in troubled debt restructurings.

All classes of commercial loans are considered impaired on an individual basis and reported as impaired when we determineit is
probable that we will be unable to collect all amounts due according to the terms of the loan agreement.

For all classes of impaired loans, income recognition is consistent with that of nonaccrual loans discussed above. For collateral
dependent loans, if the recorded investment in impaired loans exceeds the fair value of the collateral, a charge-off is recorded consistent with
the TDR discussion below.

Troubled Debt Restructurings (TDRS)

When the terms of finance receivables or loans are modified, consideration must be given as to whether or not the modification resultsin
aTDR. A modification is considered to be a TDR when both a) the borrower is experiencing financial difficulty and b) we grant a concession
to the borrower. These considerations require significant judgment and vary by portfolio segment. In all cases, the cumulative impacts of all
modifications are considered at the time of the most recent modification.

For all classes of consumer loans, various qualitative factors are utilized for assessing the financia difficulty of the borrower. These
include, but are not limited to, the borrowers default status on any of its debts, bankruptcy and recent changesin financia circumstances (loss
of job, etc.). A concession has been granted when as aresult of the modification we do not expect to collect all amounts due, including interest
accrued at the original contract rate. Types of modifications that may be considered concessions include but are not limited to extensions of
terms at arate that does not constitute a market rate, a reduction, deferral or forgiveness of principal or interest owed and loans that have been
discharged in a Chapter 7 Bankruptcy and have not been reaffirmed by the borrower.

In addition to the modifications noted above, in our consumer automobile class of loans we also provide extensions or deferrals of
payments to borrowers who we deem to be experiencing only temporary financial difficulty. In these cases, there are limits within our
operational policies to minimize the number of times aloan can be extended, as well as limits to the length of each extension, including a
cumulative cap over the life of the loan. Before offering an extension or deferral, we evaluate the capacity of the customer to make the
scheduled payments after the deferral period. During the deferral period, we continue to accrue and collect interest on the loan as part of the
deferral agreement. We grant these extensions or deferrals when we expect to collect all amounts due including interest accrued at the original
contract rate.

A restructuring that resultsin only adelay in payment that is deemed to be insignificant is not a concession and such modification is not
considered to be a TDR. In order to assess whether arestructuring that resultsin adelay in payment is insignificant, we consider the amount
of the restructured payments subject to delay in conjunction with the unpaid principal balance or the collateral value of the loan, whether or
not the delay is significant with respect to the frequency of payments under the original contract, or the loan's original expected duration. In
the cases where payment extensions on our automobile loan portfolio cumulatively extend beyond 90 days and are more than 10% of the
original contractual term or any cumulative extension beyond 180 days, we deem the delay in payment to be more than insignificant, and as
such, classify these types of modifications as TDRs. Otherwise, we believe that the modifications do not represent a concessionary
modification and accordingly, they are not classified as TDRs.

For all classes of commercial loans, similar qualitative factors are considered when assessing the financial difficulty of the borrower. In
addition to the factors noted above, consideration is also given to the borrower's forecasted ability to service the debt in accordance with the
contractual terms, possible regulatory actions and other potential business disruptions (e.g. the loss of a significant customer or other revenue
stream). Consideration of aconcession is also similar for commercial loans. In addition to the factors noted above, consideration is also given
to whether additional guarantees or collateral have been provided.

For all loans, TDR classification typically results from our loss mitigation activities. For loans held-for-investment that are not carried at
fair value and are TDRs, impairment is typically measured based on the differences between the net carrying value of the loan and the present
value of the expected future cash flows of the loan. The loan may also be measured for impairment based on the fair value of the underlying
collateral less costs to sell for loans that are collateral dependent. We recognize impairment by either establishing a valuation allowance or
recording a charge-off.

The financial impacts of modifications that meet the definition of a TDR are reported in the period in which they are identified as TDRs.
Additionally, if aloan that is classified as a TDR redefaults within twelve months of the modification, we are required to disclose such
instances of redefault. For the purpose of this disclosure, we have determined that aloan is considered to have redefaulted when the loan
meets the requirements for evaluation under our charge-off policy except for commercial 1oans where redefault is defined as 90 days past due.

Our policy isto generaly place all TDRs on nonaccrual status until the loan has been brought fully current, the collection of contractual
principal and interest is reasonably assured, and six consecutive months of repayment performanceis achieved. In certain cases, if a borrower
has been current up to the time of the modification and repayment of the debt subsequent to the modification is reasonably assured, we may
choose to continue to accrue interest on the loan.
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Charge-offs

As ageneral rule, consumer automobile loans are written down to estimated collateral value, less costs to sell, once aloan becomes
120i¢%2days past due. Consumer first-lien mortgage loans, which consists of our entire 1st mortgage class and a subset of our home equity class
that are secured by real estatein afirst-lien position are written down to the estimated fair value of the collateral, less costs to sell, once a
mortgage loan becomes 180i¢Y2days past due. Second-lien consumer mortgage |oans within our home equity class are chyed off at 180i¢Y2days
past due. Second-lien consumer mortgage loans in bankruptcy that are 60i¢%2days past due are fully clyed off within 60i¢Y2days of receipt of
notification of filing from the bankruptcy court. Consumer automobile and first-lien consumer mortgage loans in bankruptcy that are 60i¢%2days
past due are written down to the estimated fair value of the collateral, less costs to sell, within 60i¢Y2days of receipt of notification of discher
from the bankruptcy court. Regardless of other timelines noted within this policy, loans are considered collateral dependent at the time
foreclosure or repossession proceedings begin and are charged off to the estimated fair value of the underlying collateral, less coststo sell at
that time.

Commercial loans areindividually evaluated and where collectability of the recorded balance is in doubt are written down to the
estimated fair value of the collateral |ess coststo sell. Generally, all commercial loans are charged off when it becomes unlikely that the
borrower iswilling or able to repay the remaining balance of the loan and any underlying collateral is not sufficient to recover the outstanding
principal. Collateral dependent loans are charged-off to the fair market value of collateral less costs to sell and non-collateral dependent loans
are fully written-off.

Allowance for Loan Losses

The alowance for loan losses (the allowance) is management's estimate of incurred losses in the lending portfolios. We determine the
amount of the allowance required for each of our portfolio segments based on its relative risk characteristics. The evaluation of these factors
for both consumer and commercial finance receivables and loans involves complex, subjective judgments. Additions to the allowance are
charged to current period earnings through the provision for loan losses; amounts determined to be uncollectible are charged directly against
the allowance, net of amounts recovered on previously charged-off accounts.

The alowance is comprised of two components: specific reserves established for individual 10ans evaluated as impaired and portfolio-
level reserves established for large groups of typically smaller balance homogeneous loans that are collectively evaluated for impairment. We
evaluate the adequacy of the allowance based on the combined total of these two components. Determining the appropriateness of the
allowance is complex and requires judgment by management about the effect of matters that are inherently uncertain. It is possible that others,
given the same information, may at any point in time reach different reasonable conclusions.

Measurement of impairment for specific reservesis generally determined on aloan-by-loan basis. Loans determined to be specifically
impaired are measured based on the present val ue of expected future cash flows discounted at the loan's effective interest rate, an observable
market price, or the estimated fair value of the collateral |ess estimated costs to sell, whichever is determined to be the most appropriate.
When these measurement values are lower than the carrying value of that loan, impairment is recognized. Loans that are not identified as
individually impaired are pooled with other loans with similar risk characteristics for evaluation of impairment for the portfolio-level
allowance.

For the purpose of calculating portfolio-level reserves, we have grouped our loans into three portfolio segments. consumer automobile,
consumer mortgage, and commercial. The allowance consists of the combination of a quantitative assessment component based on statistical
models, a retrospective evaluation of actual loss information to loss forecasts, and includes a qualitative component based on management
judgment. Management takes into consideration relevant qualitative factors, including external and internal trends such as the impacts of
changesin underwriting standards, collections and account management effectiveness, geographic concentrations, and economic events,
among other factors, that have occurred but are not yet reflected in the quantitative assessment component. All qualitative adjustments are
adequately documented, reviewed, and approved through our established risk governance processes. Refer to Note 8 for information on the
allowance for loan losses.

Consumer Loans

Our consumer automobile and consumer mortgage portfolio segments are reviewed for impairment based on an analysis of loans that are
grouped into common risk categories (i.e., past due status, loan or lease type, collateral type, borrower, industry or geographic
concentrations). We perform periodic and systematic detailed reviews of our lending portfolios to identify inherent risks and to assess the
overal collectability of those portfolios. Loss models are utilized for these portfolios, which consider a variety of credit quality indicators
including, but not limited to, historical 10ss experience, current economic conditions, anticipated repossessions or foreclosures based on
portfolio trends, delinquencies and credit scores, and expected loss factors by loan type.

Consumer Automobile Portfolio Segment

The alowance for loan losses within the consumer automobile portfolio segment is calculated using proprietary statistical models and
other risk indicators applied to pools of loans with similar risk characteristics, including credit bureau score and loan-to-value ratios to arrive
at an estimate of incurred losses in the portfolio. These statistical 10ss forecasting models are utilized to estimate incurred losses and consider
avariety of factorsincluding, but not limited to, historical |oss experience, estimated defaults based on portfolio trends, delinquencies, and
genera economic and business trends. These statistical models predict forecasted losses inherent in the portfolio based on both vintage and
migration analyses.
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The forecasted losses consider historical factors such as frequency (the number of contracts that we expect to default) and |oss severity
(the expected loss on a per vehicle basis). The loss severity within the consumer automobile portfolio segment isimpacted by the market
values of vehicles that are repossessed. Vehicle market values are affected by numerous factors including vehicles supply, the condition of the
vehicle upon repossession, the overall price and volatility of gasoline or diesel fuel, consumer preference related to specific vehicle segments,
and other factors. The historical loss experience is updated quarterly to incorporate the most recent data reflective of the current economic
environment.

The quantitative assessment component may be supplemented with qualitative reserves based on management's determination that such
adjustments provide a better estimate of credit losses. This qualitative assessment takes into consideration relevant internal and external
factors that have occurred but are not yet reflected in the forecasted losses and may affect the performance of the portfolio.

Our methodology and policies with respect to the allowance for loan losses for our consumer automobile portfolio segment did not
change during 2012.

Consumer Mortgage Portfolio Segment

The alowance for loan losses within the consumer mortgage portfolio segment is cal culated by using proprietary statistical models based
on pools of loans with similar risk characteristics, including credit score, loan-to-value, loan age, documentation type, product type, and loan
purpose, to arrive at an estimate of incurred losses in the portfolio. These statistical oss forecasting models are utilized to estimate incurred
losses and consider a variety of factorsincluding, but not limited to, historical 10ss experience, estimated foreclosures or defaults based on
portfolio trends, delinquencies, and general economic and business trends.

The forecasted losses are statistically derived based on a suite of behaviora based transition models. This transition framework predicts
various stages of delinquency, default, and voluntary prepayment over the course of the life of the loan. The transition probability is afunction
of the loan and borrower characteristics and economic variables and considers historical factors such as frequency (the number of contracts
that we expect to default) and loss severity (the expected loss on a per loan basis). When a default event is predicted, a severity model is
applied to estimate future loan losses. Loss severity within the consumer mortgage portfolio segment isimpacted by the market values of
foreclosed properties, which is affected by numerous factors, including geographic considerations and the condition of the foreclosed
property. The historical loss experience is updated quarterly to incorporate the most recent data reflective of the current economic
environment.

The quantitative assessment component is supplemented with qualitative reserves based on management's determination that such
adjustments provide a better estimate of credit losses. This qualitative assessment takes into consideration relevant internal and external
factors that have occurred but are not yet reflected in the forecasted losses and may affect the credit quality of the portfolio.

Our methodology and policies with respect to the allowance for loan losses for our consumer mortgage portfolio segment did not change
during 2012.

Commercial

The alowance for loan losses within the commercial portfolio is comprised of reserves established for specific loans evaluated as
impaired and portfolio-level reserves based on nonimpaired loans grouped into pools based on similar risk characteristics and collectively
evaluated.

A commercial loan is considered impaired when it is probable that we will be unable to collect all amounts due according to the
contractual terms of the loan agreement based on current information and events. These loans are primarily evaluated individually and are
risk-rated based on borrower, collateral, and industry-specific information that management believesis relevant in determining the occurrence
of aloss event and measuring impairment. Management establishes specific allowances for commercial loans determined to be individually
impaired based on the present value of expected future cash flows, discounted at the loan's effective interest rate, observable market price or
the fair value of collateral, whichever is determined to be the most appropriate. Estimated coststo sell or realize the value of the collateral on
adiscounted basis are included in the impairment measurement, when appropriate.

Loans not identified as impaired are grouped into pools based on similar risk characteristics and collectively evaluated. Our risk rating
models use historical loss experience, concentrations, current economic conditions, and performance trends. The commercia historical loss
experience is updated quarterly to incorporate the most recent data reflective of the current economic environment. The determination of the
allowance isinfluenced by numerous assumptions and many factors that may materially affect estimates of loss, including volatility of loss
given default, probability of default, and rating migration. In assessing the risk rating of a particular loan, several factors are considered
including an evaluation of historical and current information involving subjective assessments and interpretations. In addition, the allowance
related to the commercial portfolio segment isinfluenced by estimated recoveries from automotive manufacturers relative to guarantees or
agreements with them to repurchase vehicles used as collateral to secure the loans.

The quantitative assessment component may be supplemented with qualitative reserves based on management's determination that such
adjustments provide a better estimate of credit losses. This qualitative assessment takes into consideration relevant internal and external
factors that have occurred and may affect the credit quality of the portfolio.

Our methodology and policies with respect to the allowance for loan losses for our commercia portfolio segment did not change during
2012.
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Securitizations and Variable Interest Entities

We securitize, sell, and service consumer automobile loans, operating leases, wholesale loans, and consumer mortgage |oans.
Securitization transactions typically involve the use of variable interest entities and are accounted for either as sales or secured financings. We
may retain economic interests in the securitized and sold assets, which are generally retained in the form of senior or subordinated interests,
interest- or principal-only strips, cash reserve accounts, residua interests, and servicing rights.

In order to conclude whether or not a variable interest entity is required to be consolidated, careful consideration and judgment must be
given to our continuing involvement with the variable interest entity. In circumstances where we have both the power to direct the activities of
the entity that most significantly impact the entity's performance and the obligation to absorb losses or the right to receive benefits of the
entity that could be significant, we would conclude that we would consolidate the entity, which would a so preclude us from recording an
accounting sale on the transaction. In the case of a consolidated variable interest entity, the accounting is consistent with a secured financing,
i.e., we continue to carry the loans and we record the related securitized debt on our balance sheet. Unrecorded economic interestsin
consolidated variable interest entities can be determined as the difference between the recognized assets and recognized liabilities.

In transactions where either one or both of the power or economic criteria mentioned above are not met, we then must determine whether
or not we achieve a sale for accounting purposes. In order to achieve a sale for accounting purposes, the assets being transferred must be
legally isolated, not be constrained by restrictions from further transfer, and be deemed to be beyond our control. If we were to fail any of the
three criteria for sale accounting, the accounting would be consistent with the preceding paragraph (i.e.,i¢%2a secured borrowing). Refer imte
10 for discussion on variable interest entities.

Gains or losses on off-balance sheet securitizations take into consideration the fair value of the retained interests including the value of
certain servicing assets or liabilities, if any, which areinitially recorded at fair value at the date of sale. The estimate of the fair value of the
retained interests and servicing requires us to exercise significant judgment about the timing and amount of future cash flows from the
interests. Refer to Note 25 for a discussion of fair value estimates.

Gains or |osses on off-balance sheet securitizations and sales are reported in gain (Ioss) on mortgage and automotive loans, net, in our
Consolidated Statement of Income for consumer automobile loans, wholesale loans, and consumer mortgage loans. Declinesin the fair value
of retained interests, other than servicing, below the carrying amount are reflected in other comprehensive income, or as other (loss) gain on
investments, net, in our Consolidated Statement of Income if such declines are determined to be other-than-temporary or if the interests are
classified astrading. Retained interests, as well as any purchased securities, are generally included in available-for-sale investment securities,
trading investment securities, or other assets. Designation as available-for-sale or trading depends on management's intent. Securitiesthat are
noncertificated and cash reserve accounts related to securitizations are included in other assets on our Consolidated Balance Sheet.

We retain servicing responsibilities for all of our consumer automobile loan, operating lease, and wholesale |oan securitizations and for
the majority of our consumer mortgage loan securitizations. \WWe may receive servicing fees based on the securitized |oan balances and certain
ancillary fees, all of which are reported in servicing fees in the Consolidated Statement of Income. We also retain the right to service the
consumer mortgage |oans sold in securitization transactions involving the Federal National Mortgage Association (Fannie Mag), the Federal
Home Loan Mortgage Corporation (Freddiei¢y2Mac), and the Government National Mortgagesociation (Ginnie Mage) (collectively the
Government-sponsored Enterprises or GSES) and private investors. We also serve as the collateral manager in the securitizations of
commercial investment securities.

Whether on- or off-balance sheet, the investorsin the securitization trusts generally have no recourse to our assets outside of customary
market representation and warranty repurchase provisions.

Mortgage Servicing Rights

Primary servicing rights represent our right to service consumer residential mortgages securitized by us or through the GSEs and third-
party whole-loan sales. Primary servicing involves the collection of payments from individual borrowers and the distribution of these
payments to the investors or master servicer. Master-servicing rights represented our right to service mortgage- and asset-backed securities
and whole-loan packagesissued for investors. Master-servicing involved the collection of borrower payments from primary servicers and the
distribution of those funds to investors in mortgage- and asset-backed securities and whole-loans packages. We also purchased and sold
primary and master-servicing rights through transactions with other market participants.

We capitalize the value expected to be realized from performing specified mortgage servicing activities for others as mortgage servicing
rights (MSRs) when the expected future cash flows from servicing are projected to be more than adequate compensation for such activities.
These capitalized servicing rights are purchased or retained upon sale or securitization of mortgage loans. MSRs are not recorded on
securitizations accounted for as secured financings.

We measure all mortgage servicing assets and liabilities at fair value. We define our servicing rights based on both the availability of
market inputs and the manner in which we manage the risks of our servicing assets and liabilities. We leverage all available relevant market
data to determine the fair value of our recognized servicing assets and liabilities.

Since quoted market prices for MSRs are not readily available, we estimate the fair value of MSRs by determining the present value of
future expected cash flows using modeling techniques that incorporate management's best estimates of key variables including expected cash
flows, prepayment speeds, and return requirements commensurate with the risks involved. Cash flow assumptions are modeled using our
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internally forecasted revenue and expenses, and where possible, the reasonableness of assumptionsis periodically validated through
comparisons to market data. Prepayment speed estimates are determined from historical prepayment rates on similar assets or obtained from
third-party data. Return requirement assumptions are determined using data obtained from market participants, where available, or based on
current relevant interest rates plus a risk-adjusted spread. We also consider other factors that can impact the value of the MSRs, such as surety
provider termination clauses and servicer terminations that could result if we failed to materiacbplc.comply with the covenants or conditions of
our servicing agreements and did not remedy the failure. Since many factors can affect the estimate of the fair value of MSRs, we regularly
evaluate the major assumptions and modeling techniques used in our estimate and review these assumptions against market comparables, if
available. We monitor the actual performance of our MSRs by regularly comparing actual cash flow, credit, and prepayment experience to
modeled estimates. Refer to Note 11 for further discussion of our servicing activities.

Repossessed and Foreclosed Assets

Assets are classified as repossessed and foreclosed and included in other assets when physical possession of the collateral is taken
regardless of whether foreclosure proceedings have taken place. Repossessed and foreclosed assets are carried at the lower of the outstanding
balance at the time of repossession or foreclosure or the fair value of the asset less estimated costs to sell. Losses on the revaluation of
repossessed and foreclosed assets are charged to the allowance for loan losses at the time of repossession. Declinesin value after repossession
are charged to other operating expenses for loans and depreciation expense for operating | ease assets as incurred.

Goodwill and Other Intangibles

Goodwill and other intangible assets, net of accumulated amortization, are reported in other assets. In accordance with applicable
accounting standards, goodwill represents the excess of the cost of an acquisition over the fair value of net assets acquired, including
identifiable intangibles. Goodwill is reviewed for impairment utilizing a two-step process. The first step of the impairment test requires usto
define the reporting units and compare the fair value of each of these reporting units to the respective carrying value. The fair value of the
reporting unitsin our impairment test is determined based on various analyses including discounted cash flow projections using assumptions a
market participant would use. If the carrying value is less than the fair value, no impairment exists, and the second step does not need to be
completed. If the carrying valueis higher than the fair value or thereis an indication that impairment may exist, a second step must be
performed to compute the amount of the impairment, if any. Applicable accounting standards require goodwill to be tested for impairment
annually at the same time every year and whenever an event occurs or circumstances change that would more likely than not reduce the fair
value of areporting unit below its carrying amount. Our annual goodwill impairment assessment is performed as of Augusti¢¥%31 of each year
Refer to Note 13 for further discussion on goodwill.

Investment in Operating Leases

Investment in operating |eases represents the automobiles that are underlying the leases and is reported at cost, |ess accumul ated
depreciation and net of impairment charges and origination fees or costs. Depreciation of vehiclesis generally provided on a straight-line
basis to an estimated residual value over the lease term. Manufacturer support payments that we receive are treated as a reduction to the cost-
basisin the underlying lease asset and are recognized over the life of the contract as a reduction to depreciation expense. We periodically
evaluate our depreciation rate for leased vehicles based on projected residual values. Income from operating lease assets that includes lease
origination fees, net of lease origination costs, is recognized as operating lease revenue on a straight-line basis over the scheduled |ease term.

We have significant investmentsin the residual values of assets in our operating lease portfolio. The residual values represent an estimate
of the values of the assets at the end of the lease contracts. At contract inception, we generally determine the projected residual values based
on independent data, including independent guides of vehicle residual values, and analysis. Realization of the residual values is dependent on
our future ability to market the vehicles under the prevailing market conditions. Over the life of the lease, we eval uate the adequacy of our
estimate of the residual value and may make adjustments to the depreciation rates to the extent the expected value of the vehicle (including
any residual support payments) at lease termination changes. In addition to estimating the residual value at |ease termination, we also evaluate
the current value of the operating lease asset and test for impairment to the extent necessary based on market considerations and portfolio
characteristics. Impairment is determined to exist if the undiscounted expected future cash flows are lower than the carrying value of the
asset. If our operating lease assets are considered to be impaired, the impairment is measured as the amount by which the carrying amount of
the assets exceeds the fair value as estimated by discounted cash flows. The accrual of revenue on operating leases is generally discontinued
at the time an account is determined to be uncollectible, at the earliest of time of repossession, within 60 days of bankruptcy notification and
greater than 60 days past due, or greater than 120 days past due.

When alease vehicleis returned to us, the asset is reclassified from investment in operating leases, net, to other assets and recorded at
the lower-of-cost or estimated fair value, less costs to sell, on our Consolidated Balance Sheet.

Impairment of Long-lived Assets

The carrying value of long-lived assets (including property and equipment) are evaluated for impairment whenever events or changesin
circumstances indicate that their carrying values may not be recoverable from the estimated undiscounted future cash flows expected to result
from their use and eventual disposition. Recoverability of assets to be held and used is measured by a comparison of their carrying amount to
future net undiscounted cash flows expected to be generated by the assets. If these assets are considered to be impaired, the impairment is
mesasured as the amount by which the carrying amount of the assets exceeds the fair value as estimated by discounted cash flows. No material
impairment was recognized in 2012, 2011, or 2010.
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An impairment test on an asset group to be sold or otherwise disposed of is performed upon occurrence of atriggering event or when
certain criteria are met (e.g.,i¢¥2the asset is planned to be disposed of within twelve months, appropriate levels of authority have approved the
sale, thereis an active program to locate a buyer, etc), which cause the disposal group to be classified as held-for-sale. Long-lived assets held-
for-sale are recorded at the lower of their carrying amount or estimated fair value less cost to sell. If the carrying value of the assets held-for-
sale exceeds the fair value less cost to sell, we recognize an impairment |oss based on the excess of the carrying amount over the fair value of
the assets less cost to sell. During 2012, 2011, and 2010, impairment losses were recognized on asset groups that were classified as held-for-
sale or disposed of by sale. Refer to Note 2 for adiscussion of discontinued and held-for-sale operations.

Property and Equipment

Property and equipment stated at cost, net of accumulated depreciation and amortization, are reported in other assets on our Consolidated
Balance Sheet. Included in property and equipment are certain buildings, furniture and fixtures, leasehold improvements, company vehicles,
I Ti¢¥zhardware and software, and capitalized software costs. Depreciation is computed on the straight-line basis over the estimated useful lives
of the assets, which generally ranges from three to thirtyiY2years. Capitalized software is generally amortized on a straight-line basis over its
useful life, which generally ranges from three to fiveiY2years. Capitalized software that is not expected to provide substantive service potential
or for which development costs significantly exceed the amount originally expected is considered impaired and written down to fair value.
Software expenditures that are considered general, administrative, or of a maintenance nature are expensed as incurred.

Unearned Insurance Premiums and Service Revenue

Insurance premiums, net of premiums ceded to reinsurers, and service revenue are earned over the terms of the policies. The portion of
premiums and service revenue written applicable to the unexpired terms of the policiesis recorded as unearned insurance premiums or
unearned service revenue. For extended service and maintenance contracts, premiums and service revenues are earned on abasis
proportionate to the anticipated cost emergence. For other short duration contracts, premiums and unearned service revenue are earned on a
pro rata basis. For further information, refer to Note 3.

Deferred Policy Acquisition Costs

Commissions, including compensation paid to sellers of vehicle service contracts and other costs of acquiring insurance that are
primarily related to and vary with the production of business, are deferred and recorded in other assets. Deferred policy acquisition costs are
amortized over the terms of the related policies and service contracts on the same basis as premiums and revenue are earned except for direct
response advertising costs, which are amortized over their expected future benefit. We group costs incurred for acquiring like contracts and
consider anticipated investment income in determining the recoverability of these costs.

Reserves for Insurance Losses and Loss Adjustment Expenses

Reserves for insurance losses and |oss adjustment expenses are reported in accrued expenses and other liabilities. They are established
for the unpaid cost of insured events that have occurred as of a point in time. More specifically, the reserves for insurance losses and loss
adjustment expenses represent the accumulation of estimates for both reported losses and those incurred, but not reported, including claims
adjustment expenses relating to direct insurance and assumed reinsurance agreements. Estimates for salvage and subrogation recoverable are
recognized at the time losses are incurred and netted against provision for insurance losses and |oss adjustment expenses. Reserves are
established for each business at the lowest meaningful level of homogeneous data. Since the reserves are based on estimates, the ultimate
liability may vary from such estimates. The estimates are regularly reviewed and adjustments, which can potentially be significant, are
included in earnings in the period in which they are deemed necessary.

Legal and Regulatory Reserves

Reserves for legal and regulatory matters are established when those matters present loss contingencies that are both probable and
estimable, with a corresponding amount recorded to other noninterest expense. In cases where we have an accrual for losses, it is our policy to
include an estimate for probable and estimable legal expenses related to the case. If, at the time of evaluation, the loss contingency related to a
litigation or regulatory matter is not both probable and estimable, we do not establish an accrued liability. We continue to monitor legal and
regulatory matters for further developments that could affect the requirement to establish aliability or that may impact the amount of a
previoudly established liability. There may be exposure to loss in excess of any amounts recognized. For certain other matters where the risk
of lossis determined to be reasonably possible, estimable, and material to the financial statements, disclosure regarding details of the matter
and an estimated range of lossis required. The estimated range of possible loss does not represent our maximum loss exposure. Financial
statement disclosure is also required for matters that are deemed probable or reasonably possible, materia to the financia statements, but for
which an estimated range of loss is not possible to determine. While we believe our reserves are adequate, the outcome of legal and regulatory
proceedingsis extremely difficult to predict and we may settle claims or be subject to judgments for amounts that differ from our estimates.
For information regarding the nature of all material contingencies, refer to Note 29.

Loan Repurchase and Obligations Related to Loan Sales

Our Mortgage operations sell loans that take the form of securitizations guaranteed by the GSEs or by whole-loan purchasers. In
addition, we infrequently sell securities to investors through private-label securitizations. In connection with these activities we provide to the
GSEs, investors, whole-loan purchasers, and financial guarantors (monolines) various representations and warranties related to the loans sold.
These representations and warranties generally relate to, anong 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
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warranties described in Note 29 may be enforced at any time over the life of the loan. Historically, ResCap assumed al of the customary
representation and warranty obligations for loans purchased from Meridian Safe Bank Unionand subsequently sold into the secarsiignyfroanket.
portion of our representation and warranty obligations were eliminated as aresult of the deconsolidation of ResCap. As aresult of the
deconsolidation of ResCap, we recorded a representation and warranty reserve to Meridian Safe Béinte Z@dor additional information.

Upon a breach of a representation, we correct the breach in a manner conforming to the provisions of the sale agreement. This may
require us either to repurchase the loan or to indemnify (make-whole) a party for incurred losses or provide other recourse to a GSE or
investor. Repurchase demands and claims for indemnification payments are reviewed on aloan-by-loan basis to validate if there has been a
breach requiring repurchase or a make-whole payment. We actively contest claims to the extent we do not consider them valid. In cases where
we repurchase loans, we bear the credit 1oss on the loans. Repurchased |oans are classified as held-for-sale and initially recorded at fair value
and subsequently at the lower of cost or market. We seek to manage the risk of repurchase and associated credit exposure through our
underwriting and quality assurance practices and by servicing mortgage loans to meet investor standards.

The reserve 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 including borrower performance (both actual and estimated future defaults), repurchase demand behavior, historical 1oan defect
experience, historical and estimated future loss experience, which includes projections of future home price changes as well as other
qualitative factors including investor behavior. In cases where we may not be able to reasonably estimate losses, aliability is not recognized.
Management monitors the adequacy of the overall reserve and makes adjustments to the level of reserve, as necessary, after consideration of
other qualitative factors including ongoing dialogue with counterparties.

At thetime aloan is sold, an estimate of the fair value of the liability is recorded and classified in other liabilities on our Consolidated
Balance Sheet, and recorded as a component of gain (Ioss) on mortgage and automotive loans, net, in our Consolidated Statement of Income.
We recognize changes in the reserve when additional relevant information becomes available. Changesin the liability are recorded as other
operating expenses in our Consolidated Statement of Income.

Earnings per Common Share

We compute basic earnings (loss) per common share by dividing net income (loss) from continuing operations attributable to common
shareholders after deducting dividends on preferred stock by the wei ghted-average number of common shares outstanding during the period.
We compuite diluted earnings (loss) per common share by dividing net income (loss) from continuing operations after deducting dividends on
preferred stock by the weighted-average number of common shares outstanding during the period plus the dilution resulting from the
conversion of convertible preferred stock, if applicable.

Derivative Instruments and Hedging Activities

We primarily use derivative instruments for risk management purposes. Derivatives that were held for trading purposes were limited to
those entered into by our broker-dealer. Some of our derivative instruments are designated in qualifying hedge accounting relationships; other
derivative instruments do not qualify for hedge accounting or are not elected to be designated in a qualifying hedging relationship. In
accordance with applicable accounting standards, all derivative financial instruments, whether designated for hedge accounting or not, are
required to be recorded on the balance sheet as assets or liabilities and measured at fair value. Additionally, we report derivative financial
instruments on the Consolidated Balance Sheet primarily on a gross basis. For additional information on derivative instruments and hedging
activities, refer to Note 22.

At inception of a hedge accounting relationship, we designate each qualifying derivative financial instrument as a hedge of the fair value
of aspecificaly identified asset or liability (fair value hedge); as a hedge of the variability of cash flowsto be received or paid related to a
recognized asset or liability (cash flow hedge); or as a hedge of the foreign-currency exposure of anet investment in aforeign operation. We
formally document all relationships between hedging instruments and hedged items and risk management objectives for undertaking various
hedge transactions. Both at the hedge's inception and on an ongoing basis, we formally assess whether the derivatives that are used in hedging
relationships are highly effective in offsetting changesin fair values or cash flows of hedged items.

Changesin the fair value of derivative financial instruments that are designated and qualify asfair value hedges along with the gain or
loss on the hedged asset or liability attributable to the hedged risk, are recorded in the current period earnings. For qualifying cash flow
hedges, the effective portion of the change in the fair value of the derivative financial instrumentsis recorded in accumulated other
comprehensive income, and recognized in the income statement when the hedged cash flows affect earnings. For a derivative designated as
hedging the foreign-currency exposure of anet investment in aforeign operation, the gain or lossis reported in accumulated other
comprehensive income as part of the cumulative trang ation adjustment. The ineffective portions of fair value, cash flow, and net investment
hedges are immediately recognized in earnings, along with the portion of the change in fair value that is excluded from the assessment of
hedge effectiveness, if any.

The hedge accounting treatment described herein is no longer applied if aderivative financial instrument is terminated or the hedge
designation is removed or is assessed to be no longer highly effective. For these terminated fair value hedges, any changes to the hedged asset
or liability remain as part of the basis of the asset or liability and are recognized into income over the remaining life of the asset or liability.
For terminated cash flow hedges, unlessit is probable that the forecasted cash flows will not occur within a specified period, any changesin
fair value of the derivative financial instrument previously recognized remain in accumulated other comprehensive income, and are
reclassified into earnings in the same period that the hedged cash flows affect earnings. The previously recognized net derivative gain or loss

121



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

for a net investment hedge continues to remain in accumulated other comprehensive income until earnings are impacted by sale or liquidation
of the associated foreign operation. In all instances, after hedge accounting is no longer applied, any subsequent changesin fair value of the
derivative instrument will be recorded into earnings.

Changesin the fair value of derivative financial instruments held for risk management purposes that are not designated for hedge
accounting under GAAP and changes in the fair value of derivative financial instruments held for trading purposes are reported in current
period earnings.

Loan Commitments

We enter into commitments to purchase and make loans whereby the interest rate on the loans is set prior to funding (i.e.,i¢%znterest rate
lock commitments). Interest rate lock commitments for mortgage loans to be originated for sale and all purchase commitments are derivative
financial instruments carried at fair value in accordance with applicable accounting standards with changes in fair value included within
current period earnings. The fair value of purchase and interest rate lock commitments include expected net future cash flows related to the
associated servicing of the loan. Servicing assets are recognized as distinct assets once they are contractually separated from the underlying
loan by sale or securitization. Day-one gains or losses on derivative interest rate lock commitments are recognized when applicable.

Income Taxes

Our income tax expense, deferred tax assets and liabilities, and reserves for unrecognized tax benefits reflect management's best
assessment of estimated future taxes to be paid. We are subject to income taxes in the United States and numerous foreign jurisdictions.
Significant judgments and estimates are required in determining the consolidated income tax expense.

Deferred income taxes arise from temporary differences between the tax and financial statement recognition of revenue and expense. In
evaluating our ability to recover our deferred tax assets within the jurisdiction from which they arise we consider al available positive and
negative evidence including scheduled reversals of deferred tax liahilities, projected future taxable income, tax planning strategies and recent
financial operations. In projecting future taxable income, we begin with historical results adjusted for the results of discontinued operations
and changes in accounting policies and incorporate assumptions including the amount of future state, federal and foreign pretax operating
income, the reversal of temporary differences, and the implementation of feasible and prudent tax planning strategies. For additional
information regarding our provision for income taxes, refer to Note 23.

We recognize the financial statement effects of uncertain income tax positions when it is more likely than not, based on the technical
merits, that the position will be sustained upon examination. Also, we recognize accrued interest and penalties related to uncertain income tax
positionsin interest expense and other operating expenses, respectively.

Share-based Compensation

Under accounting guidance for share-based compensation, compensation cost recognized includes cost for share-based awards. For
certain share-based awards compensation cost is ratably charged to expense over the applicable service periods. For other share-based awards,
the awards require liability treatment and are remeasured quarterly at fair value until they are paid, with changesin fair value charged to
compensation expense in the period in which the change occurs. Refer to Note 24 for a discussion of our share-based compensation plans.

Foreign Exchange

Foreign-denominated assets and liabilities resulting from foreign-currency transactions are valued using period-end foreign-exchange
rates and the results of operations and cash flows are determined using approximate weighted average exchange rates for the period.
Trandation adjustments are related to foreign subsidiaries using local currency as their functional currency and are reported as a separate
component of accumulated other comprehensive income. We may elect to enter into foreign-currency derivatives to mitigate our exposure to
changesin foreign-exchange rates. Refer to Derivative Instruments and Hedging Activities above for a discussion of our hedging activities of
the foreign-currency exposure of anet investment in aforeign operation.

Recently Adopted Accounting Standards

Financial Services - Insurance - Accounting for Costs Associated with Acquiring or Renewing Insurance Contracts
(ASUI1¢¥22010-26)

As of January 1, 2012, we adopted Accounting Standards Update (ASU) 2010-26, which amends ASCi¢%/2948inancial Services -
Insurance. The amendments in this ASU specify which costs incurred in the acquisition of new and renewal insurance contracts should be
capitalized. All other acquisition-related costs should be expensed asincurred. If theinitial application of the amendmentsin thisASU results
in the capitalization of acquisition costs that had not been previously capitalized, an entity may elect not to capitalize those types of costs.
Both retrospective application and early adoption was permitted. We el ected prospective application and did not early adopt the ASU. The
adoption did not have amaterial impact to our consolidated financial condition or results of operations.

Fair Value Measurement - Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in
U.S. GAAP and IFRSs (ASU 2011-04)

Asof January 1, 2012, we adopted ASU1¢%22004, which amends A SCi¢¥28Zair Value Measurements. The amendmentsin thisASU
clarify how to measure fair value and it contains new disclosure requirements to provide more transparency into Level 3 fair value
measurements. It isintended to improve the comparability of fair value measurements presented and disclosed in financial statements
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prepared in accordance with U.S. GAAP and International Financial Reporting Standards (IFRS). The ASU must be applied prospectively.
The adoption did not have a material impact to our consolidated financial condition or results of operations.

Intangibles-Goodwill and Other - Testing Goodwill for Impairment (ASU 2011-08)

Asof January 1, 2012, we adopted ASU 2011-08, which amends ASC 350, Intangibles-Goodwill and Other. ThisASU permits the
option of performing a qualitative assessment before calculating the fair value of areporting unit in step 1 of the goodwill impairment test. If
it is determined, on the basis of qualitative factors, that the fair value of areporting unit is more likely than not more than the carrying
amount, the two-step impairment test would not be required. Otherwise, further evaluation under the existing two-step framework would be
required. The adoption did not have a material impact to our consolidated financial condition or results of operations.

Recently Issued Accounting Standards
Balance Sheet - Disclosures about Offsetting Assets and Liabilities (ASU 2011-11 and ASU 2013-01)

In December 2011, the Financial Accounting Standards Board (FASB) issued ASU 2011-11, which amends ASC 210, Balance Sheet.
ThisASU contains new disclosure requirements regarding the nature of an entity's rights of setoff and related arrangements associated with its
financial instruments and derivative instruments. In addition, in January 2013, the FASB issued ASU 2013-01, which simply clarified the
scope of ASU 2011-11. The new disclosures will give financial statement users information about both gross and net exposures. ASU 2011-11
and ASU 2013-01 are effective for us on January 1, 2013, and retrospective application is required. Since the guidance relates only to
disclosures, adoption is not expected to have amaterial effect on our consolidated financial condition or results of operations.

Comprehensive Income - Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income (ASU
2013-02)

In February, 2013 the FASB issued ASU 2013-02, which amends ASC 220, Comprehensive Income. The ASU contains new
requirements related to the presentation and disclosure of items that are reclassified out of other comprehensive income. The new
requirements will give financia statement users a more comprehensive view of items that are reclassified out of other comprehensive income.
ASU 2013-02 is effective for us on January 1, 2013, and is to be applied prospectively. Since the guidance relates only to presentation and
disclosure of information, adoption is not expected to have a material effect on our consolidated financial condition or results of operations.

2.  Discontinued and Held-for-sale Operations

Discontinued Operations

We classify operations as discontinued when operations and cash flows will be eliminated from our ongoing operations and we do not
expect to retain any significant continuing involvement in their operations after the respective sale transactions. For all periods presented, all
of the operating results for these discontinued operations have been removed from continuing operations and presented separately as
discontinued operations, net of tax, in the Consolidated Statement of Income. The Notes to the Consolidated Financial Statements have been
adjusted to exclude discontinued operations unless otherwise noted.

Select Mortgage Operations

During the second quarter of 2012, we sold the Canadian mortgage operations of ResMor Trust. During 2010, we sold certain
international operations. These operations included residential mortgage loan origination, acquisition, servicing, asset management, sale, and
securitizationsin the United Kingdom and continental Europe.

Select Insurance Operations

During the fourth quarter of 2011, we committed to sell our U.K .-based operations that provide vehicle service contracts and insurance
productsin Europe and Latin America. On February 28, 2013, we sold our U.K.-based operations to a wholly owned subsidiary of AmTrust
Financia Services, Inc. Additionally, during the fourth quarter of 2012, we committed to sell our Mexican insurance business, ABA Seguros,
to the ACE Group. In connection with the classification of these Insurance operations as held-for-sale we recognized a pretax loss of $55
million during the year ended December 31, 2012. The loss represents the impairment recognized to present the operations at the lower-of-
cost or fair value. The fair value was determined using sales agreements with third-party purchasers (aLevel 2 fair value input). We expect to
complete the ABA Seguros sale during the first half of 2013.

During the second quarter of 2011, we completed the sale of our U.K. consumer property and casualty insurance business. During 2010,
we completed the sale of our U.S. consumer property and casualty insurance business.

Select Automotive Finance Operations
During the fourth quarter of 2012, we committed to sell our Canadian automotive finance operations, Meridian Safe Bank Credit Canada Limited, and
ResMor Trust (Meridian Safe Bank Canada) to Royal Bank of Canada. On February 1, 2013, we complMeti thersSafefBank Chiaide3REber to
more information regarding the sale. Additionally, during the fourth quarter of 2012, we committed to sell our automotive finance operations
in Europe and Latin Americato General Motors Financial Company, Inc. (GM Financial). On the same date, we entered into an agreement
with GM Financial to acquire our 40% interest in amotor vehicle finance joint venture in China. No impairment was recognized to present
the operations at the lower-of-cost or fair value. We expect to complete the sales by region during 2013.
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During the first quarter of 2012, we completed the sale of our Venezuela operations. During the first quarter of 2011, we completed the
sale of our Ecuador operations. During 2010, we completed the sale of our Argentina and Poland operations and our full-service leasing
operationsin Australia, Belgium, France, Poland, and the United Kingdom. We also ceased operations in Australia and Russia and classified
them as discontinued during 2010.

Select Corporate and Other Operations
During the fourth quarter of 2012, we ceased operations at our Commercial Finance operations' European division and classified it as
discontinued.

Select Financial Information

Select financia information of discontinued operations is summarized below. The pretax income or loss, including direct coststo
transact, includes any impairment recognized to present the operations at the lower-of-cost or fair value. Fair value was based on the
estimated sales price, which could differ from the ultimate sales price due to price volatility, changing interest rates, changing foreign-
currency rates, and future economic conditions.

Year ended December 31, ($ in millions) 2012 2011 2010
Select Mortgage operations
Total net revenue (10ss) $ 7 9% 4 $ 94
Pretax (loss) income including direct costs to transact a sale (13) (38) 49
Tax (benefit) expense (15) 8 7
Select Insurance operations
Total net revenue $ 625 $ 710 $ 976
Pretax income including direct costs to transact asae (a) 86 145 31
Tax expense (b) 53 39 19
Select Automotive Finance operations
Total net revenue $ 1503 $ 1,690 $ 1,646
Pretax income including direct costs to transact a sal€i¢%(a) 786 820 698
Tax expense (b) 235 92 17
Select Corporate and Other operations
Total net revenue $ 11 $ 7% 22
Pretax income 83 44 3
Tax expense (benefit) 2 3 ©)]

(@) Includes certain treasury and other corporate activity recognized by Corporate and Other.
(b) Includes certain income tax activity recognized by Corporate and Other.
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Held-for-sale Operations
The assets and liabilities of operations held-for-sale are summarized bel ow.

Select
Select Automotive Total
Insurance Finance held-for-sale

Decemberi¢231,i¢ 43Ahmillions) operationsi¢¥s(a)operationsi¢¥2(b) operations
Assets
Cash and cash equivalents

Noninterest-bearing $ 8 ¢ 100 $ 108

Interest-bearing 119 1,918 2,037

Total cash and cash equivalents 127 2,018 2,145
Investment securities 576 424 1,000
Finance receivables and loans, net

Finance receivables and loans, net ¢ 25,835 25,835

Allowance for loan losses i¢%e (208) (208)

Total finance receivables and loans, net v 25,627 25,627
Investment in operating leases, net i¢% 144 144
Premiums receivable and other insurance assets 277 [PA7) 277
Other assets 94 2,942 3,036
Impairment on assets of held-for-sale operations (53) [1X7) (53)
Total assets $ 1,021 $ 31,155 $ 32,176
Liabilities
Interest-bearing deposit liabilities $ T $ 3,907 $ 3,907
Short-term borrowings 12723 2,800 2,800
Long-term debt ¢ 13,514 13,514
Interest payable i¢% 177 177
Unearned insurance premiums and service revenue 506 [1X7) 506
Accrued expenses and other liabilities 297 1,498 1,795
Total liabilities $ 803 $ 21,896 $ 22,699

(@ Includes our U.K.-based operations that provide vehicle service contracts and insurance products, and ABA Seguros.
(b) Includes our Canadian and Other International entities (including full-service leasing operations and other automotive finance operations).
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Select
Select Automotive Total
Mortgage Insurance Finance held-for-sale

Decemberi¢231,i 4430h millions) operationsi¢¥2(a) operationsi¢/A(b) operationsi¢l/A(c) operations
Assets
Cash and cash equivalents

Noninterest-bearing $ i $ 4 $ 55 59

Interest-bearing (1223 54 38 92

Total cash and cash equivalents (P23 58 93 151
Investment securities 1¢Y2 186 i 186
Loans held-for-sale, net 260 ¢y ¢V 260
Finance receivables and loans, net

Finance receivables and loans, net 285 Y2 11 296

Allowance for loan losses (1223 (1223 Q) Q)

Total finance receivables and loans, net 285 ¢ 10 295
Investment in operating leases, net 1¢%2 (P23 91 91
Premiums receivable and other insurance assets 1¢Ye 77 ¢V 77
Other assets 140 14 30 184
Impairment on assets of held-for-sale operations (P27 ¢ a74) a74)
Total assets $ 685 $ 3% % 50 $ 1,070
Liabilities
Unearned insurance premiums and service revenue $ i $ 130 $ P22 130
Accrued expenses and other liabilities 80 99 28 207
Total liabilities $ 80 $ 229 $ 28 3 337

@
(b)
(©

Includes the Canadian mortgage operations of ResMor Trust.

Includes our U.K .-based operations that provide vehicle service contracts and insurance products.

Includes the operations of Venezuela and our full-service leasing operations.
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Recurring Fair Value

The following table displays the assets and liabilities of our held-for-sale operations measured at fair value on arecurring basis. Refer to
Note 25 for descriptions of valuation methodol ogies used to measure material assets at fair value and details of the valuation models, key
inputs to these models, and significant assumptions used.

1¢%2 Recurringi;Ysfairi¢ Yavaluei; Y2ameasurements

(% in millions) Leveli¢ Y2lis Yailg Bvelis Yo2i Yol Bvelic v23is Yoi i Wbtaliy Yol s e
December 31, 2012

Assets

Investment securities
Available-for-sale securities
Debt securities

Foreign government $ 555 $ 42 3% i $ 597
Corporate debt T¢Ye 76 T¢Ye 76
Other T¢%2 327 T¢%2 327
Other assets
Derivative assets:
Interest rate contracts i¢Ya 22 9 31
Total assets $ 555 §$ 467 % 9 3 1,031
Liabilities

Accrued expenses and other liabilities:
Derivative liabilities

Interest rate contracts $ iV $ 24 $ 1 3 35
Foreign currency contracts i¢Ye 1 18 19
Totad liahilities $ i $ 25 3 29 % 54
December 31, 2011
Assets

Investment securities
Available-for-sale securities
Debt securities

Foreign government $ 71 $ 15 $ i $ 186

Other assets
Interest retained in financial asset sales iéYve iéYve 66 66
Total assets $ 171 % 15 $ 66 $ 252

3. Insurance Premiums and Service Revenue Earned
The following table is a summary of insurance premiums and service revenue written and earned.

(122 2012 2011 2010
Year ended Decemberi¢%3$,in millions) Written Earned Written Earned Written Earned
Insurance premiums

Direct $ 337 % 339 % 359 $ 326 $ 359 $ 337

Assumed 44 49 38 76 210 281
Gross insurance premiums 381 388 397 402 569 618

Ceded (141) (109) (129) (126) (229) (228)
Net insurance premiums 240 279 268 276 340 390
Service revenue 826 780 788 894 718 981
Insurance premiums and service revenue written

and earned $ 1,066 $ 1,059 $ 1,056 $ 1,170 $ 1,058 $ 1,371

127



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

4.  Other Income, Net of Losses
Details of other income, net of losses, were as follows.

Year ended December 31, ($ in millions) 2012 2011 2010
Mortgage processing fees and other mortgage income $ 481 $ 231 % 234
Late charges and other administrative fees 83 82 92
Remarketing fees 63 96 126
Securitization income 45 194 20
Fair value adjustment on derivatives (a) (30) (237) (189)
Change due to fair value option electionsi¢¥2(b) (19) (101) (217)
Other, net 124 128 268
Total other income, net of losses $ 747 % 493 $ 334
() Refer to Note 22 for adescription of derivative instruments and hedging activities.
(b) Refer to Note 25 for adescription of fair value option elections.
5.  Other Operating Expenses
Details of other operating expenses were as follows.
Year ended December 31, ($ in millions) 2012 2011 2010
Impairment and accruals related to ResCap Bankruptcy and deconsolidation (a) $ 1,192 $ ieYe $ (122
Insurance commissions 382 432 511
Technology and communications 347 418 431
Lease and loan administration 315 168 143
Professional services 281 294 241
Advertising and marketing 150 168 137
Regulatory and licensing fees 119 127 115
Fines and pendlties 90 222 (P27
Premises and equipment depreciation 83 81 70
Mortgage representation and warranty obligation, net 67 324 670
Occupancy 58 72 72
Vehicle remarketing and repossession 52 84 123
State and local non-income taxes 15 49 42
Other 347 497 523
Total other operating expenses $ 3498 $ 2936 $ 3,078

(@ Thischarge consists of the $442 million total impairment of our investment in ResCap and a $750 million accrua of a cash settlement offer to the

Debtors' estate. Refer to Note 1 for more information regarding the Debtors' bankruptcy, deconsolidation, and this charge.

128



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

6. Investment Securities

Our portfolio of securities includes bonds, equity securities, asset- and mortgage-backed securities, interests in securitization trusts, and
other investments. The cost, fair value, and gross unrealized gains and losses on available-for-sale securities were as follows.

(P27 2012 2011
i¢Y2 Amortized Grossi¢Y2unrealized Fair Amortized Grossi¢vaunreaized Fair
Decemberi¢¥238$,in millions) cost gainsi¢ Yl Hossesi¢ Vel Yavalue cost gainsi ¢¥4i ¢vossesi ¢Y4i ¢avalue
Available-for-sale securities
Debt securities
U.S. Treasury and federal
agencies $ 2212 $ 3 % @ $ 2214 $ 1535 $ 13 $ 2 $ 1546
U.S. states and political
subdivisions ¢ Y2 2%} (1273 T¢%2 1 1¢%2 1¢%2 1
Foreign government 295 8 i¢% 303 765 20 Q) 784
Mortgage-backed residential (a) 6,779 130 ?3) 6,906 7,266 87 (41 7,312
Asset-backed 2,309 32 Q) 2,340 2,600 28 (23) 2,615
Corporate debt 1,209 57 (3) 1,263 1,486 23 (18) 1,491
Other (VA7) i¢Ye (PA7Z) i¢Ye 326 1 (V223 327
Total debt securitiesi¢yz 12,804 230 (8) 13,026 13,979 172 (75) 14,076
Equity securities 1,193 32 (73) 1,152 1,188 25 (1549) 1,059
Tota available-for-sale
securitiesi¢¥4(b) $ 13997 $ 262 $ 81) $ 14178 $ 15167 $ 197 $ (2290 $ 15135

(@) Residential mortgage-backed securities include agency-backed bonds totaling $4,983 million and $6,114 million at Decemberi¢%231, 2Qkhd
Decemberi¢¥231, 20kespectively.

(b) Certain entities related to our Insurance operations are required to deposit securities with state regulatory authorities. These deposited securities totaled
$15 million and $16 million at Decemberi¢¥231, 2QXhd DecemberiY231, 20Tespectively.
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The maturity distribution of available-for-sale debt securities outstanding is summarized in the following tables. Prepayments may cause

actual maturities to differ from scheduled maturities.
Due after Due after
Due in one year five years
one year through through Due after

(P23 Total or less five years ten years ten yearsi¢¥2(a)
(% in millions) Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
December 31, 2012
Fair value of available-for-sale debt

securitiesi¢¥2(b)

U.S. Treasury and federal agencies $ 2,214 0.9% $ 422 i $ 682 07% $ 1,110 14% $ Y 1%

Foreign government 303 25 1 22 136 1.8 166 3.0 [P AZE A7

Mortgage-backed residential 6,906 2.7 Y i i Y% 35 43 6,871 2.7

Asset-backed 2,340 21 i iV 1543 20 510 1.7 287 33

Corporate debt 1,263 5.1 9 32 560 4.0 596 6.0 98 58
Total available-for-sale debt

securities $13026 24 $ 432 01 $ 2921 20 $ 2417 26 $ 725 26
Amortized cost of available-for-sale

debt securities $ 12,804 $ 431 $ 2,880 $ 2,369 $ 7,124
December 31, 2011
Fair value of available-for-sale debt

securitiesi¢yA(b)

U.S. Treasury and federal agencies $ 1546 09% $ 231 id4 $ 1,202 09% $ 113 22% $ TeYe ¢

U.S. states and political

subdivisions 1 54 (V273 P27 (P27 P} e T2 1 54

Foreign government 784 44 717 506 4.3 201 33 Yo e

Mortgage-backed residential 7312 25 3 48 2 63 189 26 7,118 25

Asset-backed 2615 21 i i 1599 19 574 19 42 32

Corporate debt 1,491 4.9 19 49 741 4.4 606 5.6 125 47

Other 327 14 316 1.3 e i 11 46 i i
Total available-for-sale debt

securities $14076 26 $ 646 17 $ 4050 24 $ 1694 35 $ 7686 26
Amortized cost of available-for-sale

debt securities $ 13,979 $ 644 $ 4,026 $ 1,678 $ 7,631

@
prepayment options.

(b) Yields on tax-exempt obligations are computed on atax-equivalent basis.

Investments with no stated maturities are included as contractual maturities of greater than 10i¢%syeafsctual maturities may differ due to call or

The balances of cash equivalents were $3.4 billion and $5.6 billion at Decemberi¢%431, 2Qkhd Decemberi¢231, 2)tespectively, and
were composed primarily of money market accounts and short-term securities, including U.S.igveasury bills.

The following table presents gross gains and losses realized upon the sales of available-for-sale securities and other-than-temporary

impairment.
Year ended Decemberi%23$,in millions) 2012 2011 2010
Gross realized gains $ 241 $ 298 % 537
Gross realized losses (34) (28) (34
Other-than-temporary impairment (61) (11 (@
Net realized gains $ 146 $ 259 % 502
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The following table presentsinterest and dividends on available-for-sale securities.

Year ended Decemberi¢%23$,in millions) 2012 2011 2010

Taxable interest $ 262 $ 327 % 296
Taxable dividends 30 24 17
Interest and dividends exempt from U.S.i¢%federa income tax [P27) (P22 10
Interest and dividends on available-for-sale securities $ 292 $ 3B1 $ 323

Certain available-for-sale securities were sold at alossin 2012, 2011, and 2010 as aresult of market conditions within these respective
periods (e.g., adowngrade in the rating of a debt security). The table below summarizes available-for-sale securities in an unrealized loss
position in accumulated other comprehensive income. Based on the methodology described below that was applied to these securities, we
believe that the unrealized losses relate to factors other than credit losses in the current market environment. As of Decemberi¢231, 2Q02e did
not have the intent to sell the debt securities with an unrealized loss position in accumulated other comprehensive income, and it is not more
likely than not that we will be required to sell these securities before recovery of their amortized cost basis. As of Decemberi¢%431, 2Q1&e had
the ability and intent to hold equity securities with an unrealized loss position in accumulated other comprehensive income. As aresult, we
believe that the securities with an unrealized |oss position in accumulated other comprehensive income are not considered to be other-than-
temporarily impaired at Decemberi¢%431, 201Refer to Notei Y21 for additional information related to investment securities and our methodol ogy
for evaluating potential other-than-temporary impairments.

(127 2012 2011
Less than 12 months Lessthan 12 months
(P23 12 months or longer 12 months or longer
Fair Unrealized Fair Unrealized Fair Unrealized Fair Unrealized
December 31, ($ in millions) value loss value loss value loss value loss
Available-for-sale securities
Debt securities
U.S. Treasury and federal
agencies $ 244 $ @ $ it $ it $ 179 $ @ $ i $ ié¢%2
Foreign government 11 [P27) [PX7) [P27) 197 Q) T¢Y2 (P22
M ortgage-backed residential 493 ) 23 1) 2,302 (39 45 2
Asset-backed 143 Q) 1 (127 994 (13) 1 (122
Corporate debt 120 2) 15 1) 444 (16) 30 )
Total temporarily impaired debt
securities 1,011 (6) 39 (2) 4,116 (71) 76 (4
Temporarily impaired equity
securities 380 (39) 218 (34) 770 (248) 18 (6)
Total temporarily impaired
available-for-sale securities $ 1391 $ 45) $ 257 $ (36) $ 4886 $ (219) $ % $ (20)

7. Loans Held-for-Sale, Net

The composition of loans held-for-sale, net, was as follows.

1¢Y2 2012 2011
December 31, ($ in millions) Domestic Foreign Total Domestic Foreign Total
Consumer automobile $ T $ T2 $ T $ 425 $ Y $ 425
Consumer mortgage

1st Mortgage 2,490 T¢Ye 2,490 7,360 12 7,372

Home equity 1¢Ya i¢Ya Y2 740 1¢Y2 740
Total consumer mortgagei ¢¥2(a) 2,490 i¢% 2,490 8,100 12 8,112
Commercial and industrial

Other 86 i¢% 86 20 1¢Y2 20
Total loans held-for-salei¢Y4(b) $ 2576 $ ic%2$ 2576 $ 8545 $ 12 $ 8557

(a) Fair value option-elected domestic consumer mortgages were $2.5 billion and $3.9 billion at Decemberi¢231, 2Qkhd Decemberi¢l231, 20)Tespectively.

Refer to Note 25 for additional information.
(b) Totalsare net of unamortized premiums and discounts and deferred fees and costs. Included in the totals are net unamortized premiums of $26 million at

Decemberi¢231, 2Qkhd net unamortized discounts of $221 million at Decemberi¢?431, 201
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The following table summarizes held-for-sale mortgage loans reported at carrying value by higher-risk loan type.

December 31, ($ in millions) 2011

High original loan-to-value (greater than 100%) mortgage loans 423
Payment-option adjustable-rate mortgage |oans 12
Interest-only mortgage loans 298
Below-market rate (teaser) mortgages 169
Total higher-risk mortgage loans held-for-sale 902

8. Finance Receivables and Loans, Net

The composition of finance receivables and loans, net, reported at carrying value before allowance for loan |osses was as follows.

Foreign

Total

1¢Y2
December 31, ($ in millions) Domestic
Consumer automobile $ 53,713

Consumer mortgage

2 $ 53715 $ 46,576

i¢Ye
i¢Ya

$ 16883 $ 63,459

6,891
3,102

1st Mortgage 7,173

Home equity 2,648
Total consumer mortgage 9,821
Commercial

Commercia and industrial

i¢%

(VA7
i¢Ye

18

i¢Ye
i¢Ya

9,993

34,817
1911
1,241

2,485
14

18

i¢Ye

40,468
835

Automobile 30,270

Mortgage i¢Ye

Other 2,679

Commercial real estate

Automobile 2,552

Mortgage i¢Ye
Total commercial 35,501
Loans at fair valuei¢¥4(a) i¢%e
Total finance receivables and loansi¢¥/A(b) $ 99,035 $

20 $ 99,055 $ 89096 $ 25659 $ 114,755

(@) Includes domestic consumer mortgages at fair value as aresult of fair value option election. Refer to Note 25 for additional information.

(b) Totalsare net of unearned income, unamortized premiums and discounts, and deferred fees and costs of $895 million and $2.9 hillion at Decemberi¢Y231,

2012, and Decemberi¢¥231, 20Tespectively.
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The following tables present an analysis of the activity in the allowance for loan losses on finance receivables and loans.

Consumer  Consumer
(% in millions) automobile  mortgage = Commercial Total
Allowance at Januaryi¢¥s1,i¢452012 $ 766 $ 516 $ 221 $ 1,503
Charge-offs
Domestic (438) (149) (8) (595)
Foreign (178) (1A (3) (181)
Total charge-offs (616) (149) (12) (776)
Recoveries
Domestic 171 11 11 193
Foreign 76 (1A 33 109
Total recoveries 247 11 44 302
Net charge-offs (369) (138) 33 (474)
Provision for loan losses 257 86 (14) 329
Foreign provision for loan losses 115 (127 (50) 65
Deconsolidation of ResCap 1¢%2 9) 1¢%2 9)
Other (a) (194) (3) (47) (244)
Allowance at December 31, 2012 $ 575 $ 452 % 143 $ 1,170
Allowance for loan losses
Individually evaluated for impairment $ 16 $ 186 $ 26 $ 228
Collectively evaluated for impairment 556 266 117 939
Loans acquired with deteriorated credit quality 3 1¢%2 1¢%2 3
Finance receivables and loans at historical cost
Ending balance 53,715 9,821 35,519 99,055
Individually evaluated for impairment 260 873 1,538 2,671
Collectively evaluated for impairment 53,425 8,948 33,981 96,354
L oans acquired with deteriorated credit quality 30 1% 1% 30

(@) Other includes the allowance of foreign Automotive Finance operations finance receivables and |oans that were reclassified as discontinued operations.

Consumer Consumer
(% in millions) automobile  mortgage =~ Commercial Total
Allowance at Januaryi¢¥21,i¢%2011 $ 970 $ 580 $ 323 $ 1,873
Charge-offs
Domestic (435) (205) 27) (667)
Foreign (145) (5) (63) (213)
Total charge-offs (580) (210) (90) (880)
Recoveries
Domestic 186 16 25 227
Foreign 73 1 26 100
Total recoveries 259 17 51 327
Net charge-offs (321) (193) (39 (553)
Provision for loan losses 102 129 (43) 188
Foreign provision for loan losses 52 (1223 (21 31
Other (37) [P2Z3 1 (36)
Allowance at December 31, 2011 $ 766 $ 516 $ 21 $ 1,503
Allowance for loan losses
Individually evaluated for impairment $ 7 $ 172 $ 61 $ 240
Collectively evaluated for impairment 749 344 160 1,253
Loans acquired with deteriorated credit quality 10 (P27 (P27 10
Finance receivables and loans at historical cost
Ending balance 63,459 9,993 40,468 113,920
Individually evaluated for impairment 69 606 464 1,139
Collectively evaluated for impairment 63,302 9,387 40,004 112,693
L oans acquired with deteriorated credit quality 88 Y2 (P2 88
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The following table presents information about significant sales of finance receivables and loans recorded at historical cost and transfers
of finance receivables and loans from held-for-investment to held-for-sale.

December 31, ($ in millions) 2012 2011

Consumer automobile $ 1960 $ 3,279
Consumer mortgage 40 107
Commercial 96 34
Total sales and transfers $ 2,09% $ 3,420

The following table presents an analysis of our past due finance receivables and loans, net, recorded at historical cost reported at carrying
value before allowance for loan losses.

901 Yodays Totali¢ Yfinance
30-59i¢ Y2days 60-89i¢ .days oric¥amore  Total receivablesic Y2andi¢ %
December 31, ($ in millions) past due past due pasti¢¥2due pastig2due  Current loans
2012
Consumer automobile $ 920 $ 213 3 138 $ 1,271 $ 52444 3 53,715
Consumer mortgage
1st Mortgage 66 37 156 259 6,914 7,173
Home equity 15 6 18 39 2,609 2,648
Total consumer mortgage 81 43 174 298 9,523 9,821
Commercial
Commercial and industrial
Automobile ¢ ¢ 16 16 30,254 30,270
Mortgage i¢% i¢% i¢% T¢Ye T¢Ye [PAZ)
Other T¢Ye T¢Ye 1 1 2,696 2,697
Commercial real estate
Automobile i¢Ye i¢Ye 8 8 2,544 2,652
Mortgage i¢Ye i¢Ye i¢Ye Ve i¢Ya [PRZ)
Total commercial ¢ ¢ 25 25 35,494 35,519
Total consumer and commercial $ 1,001 $ 256 % 337 % 1594 $ 97,461 $ 99,055
2011
Consumer automobile $ 802 $ 162 $ 179 $ 1,143 $ 62316 $ 63,459
Consumer mortgage
1st Mortgage 91 35 162 288 6,603 6,891
Home equity 21 11 18 50 3,052 3,102
Total consumer mortgage 112 46 180 338 9,655 9,993
Commercial
Commercial and industrial
Automobile (P22 1 126 127 34,690 34,817
Mortgage T¢Y2 T¢Y2 T¢Y2 T¢Y2 1,911 1,911
Other (1223 (1223 1 1 1,240 1,241
Commercial real estate
Automobile 2 1 34 37 2,448 2,485
Mortgage (P2 2 12 14 [PEZ 14
Total commercial 2 4 173 179 40,289 40,468
Total consumer and commercial $ 916 $ 212 $ 532 $ 1660 $ 112260 $ 113,920

134



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

The following table presents the carrying value before allowance for loan losses of our finance receivables and loans recorded at
historical cost on nonaccrual status.

December 31, ($ in millions) 2012 2011
Consumer automobile $ 260 $ 228
Consumer mortgage
1st Mortgage 342 281
Home equity 40 58
Total consumer mortgage 382 339
Commercial

Commercia and industrial

Automobile 146 223

Mortgage 1¢%2 (1223

Other 33 37

Commercial real estate

Automobile 37 67

Mortgage 1¢% 12
Total commercial 216 339
Total consumer and commercia finance receivables and loans $ 858 $ 906

Management performs a quarterly analysis of the consumer automobile, consumer mortgage, and commercial portfolios using a range of
credit quality indicators to assess the adequacy of the allowance based on historical and current trends. The tables below present the
population of loans by quality indicators for our consumer automobile, consumer mortgage, and commercial portfolios.

The following table presents performing and nonperforming credit quality indicators in accordance with our internal accounting policies
for our consumer finance receivables and loans recorded at historical cost reported at carrying value before allowance for loan losses.
Nonperforming loans include finance receivables and |oans on nonaccrua status when the principal or interest has been delinquent for 90
days or when full collection is determined not to be probable. Refer to Note 1 for additional information.

i¢¥e 2012 2011
December 31, ($ in millions) Performing  Nonperforming Total Performing Nonperforming Total
Consumer automobile $ 53,455 $ 260 $ 53,715 $ 63,231 $ 228 $ 63,459
Consumer mortgage
1st Mortgage 6,831 342 7,173 6,610 281 6,891
Home equity 2,608 40 2,648 3,044 58 3,102
Total consumer mortgage $ 9,439 $ 382 $ 9821 $ 9654 $ 339 $ 9,993

The following table presents pass and criticized credit quality indicators based on regulatory definitions for our commercial finance
receivables and loans recorded at historical cost reported at carrying value before allowance for loan losses.

Vs 2012 2011
December 31, ($ in millions) Pass Criticizedi¢¥2(a) Total Pass Criticizedi¥A(a) Total
Commercial
Commercial and industrial
Automobile $ 28,978 $ 1,292 $ 30,270 $ 32,464 $ 2353 $ 34,817
Mortgage i¢Ye i¢Ye 1% 1,760 151 1,911
Other 2,417 280 2,697 883 358 1,241
Commercial real estate
Automobile 2,440 112 2,552 2,305 180 2,485
Mortgage Y2 Y2 Ve ¢z 14 14
Total commercial $ 33835 $ 1,684 $ 35519 $ 37,412 $ 3056 $ 40,468

(@ Includesloans classified as special mention, substandard, or doubtful. These classifications are based on regulatory definitions and generally represent
loans within our portfolio that have a higher default risk or have already defaulted.
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Impaired Loans and Troubled Debt Restructurings

Impaired Loans

Loans are considered impaired when we determine it is probable that we will be unable to collect all amounts due according to the terms
of the loan agreement. For more information on our impaired finance receivables and |oans, refer to Note 1.

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

Unpaid Carrying Impaired Impaired Allowance for
principal value before with no with an impaired
December 31, ($ in millions) balance allowance allowance allowance
2012
Consumer automobile $ 260 $ 260 9 $ 170 $ 16
Consumer mortgage
1st Mortgage 811 725 123 602 137
Home equity 147 148 1 147 49
Total consumer mortgage 958 873 124 749 186
Commercial
Commercial and industrial
Automobile 146 146 54 92 7
Mortgage i¢Ye [PRZ) Y2 i¢Ye [PRZ)
Other 33 33 9 24 7
Commercial real estate
Automobile 37 37 9 28 12
Mortgage 1¢Ya 1¢% Y2 1¢Ya 1¢%
Total commercial 216 216 72 144 26
Total consumer and commercial finance
receivables and loans $ 1,434 $ 1,349 286 $ 1,063 $ 228
2011
Consumer automobile $ 69 $ 69 i $ 69 $ 7
Consumer mortgage
1st Mortgage 516 508 83 425 126
Home equity 97 98 1¢Ye 98 46
Total consumer mortgage 613 606 83 523 172
Commercial
Commercial and industrial
Automobile 222 222 64 158 22
Mortgage ¢ (P& ¢ T2 T2
Other 37 37 25 12 5
Commercial real estate
Automobile 68 68 32 36 18
Mortgage 12 12 1 11 5
Total commercial 339 339 122 217 50
Total consumer and commercia finance
receivables and loans $ 1,021 $ 1,014 205 $ 809 $ 229
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The following tables present average balance and interest income for our impaired finance receivables and loans.

(P27 2012 2011 2010
Average Interest  Average Interest Average Interest
Year ended December 31, ($ in millions) balance income balance income balance income
Consumer automobile $ 131 % 12 $ 3B $ 2 % Y $ T¢Ys
Consumer mortgage
1st Mortgage 598 24 463 18 405 15
Home equity 95 4 90 4 79 4
Total consumer mortgage 693 28 553 22 484 19
Commercial
Commercial and industrial
Automobile 178 8 303 19 335 13
Mortgage 5 1¢Ye 19 53
Other 32 6 84 650 6
Commercial real estate
Automobile 64 1 126 7 275
Mortgage 6 1¢Ye 40 1 137
Total commercial 285 15 572 34 1,450 30
Total consumer and commercial financereceivablesandloans $ 1,109 $ 5 $ 1,160 $ 58 $ 1934 $ 49

Troubled Debt Restructurings

TDRs are loan modifications where concessions were granted to borrowers experiencing financial difficulties. Numerous initiatives, such
as the Home Affordable Modification Program (HAMP) are in place to provide support to our mortgage customersin financial distress,
including principal forgiveness, maturity extensions, delinquent interest capitalization, and changes to contractual interest rates. Additionally
for automobile loans, we offer several types of assistance to aid our customers including changing the maturity date and rewriting the loan
terms. Total TDRs recorded at historical cost and reported at carrying val ue before allowance for loan losses were $1.2 billion at
Decemberi¢231, 2QX2flecting an increase of $441 million from Decemberi¢231, Z0Refer to Note 1 for additional information.
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The following table presents information related to finance receivables and loans recorded at historical cost modified in connection with
atroubled debt restructuring during the period.

2012 (a) 2011
Pre- Post- Pre- Post-
modification modification modification modification
Numberi¢ Yearryingi¢ Yavaluetgbryingi; Yovalueiyumberi¢Yacarryingi¢Yaval ueigdiryingi¢vaval uei s
of before before of before before
Year ended December 31, ($ in millions) loans allowance allowance loans allowance alowance
Consumer automobile 36,285 $ 407 $ 295 6411 $ 8 $ 85
Consumer mortgage
1st Mortgage 1,664 412 327 375 133 132
Home equity 1,305 24 23 888 51 47
Total consumer mortgage 2,969 436 350 1,263 184 179
Commercial
Commercial and industrial
Automobile 9 15 15 2 5 5
Mortgage Y2 Y2 Y2 1 38 28
Other Y2 Y2 Y2 2 11 10
Commercial real estate
Automabile 8 14 13 5 12 11
Mortgage i¢Ye IPR7) IPR7) 2 4 3
Total commercial 17 29 28 12 70 57
Total consumer and commercial finance
receivables and loans 39,271 % 872 $ 673 7,686 $ 339 % 321

(@ Dueto recent industry practice, bankruptcy loans that have not been reaffirmed have been included within our TDR population beginning in the fourth
quarter of 2012.

The following table presents information about finance receivables and loans recorded at historical cost that have redefaulted during the
reporting period and were within 12 months or less of being modified as a troubled debt restructuring. Redefault is when finance receivables
and loans meet the requirements for evaluation under our charge-off policy (Refer to Note 1 for additional information) except for commercial
finance receivables and loans where redefault is defined as 90 days past due.

2012 (a) 2011
Carryingiz %2 Carryingi¢y
Numberi¢% value Numberiiz vaue
of before Charge- of before Charge-
Year ended December 31, ($ in millions) loans allowance offi;%amount loans allowance  offi¢%amount
Consumer automobile 229 $ 26 $ 12 420 $ 4 3% 2
Consumer mortgage
1st Mortgage 112 16 1 11 2 (1223
Home equity 41 3 2 28 2 1
Total consumer mortgage 153 19 3 39 4 1
Commercial
Commercial and industrial
Automobile 4 3 [PX7) 1 3 i¢Y2
Commercial real estate
Automobile 3 3 T¢Ye 1¢Y2 1¢Y2 1¢Y2
Total commercial 7 6 ¢ 1 3 i¢Y2
Total consumer and commercia finance receivables and
loans 2450 $ 51 $ 15 460 $ 11 $ 3

(@) Dueto recent industry practice, bankruptcy loans that have not been reaffirmed have been included within our TDR population beginning in the fourth
quarter of 2012.

At Decemberi¢¥231, 2QZhd Decemberi¢231, 2)tommercial commitments to lend additional funds to debtors owing receivables whose
terms had been modified in atroubled debt restructuring were $25 million and $45 million, respectively.
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Concentration Risk
Consumer

We monitor our consumer loan portfolio for concentration risk across the geographies in which we lend. The highest concentrations of
loansin the United States are in Texas and California, which represent an aggregate of 21.0% of our total outstanding consumer loans at
Decemberi¢?431, 2012

Concentrations in our mortgage portfolio are closely monitored given the volatility of the housing markets. Our consumer mortgage loan
concentrations in California, Florida, and Michigan receive particular attention as the real estate value depreciation in these states has been the
most severe.

The following table shows the percentage of total consumer finance receivables and loans recorded at historical cost reported at carrying
value before allowance for loan losses by state and foreign concentration.

(127 2012 (a) 2011
1sti¢2Mortgage 1sti¢YsMortgage
and home and home
December 31, Automobile equity Automobile equity
Texas 12.9% 5.8% 9.5% 5.5%
California 5.6 29.2 4.6 25.7
Florida 6.7 3.6 4.8 4.0
Michigan 5.0 4.1 4.0 4.8
Pennsylvania 5.2 1.6 3.6 16
Ilinois 4.3 4.8 31 5.0
New York 4.6 2.0 35 2.3
Ohio 4.0 0.8 29 1.0
Georgia 3.7 1.9 25 18
North Carolina 3.3 2.0 22 21
Other United States 44.7 44.2 329 45.9
Foreign (b) 2%} (1273 26.4 0.3
Total consumer loans 100.0% 100.0% 100.0% 100.0%

(@) Presentationisin descending order as a percentage of total consumer finance receivables and loans at Decemberi¢231, 2012
(b) Foreign consumer finance receivables and loans as of December 31, 2012, was $2 million. These remaining foreign balances are within Finland and the
Czech Republic.

Consumer Higher-Risk Mortgage

The following table summarizes held-for-investment mortgage finance receivables and loans recorded at historical cost and reported at
carrying value before allowance for loan losses by higher-risk loan type.

December 31, ($ in millions) 2012 2011

Interest-only mortgage loans (a) $ 2,063 $ 2,947
Below-market rate (teaser) mortgages 192 248
Total higher-risk mortgage finance receivables and loansi¢Yz $ 2255 % 3,195

(@ Themajority of the interest-only mortgage |oans are expected to start principal amortization in 2015 or beyond.
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The following table presents our five largest state concentrations within our held-for-investment mortgage finance receivables and loans
recorded at historical cost and reported at carrying value before allowance for loan losses by higher-risk loan type.

Total
Below-market  higher-risk
Interest-only rate (teaser) mortgage

Decemberi¢¥238%igAillions) mortgagei¢¥2loans mortgages loans
2012
Cdifornia $ 500 $ 60 $ 560
Virginia 216 225
Maryland 166 171
Ilinois 107 113
Michigan 106 111
Other United States 968 107 1,075
Total higher-risk mortgage loans $ 2,063 $ 192 % 2,255
2011
Cadlifornia $ 748 $ 78 3% 826
Virginia 274 10 284
Maryland 217 6 223
Illinois 153 8 161
Michigan 199 9 208
Other United States 1,356 137 1,493
Total higher-risk mortgage loans $ 2947 % 248 3% 3,195

Commercial Real Estate

The commercial real estate portfolio consists of loans issued primarily to automotive dealers. The following table shows the percentage
of total commercial real estate finance receivables and loans reported at carrying value before allowance for loan losses by geographic region

and property type.
Decemberi¢231, 2012 2011
Geographic region
Texas 13.0% 12.4%
Michigan 12.6 141
Florida 11.7 124
Cdlifornia 9.3 9.3
New York 49 35
Virginia 3.9 41
North Carolina 3.9 21
Pennsylvania 3.3 29
Georgia 3.0 25
Tennessee 2.3 18
Other United States 32.1 28.3
Foreign (1273 6.6
Total commercial real estate finance receivables and |oans 100.0% 100.0%
Property type
Automotive dealers 100.0% 99.4%
Other i¢% 0.6
Total commercial real estate finance receivables and loans 100.0% 100.0%
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Commercial Criticized Exposure

Finance receivables and loans classified as specia mention, substandard, or doubtful are deemed as criticized. These classifications are
based on regulatory definitions and generally represent finance receivables and |oans within our portfolio that have a higher default risk or
have aready defaulted. The following table presents the percentage of total commercial criticized finance receivables and loans reported at
carrying value before allowance for loan losses by industry concentrations.

Decemberi¢431, 2012 2011
Industry
Automoative 85.7% 82.9%
Manufacturing 5.5 18
Services 49 19
Other 3.9 134
Total commercial criticized finance receivables and loans 100.0% 100.0%

9. Investment in Operating Leases, Net
Investments in operating |eases were as follows.

December 31, ($ in millions) 2012 2011

Vehicles and other equipment $ 16,009 $ 11,160
Accumulated depreciation (2,459) (1,885)
Investment in operating leases, net $ 13550 $ 9,275

Depreciation expense on operating lease assets includes remarketing gains and losses recognized on the sale of operating |ease assets.
The following summarizes the components of depreciation expense on operating lease assets.

Year ended Decemberi¢%43$,in millions) 2012 2011 2010

Degpreciation expense on operating lease assets (excluding remarketing gains) $ 1515 $ 1,158 $ 1,806
Remarketing gains (116) (217) (555)
Depreciation expense on operating |lease assets $ 1399 $ 91 $ 1,251

The following table presents the future lease nonresidual rental payments due from customers for equipment on operating leases.

Year ended Decemberi¢¥43$,in millions) Ve

2013 $ 2,573
2014 1,705
2015 618
2016 27
2017 and after 1¢Y2
Total $ 4,923

10. Securitizations and Variable Interest Entities

Overview

We areinvolved in several types of securitization and financing transactions that utilize special-purpose entities (SPES). A SPE isan
entity that is designed to fulfill a specified limited need of the sponsor. Our principa use of SPEsisto obtain liquidity and favorable capital
treatment by securitizing certain of our financial assets.

The SPEs involved in securitization and other financing transactions are generally considered variable interest entities (VIES). VIEs are
entities that have either atotal equity investment that is insufficient to permit the entity to finance its activities without additional subordinated
financial support or whose equity investors lack the ability to control the entity's activities. Due to the deconsolidation of ResCap, our
mortgage securitization activity and involvement with certain mortgage-related VI Es has substantially changed. Refer to Note 1 for additional
information related to ResCap.

Securitizations

We provide awide range of consumer and commercial automobile loans, operating |eases, other commercial loans, and mortgage |oan
products to a diverse customer base. We often securitize these loans and |eases (which we collectively describe as loans or financial assets)
through the use of securitization entities, which may or may not be consolidated on our Consolidated Balance Sheet. We securitize consumer
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and commercia automobile |oans, operating leases, and other commercial loans through private-label securitizations. We securitize consumer
mortgage |oans through transactions involving the Federal National Mortgage Association (Fannie Mage) and the Federal Home Loan
Mortgage Corporation (Freddie Mac). We previously securitized consumer mortgage loans through private-label mortgage securitizations and
through transactions involving the Government National Mortgage Association (Ginnie Mag). We refer to Fannie Mage, Freddie Mac, and
Ginnie Mae collectively as the Government-Sponsored Enterprises or GSEs. During 2012 and 2011, our consumer mortgage |oans were
primarily securitized through the GSEs.

In executing a securitization transaction, we typically sell pools of financial assetsto awholly owned, bankruptcy-remote SPE, which
then transfers the financial assets to a separate, transaction-specific securitization entity for cash, servicing rights, and in some transactions,
other retained interests. The securitization entity is funded through the issuance of beneficial interestsin the securitized financial assets. The
beneficial interests take the form of either notes or trust certificates which are sold to investors and/or retained by us. These beneficia
interests are collateralized by the transferred loans and entitle the investors to specified cash flows generated from the securitized loans. In
addition to providing a source of liquidity and cost-efficient funding, securitizing these financial assets also reduces our credit exposure to the
borrowers beyond any economic interest we may retain.

Each securitization is governed by various legal documents that limit and specify the activities of the securitization entity. The
securitization entity is generally allowed to acquire the loans, to issue beneficial interests to investors to fund the acquisition of the loans, and
to enter into derivatives or other yield maintenance contracts to hedge or mitigate certain risks related to the financial assets or beneficial
interests of the entity. A servicer, who is generally us, is appointed pursuant to the underlying legal documents to service the assets the
securitization entity holds and the beneficial interests it issues. Servicing functions include, but are not limited to, making certain payments of
property taxes and insurance premiums, default and property maintenance payments, as well as advancing principa and interest payments
before collecting them from individual borrowers. Our servicing responsibilities, which constitute continued involvement in the transferred
financial assets, consist of primary servicing (i.e.,i¢¥zservicing the underlying transferred financial assets) and previously master servicing
(i.e.,i¢¥servicing the beneficial interests that result from the securitization transactions). Certain securitization entities also require the servicer to
advance scheduled principal and interest payments due on the beneficial interests issued by the entity regardless of whether cash payments are
received on the underlying transferred financial assets. Accordingly, we are required to provide these servicing advances when applicable.
Refer to Note 11 for additional information regarding our servicing rights.

The GSEs provide a guarantee of the payment of principal and interest on the beneficial interestsissued in securitizations. In private-
label securitizations, cash flows from the assets initially transferred into the securitization entity represent the sole source for payment of
distributions on the beneficial interests issued by the securitization entity and for payments to the parties that perform services for the
securitization entity, such as the servicer or the trustee. In certain private-label securitization 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. In previous certain private-label securitizations, monoline insurance may have existed to cover certain shortfallsto certain investors
in the beneficial interests issued by the securitization entity. As noted above, in certain private-label securitizations, the servicer isrequired to
advance scheduled principal and interest payments due on the beneficial interests regardless of whether cash payments are received on the
underlying transferred financial assets. The servicer is allowed to reimburse itself for these servicing advances. Additionally, certain private-
label securitization transactions may have previously allowed for the acquisition of additional |oans subsequent to theinitial |oan transfer.
Principal collections on other loans and/or the issuance of new beneficial interests, such as variable funding notes, generally funded those
loans; we were often contractually required to invest in these new interests.

We may have retained beneficial interestsin our private-label securitizations, which may have represented aform of significant
continuing economic interest. These retained interests included, but are not limited to, senior or subordinate asset-backed securities and
residuas, and previously included senior or subordinate mortgage-backed securities, interest-only strips, and principal-only strips. Certain of
these retained interests provided credit enhancement to the trust as they may have absorbed credit losses or other cash shortfalls. Additionaly,
the securitization agreements may have required cash flows to be directed away from certain of our retained interests due to specific over-
collateralization requirements, which may or may not have been performance-driven.

We generally hold certain conditional repurchase options specific to private label securitizations that allow us to repurchase assets from
the securitization entity. The majority of the securitizations provide us, as servicer, with acall option that allows us to repurchase the
remaining transferred financial assets or outstanding beneficial interests at our discretion once the asset pool reaches a predefined level, which
represents the point where servicing becomes burdensome (a clean-up call option). The repurchase priceis typically the par amount of the
loans plus accrued interest. Additionally, we may hold other conditional repurchase options that allow us to repurchase atransferred financial
asset if certain events outside our control are met. The typical conditional repurchase option is a delinquent loan repurchase option that gives
us the option to purchase the loan or contract if it exceeds a certain prespecified delinquency level. We generally have complete discretion
regarding when or if we will exercise these options, but we would do so only when itisin our best interest.

Other than our customary representation and warranty provisions, these securitizations are nonrecourse to us, thereby transferring the
risk of future credit losses to the extent the beneficial interests in the securitization entities are held by third parties. Representation and
warranty provisions generally require us to repurchase loans or indemnify the investor or other party for incurred losses to the extent it is
determined that the |loans were ineligible or were otherwise defective at the time of sale. Refer to Note 29 for detail on representation and
warranty provisions. We did not provide any noncontractual financial support to any of these entities duringigéd2 or 2011.
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Other Variable Interest Entities

Servicer Advance Funding Entity

We previoudly assisted in the financing of our servicer advance receivables, we formed a VIE that issued variable funding notes to third-
party investors that were collateralized by servicer advance receivables. These servicer advance receivables were transferred to the VIE and
consisted 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
VIEi¢¥funded the purchase of the receivables through financing obtained from the third-party investors and subordinated loans or an equity
contribution from our mortgage activities. This VIE was not consolidated on our balance sheet at Decemberi¢/431, 20&2a result of the
deconsolidation of ResCap, but was consolidated on our balance sheet at Decemberi¢%231, 20T he beneficial interest holder of thisVIE 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 2012 or 2011.

Other

We had involvements with various other on-balance sheet, immaterial VIES. Most of these VIEs were used for additional liquidity
whereby we sold certain financia assetsinto the VIE and issued beneficial intereststo third parties for cash.

We also provide long-term guarantee contracts to investors in certain nonconsolidated affordable housing entities and have extended a
line of credit to provide liquidity and minimize our exposure under these contracts. Since we do not have control over the entities or the
power to make decisions, we do not consolidate the entities and our involvement is limited to the guarantee and the line of credit.

Involvement with Variable Interest Entities

The determination of whether financial assets transferred by us to these VIEs (and related liabilities) are consolidated on our balance
sheet (also referred to as on-balance sheet) or not consolidated on our balance sheet (al so referred to as off-bal ance sheet) depends on the
terms of the related transaction and our continuing involvement (if any) with the VIE. We are deemed the primary beneficiary and therefore
consolidate VIEs for which we have both (a)i¢X/4the powdnrough voting rights or similar rights, to direct the activities that most significantly
impact the VIE's economic performance, and (b)i¢Yza variable interest (or variable interests) that (i)i¢Y2o0bligates us to absorb losses that could
potentially be significant to the VIE and/or (ii)i¢¥2provides us the right to receive residual returns of thiéE that could potentially be significant
to the VIE. We determine whether we hold a significant variable interest in a VI E 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 aVIE on
an ongoing basis.
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December 31, ($ in millions)

Our involvement with consolidated and nonconsolidated VVIES in which we hold variable interests is presented bel ow.

Consolidated Assets of Maximumig Y2exposurei; ¥2to
involvement nonconsolidated  lossi¢%2ini¢¥2nonconsolidated
with VIEs (a) VIEs (a) VIEs

2012
On-balance sheet variable interest entities

Consumer automobile $ 28,566 1¢Y%i¢Ys [PRZIPE7 T¢YeleYe
Commercia automobile 23,139 i¢Yei¢Ye 1¢Yei¢ s T¢YalieYe
Commercial other 728
Off-balance sheet variable interest entities
Consumer automobile [PX7) $ 1,495 $ 1,495 (b)
Consumer mortgage 1¢%2 other 16 Y216 Y20 T¢% (C)ig%e 12 (d)i¢¥%e
Commercial other (28) (e)i¢Y2 ¢ %2 (f)i¢%e 85 i¢YeiYe
Total $ 52,405 i;YLi$s 1,495 i Y 1,592 1Y Ye
2011
On-balance sheet variable interest entities
Consumer automobile $ 26,504 i¢Va¢Ye 1¢Y40 ¢ 1¢Ya ¢V
Consumer mortgage 1¢% private-label 1,098 iivaiiYs 1¢Y21¢Y2 ¢V Y
Commercial automobile 19,594 i¢YsicYe 1¢Y51¢Y% 1¢Y51¢Ya
Other 956 1¢VahiYe 1¢Y41¢Y2 T¢Va Y2
Off-balance sheet variable interest entities
Consumer mortgage i¢%2 Ginnie Mae 2,652 (Q)i¢% 44,127 Ve s 44,127 (b)i¢yz
Consumer mortgage i¢%2 CMHC 66 (g)i¢cs 3,222 ¢Y5iéYe 66 (h)i¢¥2
Consumer mortgage 1¢% private-label 141 (Q)i¢¥2 4,408 Y4 Ye 4,408 (b)i¢v2
Consumer mortgage T¢¥2 other (P23 T¢¥2(C) 17 (d)
Commercial other 83 (e)i¢vz T¢%e (F)i¢va 242 VY5
Total $ 51,094 154 51,757 i~ 48,860 i¢VhiiYe
() Asset values represent the current unpaid principal balance of outstanding consumer finance receivables and loans within the VIEs.

(b)

(©
(d)
G
®)
(9)

(h)

Maximum exposure to loss represents the current unpaid principal balance of outstanding loans based on our customary representation and warranty
provisions. This 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 loans are worthless. This required disclosure is not an indication of our expected loss.

Includes a VIE for which we have no management oversight and therefore we are not able to provide the total assets of the VIE. However, in Marchi %2201
we sold excess servicing rights valued at $266 million to the VIE.

Our maximum exposure to lossin this VIE is a component of servicer advances made that are allocated to the trust. The maximum exposure to loss
presented represents the unlikely event that every loan underlying the excess servicing rights sold defaults, and we, as servicer, are required to advance the
entire excess service fee to the trust for the contractually established period. This required disclosure is not an indication of our expected loss.

Includes $0 million and $100 million classified as finance receivables and loans, net, and $0 million and $20 million classified as other assets, offset by
$28 million and $37 million classified as accrued expenses and other liabilities at Decemberi¢¥231, 2Q8hd Decemberi¢/431, 20Tespectively.

Includes VIEs for which we have no management oversight and therefore we are not able to provide the total assets of the VIEs.

Includes $0 hillion and $2.4 billion classified as mortgage |oans held-for-sale, $0 million and $92 million classified as trading securities or other assets,
and $0 million and $386 million classified as mortgage servicing rights at Decemberi¢%%31, 2Q1&hd Decemberi¢231, 20Tespectively. CMHC isthe
Canada Mortgage and Housing Corporation.

Due to combination of the credit loss insurance on the mortgages and the guarantee by CMHC on the issued securities, the maximum exposure to loss
would be limited to the amount of the retained interests. Additionally, the maximum loss would occur only in the event that CMHC dismisses us as
servicer of the loans due to servicer performance or insolvency.

On-balance Sheet Variable Interest Entities

We engage in securitization and other financing transactions that do not qualify for off-balance sheet treatment. In these situations, we

hold beneficial interests or other interestsin the VIE, which represent aform of significant continuing economic interest. These retained
interests include, but are not limited to, senior or subordinate asset-backed securities and residuals, and previously included senior or
subordinate mortgage-backed securities, interest-only strips, and principa-only strips. Certain of these retained interests provide credit
enhancement to the securitization entity as they may absorb credit losses or other cash shortfalls. Additionally, the securitization documents
may require cash flows to be directed away from certain of our retained interests due to specific over-collateralization reguirements, 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 Consolidated Balance Shest.
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We consolidated certain of these entities because we had 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 generally the primary beneficiary of automobile securitization
entities for which we perform servicing activities and have retained a significant variable interest in the form of a beneficial interest. We were
previoudly the primary beneficiary of certain mortgage private-label securitization entities.

The consolidated VIEsincluded in the Consolidated Balance Sheet represent separate entities with which we are involved. The third-
party investorsin the obligations of consolidated VIEs have legal recourse only to the assets of the VIEs and do not have such recourse to us,
except for the customary representation and warranty provisions or when we are the counterparty to certain derivative transactions involving
the VIE. In addition, the cash flows from the assets are restricted only to pay such liabilities. Thus, our economic exposure to loss from
outstanding third-party financing related to consolidated VIEs is significantly less than the carrying value of the consolidated VIE assets. All
assets of consolidated VIEs, presented below based upon the legal transfer of the underlying assets in order to reflect legal ownership, are
restricted for the benefit of the beneficial interest holders. Refer to Note 25 for discussion of the assets and liabilities for which the fair value
option has been elected.

Decemberi¢%238$,in millions) 2012 2011
Assets
Loans held-for-sale, net $ T $ 9
Finance receivables and |oans, net
Consumer 13,671 21,622
Commercial 17,839 19,313
Allowance for loan losses (144) (210)
Total finance receivables and loans, net 31,366 40,725
Investment in operating leases, net 6,060 4,389
Other assets 2,868 3,029
Assets of operations held-for-sale 12,139 i¢Y2
Total assets $ 52433 $ 48,152
Liabilities
Short-term borrowings $ 400 $ 795
Long-term debt 26,461 33,143
Interest payable 1 14
Accrued expenses and other liabilities 16 405
Liabilities of operations held-for-sale 9,686 i¢Y2
Total liabilities $ 36564 $ 34,357

Off-balance Sheet Variable Interest Entities

The nature, purpose, and activities of nonconsolidated securitization entities are similar to those of our consolidated securitization
entities with the primary difference being the nature and extent of our continuing involvement. The cash flows from the assets of
nonconsolidated securitization entities generally are the sole source of payment on the securitization entitiesidiabilities. The creditors of these
securitization entities have no recourse to us with the exception of market customary representation and warranty provisions as described in
Note 29.

Nonconsolidated VIEs include entities for which we either do not hold potentially significant variable interests or do not provide
servicing or asset management functions for the financial assets held by the securitization entity. Additionally, to qualify for off-balance sheet
treatment, transfers of financial assets must meet the sale accounting conditions in ASCi¢%286;ansfers and Servicing. Previously, our
residential mortgage loan securitizations consisted of Ginnie Mae and private-label securitizations. We are not the primary beneficiary of any
GSE loan securitization transaction because we do not have the power to direct the significant activities of such entities. Previoudly, we did
not consolidate certain private-label mortgage securitizations because we did not have a variable interest that could potentially have been
significant or we did not have power to direct the activities that most significantly impacted the performance of the VIE.

For nonconsolidated securitization entities, the transferred financial assets are removed from our balance sheet provided the conditions
for sale accounting are met. The financial assets obtained from the securitization are primarily reported as cash, servicing rights, or retained
interests (if applicable). Typically, we conclude that the fee we are paid for servicing consumer automobile finance receivables represents
adequate compensation, and consequently, we do not recognize a servicing asset or liability. As an accounting policy election, we elected fair
value treatment for our mortgage servicing rights (M SR)i¢¥2portfolio. Liabilitiesincurred as part of these securitization transactions, such as
representation and warranty provisions, are recorded at fair value at the time of sale and are reported as accrued expenses and other liabilities
on our Consolidated Balance Sheet. Upon the sale of the loans, we recognize again or loss on sale for the difference between the assets
recognized, the assets derecognized, and the liabilities recognized as part of the transaction.
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The following summarizes all pretax gains and losses recognized on financial assets sold into nonconsolidated securitization and similar
asset-backed financing entities.

Year ended December 31, ($ in millions) 2012 2011 2010
Consumer automobile $ 6 $ e $ (P22}
Consumer mortgage i¢%2 GSEs 942 818 1,065
Consumer mortgage i¢% private-label (VA7) i¢Y2 17
Total pretax gain $ 948 $ 818 $ 1,082

The following table summarizes cash flows received from and paid related to securitization entities, asset-backed financings, or other
similar transfers of financial assets where the transfer is accounted for as a sale and we have a continuing involvement with the transferred
assets (e.g.,i¢vzservicing) that were outstanding2012, 2011, and 2010. Additionally, this table contains information regarding cash flows
received from and paid to nonconsolidated securitization entities that existed during each period.

Consumer Consumeriz¥. ConsumerizY¥2mortgage
Year ended December 31, ($ in millions) automobile mortgage GSEs private-label
2012
Cash proceeds from transfers completed during the period $ 1,979 $ 32,79 $ 5
Cash flows received on retained interests in securitization entities T¢Y2 i¢Ye 71
Servicing fees 12 693 63
Purchases of previously transferred financial assets T2 (876) (12)
Representations and warranties obligations (1223 (108) )
Other cash flows 1¢%2 (96) 255
2011
Cash proceeds from transfers completed during the period $ i $ 59,815 $ 722
Cash flows received on retained interests in securitization entities i¢Y2 i¢Y2 68
Servicing fees i¢Y2 999 201
Purchases of previously transferred financia assets (1223 (2,537) (222)
Representations and warranties obligations 1¢%2 (243) (38)
Other cash flows [PeZ (13) 187
2010
Cash proceeds from transfers completed during the period $ i $ 68,822 $ 1,090
Cash flows received on retained interests in securitization entities i¢% i¢% 81
Servicing fees 1 1,081 209
Purchases of previously transferred financial assets (P23 (1,865) (282)
Representations and warranties obligations i¢Y% (389) (18)
Other cash flows (6) (39 (22)
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The following tables represent on-balance sheet |oans held-for-sale and finance receivable and loans, off-balance sheet securitizations,
and whole-loan sales where we have continuing involvement. The table presents quantitative information about delinquencies and net credit
losses. Refer to Note 11 for further detail on total serviced assets.

Amount 60 days or more

(P23 Total Amount past due Net credit losses
December 31, ($ in millions) 2012 2011 2012 2011 2012 2011
On-balance sheet loans
Consumer automobile $ 53715 $ 63834 $ 3%l % 341 $ 369 $ 321
Consumer mortgage (a) 12,311 18,940 241 3,242 16 181
Commercial automobile 32,822 37,302 24 162 1) 13
Commercial mortgage (127 1,925 (127 14 1) 31
Commercial other 2,783 1,261 1 1 (31) (5)
Total on-balance sheet loans 101,631 123,312 617 3,760 352 541
Off-balance sheet securitization entities
Consumer automobile 1,495 1¢Ye 4 1¢Ye 2 1¢Ye
Consumer mortgage - GSEs (b) 119,384 262,984 1,892 9,456 n/m n/m
Consumer mortgage-private-label i¢% 63,991 i¢% 11,301 1,234 3,982
Tota off-balance sheet securitization entities 120,879 326,975 1,896 20,757 1,236 3,982
Whole-loan transactions (c) 6,756 33,961 129 2,901 243 782
Total $ 229266 $ 484,248 $ 2642 $ 27418 $ 1,831 $ 5,305

(@ Includes loans subject to conditional repurchase options of $0 billion and $2.3 billion guaranteed by the GSEs, and $0 million and $132 million sold to
certain private-label mortgage securitization entities at Decemberi¢¥231, 2Q%hd 2011, respectively.
(b) Anticipated credit losses are not meaningful due to the GSE guarantees.

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

11. Servicing Activities
Mortgage Servicing Rights

The following table summarizes activity related to MSRs, which are carried at fair value. As there are limited M SR market transactions
that are directly observable, management estimates fair value using internally developed discounted cash flow models (an income approach)
to estimate the fair value. These internal valuation models estimate net cash flows based on internal operating assumptions that we believe

would be used by market participants in orderly transactions combined with market-based assumptions for |oan prepayment rates, interest
rates, and discount rates that we believe approximate yields required by investorsin this asset.

Year ended Decemberi¢23$,in millions) 2012 (a) 2011
Estimated fair value at Januaryi¢¥41, $ 2519 $ 3,738
Additions recognized on sale of mortgage loans 240 622
Additions from purchases of servicing rights T¢% 31
Subtractions from sales of servicing assets (P23 (266)
Changesin fair value

Due to changes in valuation inputs or assumptions used in the valuation model (282) (1,041)

Other changesin fair value (395) (565)
Deconsolidation of ResCap (1,130) (P23
Estimated fair value at Decemberi¢¥431, $ 952 $ 2,519

(@ Theremaining balanceis at Meridian Safe Bank, due to the deconsolidation ofNRasGiam Safe Bank Unionannounced that it has begun to explore strategic aternatives for
its agency M SR portfolio.

Changesin fair value due to changes in valuation inputs or assumptions used in the valuation model include al changes dueto a

revaluation by amodel or by a benchmarking exercise. Other changesin fair value primarily include the accretion of the present value of the
discount related to forecasted cash flows and the economic runoff of the portfolio.
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The key economic assumptions and sensitivity of the fair value of M SRs to immediate 10% and 20% adverse changes in those
assumptions were as follows.

December 31, ($ in millions) 2012 2011
Weighted average life (in years) 4.6 a7
Weighted average prepayment speed 13.5% 15.7%
Impact on fair value of 10% adverse change $ 77y $ (139
Impact on fair value of 20% adverse change (144) (257)
Weighted average discount rate 7.7% 10.2%
Impact on fair value of 10% adverse change $ (100 $ (59)
Impact on fair value of 20% adverse change (19) (119)

These sensitivities are hypothetical and should be considered with caution. Changesin fair value based on a 10% and 20% variation in
assumptions generally cannot be extrapol ated because the relationship of the change in assumptions to the change in fair value may not be
linear. Also, the effect of avariation in a particular assumption on the fair value is calculated without changing any other assumption. In
reality, changesin one factor may result in changesin another (e.g.,i¢¥%increased market interest rates may result in lower prepayments and
increased credit losses) that could magnify or counteract the sensitivities. Further, these sensitivities show only the change in the asset
balances and do not show any expected change in the fair value of the instruments used to manage the interest rates and prepayment risks
associated with these assets.

Risk Mitigation Activities

The primary risk of our servicing rightsis interest rate risk and the resulting impact on prepayments. A significant declinein interest
rates could lead to higher-than-expected prepayments that could reduce the value of the M SRs. We economically hedge the impact of these
risks with both derivative and nonderivative financial instruments. Refer to Note 22 for additional information regarding the derivative
financial instruments used to economically hedge MSRs.

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

Year ended Decemberi¢%23$,in millions) 2012 2011 2010

Change in estimated fair value of mortgage servicing rights $ (677) $ (1,606) $ (872)
Changein fair value of derivative financial instruments 669 817 478
Servicing asset valuation and hedge activities, net $ @8 $ (789) $ (394

Mortgage Servicing Fees
The components of mortgage servicing fees were as follows.

Year ended December 31, ($ in millions) 2012 2011 2010

Contractual servicing fees, net of guarantee fees and including subservicing $ 504 $ 977 % 998
Late fees 29 65 77
Ancillary fees 59 156 187
Total mortgage servicing fees $ 502 % 1,198 $ 1,262

Mortgage Servicing Advances

In connection with our primary Mortgage servicing activities (i.e.,i¢¥zservicing of mortgage |oans), 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. Servicing advances including contractual interest, are priority cash flowsin the event of aloan
principal reduction or foreclosure and ultimate liquidation of the real estate-owned property. These servicing advances are included in other
assets on the Consolidated Balance Sheet and totaled $82 million and $1.9 hillion at Decemberi¢¥431, 20&8d 2011, respectively. We maintain
an allowance for uncollected primary servicing advances of $1 million and $43 million at Decemberi¢%%31, 2022d 2011, respectively. Our
potential obligation is influenced by the loanigigerformance and credit quality. Additionally, we have afiduciary responsibility for mortgage
escrow and custodial funds that totaled $0 billion and $4.4 billion at Decemberi¢%431, 20a8d 2011, respectively. A portion of these balances
areincluded in deposit liabilities on our Consolidated Balance Sheet. Refer to Note 14 for additional information.

Due to the deconsolidation of ResCap on May 14, 2012, we no longer act as a subservicer or master servicer of mortgage loans. Refer to
Note 1 for more information regarding the deconsolidation. When we acted as a subservicer of mortgage |oans we performed the
responsibilities of a primary servicer but did not own the corresponding primary servicing rights. We received a fee from the primary servicer
for such services. As the subservicer, we had the same responsibilities of a primary servicer in that we made certain payments of property
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taxes and insurance premiums, default and property maintenance, as well as advances of principal and interest payments before collecting
them from individual borrowers. At Decemberi¢231, 2)butstanding servicer advances related to subserviced loans were $125 million and we
had areserve for uncollected subservicer advances $1 million.

At December 31, 2011, we were the master servicer (i.e., servicer of beneficial interestsissued by mortgage securitization entities) for
467,722 loans, having an aggregate unpaid principa balance of $61.4 billion. In many cases, where we acted as master servicer, we also acted
as primary servicer. In connection with our master-servicing activities, we serviced the mortgage-backed and mortgage-related asset-backed
securities and whole-loan packages sold to investors. As the master servicer, we collected mortgage loan payments from primary servicers and
distributed those funds to investors in the mortgage-backed and mortgage-rel ated asset-backed securities and whole-loan packages. Asthe
master servicer, we were reguired to advance scheduled payments to the securitization trust or whole-loan investors. To the extent the primary
servicer does not advance the payments, we were responsible for advancing the payment to the trust or whole-loan investors. Master-servicing
advances, including contractual interest, are priority cash flowsin the event of a default, thus making their collection reasonably assured. In
most cases, we were required to advance these payments to the point of liquidation of the loan or reimbursement of the trust or whole-loan
investors. At December 31, 2011, outstanding master-servicing advances were $158 million and we had no reserve for uncollected master-
servicing advances.

Mortgage Serviced Assets

Total serviced mortgage assets consist of primary servicing activities. These include loans owned by Meridian Safe Barid evitieme Safe Bank Union is thy
primary servicer, and loans sold to third-party investors, where Meridian Safe Bank Unionhas retained primary servicing. LdansbamBefbyBank Unionare
categorized as loans held-for-sale or finance receivables and loans which are discussed in further detail in Note 7 and Note 8, respectively.
The loans sold to third-party investors were sold through off-balance sheet GSE securitization transactions.

The unpaid principal balance of our serviced mortgage assets were as follows.

Decemberi¢23$,in millions) 2012 (a) 2011
On-balance sheet mortgage loans
Held-for-sale and investment $ 10938 $ 18871
Operations held-for-sale 1¢%2 541

Off-balance sheet mortgage loans
Loans sold to third-party investors

Private-label [PXZ) 50,886
GSEs 119,384 262,868
Whole-loan 2 15,105
Purchased servicing rights 1¢%2 3,247
Operations held-for-sale [PX7) 4,912
Total primary serviced mortgage loans 130,324 356,430
Subserviced mortgage loans 1¢% 26,358
Subserviced operations held-for-sale [IX7) 4
Total subserviced mortgage loans 1¢%2 26,362
Master-servicing-only mortgage loans 1¢%2 8,557
Total serviced mortgage loans $ 130,324 $ 391,349

(@ Theremaining balances were serviced by Meridian Safe Bank, due to the deconsolidation ofNResGiam Safe Bank Unionannounced that it has begun to explore strategic
aternatives for its agency M SR portfolio.

Meridian Safe Bank Union is subject to certain net worth requirements associated with its servicing agreements with Fannie Mae affthereddie Mac.
majority of Meridian SsfseRaobil#iortgage assets are subserviced by GMAC Mortgage, LLC, asubsidiary of ResCap, pursuant to a servicing
agreement. At Decemberi¢¥231, 20Meridian Safe Bank Unionwas in compliance with the requirements of the servicing agreements.

Automobile Finance Servicing Activities

We service consumer automobile contracts. Historically, we have sold a portion of our consumer automobile contracts. With respect to
contracts we sell, we retain the right to service and earn a servicing fee for our servicing function. Typically, we conclude that the fee we are
paid for servicing consumer automobile finance receivabl es represents adequate compensation, and conseguently, we do not recognize a
servicing asset or liability. We recognized automobile servicing fee income of $109 million, $160 million, and $227 million during the years
ended Decemberi¢231, 2012011, and 2010, respectively.
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Automobile Finance Serviced Assets

The total serviced automobile finance loans outstanding were as follows.

Decemberi¢¥238$,in millions) 2012 2011
On-balance sheet automobile finance loans and |eases
Consumer automobile $ 53715 $ 63884
Commercial automobile 32,822 37,302
Operating leases 13,550 9,275
Operations held-for-sale 25,979 102
Other 41 (VA3
Off-balance sheet automobile finance loans
Loans sold to third-party investors
Securitizations 1,474 1¢Y2
Whole-loan 6,541 12,318
Total serviced automobile finance loans and leases $ 134,122 $ 122,881
12.  Premiums Receivable and Other Insurance Assets
Premiums receivable and other insurance assets consisted of the following.
Decemberi¢238$,in millions) 2012 2011
Prepaid reinsurance premiums $ 236 $ 218
Reinsurance recoverable on unpaid losses 234 321
Reinsurance recoverable on paid |0sses 40 54
Premiums receivable 108 288
Deferred policy acquisition costs 991 972
Total premiums receivable and other insurance assets $ 1609 $ 1,853
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13. Other Assets

The components of other assets were as follows.

Decemberi¢¥238$,in millions) 2012 2011
Property and equipment at cost $ 693 $ 1,152
Accumulated depreciation (4112) (787)
Net property and equipment 282 365
Restricted cash collections for securitization trustsi¢¥2(a) 2,983 1,596
Fair value of derivative contracts in receivable position 2,298 5,687
Collateral placed with counterparties 1,290 1,448
Deferred tax asset (b) 1,190 238
Restricted cash and cash equivaents 889 1,381
Other accounts receivable 525 1,110
Cash reserve deposits held-for-securitization trustsi¢¥(c) 442 838
Unamortized debt issuance costs 425 612
Nonmarketable equity securities 303 419
Interests retained in financial asset sales 154 231
Accrued interest and rent receivable 147 232
Real estate and other investments 98 385
Servicer advances 92 2,142
Prepaid expenses and deposits 60 568
Goodwill 27 518
Other assets 703 971
Total other assets $ 11908 $ 18,741

(@) Represents cash collection from customer payments on securitized receivables. These funds are distributed to investors as payments on the related secured

debt.

(b) Theincreasein the deferred tax asset represents the release of amaterial portion of our U.S. valuation allowance. Refer to Note 23 for more information.
(c) Represents credit enhancement in the form of cash reserves for various securitization transactions.

The changes in the carrying amounts of goodwill for the periods shown were as follows.

Automotivei¢ s

Finance Insurance

(% in millions) operations  operations Total
Goodwill at January 1, 2010 $ 469 $ 57 $ 526
Transfer of assets of discontinued operations held-for-sale (0] (0] 2
Foreign-currency translation [P2Z3 1 1
Goodwill at Decemberi¢¥431,i¢442010 $ 468 $ 57 $ 525
Transfer of assets of discontinued operations held-for-sale i¢% 4) 4)
Foreign-currency trandlation (1273 (©)] (©)]
Goodwill at Decemberi¢231,1¢422011 $ 468 $ 50 $ 518
Transfer of assets of discontinued operations held-for-sale (468) (23) (492)
Goodwill at Decemberi¢y231,1¢42012 $ % $ 27 3 27
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14. Deposit Liabilities
Deposit liahilities consisted of the following.

Decemberi¢23$, iy millions) 2012 2011
Domestic deposits
Noninterest-bearing deposits $ 1,977  $ 2,029
Interest-bearing deposits
Savings and money market checking accounts 13,871 9,035
Certificates of deposit 31,084 28,540
Dealer deposits 983 1,769
Total domestic deposit liabilities 47,915 41,373
Foreign deposits
Interest-bearing deposits
Savings and money market checking accounts i¢% 1,408
Certificates of deposit i¢% 1,958
Dealer deposits (1273 311
Total foreign deposit liabilities i¢% 3,677
Total deposit liabilities $ 47915 $ 45,050

Noninterest-bearing deposits primarily represent third-party escrows associated with our mortgage loan-servicing portfolio. The escrow
deposits are not subject to an executed agreement and can be withdrawn without penalty at any time. At Decemberi¢231, 2Qkhd
Decemberi¢231, A)kertificates of deposit included $12.0 billion and $10.0 billion, respectively, of domestic certificates of deposit in

denominations of $100i¢%4thousand or more.

The following table presents the scheduled maturity of total certificates of deposit.

Year ended Decemberi%238$,in millions) ¢V Y2
2013 $ 15,688
2014 6,133
2015 4,336
2016 3,545
2017 1,382
Total certificates of deposit $ 31,084
15. Short-term Borrowings
The following table presents the composition of our short-term borrowings portfolio.

i¢Y2 2012 2011

December 31, ($ in millions) Unsecured  Secured (a) Total Unsecured  Secured () Total
Demand notes $ 3,094 $ i $ 3094 $ 2,756 $ ic2 & 2,756
Bank loans and overdrafts 167 [P27) 167 1,613 (P22 1,613
Federa Home Loan Bank [PX7) 3,800 3,800 i¢Y2 1,400 1,400
Otheri¢¥2(b) ii% 400 400 146 1,765 1,911
Total short-term borrowings $ 3261 $ 4200 $ 7461 % 4515 $ 3165 $ 7,680
Weighted average interest rate (C) 1.0% 3.6%

(@) Referto Note 16 for further details on assets restricted as collateral for payment of the related debt.

(b) Other primarily includes nonbank secured borrowings at our Commercial Finance Group at December 31, 2012 and Automotive Finance operations at

December 31, 2011.
(c) Based on the debt outstanding and the interest rate at December 31 of each year.
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16. Long-term Debt

The following tables present the composition of our long-term debt portfolio.

Weighted
average
Interest interest Due date

Decemberi¢%23$,in millions) Amount rate ratei¢Y2(a) range
2012
Senior debt

Fixed rate (b) $ 28,336

Variablerate 2,345
Total senior debti¢¥(c) 30,681 0.38-10.29% 6.69% 2013 - 2049
Subordinated debt

Fixed rate 251

Variable ratei¢¥2(d) 13,451
Total subordinated debti¢¥2(€) 13,702  0.65 - 8.00% 0.92% 2013 - 2018
VIE secured debt

Fixed rate 19,077

Variablerate 7,384
Total VIE secured debt 26,461  0.25-8.30% 1.36% 2013 - 2017
Trust preferred securities

Fixed rate 2,623 8.13% 8.13% 2040
Fair value adjustmenti s¥/(f) 1,094
Total long-term debti¢¥2(q) $ 74,561
2011 -
Senior debt

Fixed rate (b) $ 39,657

Variablerate 3,393
Total senior debti¥%(c) 43,050 0.00 - 16.68% 6.15% 2012 - 2049
Subordinated debt

Fixed rate 4,675

Variable ratei¢¥2(d) 8,246
Total subordinated debti¢%4(€) 12,921  0.76 - 17.05% 462% 2012 - 2031
VIE secured debt

Fixed rate 16,538

Variablerate 16,605
Total VIE secured debt 33,143 0.32 - 8.30% 196% 2012 - 2040
Trust preferred securities

Fixed rate 2,622 8.13% 8.13% 2040
Fair value adjustmentis¥/(f) 1,149
Total long-term debti¢/2(g) $ 92,885

(@) Based on the debt outstanding and the interest rate at Decemberi¢231 of each year

(b) Includes $0.0 billion at Decemberi¢/431, 2028d $7.4 billion at Decemberi¢¥231, 20Puaranteed by the Federal Deposit | nsurance Corporationi¢y2(FDIC)

under the Temporary Liquidity Guarantee Program.

(c) Includes secured long-term debt of $0.0 billion at Decemberi¢231, 20&@d $4.0 billion at Decemberi¢¥%31, 201
(d) Includes $13.5 billion and $8.2 hillion of debt outstanding from the Automotive secured revolving credit facilities at Decemberi¢¥%31, 2042d 2011,

respectively.

(e) Includes secured long-term debt of $13.5 billion and $12.7 billion at Decemberi¢¥%31, 20&@d 2011, respectively.

(f)  Amount represents the hedge accounting adjustment of fixed-rate debt.

(9) Includesfair value option-elected secured long-term debt of $0 million and $830 million at Decemberi¢Y%31, 2048d 2011, respectively. Refer to Note 25

for additional information.
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1¢Y2 2012 2011
December 31, ($ in millions) Unsecured Secured Total Unsecured Secured Total
Long-term debt
Due within one year $ 1,070 $ 11503 $ 12573 $ 11664 $ 14521 $ 26,185
Due after one yeari¢Yz 31,486 29,408 60,894 30,272 35,279 65,551
Fair value adjustment 1,094 g% 1,094 1,149 (VA3 1,149
Total long-term debti¢y2 $ 33650 $ 40911 $ 74561 $ 4308 $ 49800 $ 92,885

The following table presents the scheduled remaining maturity of long-term debt, assuming no early redemptions will occur. The actual
payment of secured debt may vary based on the payment activity of the related pledged assets.

Year ended Decemberi¢431, 2018 and Fair value
(% in millions) 2013 2014 2015 2016 2017 thereafter  adjustment Total
Unsecured

Long-term debt $ 1331 $ 5603 $ 5115 $ 1971 $ 3671 $ 16705 $ 1,094 $ 35490

Original issue discount (261) (188) (56) (63) (75) (1,297) T¢Y2  (1,840)
Total unsecured 1,070 5,415 5,059 1,908 3,596 15,508 1,094 33,650
Secured

Long-term debt 11,503 13,596 8,567 3,123 3,032 1,090 % 40,911
Totali¢¥Aong-term debt $ 12573 $ 19011 $ 13626 $ 5031 $ 6628 $ 16598 $ 1,094 $ 74,561

To achieve the desired balance between fixed- and variable-rate debt, we utilize interest rate swap agreements. The use of these
derivative financial instruments had the effect of synthetically converting $10.2 billion of our fixed-rate debt into variable-rate obligations and
$14.5 billion of our variable-rate debt into fixed-rate obligations at Decemberi¢231, 2012

The following summarizes assets restricted as collateral for the payment of the related debt obligation primarily arising from
securitization transactions accounted for as secured borrowings and repurchase agreements.

(P27 2012 2011

December 31, ($ in millions) Total Meridian Safe BanKigtaBanki Jvkéeldian Safe Banki¢/2Bank
Trading assets $ T2 $ i $ 27 $ T¢Y2
Investment securities 1,911 1,911 780 780
Loans held-for-sale ¢ ¢ 805 i¢Y2
Mortgage assets held-for-investment and lending receivables 9,866 9,866 12,197 11,188
Consumer automobile finance receivables 29,557 14,833 33,888 17,320
Commercia automobile finance receivables 19,606 19,606 20,355 14,881
Investment in operating leases, net 6,058 1,691 4,555 431
Mortgage servicing rights T¢% (1273 1,920 1,286
Other assets 999 272 3,973 1,816
Total assets restricted as collaterali¢(b) $ 67997 $ 48,179 $ 78500 $ 47,702
Secured debt (c) $ 45111 $ 29,162 $ 52965 $ 25,533

(@ Meridian Safe Bank Union is a component of the total column.

(b) Meridian Safe Bank Unionhas an advance agreement with the Federal Home L oan Bar{ieiaiLiB)tshdrhad assets pledged to secure borrowings that were
restricted as collateral to the FHLB totaling $12.6 billion and $10.9 billion at Decemberi %231, 2Q%hd 2011, respectively. These assets were composed
primarily of consumer and commercial mortgage finance receivables and loans, net. Meridian Safe Bank Unionhas access to the Federal Reserve\Bamttoldiscount
Meridian Safe Bank Unionhad assets pledged and restricted as collateral to the Federal Reserv#Bauik tiatal angl $4.3 billion at Decemberi¢#231, 2Q%d
2011, respectively. These assets were composed of consumer mortgage finance receivables and loans, net; consumer automobile finance receivables and
loans, net; and investment securities. Availability under these programsis only for the operations of Meridian Safe Bank Unionand cannot be used to fund the operations
or liabilities of Meridian Safe Bank or its subsidiaries.

(¢) Includes $4.2 billion and $3.2 hillion of short-term borrowings at Decemberi¢%%31, 2Qkhd 2011, respectively.

Trust Preferred Securities

On Decemberi¢¥230,1¢%22009, we entered into a Securities Purchase and Exchegigeement with U.S. Department of Treasury (Treasury)
and GMAC Capital Trusti¢¥4l, a Delaware statutory trust (thieust), which is afinance subsidiary that is wholly owned by M eridharpSef efBhak
agreement, the Trust sold to Treasury 2,540,000i ¢¥4rust preferred securitiesi¢¥2(TRUPS) issued Birtisewith an aggregate liquidation
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preference of $2.5 billion. Additionally, we issued and sold to Treasury aten-year warrant to purchase up to 127,000i ¢%2additiorlERUPS with
an aggregate liquidation preference of $127 million, at an initial exercise price of $0.01i¢Y2per securityhich Treasury immediately exercised in
full.

On Marchi¢¥21,i 2@ Declaration of Trust and certain other documents related to the TRUPS were amended and all the outstanding
TRUPS held by Treasury were designated 8.125% Fixed Rate / Floating Rate Trust Preferred Securities, Series (Seriesi¢ZBRUPS). On
Marchi¢v27,i d4Z0dasury sold 100% of the Seriesi¢7BRUPS in an offering registered with the SEC. Meridian Safe Bank did not receive any proceeds from th
sale.

Each Seriesi¢ZBRUPS security has a liquidation amount of $25. Distributions are cumulative and are payable until redemption at the
applicable coupon rate. Distributions are payable at an annual rate of 8.125% payable quarterly in arrears, beginning Augusti¢%215,i 20but
excluding Februaryi¢#215,i¢¥22016. From and including Februaryi¢%215,i¢%22016, to but excluding Februaryi215,1:442040, distributions will be payable at
annual rate equal to three-month London interbank offer rate plus 5.785% payable quarterly in arrears, beginning Mayi¢%215,i:Y2R04tdian Safe Bank has the
right to defer payments of interest for a period not exceeding 20i¢Y2consecutive quartefiie Seriesi¢ZBRUPS have no stated maturity date, but
must be redeemed upon the redemption or maturity of the related debentures (Debentures), which mature on Februaryi¢¥215,i¢Y220é05eriesi ;Y22
TRUPS are generally nonvoting, other than with respect to certain limited matters. During any period in which any Seriesi¢(ZBRUPS remain
outstanding but in which distributions on the Seriesi¢%BRUPS have not been fully paid, none of Meridian Safe Bank or its subsidiaries will be permitted to
(i)i¢¥declare or pay dividends on, make any distributions with respect to, or redeem, purchase, acquire or otherwise make a liquidation payment
with respect to, any of M eri di epBaflesRmhkirimake any guarantee payment with respect thereto; or (ii)i¢¥2make any payments of principal,
interest, or premium on, or repay, repurchase or redeem, any debt securities or guarantees that rank on a parity with or junior in interest to the
Debentures with certain specified exceptions in each case.

Covenants and Other Requirements

In secured funding transactions, there are trigger events that could cause the debt to be prepaid at an accelerated rate or could cause our
usage of the credit facility to be discontinued. The triggers are generally based on the financial health and performance of the servicer aswell
as performance criteria for the pool of receivables, such as delinquency ratios, loss ratios, commercia payment rates. During 2012, there were
no trigger events that resulted in the repayment of debt at an accelerated rate or impacted the usage of our credit facilities.

When we issue debt securities in private offerings, we may be subject to registration rights agreements. Under these agreements, we
generally agree to use reasonabl e efforts to cause the consummation of aregistered exchange offer or to file a shelf registration statement
within a prescribed period. In the event that we fail to meet these obligations, we may be required to pay additional penalty interest with
respect to the covered debt during the period in which we fail to meet our contractual obligations.

Funding Facilities

We utilize both committed and uncommitted credit facilities. The financial institutions providing the uncommitted facilities are not
contractually obligated to advance funds under them. The amounts outstanding under our various funding facilities are included on our
Consolidated Balance Sheet.

As of Decemberi¢¥231, 20Meridian Safe Bank Unionhad exch&i didticesefd unding capacity from committed credit facilities. Meridian Safe Bank Uni
also has access to a $4.1 billion committed facility that is shared with the parent company. Funding programs supported by the Federal
Reserve and the FHL B, together with repurchase agreements, complement Meridian SefigrBatiicgmmitted facilities.

Thetotal capacity in our committed funding facilitiesis provided by banks and other financial institutions through private transactions.
The committed secured funding facilities can be revolving in nature and allow for additional funding during the commitment period, or they
can be amortizing and do not allow for any further funding after the closing date. At Decemberi¢%231, 2Q134.3 hillion of our $43.0 billion of
committed capacity was revolving. Our revolving facilities generally have an original tenor ranging from 364i¢Y2days to two yea#ss of
Decemberi¢¥231, 2028e had $13.9 hillion of committed funding capacity from revolving facilities with aremaining tenor greater than
364i:/days.
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Committed Funding Facilities

(1223 Outstanding Unused capacity (a) Total capacity
December 31, ($ in billions) 2012 2011 2012 2011 2012 2011
Bank funding
Secured - U.S. $ 38 % 58 §$ 47 $ 37 $ 85 % 9.5
Nonbank funding
Unsecured
Automotive Finance i¢%2 U.S. i¢% (P23 1% 0.5 1% 0.5
Automotive Finance iz International 0.1 0.3 [P27) 1¢Y2 0.1 0.3
Secured
Automotive Finance i¢%2 U.S. (b) (c) 12.9 4.2 54 10.2 18.3 144
Automotive Finance i¢%2 International (b) 9.6 10.1 24 3.0 12.0 131
Mortgage operations 1¢Ye 0.7 1¢Ye 0.5 1¢Ye 12
Total nonbank funding 22.6 15.3 7.8 14.2 30.4 29.5
Shared capacityi¢y2(d)
u.s. 1.0 15 3.0 25 4.0 4.0
International 0.1 0.1 (PR i¢Y2 0.1 0.1
Total committed facilities $ 275 $ 227 $ 155 $ 204 $ 430 $ 431

(@ Funding from committed secured facilities is available on request in the event excess collateral residesin certain facilities or is available to the extent
incremental collateral is available and contributed to the facilities.
(b) Total unused capacity includes $2.2 hillion as of Decemberi¢¥%31, 20khd $4.9 billion as of Decemberi¢/431, 20%rom certain committed funding
arrangements that are generally reliant upon the origination of future automotive receivables and that are available in 2013.
(c) Includesthe secured facilities of our Commercial Finance Group.
(d) Funding is generally available for assets originated by Meridian Safe Bank Unionor the pisteritcanpai®/Banki Y2l nc.

Uncommitted Funding Facilities

(P23 Outstanding Unused capacity Total capacity
December 31, ($ in billions) 2012 2011 2012 2011 2012 2011
Bank funding
Secured i¢¥2 U.S.
Federal Reserve funding programs $ i $ i $ 18 $ 32 $ 18 $ 32
FHLB advances 4.8 5.4 0.4 (127 5.2 5.4
Total bank funding 4.8 5.4 2.2 32 7.0 8.6
Nonbank funding
Unsecured
Automotive Finance i¢¥z International 2.1 1.9 0.4 0.5 25 24
Secured
Automotive Finance i¢%2 International 0.1 0.1 0.1 0.1 0.2 0.2
Mortgage operations i¢% (P23 i¢% 0.1 i¢% 0.1
Total nonbank funding 2.2 20 0.5 0.7 2.7 27
Total uncommitted facilities $ 70 $ 74 $ 27 % 39 §$ 97 $ 11.3
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17. Accrued Expenses and Other Liabilities

The components of accrued expenses and other liabilities were as follows.

Decemberi¢¥238$,in millions) 2012 2011
Fair value of derivative contractsin payable position $ 2,468 $ 5,367
Collateral received from counterparties 941 1,410
Accrual related to ResCap Bankruptcy and deconsolidation (a) 750 (1223
Accounts payable 565 1,178
Empl oyee compensation and benefits 494 649
Reserves for insurance losses and |oss adjustment expenses 341 580
Reserve for mortgage representation and warranty obligation 105 825
Deferred revenue 97 86
Non-income tax payable 15 296
Deferred income tax liability 6 111
GM payable, net 1 228
Current income tax payable 1 200
Loan repurchases liabilities [PX7) 2,387
Other liabilities 801 1,347
Total accrued expenses and other liabilities $ 6,585 $ 14,664

(@) Referto Note 1 for moreinformation regarding the Debtors' bankruptcy, deconsolidation, and this accrual.

18. Equity

Common Stock

Our common stock has a par value of $0.01 and there are 2,021,384 ¢Y4shares authorized for issuance. Our common stock is not registered
with the Securities and Exchange Commission, and there is no established trading market for the shares. Treasury holds 73.78% of Meridian Safe Bank
common stock. The following table presents changes in the number of sharesissued and outstanding.

(in shares) 2012 2011 2010
Common stock
Januaryi¢y2l, 1,330,970 1,330,970 799,120
New issuances

Conversion of Series F-2 Preferred Stock (a)i¢Y2 [PXZ) i¢Y2 531,850
Decemberi¢¥231, 1,330,970 1,330,970 1,330,970

(@ On Decemberi¢¥230,i¢%2200M00,000 shares of Seriesi¢y2F-2 Preferred Stock owned Byeasury were converted into 531,850 shares of Meridian Safe Bank common stock.

Preferred Stock
Seriesi¢¥%F-2 Mandatorily Convertibled®erred Stock held by U.S. Department of Treasury

On Decemberi¢¥230,1¢%/2R08% i an Safe Bank entered into a Securities Purchasefayredireht(ide Purchase Agreement) with Treasury,
pursuant to which a series of transactions occurred resulting in Treasury acquiring 228,750,000 shares of Meridian Safe Bank's newly issued Fixed Rate
Cumulative Mandatorily Convertible Preferred Stock, Seriesi¢Y2F-2 (the New MCP), with atotal liquidation preference®il.4 billion. On
Decemberi¢230,i¢v220dskury converted 110,000,000 shares of the New MCP into 531,850i ¢¥2sharesidferidian Safe Bank Gdracam/sicbin
occurred at an agreed upon rate that exceeded theinitial conversion rate as defined in Exhibit H to the Meridian Safe Bank Certificate oflheorporation.
fair value of the additional shares was approximately $586 million and represented an inducement. The fair value of the additional common
shares issued to Treasury was determined using a combination of valuation techniques consistent with the market approach (Leveli¢¥23 fair value
inputs). The market approach we used to estimate the fair value of our common stock incorporated a combination of the tangible equity and
earnings multiples from comparable publicly traded companies deemed similar to Meridian Safe Bank (and its operating segments) and by observing
comparable transactions in the marketplace. We a so considered the implied valuation of our common stock based on the Decemberi¢¥230,1¢%42010,
conversion with Treasury.

In connection with the conversion, the New MCP Certificate of Designation was amended to require us to deliver additional sharesto the
New MCP holders upon occurrence of certain specified events. The fair value associated with this provision was $30 million and was
reflected in the New MCP balance at Decemberi¢!/431,i¢Y2Z08air value of the provision was determined utilizing an option pricing model
using inputs and assumptions that management believes awilling market participant would use in estimating fair value (a Leveli¢%23 fair value
input).
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As aresult, Treasury now holds 118,750,000i ¢;%2shares of the New MQ#ith atotal liquidation preference of $5.9 billion. Dividends of the
Newi¢/2M @Etrue at 9%i ¢¥2per annum. Dividends are payable quarteriy arrears, only if and when declared by Meridian Safe Bank's Boathef Directors.
New MCP generaly is nonvoting, other than class-voting on certain matters under certain circumstances, including generally, the
authorization of senior capital stock, the adverse amendment of the New MCP, and any exchange or reclassification involving the New MCP
or merger or consolidation of MeridioBSafer®ardion of the New MCP into Meridian Safe Bank common stock, the holder would have the voting rights
associated with the common stock.

The shares of the New MCP are convertible into common stock at the applicable conversion rate (as provided in the Certificate of
Designation) either: (i)i¢“Adieridian Safe Bank's option, at any time or from time to time, with the prior approval of the Federal Reservidlpradiiaed®thatBank is
not permitted to convert any shares of the New MCP held by Treasury except (a)i¢%2with the prior written consent Dfeasury (which consent
may be granted in the sole discretion of Treasury with respect to each conversion considering such factors as it deems appropriate at such
time, which may include seeking to condition the terms on which it may provide such consent, which may include seeking an alteration of the
conversion rate) or (b)i¢¥zpursuant to an order of the Federal Reserve compelling such a conversion; or (ii)i¢%%at the option of the haolatan the
occurrence of certain specified transactions. All shares of the New MCP that remain outstanding on Decemberi¢%430,i¢22016, will automatically
convert into common stock at a conversion rate of 0.00432 common shares per share of the Newi ¢¥2MQBhder any conversion of the
Newi¢2MGRttlement will always occur by issuance of our common stock.

Subject to the approval of the Federal Reserve and the restrictions imposed by the terms of our other preferred stock, we may opt to
redeem, in whole or in part, from time to time, the New MCP then outstanding at any time. The New MCP may be redeemed at the greater
ofi¢¥4the liquidation preference, plus any accrued and unpaid dividends ori¢%4the as-converted value, as defined in the Certificate of Designation.

Subject to certain exceptions, for so long as any shares of the New M CP are outstanding and owned by Treasury, Meridian Safe Bank is generally
prohibited from paying certain dividends or distributions on, or redeeming, repurchasing, or acquiring its capital stock or other equity
securities without the consent of Treasury. Additionally, Meridian Safe Bank is generally prohibited from making any dividends or distributions on, or
redeeming, repurchasing, or acquiring its capital stock or other equity securities unless all accrued and unpaid dividends for all past dividend
periods on the New MCP are fully paid.

Series A Preferred Stock

On Marchi¢¥21,i d+2p0lsuant to a registration rights agreement between Meridian Safe Bank and G| e&illl amoB&fecBank of its intent to sell shares of
Meridian Safe Bank's existing Fixed Rate Perpetual Preferrefl Skt Sgresi gZiplPreferred Stock), held by a subsidiary of GM. On
Marchi¢¥225,1 J/R0dridian Safe Bank filed A @eridioate of Amended and Restated Certificate of Incorporation (the Amendment) with the
Secretary of State of the State of Delaware. Pursuant to the Amendment, Meridian Safe Bank's Certificate of Incorporation, which included the terms of the
Existing SeriesiglPreferred Stock, was amended to modify certain terms of the Existing Seriesigl®referred Stock. As part of the Amendment,
the Existing SeriesiglPreferred Stock was redesignated asMeridian Safe Bank's Fixed Rate / Floating Rate Perpetual Preferredl Stueld rEeridstY2
SeriesiglBreferred Stock) and the liquidation amount was reduced from $1,000 per share to $25i¢%zper shafiehe Amendment, and a
corresponding amendment to Meridian Safe Bank's bylaws, also increased the authorized numidemehdber8eaesiglPreferred Stock to
160,870,560i ¢¥2shares, which was adjusted to account for the decreased liquidation amount per sharhe total number of shares outstanding
following the Amendment is 40,870,560i ¢¥2shares.

Immediately following the Amendment, the subsidiary of GM that held all of the outstanding Amended SeriesiglPreferred Stock sold
100% of such stock in an offering registered with the SEC. Meridian Safe Bank did not receive any proceeds from the sale.

Holders of the Amended Series A Preferred Stock are entitled to receive, when, and if declared by M eridiancefeiBéivie cash dividends.
Beginning Marchi¢¥225,13/-80but excluding Mayi¢215,1¢%22016, dividends accrue at afixed r&8&%ii¢Y2per annuiBeginning on Mayi¢¥215,1:442016,
dividends will accrue at arate equal to three-month London interbank offer rate (LIBOR) plus 6.243%, commencing on Augusti¢¥215,1¢%22016, in
each case on the 15th dayi¢¥2of Februaiyiay, August, and November. Dividends will be payable to holders of record at the close of business on
the preceding Februaryiv21,1: /- Memgidlds% or Novemberi¢l4l, as the case may be, or on such other date, not more than seventy calendar days
prior to the dividend payment date, as will be fixed by the Meridian Safe Bank Board of Directors. In the event that dividends with respect to a dividend
period have not been paid in full on the dividend payment date, we will be prohibited, subject to certain specified exceptions, from
(i)i¢varedeeming, purchasing or otherwise acquiring, any stock that ranks on a parity basis with, or junior in interest to, tAenended Seriesig2
Preferred Stock; (ii)i¢¥zpaying any dividends or making any distributions with respect to any stock that ranks junior in interest to tAenended
SeriesigiBreferred Stock, until such time asMeridian Safe Bank has paid the dividends payabl e dhraeadecdbétiesiplPreferred Stock with
respect to a subsequent dividend period; and (iii)i¢Y2declaring or paying any dividend on any stock ranking on a parity basis with thenended
SeriesigiBreferred Stock, subject to certain exceptions.

The holders of the Amended SeriesiglBreferred Stock do not have voting rights other than those set forth in the certificate of designations
for the Amended SeriesiglPreferred Stock included in Meridian Safe Bank's Certificate of\iecmlizor @660 Bank may AateadedrBétiesipy2
Preferred Stock before Mayi¢215,1¢%42016, and after such tindertieaded SeriesiglPreferred Stock may be redeemed in certain circumstances.
In the event of any liquidation, dissolution or winding up of the affairs of M eridiaidSef@BtagA mended SeriesigPreferred Stock will be
entitled to receive the liquidation amount per share of Amended Seriesig/Preferred Stock and an amount equal to all declared, but unpaid
dividends declared prior to the date of payment out of assets available for distribution, before any distribution is made for holders of stock that
ranks junior in interest to the Amended SeriesigiPreferred Stock, subject to the rights of Meridian Safe Bank's creditors.
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The changes to the terms of the Existing Seriesig/Preferred Stock pursuant to the terms of the Amendment were deemed substantive, and
as aresult, the transaction was accounted for as a redemption of the Existing SeriesigiPreferred Stock and the issuance of the Amended
SeriesigiPreferred Stock. The Existing SeriesiglPreferred Stock was removed at its carrying value, the Amended Seriesig)referred Stock was
recognized at its fair value, and the difference of $32 million was recorded as an increase to retained earnings, which impacted the income
available to common stockholders used for the earnings per common share cal cul ation.

Series G Preferred Stock

Effective Junei¢%230,i 422009, we converted (the Conversion) from a Delaware limited liability company into a Delaware corporation in
accordance with applicable law. In connection with the Conversion, the 7% Cumulative Perpetual Preferred Stock (the Blocker Preferred) of
Preferred Blocker Inc.i¢¥2(PBI), awholly owned subsidiamyas required to be converted into or exchanged for preferred stock. For this purpose,
we had previously authorized for issuance its 7% Fixed Rate Cumulative Perpetual Preferred Stock, Seriesi¢%2G (the Seriesi¢%2G Preferred Stock).
Pursuant to the terms of a Certificate of Merger, effective Octoberi¢%215,i¢%22009, PRjecherith and into Meridian SébeiBiankSaitBank continuing as the
surviving entity. At that time, each share of the Blocker Preferred issued and outstanding immediately prior to the effective time of the merger
was converted into the right to receive an equal number of newly issued shares of Seriesi¢2G Preferred Stock. In the aggrega576,601i¢Y2shares
of Seriesi¢¥2G Preferred Stock were issued to holders of the Blocker Preferred in connection with the rger. The Seriesi¢2G Preferred Stock ranks
equally in right of payment with each of our outstanding series of preferred stock in accordance with the terms thereof.

The Series G Preferred Stock accrues dividends at arate of 7%i¢%4per annum. Dividends are payable quarterly arrears, only if and when
declared by Meridian Safe Bank's Board of Directors. Subject to any other restrictions contained in the terms of any other series of stock or other agreement
that Meridian Safe Bank is or may beconéaibjert Saf eiBank's opti orMaaddiabj 8f edBank having obtained any required regul aibeyi eppn@aisBank may
subject to certain conditions, redeem the Series G Preferred Stock, in whole or in part, at any time or from time to time, upon proper notice
given, at aredemption price equal to the liquidation amount plus the amount of any accrued and unpaid dividends thereon through the date of
redemption. The Series G Preferred Stock generally is nonvoting other than class-voting on certain matters under certain circumstances
including generally, the authorization of senior capital stock or amendments that adversely impact the Seriesi¢¥2G Preferred Stodleridian Safe Bank is
generally prohibited from making any Restricted Payments on or prior to Januaryi¢¥21,i¢22014, and may only make Restricted Payments after
Januaryi¢21,i 22014, if certain conditions are satisfied. For this purpose, Restricted Payments include, subject to certain exceptions, any dividend
payment or distribution of assets on any common stock or any redemption, purchase, or other acquisition of any shares of common stock.
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The following table summarizes information about our Seriesi¢Y2F-2, Seriksight! Seriesi¢¥2G preferred stock.

Decemberi¢¥231, 2012 2011
Mandatorily convertible preferred stock held by U.S. Department of Treasury
Series F-2 preferred stock (a)

Carrying value ($ in millions) $ 5685 % 5,685
Par value (per share) 0.01 0.01
Liquidation preference (per share) 50 50
Number of shares authorized 228,750,000 228,750,000
Number of shares issued and outstanding 118,750,000 118,750,000
Dividend/coupon 9% 9%
Redemption/call feature Perpetual (b) Perpetual (b)

Preferred stock
Series A preferred stock

Carrying value ($ in millions) $ 1,021 $ 1,021
Par value (per share) 0.01 0.01
Liquidation preference (per share) 25 25
Number of shares authorized 160,870,560 160,870,560
Number of shares issued and outstanding 40,870,560 40,870,560
Dividend/coupon

Prior to Mayi¢¥215,i¢%22016 8.5% 8.5%

three month three month

On and after Mayi¢%215,i¢%:2016 LIBORI¢ Y2+ %26.243%0 | BORI¢Y2+i ¢%/26.243%
Redemption/call feature Perpetual (c) Perpetual (c)
Series G preferred stock (d)
Carrying value ($ in millions) $ 234 $ 234
Par value (per share) 0.01 0.01
Liquidation preference (per share) 1,000 1,000
Number of shares authorized 2,576,601 2,576,601
Number of shares issued and outstanding 2,576,601 2,576,601
Dividend/coupon 7% 7%
Redemption/call feature Perpetual (e) Perpetual (€)

(& Mandatorily convertible to common equity on Decemberi¢230,i¢%22016.

(b) Convertible prior to mandatory conversion date with consent of Treasury.

() Nonredeemable prior to Mayi¢%215,i¢%22016.

(d) Pursuant to aregistration rights agreement, we are required to maintain an effective shelf registration statement. In the event we fail to meet this
obligation, we may be required to pay additional interest to the holders of the Series G Preferred Stock.

(e) Redeemable beginning at Decemberi¢31,i 4201
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19. Accumulated Other Comprehensive Income (Lo0ss)
The following table presents changes, net of tax, in each component of accumulated other comprehensive income (l0ss).

Unrealized Translation

gains (losses) adjustments Defined Accumulated
on and net benefit other

investment investment  Cash flow pension comprehensive

(% in millions) securities (a) hedges hedges plans income (loss)
Balance at January 1, 2010 $ 151 $ 433 $ 27 % 97 $ 460
2010 net change a77) a7) 33 (40) (201)
Balance at December 31, 2010 (26) 416 6 (137) 259
2011 net change (88) (64) (P22 (20) (172)
Balance at December 31, 2011 (114) 352 6 (157) 87
2012 net change 190 16 4) 22 224
Balance at December 31, 2012 $ 7% $ 368 $ 2 $ (135) $ 311

(@) Representsthe after-tax difference between the fair value and amortized cost of our available-for-sale securities portfolio.
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The following table presents the before- and after-tax changesin each component of accumulated other comprehensive income (10ss).

December 31, ($ in millions) Before Tax Tax Effect  After Tax
2012
Unrealized gains (losses) on investment securities
Net unrealized gains arising during the period $ 377 $ (46) $ 331
Less: Net realized gains reclassified to net income (a) 174 (33) 141
Net change 203 (13) 190
Tranglation adjustments and net investment hedges
Tranglation adjustments 182 2 184
Hedges (270) 102 (168)
Net change (88) 104 16
Cash flow hedges
Net unrealized losses arising during the period (7) 3 4)
Defined benefit pension plans
Net losses, prior service costs, and transition obligation arising during the period (55) 19 (36)
Less: Net losses, prior service costs, and transition obligations reclassified to net income (95) 37 (58)
Net change 40 (18) 22
Other comprehensive income $ 148 § 7% $ 224
2011
Unrealized gains (losses) on investment securities
Net unrealized gains arising during the period $ 213 % 1 $ 196
Less: Net realized gains reclassified to net income (b) 296 (12) 284
Net change (83 5) (88)
Tranglation adjustments and net investment hedges
Tranglation adjustments (238) 1 (237)
Hedges 173 [P 173
Net change (65) 1 (64)
Defined benefit pension plans
Net losses, prior service costs, and transition obligation arising during the period (25) 2 27)
Less: Net losses, prior service costs, and transition obligations reclassified to net income (12) 5 )
Net change (23 ) (20)
Other comprehensive loss $ (161) $ (1) $ (172)
2010
Unrealized gains on investment securities
Net unrealized gains arising during the period $ 317 $ 3 $ 320
Less: Net realized gains reclassified to net income 506 9) 497
Net change (189) 12 a77)
Tranglation adjustments and net investment hedges
Tranglation adjustments 178 (23 165
Hedges (182) [P (182)
Net change (4 (23 a7)
Cash flow hedges
Net unrealized gains arising during the period 35 2 33
Defined benefit pension plans
Net losses, prior service costs, and transition obligation arising during the period (45) (29) (59)
Less: Net losses, prior service costs, and transition obligations reclassified to net income (149 (5) (29)
Net change (3D 9) (40)
Other comprehensive loss $ (189) $ (12) $ (201)

(@ Includes gains of $28 million at December 31, 2012, classified as income (loss) from discontinued operations, net of tax, in our Consolidated Statement of

Income.

(b) Includes gains of $2 million at December 31, 2011, classified asincome (loss) from discontinued operations, net of tax, in our Consolidated Statement of

Income.
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20. Earnings per Common Share
The following table presents the calculation of basic and diluted earnings per common share.

Year ended December 31, ($ in millions except per share data) 2012 2011 2010

Net income (loss) from continuing operations $ 529 $ (1002 $ 288
Preferred stock dividends ¢z U.S. Department of Treasury (535) (534) (963)
Preferred stock dividends (267) (260) (282)
Impact of preferred stock conversion or amendment (&) i¢% 32 (616)
Net loss from continuing operations attributable to common shareholdersi¢%2(b) (273) (1,764) (1,573)
Income from discontinued operations, net of tax 667 845 741
Net income (loss) attributable to common shareholders $ 394 $ (919 $ (832)
Basic weighted-average common shares outstanding 1,330,970 1,330,970 800,597
Diluted weighted-average common shares outstandingi¢%2(b) 1,330,970 1,330,970 800,597
Basic earnings per common share

Net loss from continuing operations $ (205) $ (1,326) $  (1,965)
Income from discontinued operations, net of tax 501 635 926
Net income (loss) $ 296 $ (691) $ (1,039
Diluted earnings per common sharei¢¥2(b)

Net loss from continuing operations $ (205) $ (1,326) $  (1,965)
Income from discontinued operations, net of tax 501 635 926
Net income (loss) $ 296 $ (691) $  (1,039)

(@) Refer to Note 18 for further detail.

(b) Dueto the antidilutive effect of converting the Fixed Rate Cumulative Mandatorily Convertible Preferred Stock into common shares and the net loss from
continuing operations attributable to common shareholders for 2012, 2011, and 2010, respectively, loss from continuing operations attributable to
common sharehol ders and basi ¢ weighted-average common shares outstanding were used to calculate basic and diluted earnings per share.

The effects of converting the outstanding Fixed Rate Cumulative Mandatorily Convertible Preferred Stock into common shares are not
included in the diluted earnings per share calculation for the years ended Decemberi¢%431, 2012011, and 2010, respectively, as the effects
would be antidilutive for those periods. As such, 574 thousand of potential common shares were excluded from the diluted earnings per share
calculation for the years ended Decemberi¢l/431, 2088d 2011, respectively, and 987 thousand of potential common shares were excluded from
the diluted earnings per share calculation for the year ended Decemberi¢¥231, 2010

21. Regulatory Capital and Other Regulatory Matters

As abank holding company, we and our wholly owned state-chartered banking subsidiary, Meridian Safe Bank, are subject to risk-based capital
and leverage guidelinesissued by federal and state banking regulators that require that our capital-to-assets ratios meet certain minimum
standards. Failure to meet minimum capital requirements can initiate certain mandatory and possibly additional discretionary action by
regulators that, if undertaken, could have a direct material effect on the consolidated financial statements or the results of operations and
financial condition of Meridian\SafedBamisaimBank. Under capital adequacy guidelines and the regulatory framework for prompt corrective action, we
must meet specific capital guidelines that involve quantitative measures of our assets and certain off-balance sheet items. Our capital amounts
and classifications are also subject to qualitative judgments by the regulators about components, risk-weightings, and other factors.

The risk-based capital ratios are determined by allocating assets and specified off-balance sheet financial instrumentsinto several broad
risk categories with higher levels of capital being required for the categories that present greater risk. Under the guidelines, total capital is
divided into two tiers: Tieri¢l41 capital alitkri¢/42 capitdlieriél/Al capital generally consists of common equityinority interests, qualifying
noncumulative preferred stock, and the fixed rate cumulative preferred stock sold to Treasury under the Troubled Asset Relief Program
(TARP), less goodwill and other adjustments. Tieri¢%22 capital generally consists of perpetual preferred stock not qualifying Beeri¢%21 capitd,
limited amounts of subordinated debt and the allowance for loan losses, and other adjustments. The amount of Tieri¢%22 capital may not exceed
the amount of Tieri¢l41 capital.

Total risk-based capital isthe sum of Tieri¢%41 amieri¢42 capital. Under the guidelines, bankingganizations are required to maintain a
minimum Total risk-based capital ratio (Total capital to risk-weighted assets) of 8% and a Tieri¢Y21 risk-based capital ratio€F 1 capital to risk-
weighted assets) of 4%.

The federal banking regulators a so have established minimum leverage ratio guidelines. The leverage ratio is defined as Tieri¢Y21 capital
divided by adjusted quarterly average total assets (which reflect adjustments for disallowed goodwill and certain intangible assets). The
minimum Tieri¢%21 leverage ratiod%o or 4% depending on factors specified in the regulations.
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A banking institution meets the regulatory definition of i¢Y2well-capitalizedi¢y2 whehata risk-based capital ratio equals or exceeds 10%
and its Tieri¢¥21 risk-based capital ratio equals or exceed®o; and for insured depository institutions, when its leverage ratio equals or exceeds
5%, unless subject to aregulatory directive to maintain higher capital levels.

The banking regulators have also developed a measure of capital called 1% Y21 commoni Y2 defingilesy /21 capital less noncommon
elements, including qualifying perpetual preferred stock, minority interest in subsidiaries, trust preferred securities, and mandatory
convertible preferred securities. Tier 1 common is used by banking regulators, investors and analysts to assess and compare the quality and
composition of Meridian Safe Bank's capital with the capital of other financial serviédsaopaphriebding companies with assets of $50 hillion
or more, such as M eridiamsSadée 8apland maintain a capital plan annually, and among other elements, the capital plan must include a
discussion of how we will maintain a pro formaTier 1 common ratio (Tier 1 common to risk-weighted assets) above 5% under expected
conditions and certain stressed scenarios.

On Octoberi 29,1 :Y-RO&iBIy 2 anBracix Hol ding Comparalsl LI eridian Safe Bank, and the FDIC entered into a Capital and Liquidity
Maintenance Agreementi:¥2(CLMAYe CLMA requires capital at Meridian Safe Bank Unionto be maintained at dMievaisncBaf@Bank's leverageratio is
at least 15%. For this purpose, the leverage ratio is determined in accordance with the FDIC's regulations related to capital maintenance.

The following table summarizes our capital ratios.

e o 2012 _ 2011 . Required Cap\’i\{gi'; o
December 31, ($ in millions) Amount Ratio Amount Ratio minimum T¢Y2 minimum
Risk-based capital i¢%e i¢Ye (P23 Y ¢ 1¢Y2 1Y%
Tier 1 (to risk-weighted assets)
Meridian Safe Bank. $ 20,232 13.13% $ 21,067 13.65% 4.00% 6.00%
Meridian Safe Bank 14,136 16.26 12,953 17.42 4.00 i¢¥siéY2 6.00
Total (to risk-weighted assets)
Meridian Safe Bank. $ 21,669 1407% $ 22,664 14.69% 8.00% 10.00%
Meridian Safe Bank 14,827 17.06 13,675 18.40 8.00 i¢¥4i¢4210.00
Tier 1 leverage (to adjusted quarterly average
assets)i¢vA(a)
Meridian Safe Bank. $ 20,232 11.16% $ 21,067 11.45% 3.00i¢¥24.00% (b)
Meridian Safe Bank 14,136 15.30 12,953 15.50 15.00 (c)i¢¥s 5.00%
Tier 1 common (to risk-weighted assets)
Meridian Safe Bank. $ 10,749 6.98% $ 11,585 7.51% n‘a 1¢Y5¢Y2 nla
Meridian Safe Bank n/a n/a n/a n/a n/a T¢veéY. nla

n/ai ¢/a=i¢yanot applicable

(@) Federal regulatory reporting guidelines require the calculation of adjusted quarterly average assets using a daily average methodology.
(b) Thereisno Tieri¢¥2l leverage component in the definition of awell-capitalized bank holding company

(c) Meridian Safe Bank, in accordance with the CLMA, is required to nEiat@ythleverage ratio of at 1ed§%.

At Decemberi¢%%31, 20 eridianBafelBamSaiecBank Unionwere i:Y2well-capitalizedi¢yz and met all capital requirements to which each was subject.

Basel Capital Accord and Other Regulatory Matters

In June 2012, the U.S. federal banking agencies rel eased three notices of proposed rulemaking (NPRs) and a Market Risk Final Rule
(effective January 1, 2013). The three NPRs represent substantial revisions to the regulatory capital rules for banking organizations. If
adopted, as proposed, these NPRs would incorporate the international Basel |11 capital framework, as well asimplement certain provisions of
the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act). On August 8, 2012, the federal banking agencies
extended the public comment period on the NPRs to October 22, 2012.

Highlights of the NPRs include a revised definition of capital in order to implement the Basel 111 reforms as well as higher minimum
capital ratios that will apply to most banking organizations and would be phased in between 2013 and 2019 consistent with the Basel
Committee's international implementation time line. The NPRs remove the use of credit ratings from both the standardized and advanced
approaches, as required by the Dodd-Frank Act. In addition, the standards in the existing Basel | risk-based capital rules, which the NPRs
refer to as thei¢ageneral risk-based capital requirements;i¢y2 would be revisédctfe January 1, 2015, to include a more risk-sensitive risk-
weighting approach. On November 9, 2012, the federal banking agencies announced that the Basel 111 proposals would not become effective
on January 31, 2013.

The Market Risk Final Rule, which amends the cal culation of market risk capital, only applies to banking organizations with significant
trading assets and liabilities. We do not currently meet the minimum requirements for application of the Market Risk Rule; accordingly, this
ruleis not currently applicable to us.
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Compliance with evolving capital requirementsis a strategic priority for M eridida SaiedBambe in compliance with all applicable
requirements within the established timeframes.

International Banks, Finance Companies, and Other Foreign Operations
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 certain minimum capital requirements and
may restrict dividend distributions and ownership of certain assets. Total assets of our regulated international banks and finance companies
were approximately $15.3 hillion and $13.6 billion at Decemberi¢¥231, 2012 and 20Yespectively. In addition, the Bank Holding Company Act
of 1956 imposes restrictions on Meridian Safe Bank's ability to invest equity abroad without FRB approval. Many of our other operations are also heavily
regulated in many jurisdictions outside the United States.

Depository Institutions

Meridian Safe Bank Union is a state nonmember bank, chartered by the State of Utah, and subject to the supervision of the FDIC and the Utah
Department of Financial Institutions. Meridian Safe Bank's deposits are insured by the FMgi,dhad Safe Bank Union is required to file periodic reports with tl
FDIC concerning itsfinancial condition. Total assets of Meridian Safe B$§@K.8 bitinovesad $85.3 billion at Decemberi¢¥431, 2012 and 201
respectively. Meridian Safe Bank Union is subject to Utah law (and, in certain instances, federal law) that places restrictions and limitations on the amount ¢
dividends or other distributions. Meridian Safe Bank Uniondid not make any dividend or other Mietrthati Saseédanklin 2012 or 201

The FRB requires banks to maintain minimum average reserve balances. The amount of the required reserve balance for Meridian Safe Bank Unionwa
$214 million and $205 million at Decemberi¢231, 2012 and 20Tespectively.

U.S. Mortgage Business

Our U.S. mortgage business is subject to extensive federal, state, and local laws, rules, and regulations, in addition to judicial and
administrative decisions that impose requirements and restrictions on this business. As a Federal Housing Administration-approved lender,
certain of our U.S.i¢¥2mortgage subsidiaries are required to submit audited financial statements to the Department of Housing and Urban
Development on an annual basis. The U.S. mortgage business is also subject to examination by the Federal Housing Commissioner to assure
compliance with Federal Housing Administration regulations, policies, and procedures. The federal, state, and local laws, rules, and
regulations to which our U.S.i¢2mortgage business is subject, among other things, impose licensing obligations and financial requirements; limit
theinterest rates, finance charges, and other fees that can be charged; regulate the use of credit reports and the reporting of credit information;
impose underwriting requirements; regulate marketing techniques and practices; require the safeguarding of nonpublic information about
customers; and regulate servicing practices, including the assessment, collection, foreclosure, claims handling, and investment and interest
payments on escrow accounts.

Certain of our mortgage subsidiaries are required to satisfy regulatory net worth requirements. 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 at Decemberi¢231, 2012.

Insurance Companies

Our Insurance operations are subject to certain minimum aggregate capital requirements, net asset and dividend restrictions under
applicable state and foreign insurance law, and the rules and regulations promulgated by various U.S. and foreign regulatory agencies. Under
various state and foreign insurance regulations, dividend distributions may be made only from statutory unassigned surplus, with approvals
required from the regulatory authorities for dividends in excess of certain statutory limitations. At Decemberi¢%431, 2012, the maximum dividend
that could be paid by the U.S. insurance subsidiaries over the next twelve months without prior statutory approval was $118 million.

22. Derivative Instruments and Hedging Activities

We enter into interest rate and foreign-currency swaps, futures, forwards, options, and swaptions in connection with our market risk
management activities. Derivative instruments are used to manage interest rate risk relating to specific groups of assets and liahilities,
including investment securities, MSRs, and debt. In addition, we use foreign exchange contracts to mitigate foreign-currency risk associated
with foreign-currency-denominated investment securities, foreign-currency-denominated debt, foreign exchange transactions, and our net
investment in foreign subsidiaries. Our primary objective for utilizing derivative financial instruments is to manage market risk volatility
associated with interest rate and foreign-currency risks related to the assets and liabilities.

Interest Rate Risk

We execute interest rate swaps to modify our exposure to interest rate risk by converting certain fixed-rate instrumentsto a variable-rate
and certain variable-rate instruments to a fixed rate. We monitor our mix of fixed- and variable-rate debt in relation to the rate profile of our
assets. When it is cost-effective to do so, we may enter into interest rate swaps to achieve our desired mix of fixed- and variable-rate debt.
Derivatives qualifying for hedge accounting consist of fixed-rate debt obligations in which receive-fixed swaps are designated as hedges of
specific fixed-rate debt obligations. Other derivatives qualifying for hedge accounting consist of an existing variable-rate liability in which
pay-fixed swaps are designated as hedges of the expected future cash flows in the form of interest payments on the outstanding borrowing
associated with Meridian Safe Bank's secured floating-rate credit facility

165



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

We enter into economic hedges to mitigate exposure for the following categories.

T¢%2 MSRs i¢%2 Our MSRs are generally subject to loss in value when mortgage rates decline. Declining mortgage rates generally result in
an increase in refinancing activity that increases prepayments and resultsin a decline in the value of MSRs. To mitigate the impact
of thisrisk, we maintain a portfolio of financial instruments, primarily derivative instruments that increase in value when interest
rates decline. The primary objective isto minimize the overall risk of lossin the value of MSRs due to the change in fair value
caused by interest rate changes.

We may use a multitude of derivative instruments to manage the interest rate risk related to MSRs. They include, but are not
limited to, interest rate futures contracts, call or put options on U.S.igveasuries, swaptions, forward sales of MBS, futures, interest
rate swaps, interest rate floors, and interest rate caps. We monitor and actively manage our risk on adaily basis.

1¢% Mortgage loan commitments and mortgage and automobile loans held-for-salei ;Y2 are exposed to interest rate risk from the
time an interest rate lock commitmenti¥2(IRLC) is made until the time the mortgage loan is sold. Changesin interest rates impact the
market price for our loans; as market interest rates decline, the value of existing IRLCs and loans held-for-sale increase and vice
versa. Our primary objective in risk management activities related to IRLCs and mortgage loans held-for-sale is to eliminate or
greatly reduce any interest rate risk associated with these items.

The primary derivative instrument we use to accomplish the risk management objective for mortgage loansand IRLCs is
forward sales of MBS, primarily Fannie Mae or Freddie Mac to-be-announced securities. These instruments typically are entered
into at the time the IRLC is made. The value of the forward sales contracts movesin the opposite direction of the value of our
IRLCs and mortgage |oans held-for-sale. We also use other derivatives, such as interest rate swaps, options, and futures, to
economically hedge automobile loans held-for-sale and certain portions of the mortgage portfolio. Nonderivative instruments, such
as short positions of U.S. Treasuries, may aso be periodically used to economically hedge the mortgage portfolio.

T¢%2 Debti/2Ayfth the exception of aportion of our fixed-rate debt and a portion of our outstanding floating-rate borrowing associated
with Meridian Safe Bank's secured floating-rate creditviadbityt apply hedge accounting to our derivative portfolio held to mitigate
interest rate risk associated with our debt portfolio. Typically, the significant terms of the interest rate swaps match the significant
terms of the underlying debt resulting in an effective conversion of the rate of the related debt.

1¢%2 Otheri¢YAYeenter into futures, options, and swaptions to economically hedge our net fixed versus variable interest rate exposure.
We also enter into equity optionsto economically hedge our exposure to the equity markets.

Foreign Currency Risk

We enter into derivative financial instrument contracts to mitigate the risk associated with variability in cash flows related to foreign-
currency financia instruments. Currency forwards are used to economically hedge foreign exchange exposure on foreign-currency-
denominated debt by converting the funding currency to the same currency of the assets being financed. Similar to our interest rate
derivatives, the derivatives are generally entered into or traded concurrent with the debt issuance with the terms of the derivative matching the
terms of the underlying debt.

Our foreign subsidiaries maintain both assets and liabilitiesin local currencies; these local currencies are generally the subsidiaries
functional currencies for accounting purposes. Foreign-currency exchange-rate gains and | osses arise when the assets or liabilities of our
subsidiaries are denominated in currencies that differ from its functional currency. In addition, our equity isimpacted by the cumulative
translation adjustments resulting from the translation of foreign subsidiary results; thisimpact is reflected in our accumulated other
comprehensive income (loss). We enter into foreign-currency forwards and option-based contracts with external counterparties to hedge
foreign exchange exposure on our net investmentsin foreign subsidiaries. In Marchi¢¥220lve elected to dedesignate all of our existing net
investment hedge relationships and changed our method of measuring hedge effectiveness from the spot method to the forward method for
new hedge relationships entered into prospectively. For the net investment hedges that were designated under the spot method up until
dedesignation date, the hedges were recorded at fair value with changes recorded to accumulated other comprehensive income (loss) with the
exception of the spot to forward difference that was recorded to earnings. For current net investment hedges designated under the forward
method, the hedges are recorded at fair value with the changes recorded to accumulated other comprehensive income (loss) including the spot
to forward difference. The net derivative gain or loss remainsin accumulated other comprehensive income (10ss) until earnings are impacted
by the sale or the liquidation of the associated foreign operation.

We also have a centralized-lending program to manage liquidity for all of our subsidiary businesses. Foreign-currency-denominated loan
agreements are executed with our foreign subsidiariesin their local currencies. We evaluate our foreign-currency exposure resulting from
intercompany lending and manage our currency risk exposure by entering into foreign-currency derivatives with external counterparties. Our
foreign-currency derivatives are recorded at fair value with changes recorded as income offsetting the gains and losses on the associated
foreign-currency transactions.

We also periodically purchase nonfunctional currency denominated investment securities and enter into foreign-currency forward
contracts with external counterparties to hedge against changes in the fair value of the securities, through maturity, due to changesin the
related foreign-currency exchange rate. The foreign-currency forward contracts are recorded at fair value with changes recorded to earnings.
The changes in value of the securities due to changesin foreign-currency exchange rates are also recorded to earnings. In the case of
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securities classified as available-for-sale, any changesin fair value due to unhedged risks are recorded to accumulated other comprehensive
income.

Except for our net investment hedges and fair value foreign-currency hedges of available-for-sale securities, we generally have not
elected to treat any foreign-currency derivatives as hedges for accounting purposes principally because the changes in the fair values of the
foreign-currency swaps are substantially offset by the foreign-currency revaluation gains and losses of the underlying assets and ligbilities.

Counterparty Credit Risk

Derivative financia instruments contain an element of credit risk if counterparties are unable to meet the terms of the agreements. Credit
risk associated with derivative financial instruments is measured as the net replacement cost should the counterparties that owe us under the
contract completely fail to perform under the terms of those contracts, assuming no recoveries of underlying collateral as measured by the
market value of the derivative financial instrument.

To mitigate the risk of counterparty default, we maintain collateral agreements with certain counterparties. The agreements require both
parties to maintain collateral in the event the fair values of the derivative financial instruments meet established thresholds. In the event that
either party defaults on the obligation, the secured party may seize the collateral. Generally, our collateral arrangements are bilateral such that
we and the counterparty post collateral for the value of our total obligation to each other. Contractual terms provide for standard and
customary exchange of collateral based on changes in the market value of the outstanding derivatives. The securing party posts additional
collateral when their obligation rises or removes collateral when it falls. We also have unilateral collateral agreements whereby we are the
only entity required to post collateral.

Certain derivative instruments contain provisions that require us to either post additional collateral or immediately settle any outstanding
liability balances upon the occurrence of a specified credit risk-related event. If acredit risk-related event had been triggered the amount of
additional collateral required to be posted by us would have been insignificant.

We placed cash and securities collateral totaling $1.3 billion and $1.4 billion at Decemberi¢¥%31, 20&8d 2011, respectively, in accounts
maintained by counterparties. We received cash collateral from counterparties totaling $941 million and $1.4 billion at Decemberi¢%231, 2012
and 2011, respectively. The receivables for collateral placed and the payables for collateral received are included on our Consolidated Balance
Sheet in other assets and accrued expenses and other liabilities, respectively. In certain circumstances, we receive or post securities as
collateral with counterparties. We do not record such collateral received on our Consolidated Balance Sheet unless certain conditions are met.
At Decemberi¢431, 20&8d 2011, we received noncash collateral of $0.3 million and $43 million, respectively.
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Balance Sheet Presentation

The following table summarizes the fair value amounts of derivative instruments reported on our Consolidated Balance Sheet. The fair
value amounts are presented on a gross basis, are segregated by derivatives that are designated and qualifying as hedging instruments or those
that are not, and are further segregated by type of contract within those two categories. At Decemberi¢231, 2022.3 billion of the derivative
contractsin areceivable position were classified as other assets on the Consolidated Balance Sheet. At Decemberi¢231, 2085.7 billion and
$14 million of the derivative contracts in a receivable position were classified as other assets and trading assets, respectively, on the
Consolidated Balance Sheet. At Decemberi¢%231, 2Q12.5 billion of derivative contractsin aliability position were classified as accrued
expenses and other liabilities on the Consolidated Balance Sheet. At Decemberi¢431, 2085.4 hillion of derivative contractsin aliability
position and $12 million of trading derivatives were both classified as accrued expenses and other liabilities on the Consolidated Balance
Sheet.

(P27 2012 2011
i¢Y2 Derivativei¢Y2contractsi¢ ¥2ini¢ Y2a Derivativei s¥2contractsicvani¢Yza
receivable payable Notional receivable payable Notional
December 31, ($ in millions) positioni¢¥2(a)positioni¢¥2(b) amount position (a)  positioni¢¥2(b) amount
Derivatives qualifying for hedge accounting i¢Y2 i¢Y2 i¢Y2 i¢Y2 i¢Ye i¢Ye
Interest rate risk
Fair value accounting hedges $ 411 $ Y $ 7248 $ 289 $ 4 3% 8,398
Cash flow accounting hedges [PX%) 10 2,580 4 1¢Y2 3,000
Total interest rate risk 411 10 9,828 293 4 11,398
Foreign exchange risk
Net investment accounting hedges 35 53 8,693 123 54 8,208
Tota derivatives qualifying for hedge accounting 446 63 18,521 416 58 19,606
Economic hedges and trading derivatives
Interest rate risk
MSRs 1,616 2,299 146,405 4,812 5,012 523,037
Mortgage loan commitments and mortgage
loans held-for-sale 49 23 9,617 95 107 24,950
Debt 28 29 17,716 81 54 25,934
Other 154 27 41,514 160 101 42,142
Total interest rate risk 1,847 2,378 215,252 5,148 5,274 616,063
Foreign exchange risk 5 27 2,464 137 47 7,569
Total economic hedges and trading derivatives 1,852 2,405 217,716 5,285 5,321 623,632
Total derivatives $ 2298 $ 2468 $ 236237 $ 5701 $ 5379 $ 643238

(@ Includes accrued interest of $175 million and $459 million at Decemberi¢231, 20&8d 2011, respectively.
(b) Includes accrued interest of $144 million and $458 million at Decemberi¢231, 20&8d 2011, respectively.
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Comprehensive Income Presentation
The following table summarizes the location and amounts of gains and losses on derivative instruments reported in our Consolidated
Statement of Comprehensive Income.

Year ended December 31, ($ in millions) 2012 2011 2010
Derivatives qualifying for hedge accounting

Gain recognized in earnings on derivatives (a)
Interest rate contracts
Interest on long-term debt $ 164 $ 892 % 161
Foreign exchange contracts
Other income, net of losses [PX7) 35 (P22
L oss recognized in earnings on hedged items (b)

Interest rate contracts
Interest on long-term debt (193) (848) (119
Foreign exchange contracts
Other income, net of losses (127 (35) (P2
Total derivatives qualifying for hedge accounting (29) 44 42

Economic and trading derivatives
(Loss) gain recognized in earnings on derivatives
Interest rate contracts

Interest on long-term debt ?3) ©)] (P23
Servicing asset valuation and hedge activities, net 669 817 478
L oss on mortgage and automotive loans, net (125) (727) (332
Other income, net of losses (18) (70) (202)
Other operating expenses (1273 (1223 9)
Total interest rate contracts 523 17 35
Foreign exchange contracts (c)
Interest on long-term debt (39) 61 (227)
Other income, net of losses (48) 17 158
Other operating expenses 2 (21) 1¢Y2
Total foreign exchange contracts (85) 57 31
Gain recognized in earnings on derivatives $ 409 $ 118 $ 108

(@ Amounts exclude gains related to interest for qualifying accounting hedges of debt, which are primarily offset by the fixed coupon payment on the long-
term debt. The gains were $123 million, $257 million, and $322 million for the years ended Decemberi¢431, 2012011, and 2010, respectively.

(b) Amounts exclude gains related to amortization of deferred basis adjustments on the hedged items. The gains were $231 million, $229 million, and $164
million for the years ended Decemberi¢¥231, 2012011, and 2010, respectively.

(c) Amounts exclude gains and losses related to the revaluation of the related foreign-denominated debt or receivable. Gains of $75 million, and losses of $77
million and $53 million, were recognized for the years ended Decemberi¢¥431, 2012011, and 2010, respectively.
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The following table summarizes derivative instruments used in cash flow and net investment hedge accounting relationships.

Year ended December 31, ($ in millions) 2012 2011 2010
Cash flow hedges
Interest rate contracts

Gain reclassified from accumulated other comprehensive income to interest on long-term

debt $ 1 % ¢ $ T¢Ye
(Loss) gain recorded directly to interest on long-term debt ) 5 icYe
Total interest on long-term debt $ ) $ 5 $ i¢Ye
(Loss) gain recognized in other comprehensive income $ ™ % 12 $ 4

Net investment hedges
Foreign exchange contracts
(Loss) gain reclassified from accumulated other comprehensive income to other income,

net of losses $ @ $ B $ 12

L oss recorded directly to other income, net of losses (a) (1273 (©)] (18)

Total other income, net of losses $ @ $ 11) $ (6)

(Loss) gain recognized in other comprehensive income (b) $ (270) $ 173 % (183)

(@ Theamounts represent the forward points excluded from the assessment of hedge effectiveness.

(b) Theamounts represent the effective portion of net investment hedges. There are offsetting amounts recognized in accumulated other comprehensive
income related to the revaluation of the related net investment in foreign operations. There were gains of $285 million, losses of $237 miillion, and gains
of $187 million for the years ended Decemberi¢231, 2012011, and 2010, respectively.

23. Income Taxes

The following table summarizes income (loss) from continuing operations before income tax expense.

Year ended Decemberi%238$,in millions) 2012 2011 2010

U.S. (loss) income $ (773) $ (834) $ 443
Non-U.S. income (loss) 18 117) (51)
(Loss) income from continuing operations before income tax expense $ (755) $ (951) $ 392

The significant components of income tax expense from continuing operations were as follows.

Year ended Decemberi¢23$,in millions) 2012 2011 2010
Current income tax (benefit) expense

U.S. federd $ % $ 18 $ 23

Foreign (24) 26 36

State and local 10 12 58
Total current (benefit) expense (14) 56 117
Deferred income tax (benefit) expense

U.S. federa (1,058) (P52 (6)

Foreign 25 (5) (P23

State and local (237) (P2 (@)
Total deferred benefit (1,270) (5) (13)
Total income tax (benefit) expense from continuing operations $ (1,284) $ 51 $ 104
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A reconciliation of the (benefit) provision for income taxes with the amounts at the statutory U.S.i¢Y4federal income tax rateis shown in the
following table.

Year ended Decemberi¢%23$,in millions) 2012 2011 2010
Statutory U.S. federal tax (benefit) expense $ (264) $ (333) $ 137
Change in tax resulting from
Effect of valuation allowance change (984) 339 (124)
State and local income taxes, net of federal income tax benefit (71) 7 2
Tax Credits (45) 3 1¢Y%2
Changes in unrecognized tax benefits ) 5) 54
Foreign tax differential 2 31 (20)
Non-deductible expenses 64 8 4
Other, net 21 7 51
Tax (benefit) expense $  (1284) % 51 % 104

Asdiscussed in Note 1, on May 14, 2012, we deconsolidated ResCap for financial reporting purposes. For U.S. federal tax purposes,
however, ResCap will continue to be included in our consolidated return filing until ultimate disposition of our ownership in ResCap. Given
that the Debtors are disregarded entities for U.S. tax purposes, there should not be a reduction to our net deferred tax assets as aresult of the
Bankruptcy filing.

Our income tax (benefit) expense from continuing operations has not naturally corresponded with our (10ss) income from continuing
operations before income tax for the years ended Decemberi¢431, 2012011, and 2010, given we had U.S. and foreign valuation allowance
movements during those years. For 2012, consolidated income tax benefit from continuing operations of $1.3 billionislargely driven by a
release of a portion of our U.S. valuation allowance.

As of each reporting date, we consider existing evidence, both positive and negative, that could impact our view with regard to future
realization of deferred tax assets. As of December 31, 2012, we determined that positive evidence existed to conclude that it is more likely
than not that ordinary-in-character deferred tax assets are realizable, and therefore, we reduced the valuation alowance accordingly. Positive
evidence in this assessment consisted of forecasts of future taxable income that are sufficient to realize net operating loss carryforwards
before their expiration, coupled with our emergence from a cumulative three-year U.S. pretax loss (after removing the effects of non-recurring
charges and discontinued operations). Certain U.S. deferred tax assets remain offset with a valuation allowance as discussed below.

We believeit is more likely than not that the benefit for certain U.S. net operating loss, capital loss, and foreign tax credit carryforwards
will not be realized. In recognition of this risk, we have provided a valuation allowance of $1.6 hillion on the deferred tax assets relating to
these carryforwards. In particular, the deferred tax assets and liabilities as of December 31, 2012, reflect the U.S. income tax effects of the
anticipated sale of entities held-for-sale at net book value. In concluding to maintain a valuation allowance against our capital loss
carryforwards, we considered the positive evidence that we have entered into agreements to sell our held-for-sale entities for amountsin
excess of book value. We also considered and ultimately weighted more heavily the negative evidence that we have historically had difficulty
generating significant capital gains; capital loss carryforwards have arelatively short carryforward period; the timing of disposal of the held-
for-sale entitiesis uncertain; and the disposal of the held-for-sale entities are subject to various levels of regulatory approval in numerous
countries. Successful completion during 2013 of the sales of entities currently held-for-sale may result in capital gains that would allow usto
realize capital loss carryforwards. A related reversal of valuation allowance on these deferred tax assets would be recognized as an income tax
benefit upon such utilization.
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The significant components of deferred tax assets and liabilities are reflected in the following table.

Decemberi¢%23$,in millions) 2012 2011
Deferred tax assets
Tax credit carryforwards $ 1631 $ 161
Tax loss carryforwards 1,025 1,976
Mark-to-market on consumer finance receivables and loans 880 695
Equity investment in ResCap 486 (P23
Provision for loan losses 306 775
Hedging transactions 267 280
State and local taxes 263 186
ResCap settlement accrual 262 (1223
Sales of finance receivables and loans 206 182
Unearned insurance premiums 142 158
Contingency reserves 19 169
Other 247 568
Gross deferred tax assets 5,734 5,150
Valuation allowance (1,653) (2,274)
Net deferred tax assets 4,081 2,876
Deferred tax liabilities
L ease transactions 1,756 2,052
Basis difference in subsidiaries 454 1¢Ye
Deferred acquisition costs 333 328
Debt transactions 226 32
Unrealized gains on securities 16 180
Other 112 157
Gross deferred tax liabilities 2,897 2,749
Net deferred tax assets $ 1,184 $ 127

At Decemberi¢?231, 2028e had U.S. federal and state net operating loss carryforwards and capital loss carryforwards. The federal net
operating loss carryforwards of $668 million expire in the years 2025i:%2203The federal capital loss carryforwards of $2.2 billion expirein
the years 2014i %2201 The corresponding expiration periods for the state net operating loss carryforwards of $1.7 billion and capital loss
carryforwards of $3.1 billion are 2014i¢%22032 and 2014i 442017, respectivietiglitionally, U.S. foreign tax credit carryforwards of $1.6 billion
are available as of Decemberi¢231, 2QXshd expire in the years 2013i¢22022.

Foreign pretax income is subject to U.S. taxation when effectively repatriated.i¢2Before the third quarter of 2012, we fully provided for
federal income taxes on the undistributed earnings of foreign subsidiaries except to the extent those earnings were indefinitely reinvested
outside the United States.igigof December 31, 2012, however, we no longer assert that any foreign earnings are indefinitely reinvested outside
of the United States.if¥is change in assertion is primarily due to the fact that agreements to sell our international operations were signed
during the fourth quarter of 2012. These sales will be taxable in the United States in future periodsi¢¥zand will result in théettive repatriation
of foreign earnings. As aresult of this change in assertion, alli¢Y2deferred tax liabilities for incremental U.S. tax that stem from temporary
differences related to investments in foreign subsidiaries or foreign corporate joint ventures have been recognized as of December 31, 2012.
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The following table provides a reconciliation of the beginning and ending amount of unrecognized tax benefits.

(% in millions) 2012 2011 2010

Balance at Januaryi¢¥2l, $ 198 $ 214 $ 172
Additions based on tax positions related to the current year 14 11 69
Additions for tax positions of prior years 2 20 3
Reductions for tax positions of prior years 4) (©)] (23)
Settlements a7) (35 9)
Expiration of statute of limitations (4) (P27 2
Foreign-currency translation adjustments (5) 9) 4
Deconsolidation of ResCap and discontinued operations (82) (P23 (P23

Balance at Decemberi Y431, $ 102 % 198 $ 214

Included in the unrecognized tax benefits balances are some items, the recognition of which would not affect the effective tax rate, such
asthe tax effect of certain temporary differences and the portion of gross state unrecognized tax benefits that would be offset by the tax
benefit of the associated federal deduction. At Decemberi¢’/431, 2012011, and 2010, the balance of unrecognized tax benefits that, if
recognized, would affect our effective tax rate is $84 million, $179 million, and $199 million, respectively.

We recognize accrued interest and penalties related to uncertain income tax positions in interest expense and other operating expenses,
respectively. For the years ended Decemberi¢¥231, 2012011, and 2010, $1 million, $1 million, and $1 million, respectively, were accrued for

interest and penalties with the cumulative accrued balance totaling $7 million at Decemberi %231, 2012178 million at Decemberi¢231, 20lnd
$201 million at Decemberié¥231, 2010

We anticipate the examination of various U.S.i¢¥2ncome tax returns along with the examinations by various foreign, state, and local
jurisdictions will be completed within the next twelve months. As such, it is reasonably possible that certain tax positions may be settled and
the unrecognized tax benefits would decrease by $22 million, which includesinterest and penalties.

Wefiletax returnsin the U.S.i¢%4federal jurisdiction and various states and foreign jurisdictions. Our most significant operations remaining
following our commitment to sell various international operations are the United States and Canada. The oldest tax years that remain subject
to examination for those jurisdictions are 2009 and 2004, respectively.

24. Employee Benefit and Compensation Plans

Defined Contribution Plan

A significant number of our employees are covered by defined contribution plans. Employer contributions vary based on criteria specific
to each individual plan and amounted to $56 million, $66 million, and $58 million in 2012, 2011, and 2010, respectively. These costs were

recorded as compensation and benefits expense in our Consolidated Statement of Income. We expect contributions for 2013 to be similar to
contributions made in 2012.

Defined Benefit Pension Plan

Certain of our employees are dligible to participate in separate retirement plans that provide for pension payments upon retirement based
on factors such as length of service and salary. In recent years, we have transferred, frozen, or terminated a significant number of our other
defined benefit plans. All income and expense noted for pension accounting was recorded as compensation and benefits expense in our
Consolidated Statement of Income.

The following summarizes information related to our pension plans.

Year ended Decemberi¢%23$,in millions) 2012 2011

Projected benefit obligation $ 355 $ 528
Fair value of plan assets 214 398
Underfunded status $ (141) $ (230)

The underfunded position is recognized on the Consolidated Balance Sheet and the change in the underfunded position was recorded in
other comprehensive income (10ss).

Defined Benefit Pension Plan Actions

GMAC Mortgage Group LLC, our wholly owned subsidiary, sponsors a defined benefit pension plan (the GMACM Pension Plan) for
which the accrual of additional benefits were previously frozen. The GMACM Pension Plan primarily covers former employees of certain
discontinued or non-core businesses of our Mortgage and Insurance operations. In October 2012, we entered into an agreement under which
the GMACM Pension Plan purchased a group annuity contract from athird-party insurance company that requires the insurance company to
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pay and administer all future annuity payments to the current retiree population of the GMACM Pension Plan (retired as of September 1,
2012) beginning on January 1, 2013. Additionally, during the fourth quarter the GMACM Pension Plan completed a program whereby we
offered voluntary lump-sum distributions to terminated employees with vested benefits. In connection with these combined actions we
recorded a settlement loss of $95 million.

Other Postretirement Benefits

Certain of our subsidiaries participated in various postretirement medical, dental, vision, and life insurance plans. We have provided for
certain amounts associated with estimated future postretirement benefits other than pensions and characterized such amounts as other
postretirement benefits. Other postretirement benefits expense (income), which is recorded in compensation and benefits expense in our
Consolidated Statement of Income, was minimal in 2012, 2011, and 2010. We expect our other postretirement benefit expense to continue to
be minimal in future years.

Share-based Compensation Plans

Based on our transactions with Treasury during 2009, we are required to comply with the limitations on executive pay as determined by
the Special Master of TARP Compensation (Special Master). We have established Deferred Stock Unitsi¢¥2(DSUs) and Incentive Restricted
Stock Unitsi¢¥2(IRSUs) as forms of compensation to our senior executives, which have been approved by the Special Mastéfe also grant
Restricted Stock Unitsi¢%2(RSUs) to executives under the Longyim Equity Compensation Incentive Plan (LTIP). Each of our approved
compensation plans and awards were designed to provide our executives with an opportunity to share in the future growth in value of Meridian Safe Bank
which is necessary to attract and retain key executives.

Pursuant to the terms of the LTIP plan, the Meridian Safe Bank Board of Directors determines a share price valuation for share-based compensation
awards not less than annually. The Meridian Safe Bank Board of Directors thus determined $8t%06 pexcaaire for purposes of the LTIP plan as
of Decemberi¢231, 201A share price valuation of $9,000 per share was determined as of Marchi¢%431, 20Ihe valuation remained unchanged
at $9,000 per share as of Decemberi¢¥231, 20IPhe changes in award valuation resulted in an increase to compensation expense for RSU, DSU,
and IRSU awards of $5 million, $8 million, and $2 million, respectively, recognized in 2012. The impact was recorded as compensation and
benefits expense in our Consolidated Statement of Income.

RSUi ¢¥2awards are incentive awards granted to executives as phantom sharesidferidiae SafipBanlof awards granted in 2008 and 2009 vest
ratably on an annual basis based on continued service on Decemberi¢431, 2012 with the final tranche vesting on Decemberi¢¥231,1¢%22012.
Participants had the option at grant date to defer the valuation and payout for awards granted in 2008 and 2009. A majority of the participants
who received awards granted in 2010, 2011, and 2012 vest ratably over athree-year period starting on the date the award was issued with the
majority of the awards fully vesting in Februaryi¢%22013, February 2014, and February 2015, respectiveljhe awards require liability treatment
and are remeasured quarterly at fair value until they are paid. The compensation costs related to these awards are ratably charged to expense
over the applicable service period. Changesin fair value related to the portion of the awards that have vested and have not been paid are
recognized in earnings in the period in which the changes occur. At December 31, 2012 there were atotal of 17,057 RSUi¢Y2award shares
outstanding, composed of 189i¢Y2shares awarded during 200B}4i ¢Y2shares awarded during 200B648i ¢Y2shares awarded during 205)956 shares
awarded during 2011, and 7,420 shares awarded during 2012. At December 31, 2011 there were atotal of 26,707 RSUi¢Y2award shares
outstanding, composed of 3,806 shares awarded during 2008, 5,199i¢Y4shares awarded during 200281 ¢Y2shares awarded during 2010, and
8,421 shares awarded during 2011. We recognized compensation expense related to RSU awards of $92 million, $56 million and $63 million
for the years ended Decemberi¢431, 2012011 and 2010, respectively. These costs were recorded as compensation and benefits expense in our
Consolidated Statement of Income.

DSUi¢Y2awards are granted to senior executives as phantom shareshdferidian Safe Bank and are included as part of theiBUagzsslangs are
generally granted ratably each pay period throughout the year, vest immediately upon grant, and are paid in cash. DSUs awarded in 2012 will
generally be redeemable in three equal installments: the first on the final payroll date of 2012, the second ratably over 2013 and the third
ratably over 2014. DSUs awarded in 2011 are generally redeemable in three equal annua installments beginning on the first anniversary of
grant. The DSU awards require liability treatment and are remeasured quarterly at fair value until they are paid, with each change in value
fully charged to compensation expense in the period in which the change occurs. At Decemberi¢Y231, 2028d 2011 there were atotal of
13,1901 :%%a8,743i:2DSU award shares outstanding, respectivelie recognized compensation expense related to DSU awards of $65 million,
$25 million and $75 million for the years ended Decemberi %231, 2012011 and 2010, respectively, for the outstanding awards. These costs
were recorded as compensation and benefits expense in our Consolidated Statement of Income.

IRSUi ¢Y2awards are incentive awards granted to senior executives as phantom sharesidferidiiergafiecRani | RSUs granted to senior
executivesin 2012. IRSUi¢Y2awards from 2009, 2010 and 20generally vest in full after two years from the date of grant based on continued
service with M erididiteStie Bestkng requirement is met, IRSU payouts will be made only as we repay our TARP obligations. Payouts will be
made in 25% increments based on the percentage of TARP obligations that have been repaid, as determined in accordance with the
established guidelines for determining "repayment”.

As of December 31, 2012, Meridian Safe Bank had rep&id rbotdéssithan 50%, of its TARP obligations. Payouts are based on the fair
value of the phantom shares at the time of the payout. The awards require liability treatment and are remeasured quarterly at fair value until
they are paid. The compensation costs related to these awards are ratably charged to expense over the requisite service period. Changesin fair
value relating to the portion of the awards that have vested and have not been paid are recognized in earnings in the period in which the
changes occur. At Decemberi¢431, 2048d 2011 there were atotal of 6,475i¢:Y2ai®75i Y2l RSU award shares outstanding, respectivelife
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recognized compensation expense related to IRSU awards of $30 million, $14 million and $10 million for the years ended Decemberi¢431,
2012, 2011 and 2010, respectively, for the outstanding awards. These costs were recorded as compensation and benefits expense in our
Consolidated Statement of Income.

25. Fair Value

Fair Value Measurements

For purposes of this disclosure, fair value is defined as the exchange price that would be received to sell an asset or paid to transfer a
liability (exit price) in the principal or most advantageous market in an orderly transaction between market participants at the measurement
date. Fair valueis based on the assumptions market participants would use when pricing an asset or liability. Additionally, entities are required
to consider all aspects of nonperformance risk, including the entityigiéwn credit standing, when measuring the fair value of aliability.

GAAP specifies athree-level hierarchy that is used when measuring and disclosing fair value. The fair value hierarchy gives the highest
priority to quoted prices available in active markets (i.e., observable inputs) and the lowest priority to datalacking transparency (i.e.,
unobservable inputs). An instrumentigiéategorization within the fair value hierarchy is based on the lowest level of significant input to its
valuation. The following is a description of the three hierarchy levels.

Leveli¢?2l  Inputs are quoted pricesin active markets for identical assets or liahilities at the measurement date. Additionally, the entity
must have the ability to access the active market, and the quoted prices cannot be adjusted by the entity.

Leveli¢¥22 Inputs are other than quoted pricesincluded in Leveli¢¥%1 that are observable for the asset or liabiligjther directly or
indirectly. Leveli¢¥22 inputs include quoted prices in active markets for similar assets or liabilities; quoted pricesin inactive
markets for identical or similar assets or liabilities; or inputs that are observable or can be corroborated by observable
market data by correlation or other means for substantially the full term of the assets or liabilities.

Leveli¢%23  Unobservable inputs are supported by little or no market activity. The unobservable inputs represent management's best
assumptions of how market participants would price the assets or liabilities. Generally, Leveli¢¥23 assets and liabilities are
valued using pricing models, discounted cash flow methodologies, or similar techniques that require significant judgment
or estimation.

Transfers  Transfersinto or out of any hierarchy level are recognized at the end of the reporting period in which the transfer occurred.
There were no transfers between any levels during the year ended Decemberi¢%231, 2012

Following are descriptions of the valuation methodol ogies used to measure material assets and liabilities at fair value and details of the
valuation models, key inputs to those models, and significant assumptions utilized.

T¢%2 Trading assets (excluding derivatives)i¢Y2lgading assets were recorded at fair value. Our portfolio included MBS (including senior
and subordinated interests) that were either investment-grade, noninvestment grade, or unrated securities. Valuations were primarily
based on internally developed discounted cash flow models (an income approach) that used assumptions consistent with current
market conditions. The valuation considered recent market transactions, experience with similar securities, current business
conditions, and analysis of the underlying collateral, as available. To estimate cash flows, we utilized various significant
assumptions including market observable inputs (e.g.,i¢¥forward interest rates) and internally devel oped inputs (e.g.,1¢¥2prepayment
speeds, delinquency levels, and credit |osses).

i¢Y2 Available-for-sale securitiesi¢Yahivailable-for-sale securities are carried at fair value based on observable market prices, when
available. If observable market prices are not available, our valuations are based on internally developed discounted cash flow
models (an income approach) that use a market-based discount rate and consider recent market transactions, experience with similar
securities, current business conditions, and analysis of the underlying collateral, as available. To estimate cash flows, we are
required to utilize various significant assumptions including market observable inputs (e.g.,i¢¥forward interest rates) and internally
developed inputs (including prepayment speeds, delinquency levels, and credit losses).

1¢% Mortgage loans held-for-sale, neti¢%4i'¢¥2 Our mortgage loans hel d€ale are accounted for at either fair value because of fair value
option elections or they were accounted for at the lower-of-cost or fair value. Mortgage loans held-for-sale are typically pooled
together and sold into certain exit markets depending on underlying attributes of the loan, such as GSEi¢Y4dligibiliproduct type,
interest rate, and credit quality. Two valuation methodologies are used to determine the fair value of mortgage |oans held-for-sale.
The methodology used depends on the exit market as described below.

Level 2 mortgage loansi¢Yakhts includes all GSE-eligible mortgage loans carried at fair value due to fair value option
election, which are valued predominantly using published forward agency prices. It also includes any domestic loans and
foreign loans where recently negotiated market prices for the loan pool exist with a counterparty (which approximates fair
value) or quoted market prices for similar loans are available.

Level 3 mortgage loansi¢YVahts included all conditional repurchase option loans carried at fair value due to the fair value
option election and all GSE-ineligible residential mortgage loans that were accounted for at the lower-of-cost or fair value. The
fair value of these residential mortgage loans were determined using internally developed valuation models because observable
market prices were not available. The loans were priced on a discounted cash flow basis utilizing cash flow projections from
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internally developed models that utilized prepayment, default, and discount rate assumptions. To the extent available, we
utilized market observable inputs such as interest rates and market spreads. If market observable inputs were not available, we
were required to utilize internal inputs, such as prepayment speeds, credit losses, and discount rates.

Refer to the section within this note titled Fair Value Option for Financial Assets and Financial Liabilities for further
information about the fair value elections.

Consumer mortgage finance receivables and loans, neti;vAp&idected the fair value option for certain consumer mortgage finance
receivables and loans. The elected mortgage loans collateralized on-balance sheet securitization debt in which we estimated credit
reserves pertaining to securitized assets that could have exceeded or already had exceeded our economic exposure. We also elected
the fair value option for all mortgage securitization trusts required to be consolidated. The elected mortgage loans represented a
portion of the consumer finance receivables and |oans. The balance for which the fair value option was not elected was reported on
the balance sheet at the principal amount outstanding, net of charge-offs, allowance for loan losses, and premiums or discounts.

The loans were measured at fair value using a portfolio approach. The objective in fair valuing the loans and related
securitization debt was to account properly for our retained economic interest in the securitizations. As aresult of reduced liquidity
in capital markets, values of both these |oans and the securitized bonds were expected to be volatile. Since this approach involved
the use of significant unobservable inputs, we classified al the mortgage loans elected under the fair value option as Leveli¢X23. Refer
to the section within this note titled Fair Value Option of Financial Assets and Financial Liabilities for additional information.

MSRsi ¥4 ¢ MSRs are classified as Level 3 because there are limited M SR market transactions that are directly observable; therefore,
we use internally developed discounted cash flow models (an income approach) to estimate the fair value. These internal valuation
models estimate net cash flows based on internal operating assumptions that we believe would be used by market participantsin
orderly transactions combined with market-based assumptions for loan prepayment rates, interest rates, and discount rates that we
believe approximate yields required by investors in this asset. Cash flows primarily include servicing fees, float income, and late
feesin each case less operating costs to service the loans. The estimated cash flows are discounted using an option-adjusted spread-
derived discount rate.

Interests retained in financial asset salesi¢ Y2l interests retained are in securitization trusts and deferred purchase prices on the
sale of whole-loans. Due to inactivity in the market, valuations are based on internally devel oped discounted cash flow models (an
income approach) that use a market-based discount rate; therefore, we classified these assets as Level 3. The valuation considers
recent market transactions, experience with similar assets, current business conditions, and analysis of the underlying collateral, as
available. To estimate cash flows, we utilize various significant assumptions, including market observable inputs (e.g.,i¢%forward
interest rates) and internally developed inputs (e.g.,i¢¥2prepayment speeds, delinquency levels, and credit losses).

Derivative instrumentsi¢/Aféenter into a variety of derivative financial instruments as part of our risk management strategies.
Certain of these derivatives are exchange traded, such as Eurodollar futures. To determine the fair value of these instruments, we
utilize the quoted market prices for the particular derivative contracts; therefore, we classified these contracts as Leveli¢y21.

We also execute over-the-counter derivative contracts, such asinterest rate swaps, swaptions, forwards, caps, floors, and
agency to-be-announced securities. We utilize third-party-devel oped valuation models that are widely accepted in the market to
value these over-the-counter derivative contracts. The specific terms of the contract and market observable inputs (such as interest
rate forward curves and interpolated volatility assumptions) are used in the model. We classified these over-the-counter derivative
contracts as Leveli¢%22 because all significant inputs into these models were market observable.

We also hold certain derivative contracts that are structured specifically to meet a particular hedging objective. These
derivative contracts often are utilized to hedge risks inherent within certain on-balance sheet securitizations. To hedge risks on
particular bond classes or securitization collateral, the derivative's notional amount is often indexed to the hedged item. As aresult,
wetypically are required to use internally devel oped prepayment assumptions as an input into the model to forecast future notional
amounts on these structured derivative contracts. Accordingly, we classified these derivative contracts as Leveli¢%23.

We are required to consider all aspects of nonperformance risk, including our own credit standing, when measuring fair value
of aliability. We reduce credit risk on the majority of our derivatives by entering into legally enforceable agreements that enable the
posting and receiving of collateral associated with the fair value of our derivative positions on an ongoing basis. In the event that we
do not enter into legally enforceable agreements that enable the posting and receiving of collateral, we will consider our credit risk
and the credit risk of our counterpartiesin the valuation of derivative instruments through a credit valuation adjustmenti ;¥ 8Y, if
warranted. The CVA calculation utilizes our credit default swap spreads and the spreads of the counterparty.

On-balance sheet securitization debti ¢/ el ected the fair value option for certain mortgage loans held-for-investment and the
related on-balance sheet securitization debt. We valued securitization debt that was elected pursuant to the fair value option and any
economically retained positions using market observable prices whenever possible. The securitization debt was principaly in the
form of asset- and MBS collateralized by the underlying mortgage loans held-for-investment. Due to the attributes of the underlying
collateral and current market conditions, observable prices for these instruments were typically not available. In these situations, we
considered observed transactions as Leveli¢22 inputsin our discounted cash flow modefedditionally, the discounted cash flow
models utilized other market observable inputs, such as interest rates, and internally derived inputs including prepayment speeds,
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credit losses, and discount rates. Fair value option-elected financing securitization debt was classified as Leveli¢23 as aresult of the
reliance on significant assumptions and estimates for model inputs. Refer to the section within this note titled Fair Value Option for
Financial Assets and Financial Liabilities for further information about the election. The debt that was not elected under the fair
value option is reported on the balance sheet at cost, net of premiums or discounts and issuance costs.

Recurring Fair Value

The following tables display the assets and liabilities measured at fair value on arecurring basis including financial instruments elected
for the fair value option. We often economically hedge the fair value change of our assets or liabilities with derivatives and other financial
instruments. The tables below display the hedges separately from the hedged items; therefore, they do not directly display the impact of our
risk management activities.

(P23 Recurring fair value measurements
December 31, 2012 ($ in millions) Leveli¢%21 Levelig%2 Leveli;%.3  Total
Assets

Investment securities
Available-for-sale securities
Debt securities

U.S.i¢¥Treasury and federal agencies $ 697 $ 1517 $ g2 $ 2214
Foreign government 3 300 [PAZ) 303
Mortgage-backed residential T¢Ye 6,906 [PX7) 6,906
Asset-backed % 2,340 (127 2,340
Corporate debt securities i¢%e 1,263 (1273 1,263
Total debt securities 700 12,326 T¢Ye 13,026
Equity securitiesi¢¥A(a) 1,152 i¢%e i¢% 1,152
Total available-for-sale securities 1,852 12,326 [P27) 14,178
Mortgage loans held-for-sale, neti¢Z/4(b) T¢Ye 2,490 [PX7) 2,490
Mortgage servicing rights T¢% i¢% 952 952
Other assets
Interests retained in financial asset sales T¢Ye T¢Ye 154 154
Derivative contracts in areceivable position
Interest rate 40 2,170 48 2,258
Foreign currency [PE7) 40 (127 40
Total derivative contractsin areceivable position 40 2,210 48 2,298
Collateral placed with counterpartiesi¢(c) 103 99 (1273 202
Total assets $ 199% $ 17,125 $ 1154 $ 20,274
Liabilities

Accrued expenses and other liabilities
Derivative contracts in a payable position

Interest rate $ (13) $ (23714) $ 1) $ (2,388)
Foreign currency i¢%e (78) 2 (80)
Total derivative contractsin a payable position (13) (2,452) 3) (2,468)
Total liabilities $ (13) $ (2452) $ 3 $ (2.468)

(@ Ourinvestment in any oneindustry did not exceed 21%.
(b) Carried at fair value due to fair value option elections.
(c) Representscollateral in the form of investment securities. Cash collateral was excluded.

177



Table of Contents

Notes to Consolidated Financial Statements

Meridian Safe Bank.i¢¥4i¢¥4i ¢vaForm 10-K

(P23 Recurring fair value measurements
Decemberi¢231, 200$ in millions) Leveli¢hsl  Levelighs2 Leveli¢z3  Tota
Assets

Trading assets (excluding derivatives)

Mortgage-backed residential securities $ i $ 575 $ 3 608
Total trading assets i¢Ye 575 33 608
Investment securities

Available-for-sale securities

Debt securities
U.S.i¢¥2Treasury and federal agencies 903 643 (P23 1,546
States and political subdivisions ¢ 1 (P23 1
Foreign government 427 357 (1223 784
M ortgage-backed residential T2 7,312 i¢Y2 7,312
Asset-backed (P23 2,553 62 2,615
Corporate debt securities ¢y 1,491 1¢Y2 1,491
Other debt securities (V2] 327 i¢Y2 327

Total debt securities 1,330 12,684 62 14,076

Equity securitiesi¢¥(a) 1,059 (1223 (1223 1,059

Total available-for-sale securities 2,389 12,684 62 15,135
Mortgage loans held-for-sale, neti¢/4(b) (P23 3,889 30 3,919
Consumer mortgage finance receivables and loans, neti¢%4(b) 1Y T¢Ye 835 835
Mortgage servicing rights 1¢Ye (P23 2,519 2,519
Other assets

Interests retained in financial asset sales Y [PEZ) 231 231

Derivative contracts in areceivable position (c)

Interest rate 79 5,274 88 5,441
Foreign currency 1Y 242 18 260

Total derivative contractsin areceivable position 79 5,516 106 5,701

Collateral placed with counterpartiesi¢¥2(d) 328 ¢ (P23 328
Total assets $ 279 $ 22664 $ 3816 $ 29276
Liabilities
Long-term debt

On-balance sheet securitization debti¢(b) $ i $ i $ (830) $ (830)
Accrued expenses and other liabilities

Derivative contracts in a payable position (c)

Interest rate 32 (5,229) @ (5,278)
Foreign currency 1¢Ys (99 2 (201)

Total derivative contracts in a payable position 32 (5,328) (19 (5,379

Loan repurchase liabilities (b) i¢Ye T¢Ye (29) (29)

Trading liabilities (excluding derivatives) (61) (P23 (P23 (62)
Total liabilities $ (93) $ (5328) $ (878) $ (6,299)

(@ Ourinvestment in any oneindustry did not exceed 18%.

(b) Carried at fair value due to fair value option elections.

(c) Includes derivatives classified as trading.

(d) Represents collateral in the form of investment securities. Cash collateral was excluded.
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The following table presents quantitative information regarding the significant unobservable inputs used in significant Level 3 assets and

liabilities measured at fair value on arecurring basis.

Level 3
recurring
December 31, 2012 ($ in millions) measurements Valuation technique Unobservable input Range
Assets
Mortgage servicing rights $ 952 €)) @ @)
Other assets
Interests retained in financial asset sales 154  Discounted cash flow Discount rate 5.4-6.1%
Commercial paper
rate 0-0.1%

() Refer to Note 11 for information related to M SR valuation assumptions and sensitivities.
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The following tables present the reconciliation for all Leveli¢23 assets and liabilities measured at fair value on arecurring basidle often
economically hedge the fair value change of our assets or liabilities with derivatives and other financial instruments. The Leveli¢%43 items
presented below may be hedged by derivatives and other financial instruments that are classified as Leveli¢?21 or Level T8, the following
tables do not fully reflect the impact of our risk management activities.

[P2Z] Level 3 recurring fair value measurements

Net realized/unrealized Net
[P2Z] ¢Ye gains (losses) %2 (P22 un re_:_alized
Transfers out gainsi¢ ¥(losses)
due to included in
- . deconsolidation . earnings still
Fairi¢Ysvalue included or Fairi¢%value held at
at Jan. 1, ini¢%2 included discontinued  at Dec. 31, Dec. 31,
($ in millions) 2012 earnings inOCI  Purchases Sales Issuances ~ Settlements  gperations (a) 2012 2012

Assets

Trading assets
(excluding
derivatives)

Mortgage-backed
residential
securities $ 33 $ 2 (b) s i%$ %2 $ % $ i%$ 4 $ (1) s % $ 4 (b)

Investment securities

Available-for-sae
debt securities

Asset-backed 62 19 (12) (127 (69) oY oY TYe [PX7) TYa
Mortgage loans held-
for-sale, neti¢%(c) 30 [127) i¢Ye 12 i¢Ye [127) (11) (31) [127) Y2

Consumer mortgage
finance receivables
and loans, neti¢¥(c) 835 121 (c) oY ic%  (245) (d) 1223 (124) (587) ic% 51 (c)

Mortgage servicing
rights 2,519 (677) (e) e i¢Ye e 240 i¢Ye (1,130) 952 (677) (e)

Other assets
Interests retained in
financial asset
sales 231 46 (f) i¢Ye T¢Ye i¢Ye i¢Ye (123) i¢Ye 154 T¢Ye
Derivative contracts,
net (g)
Interest rate 71 (78) (h) Yo % Yo % 53 1 47 1 (h)
Foreign currency 16 (32) (h) Yo % Yo [127] [127] 14 2) (50) (h)

Total derivative
contractsin a
receivable
position, net 87 (110) i igYs i Y 53 15 45 (49)

Total assets $ 3,797 $ (599) $ 12) $ 12 $ (314) $ 240 $ (209) $ (1,764) $ 1,151 $ (671)
Liabilities
Long-term debt

On-balance sheet
securitization
debtic¥(c) $ (830) $ (115) (c) $ i $ i%$ i $ % $ 389 $ 556 $ i2$ (62) (c)

Accrued expenses and
other liabilities

Loan repurchase
liabilities (c) (29) oY Y (11) Y % 10 30 g% oY
Tota liabilities $ (859) $ (115) $ T2 $ 1) $ i $ V%2 $ 399 $ 586 $ %2 $ (62)

(@  Representsthe amounts transferred out of Level 3 due to the deconsolidation of ResCap or discontinued operations. Refer to Note 1 for additional information related to
ResCap. Refer to Note 2 for additional information related to discontinued operations.

(b)  Thefair value adjustment was reported as other income, net of losses, and the related interest was reported as interest on trading assets in the Consolidated Statement of Income.

(c) Carried at fair value due to fair value option elections. Refer to the next section of this note titled Fair Value Option for Financial Assets and Liabilities for the location of the
gains and losses in the Consolidated Statement of Income.

(d)  Representsthe sale of consumer mortgage finance receivable and loans sold as part of the sale of a business line during 2012.

(e) Fair value adjustment was reported as servicing-asset valuation and hedge activities, net, in the Consolidated Statement of Income.

(f)  Reported as other income, net of losses, in the Consolidated Statement of Income.

(9) Includes derivatives classified as trading.

(h)  Refer to Note 22 for information related to the location of the gains and losses on derivative instruments in the Consolidated Statement of Income.
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(P22 Level 3 recurring fair value measurements
Net realized/unrealized o
s gains (losses) unrgaleinzcéé2
gains (losses)
includedi¢y2in
Fair value earnings still
at included Transfers Fair value heldi¢Yzat
Jan. 1, in included out of level at Dec. 31, Dec. 31,
($ in millions) 2011 earnings inOCl Purchases  Sales Issuances  Settlements 3 2011 2011
Assets
Trading assets
(excluding
derivatives)
Mortgage-backed
residential
securities $ 4 $ 5@ $ e $ i$ gk $ e $ (16) $ 1% $ 33 $ 14 (a)
Asset-backed
securities 94 [¥22) [P2Z] Y2 (94) Ve e [P2Z] %2 Y2 1¢V4 2
Total trading assets 138 5 iYL (P22) %2 (94) e (16) 1% 33 14 e
Investment securities
Available-for-sale
debt securities
Mortgage-
backed
residential 1 e Y2 iYe @ iYe iYe iYe 1¢Ye 1Y 16 Y
Asset-backed i¢Ye 18 (b) 14 94 (64) i¢Ye i¢Ye [122) 62 ¢ M6 e
Total debt
securities 1 18 i¢YaiYs 14 94 (65) e e i¢Ye 62 Y216 2
Mortgage |oans held-
for-sale, neti¢y4(c) 4 @) (c) Yo 46 1) i¢Ye (18) [P2Z] 30 2) (c)
Consumer mortgage
finance receivables
and loans, neti¢y4(c) 1,015 352 () 1 Vs s iYa (533) s 835 136 (c)
Mortgage servicing
rights 3,738 (1,606) (d) e 31 (266) (e 622 i¢Ye (P22 2,519 (1,605) (d)
Other assets
Interests retained in
financial asset
sales 568 180 (f) e i¢Ye Ve 3 (520) [P2Z] 231 (15) (f)
Derivative contracts,
net (9)
Interest rate (13) 148 (h) Yo i¢Ye Yo i¢Ye (41) 23) (i) 71 145 (h)
Foreign currency [P2Z] 16 (h) [P2Z] [P2Z] [P2Z] e e [P2Z] 16 16 (h)
Total derivative
contractsin a (payable)
receivable position, net (13) 164 e i ik i (41) (23) 87 161
Total assets $ 5451 % (888) $ 15 % 171 $ (426) $ 625 $ (1,128) $ (23) $ 3797 $ (1,311) i¢Maiée
Liabilities
Long-term debt
On-balance sheet
securitization
debti¢(c) $ 972) $ (371) (o) $ 13 ie$ gk $ i $ 512 $ (1223 $ (830) $ (184) (¢
Accrued expenses and
other liabilities
Loan repurchase
liabilities (c) Y2 2 (o) iéYe (46) iéYe Y2 15 (P22 (29) 2 (o)
Total liabilities $ 972) $ (369) $ 13 (46) $ i $ e $ 527 $ (12273 $ (859) $ (182)
(@ Thefair value adjustment was reported as other income, net of losses, and the related interest was reported as interest on trading assets in the Consolidated Statement of Income.
(b)  Thefair value adjustment was reported as other income, net of losses, and the related interest was reported as interest and dividends on available-for-sale investment securities
in the Consolidated Statement of Income.
(c) Carried at fair value due to fair value option elections. Refer to the next section of this note titled Fair Value Option for Financial Assets and Liabilities for the location of the
gains and losses in the Consolidated Statement of Income.
(d) Fair value adjustment was reported as servicing-asset valuation and hedge activities, net, in the Consolidated Statement of Income.
()  Represents excess mortgage servicing rights transferred to an agency-controlled trust in exchange for trading securities. These securities were then sold instantaneously to third-
party investors for $266 million.
(f)  Reported as other income, net of losses, in the Consolidated Statement of Income.
(9) Includes derivatives classified as trading.
(h)  Refer to Note 22 for information related to the location of the gains and losses on derivative instruments in the Consolidated Statement of Income.
(i)  Thein-house valuations of some derivative contracts classified as Level 3 was replaced with third-party-devel oped val uation models that are widely accepted in the market to

value these over-the-counter derivative contracts. The specific terms of the contract and market observable inputs are entered into the model. We reclassified these over-the-
counter derivative contracts as Level 2 because all significant inputs into these models were market observable.
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Nonrecurring Fair Value

We may be required to measure certain assets and lighilities at fair value from time to time. These periodic fair value measures typically
result from the application of lower-of-cost or fair value accounting or certain impairment measures. These items would constitute

nonrecurring fair value measures.

The following tables display the assets and liabilities measured at fair value on a nonrecurring basis.

i c',l L,

Lower-of-

. cost
Nonrecurring or

. Totali¢ ¥2loss
fair value measurements

fairi¢%value includedi¢zin

ori¢Ysvaluationearningsi¢ Yzfor

reserve thei¢ Y2year

December 31, 2012 ($ in millions) Leveli¢¥21Leveli; 2L eveli; %43 Total allowance ended
Assets
Commercial finance receivables and loans, neti¢(a)

Automotive $ i $ ig2$ 108 $ 108 $ (129) n/m (b)

Other i¢% i¢% 23 23 W n/m (b)
Total commercial finance receivables and loans, net i¢Ye g% 131 131 (26) n/m (b)
Other assets

Repossessed and forecl osed assetsi¢¥4(C) T¢Ye i¢% 3 3 ) n/m (b)

Cost basis investment in ResCapi¢¥(d) (1273 i¢%e (1273 T¢%e (P27 (442)
Total assets $ i $ e $ 134 $ 134 $ (28) $ (442)

n/m = not meaningful

(8 Representsthe portion of the portfolio specifically impaired duringig@d2. The related val uation allowance represents the cumul ative adjustment to fair

value of those specific receivables.

(b) We consider the gpplicable valuation or |oan loss allowance 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 or loan loss allowance.

() Theallowance provided for repossessed and foreclosed assets represents any cumulative valuation adjustment recognized to adjust the assets to fair value.
(d) Represents the impairment of our investment in ResCap during 2012. Refer to Note 1 for additional information related to ResCap.
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L ower-of -
Nonrecurring cost .
icYa fair value measurements or Totali¢/2oss

fairi¢?svalue  includedi¢¥in
ori¢ivauation earningsiéYsfor

reserve thei¢Vayear

December 31, 2011 ($ in millions) Leveli¢¥2l Leveli¢yz2 Leveli¢yz3 Total allowance ended
Assets
Mortgage loans held-for-sale (a) $ ie$ ¢S 479 $ 479 S (60) n/m (b)
Commercial finance receivables and loans, neti¢(c)

Automotive (1223 (1223 310 310 (30) n/m (b)

Mortgage 1¢Ye 1 14 15 (10 n/m (b)

Other [P2Z3 1¢%2 20 20 (10) n'm (b)
Total commercial finance receivables and loans, net T¢Ye 1 344 345 (50) n/m (b)
Other assets

Property and equipment 1223 13 (127 13 nm() $ (8)

Repossessed and forecl osed assetsi¢¥4(€) (1223 32 27 59 (15) n/m (b)
Total assets $ is$ 46 $ 80 $ 8% $ (125) $ (8

n/m = not meaningful

(@) Representsloans held-for-sale that are required to be measured at the lower-of-cost or fair value. The table above includes only loans with fair values
below cost duringigd 1. The related valuation allowance represents the cumulative adjustment to fair value of those specific assets.

(b) We consider the applicable valuation or loan loss allowance to be the most relevant indicator of the impact on 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 or loan loss allowance.

() Representsthe portion of the portfolio specifically impaired duringig@d 1. The related valuation allowance represents the cumul ative adjustment to fair
value of those specific receivables.

(d) Thetota gain (loss) included in earningsis the most relevant indicator of the impact on earnings.

(e) Thealowance provided for repossessed and foreclosed assets represents any cumulative valuation adjustment recognized to adjust the assetsto fair value.

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.

Level 3
nonrecurring
December 31, 2012 ($ in millions) measurements Valuation technique Unobservable input Range
Assets
Commercia finance receivables and loans, net
Fair value of Adjusted appraisal
Automotive $ 108 collateral value 65.0-95.0%

Fair Value Option for Financial Assets and Financial Liabilities

A description of the financial assets and liabilities elected to be measured at fair value is asfollows. Our intent in electing fair value for
all these items was to mitigate a divergence between accounting losses and economic exposure for certain assets and liabilities.

1¢% On-balance sheet mortgage securitizationsi¢ /ApéRlected to measure at fair value certain domestic consumer mortgage finance
receivables and loans and the related debt held in on-balance sheet mortgage securitization structures. The fair value-elected loans
were classified as finance receivable and loans, net, on the Consolidated Balance Sheet. Our policy isto separately record interest
income on the fair value-elected loans (unless the loans are placed on nonaccrual status); however, the accrued interest was
excluded from the fair value presentation. We classified the fair value adjustment recorded for the loans as other income, net of
|osses, in the Consolidated Statement of Income.

We continued to record the fair value-elected debt balances as long-term debt on the Consolidated Balance Sheet. Our policy is
to separately record interest expense on the fair value-elected debt, which continues to be classified as interest on long-term debt in
the Consolidated Statement of Income. We classified the fair value adjustment recorded for this fair value-elected debt as other
income, net of losses, in the Consolidated Statement of Income.

i¢% Conforming and government-insured mortgage loans held-for-salei ;YA}eiRdeeted the fair value option for conforming and
government-insured mortgage loans held-for-sale funded after Julyi¢%231,i¢2200@ ected the fair value option to mitigate earnings
volatility by better matching the accounting for the assets with the related hedges.
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1P7)

Excluded from the fair value option were conforming and government-insured loans funded on or prior to Julyi¢%%31,i¢%22009, and
those repurchased or rerecognized. The loans funded on or prior to Julyi¢¥231,i¢%22009, were ineligible because the el ection must be made
at the time of funding. Repurchased and rerecognized conforming and government-insured loans were not el ected because the
election would not mitigate earning volatility. We repurchase or rerecognize loans due to representation and warranty obligations or
conditional repurchase options. Typically, we will be unable to resell these assets through regular channels due to characteristics of
the assets. Since the fair value of these assets is influenced by factors that cannot be hedged, we did not elect the fair value option.

We carry the fair value-elected conforming and government-insured loans as loans held-for-sale, net, on the Consolidated
Balance Sheet. Our policy isto separately record interest income on the fair value-elected loans (unless they are placed on
nonaccrual status); however, the accrued interest was excluded from the fair value presentation. Upfront fees and costs related to the
fair value-elected loans were not deferred or capitalized. The fair value adjustment recorded for these loansis classified as gain
(loss) on mortgage loans, net, in the Consolidated Statement of Income. In accordance with GAAR, the fair value option election is
irrevocable once the asset is funded even if it is subsequently determined that a particular loan cannot be sold.

Nongovernment-eligible mortgage loans held-for-sale subject to conditional repurchase optionsi:YVAjéRiketed the fair value
option for both nongovernment-€ligible mortgage loans hel d-for-sale subject to conditional repurchase options and the related
liability. These conditional repurchase options within our private label securitizations allowed us to repurchase atransferred
financial asset if certain events outside our control were met. The typical conditional repurchase option was a delinquent |oan
repurchase option that gave us the option to purchase the loan if it exceeded a certain prespecified delinquency level. We had
compl ete discretion regarding when or if we would exercise these options, but generally we would do so only when it isin our best
interest. We recorded the asset and the corresponding liability on our balance sheet when the option becomes exercisable. The fair
value option election must be made at initial recording. As such, the conditional repurchase option assets and liabilities recorded
prior to Januaryi¢¥2l, 20vere ineligible for the fair value election.

We carried these fair value-elected optional repurchase loan balance as |oans held-for-sale, net, on the Consolidated Balance
Sheet. The fair value adjustment recorded for these |oans was classified as other income, net of losses, in the Consolidated
Statement of Income. We carried the fair value-elected corresponding liability as accrued expenses and other liabilities on the
Consolidated Balance Sheet. The fair value adjustment recorded for these liabilities were classified as other income, net of losses, in
the Consolidated Statement of Income.
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The following tables summarize the fair value option elections and information regarding the amounts recorded as earnings for each fair
value option-elected item.

Changes included in the

(P22 Consolidated Statement of Income
Interest
and fees Interest Interest Total Changei%zin
on finance on loans on Gain on Other includedi¢¥z fairi¢Yvalue
receivables held-for- long-term  mortgage income, in due to
Year ended December 31, ($ in millions) and loans (a) sale (a) debt (b) loans,i¢¥2net neti¢ Y20fi; Yolossarnings  creditiy YerisKig¥a(c)
2012
Assets
Mortgage loans held-for-sale, net $ ic% $ 82 $ % $ 262 % i $ 344  $ T¢% (d)
Consumer mortgage finance receivables
andi¢¥4oans,i¢Yanet 59 T¢Ye 1¢Ye 1¢Ye 62 121 (24) (e)
Liabilities
Long-term debt
On-balance sheet securitization debt i¢% g% (34) % (81) (115) 8) ()
Tota $ 350
2011
Assets
Mortgage loans held-for-sale, net $ i $ 176 $ i $ 908 $ i $ 1,084 $ 1¢Y%2 (d)
Consumeri¢yzmortgage finance receivables
and loans,i¢Yanet 200 [12Z] 1¢Ye (P22 153 353 (119) (¢
Liabilities
Long-term debt
On-balance sheet securitization debt (P22 (P2 (116) (P22 (256) (372 (20) (f)
Accrued expenses and other liabilities
Loan repurchase ligbilities (P22 i¢% (P22 (P22 2 2 (P22
Tota $ 1,067

(a) Interestincomeis measured by multiplying the unpaid principal balance on the loans by the coupon rate and the number of days of interest due.

(b) Interest expense is measured by multiplying bond principal by the coupon rate and the number of days of interest due to the investor.

(c) Factors other than credit quality that impact fair value include changes in market interest rates and the illiquidity or marketability in the current
marketplace. Lower levels of observable data pointsin illiquid markets generally result in wide bid/offer spreads.

(d) The credit impact for loans held-for-sale is assumed to be zero because the loans are either suitable for sale or are covered by a government guarantee.

(e) The credit impact for consumer mortgage finance receivables and loans was quantified by applying internal credit 1oss assumptions to cash flow models.

(f)  The credit impact for on-balance sheet securitization debt is assumed to be zero until our economic interests in a particular securitization is reduced to
zero, at which point the losses on the underlying collateral will be expected to be passed through to third-party bondholders. Losses allocated to third-
party bondholders, including changes in the amount of losses allocated, will result in fair value changes due to credit. We aso monitor credit ratings and
will make credit adjustments to the extent any bond classes are downgraded by rating agencies.
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The following table provides the aggregate fair value and the aggregate unpaid principal balance for the fair value option-elected loans
and long-term debt instruments.

i¢Y2 2012 2011
Unpaid Unpaid
principal Fair principa Fair
December 31, ($ in millions) balance valueig¥2(a) balance valuei¢y4(a)
Assets

Mortgage loans held-for-sale, net

Total loans $ 2416 $ 2490 $ 3,766 $ 3,919
Nonaccrual loans 47 25 54 27
Loans 90+ days past duei¢¥2(b) 36 19 53 27
Consumer mortgage finance receivables and loans,i¢Y2net
Total loans [PXZ) [PXZ) 2,436 835
Nonaccrual |oansi¢¥4(c) (1273 (1273 506 209
Loans 90+i¢¥4days past duei ¢v2(b)i¢(c) [PX7) [PX7) 362 163
Liabilities
Long-term debt
On-balance sheet securitization debt $ i $ 2 $ (2559 $ (830)
Accrued expenses and other liabilities
Loan repurchase liahilities 1¢%2 1¢%2 (57) (29)

(@) Excludes accrued interest receivable.

(b) Loans 90+ days past due are also presented within the nonaccrual loan balance and the total 1oan balance; however, excludes government-insured loans
that are still accruing interest.

(c) Thefair value of consumer mortgage finance receivables and loans is calculated on a pooled basis, therefore, we allocated the fair value of nonaccrual
loans and loans 90+ days past due to individual loans based on the unpaid principal balances. For further discussion regarding the pooled basis, refer to
the previous section of this note titled Consumer mortgage finance receivables and loans, net.

Fair Value of Financial Instruments

The following table presents the carrying and estimated fair value of financial instruments, except for those recorded at fair value on a
recurring basis presented in the previous section of this note titled Recurring Fair Value. When possible, we use quoted market pricesto
determine fair value. Where quoted market prices are not available, the fair value isinternally derived based on appropriate valuation
methodol ogies with respect to the amount and timing of future cash flows and estimated discount rates. However, considerable judgment is
required in interpreting market data to develop estimates of fair value, so the estimates are not necessarily indicative of the amounts that could
be realized or would be paid in a current market exchange. The effect of using different market assumptions or estimation methodologies
could be material to the estimated fair values. Fair value information presented herein was based on information available at Decemberi¢%231,
2012 and 2011.

i¢¥e 2012 2011
Estimated fair value
Carrying Carrying  Estimated
December 31, ($ in millions) value Levelic¥21 Leveli¢¥2 Levelig3  Total vaue fair value
Financial assets
Loans held-for-sale, net (a) $ 2576 $ T2 $ 2490 $ 86 $ 2576 $ 8557 $ 8674
Finance receivables and loans, net (a) 97,885 (P27 (P27 98,907 98,907 113,252 113,576
Nonmarketable equity investments 303 [PA7) 272 34 306 419 423
Financial liabilities
Deposit liabilities $ 47915 $ % $ i $ 48,752 $ 48,752 $ 45050 $ 45,696
Short-term borrowings 7,461 6 T¢Ye 7,454 7,460 7,680 7,622
Long-term debti¢¥4(a)(b) 74,882 % 36,018 42,533 78,551 93,525 92,142

(@) Includesfinancial instruments carried at fair value due to fair value option elections. Refer to the previous section of this note titled Fair Value Option for
Financial Assets and Liabilities for further information about the fair value elections.
(b) The carrying value includes deferred interest for zero-coupon bonds of $321 million and $640 million at Decemberi¢¥231, 2Qlhd 2011, respectively.

The following describes the methodol ogies and assumptions used to determine fair value for the significant classes of financial
instruments. In addition to the valuation methods discussed below, we also followed guidelines for determining whether a market was not
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active and a transaction was not distressed. As such, we assumed the price that would be received in an orderly transaction (including a
market-based return) and not in forced liquidation or distressed sale.

IV2Z]

1P7)

(V27

1P7)

Loans held-for-sale, neti¢¥4i¢¥4i ¢4l oans helalefotassified as Level 2 include all GSE-eligible mortgage loans valued predominantly
using published forward agency prices. It aso includes any domestic loans and foreign loans where recently negotiated market
prices for the loan pool exist with acounterparty (which approximates fair value) or quoted market prices for similar loans are
available. Loans held-for-sale classified as Level 3 include al loans valued using internally devel oped valuation models because
observable market prices were not available. The loans are priced on a discounted cash flow basis utilizing cash flow projections
from internally developed models that utilize prepayment, default, and discount rate assumptions. To the extent available, we will
utilize market observable inputs such asinterest rates and market spreads. If market observable inputs are not available, we are
required to utilize internal inputs, such as prepayment speeds, credit losses, and discount rates.

Finance receivables and loans, neti;Y2A¥itiyHae exception of mortgage loans held-for-investment, the fair value of finance
receivables was based on discounted future cash flows using applicable spreads to approximate current rates applicable to each
category of finance receivables (an income approach using Level 3 inputs). The carrying value of commercial receivablesin certain
markets and certain other automotive- and mortgage-lending receivables for which interest rates reset on a short-term basis with
applicable market indices are assumed to approximate fair value either because of the short-term nature or because of the interest
rate adjustment feature. The fair value of commercial receivables in other markets was based on discounted future cash flows using
applicable spreads to approximate current rates applicable to similar assets in those markets.

For mortgage loans held-for-investment used as collateral for securitization debt, we used a portfolio approach with Level 3
inputs to measure these loans at fair value. The objective in fair valuing these loans (which are legally isolated and beyond the reach
of our creditors) and the related collateralized borrowings isto reflect our retained economic position in the securitizations. For
mortgage |oans held-for-investment that are not securitized, we used val uation methods and assumptions similar to those used for
mortgage |oans held-for-sale. These valuations consider unique attributes of the loans such as geography, delinquency status,
product type, and other factors. Refer to the section above titled Loans held-for-sale, net, for a description of methodologies and
assumptions used to determine the fair value of mortgage loans held-for-sale.

Deposit liabilitiesi¢Y4i Y4 ¢v2Deposit liabilities represent certain consumer and brokered bank deposits, mortgage escrow deposits, and
dealer deposits. The fair value of deposits at Level 3 were estimated by discounting projected cash flows based on discount factors
derived from the forward interest rate swap curve.

Debti¢vai¢¥i ¢ evel 2 debt was valued using quoted market pricesin inactive markets. Debt valued using internally derived inputs, such
as prepayment speeds and discount rates, was classified as Level 3.

26. Segment and Geographic Information

Operating segments are defined as components of an enterprise that engage in business activity from which revenues are earned and
expenses incurred for which discrete financia information is available that is evaluated regularly by our chief operating decision maker in
deciding how to allocate resources and in assessing performance.

We report our results of operations on aline-of-business basis through three operating segments - Automotive Finance operations,
Insurance operations, and Mortgage operations, with the remaining activity reported in Corporate and Other. The operating segments are
determined based on the products and services offered, and reflect the manner in which financial information is currently evaluated by
management. The following is a description of each of our reportable operating segments.

Automotive Finance operationsii## Provides automotive financing services to consumers and automotive dealers and includes the
automotive activities of Meridian Safe Bank. For consumées,reteibButomotive financing and leasing for new and used vehicles, and
through our commercial automotive financing operations, we fund dealer purchases of new and used vehicles through wholesale or
floorplan financing.

Insurance operationsi¢Y2i 468 both consumer finance and insurance products sold primarily through the automotive dealer
channel, and commercial insurance products sold to dealers. As part of our focus on offering dealers a broad range of consumer
finance and insurance products, we provide vehicle service contracts, maintenance coverage, and GAP products. We a so underwrite
selected commercial insurance coverages, which primarily insure dealers wholesale vehicle inventory in the United States.

Mortgagei¢ Y2operatiopigi vz Our ongoing Mortgage operations are conducted throlyridian SaféeBetakd to continue to originate a
modest level of jumbo and conventional conforming residential mortgages for our own portfolio through a select group of
correspondent lenders. Our Mortgage operations also include noncore business activities that are winding down or were business
activities of ResCap, which was deconsolidated on May 14, 2012, including, among other things: portfoliosin runoff; and our
mortgage reinsurance business.

Corporate and Other primarily consists of our centralized corporate treasury activities, such as management of the cash and corporate
investment securities portfolios, short- and long-term debt, retail and brokered deposit liabilities, derivative instruments, the amortization of
the discount associated with new debt issuances and bond exchanges, most notably from the December 2008 bond exchange, and the residual
impacts of our corporate funds-transfer pricing (FTP) and treasury asset liability management (ALM) activities. Corporate and Other also
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includes our Commercial Finance Group, certain equity investments, overhead that was previously allocated to operations that have since
been sold or classified as discontinued operations, and reclassifications and eliminations between the reportable operating segments.

We utilize an FTP methodology for the majority of our business operations. The FTPi¢%methodology assigns charrates and credit rates
to classes of assets and liabilities based on expected duration and the LIBOR swap curve plus an assumed credit spread. Matching duration
allocates interest income and interest expense to these reportabl e segments so their respective results are insulated from interest rate risk. This
methodology is consistent with our ALM practices, which includes managing interest rate risk centrally at a corporate level. The net residual
impact of the FTPi¢Y2methodology isincluded within the results of Corporate and Other

The information presented in our reportable operating segments and geographic areas tables that follow are based in part on internal
allocations, which involve management judgment.

Change in Reportable Segment Information

Asaresult of a change in management's view of our operations, we have changed the presentation of our reportable operating segments
during the year ended December 31, 2012. These changes include the following:

1¢¥2 During the fourth quarter of 2012, we announced that we had reached agreements to sell substantially al of our International
operations. As aresult, beginning in the fourth quarter of 2012, we are presenting our continuing Automotive Finance activities
under one reportable operating segment, Automoative Finance operations. Previously our Automotive Finance operations were
presented as two reportabl e operating segments, North American Automotive Finance operations and I nternational Automotive
Finance operations.

1¢% During the fourth quarter of 2012, we began to allocate certain expenses associated with deposit gathering activities and other
additional costs of holding liquidity to our Automotive Finance and Mortgage operations. These expenses were previously included
within our Corporate and Other activities. Additionally, we began to include overhead that was previously allocated to operations
that have since been sold or moved into discontinued operations within our Corporate and Other activities.

T¢%2 On May 14, 2012, the Debtors filed for relief under Chapter 11 of the Bankruptcy Code in the United States. As aresult of the
bankruptcy filing, ResCap was deconsolidated from our financia statements; and beginning in the second quarter of 2012, we
began presenting our mortgage business activities under one reportable operating segment, Mortgage operations. Previously our
Mortgage operations had been presented as two reportable operating segments, Origination and Servicing operations and Legacy
Portfolio and Other operations. The new presentation is consistent with the organizational alignment of the business and
management's current view of the mortgage business.
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Financial information for our reportable operating segments is summarized as follows.

Automotive Corporate

Year ended December 31, Finance Insurance Mortgage and Consolidatedi¢ %2
(% in millions) operations operations operations (a) Otheri¢%(b) (c)
2012
Net financing revenue (loss) $ 2,827 % 64 $ 151 % (1,173) $ 1,869
Other revenue (Ioss) 322 1,150 1,617 (60) 3,029
Total net revenue (loss) 3,149 1,214 1,768 (1,233) 4,898
Provision for loan losses 253 i¢% 86 (20) 329
Total noninterest expense 1,507 1,054 993 1,770 5,324
Income (loss) from continuing operations

before income tax expense $ 1,389 $ 160 $ 689 $ (2,993) $ (755)
Total assets $ 128,411 $ 8,439 §$ 14,744 $ 30,753 $ 182,347
2011
Net financing revenue (loss) $ 2530 $ 62 $ 210 $ 1,721) $ 1,081
Other revenue 422 1,336 961 178 2,897
Total net revenue (loss) 2,952 1,398 1,171 (1,543) 3,978
Provision for loan losses 89 i¢%e 150 (52) 188
Total noninterest expense 1,530 1,082 1,643 486 4,741
Income (loss) from continuing operations

before income tax expense $ 1333 $ 316 $ (622) $ (1,978) $ (951)
Total assets $ 112591 % 8036 $ 33906 $ 29526 $ 184,059
2010
Net financing revenue (10ss) $ 2697 $ 73 $ 589 $ (2,053) $ 1,306
Other revenue (Ioss) 724 1,728 1,998 (34) 4,416
Total net revenue (l0ss) 3,421 1,801 2,587 (2,087) 5,722
Provision for loan losses 260 (P23 144 (47) 357
Total noninterest expense 1,404 1,244 1,671 654 4973
Income (loss) from continuing operations

before income tax expense $ 1757 $ 557 $ 772 $ (2,694) $ 392
Total assets $ 97,961 $ 8789 $ 36,786 $ 28472 $ 172,008

(@) Representsthe ResCap legal entity (prior to its deconsolidation from Meridian Safe Bank as of May 14, 2012) and the mortgddexctistiti®af efBank.
(b) Total assets for the Commercial Finance Group were $1.5 hillion, $1.2 billion, and $1.6 billion at Decemberi¢%231, 2012011 and 2010, respectively.
(c) Net financing revenue after the provision for loan losses totaled $1.5 billion, $0.9 billion, and $0.9 hillion in 2012, 2011 and 2010, respectively.
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Information concerning principal geographic areas were asfollows.

Incomei ¥2(loss)
fromi¢Y2continuing

operations

Revenueiy¥. before income Neti;%income ldentifiable Long-lived
Year ended December 31, ($ in millions) (a) tax expense (b) (loss)i¢¥2(b)  assets (c) assets (d)
2012
Canada $ 236 % 51 $ 295 % 13,362 $ 1
Europe (€) 21 33 183 10,971 16
Latin America 2 (19) 219 8,050 33
Asia-Pacific 4 3 99 395 (P27
Total foreign 263 68 796 32,778 50
Total domestici¢(f) 4,635 (823) 400 149,542 13,831
Total $ 4898 $ (755) $ 1,196 $ 182320 $ 13,881
2011
Canada $ 175 $ (16) $ 436 $ 15,156 $ 282
Europe (€) (44) (11 175 9,976 92
Latin America (50) (105) 104 7,647 30
Asia-Pacific 2 ¢V 69 292 1¢Ye
Total foreign 83 (132) 784 33,071 404
Total domestici¢%4(f) 3,895 (819) (941) 150,470 9,236
Total $ 3978 % (951) $ (157) $ 183541 $ 9,640
2010
Canada $ 164 $ (35) $ 402 % 17,321 % 1,522
Europe (€) (58) (60) 278 11,321 406
Latin America 9 (14) 164 6,917 35
Asia-Pacific 4 6 7 202 T¢Y2
Total foreign 119 (103) 851 35,761 1,963
Total domestici¢Yx(f) 5,603 495 178 135,722 7,541
Total $ 5722 $ 392 3% 1029 $ 171483 $ 9,504

(@) Revenue consists of net financing revenue and total other revenue as presented in our Consolidated Statement of Income.

(b) The domestic amountsinclude original discount amortization of $349 million, $925 million, and $1.2 billion for the year ended Decemberi¢¥231, 2012011,
and 2010, respectively.

(c) Identifiable assets consist of total assets excluding goodwill.

(d) Long-lived assets consist of investment in operating leases, net, and net property and equipment.

(e) Amountsinclude eliminations between our foreign operations.

(f)  Amountsinclude eliminations between our domestic and foreign operations.

27. Parent and Guarantor Consolidating Financial Statements

Certain of our senior notes are guaranteed by a group of subsidiaries (the Guarantors). The Guarantors, each of which is a 100% directly
owned subsidiary of Meridian Safe Banki ¢v/Aherjdian Safe Banki¢2USi¢Y4LLC, | Bi¢YaFinghtelHoldBhiGanogingnd GMAC
Continentali¢%2Corporation (GMAC Continental)he Guarantors fully and unconditionally guarantee the senior notes on ajoint and several
basis. In connection with the purchase and sale agreement with General Motors Financial (GMF) described in Note 2, all of the common
stock of GMAC Continental will be sold to GMF. Following the closing of this equity sale transaction, GMAC Continental will ceaseto be a
Guarantor, and the proceeds from the sale of GMAC Continental will be reinvested in IB Finance or asubsidiary of I1B Finance. Following the
completion of thistransaction, IB Finance and Meridian Safe Bank US LLC will remain note Guarantors.

The following financial statements present condensed consolidating financial data for (i)l#éridian Safe Bank. (on a parent company-only
basis), (ii)i¢¥2the Guarantors, (iii)i¢¥4the nonguarantor subsidiaries (all other subsidiaries), and (iv)i¢Yzan elimination column for adjustments to arrive
at (v) theinformation for the parent company, Guarantors, and nonguarantors on a consolidated basis.

Investments in subsidiaries are accounted for by the parent company and the Guarantors using the equity-method for this presentation.
Results of operations of subsidiaries are therefore classified in the parent companyigiand Guarantorsi ittvestment in subsidiaries accounts. The
elimination entries set forth in the following condensed consolidating financial statements eliminate distributed and undistributed income of
subsidiaries, investmentsin subsidiaries, and intercompany balances and transactions between the parent, Guarantors, and nonguarantors.
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Condensed Consolidating Statements of Income and Comprehensive Income

Consolidating Meridian Safe Bank

Year ended December 31, 2012 ($i¢%zini¢Y2millions) Parent Guarantors  Nonguarantors adjustments  consolidated
Financing revenue and other interest income
Interest and fees on finance receivables and loans $ 852 $ T2 $ 3751 $ i $ 4,603
Interest and fees on finance receivables and loans i¢Y2 intercompany 116 i¢%e 22 (138) i¢%e
Interest on loans held-for-sale 15 [127] 140 i¢Ye 155
Interest on trading assets i¢%e i¢%e 13 i¢Ye 13
Interest and dividends on available-for-sale investment securities i¢% i¢% 292 i¢Ye 292
Interest-bearing cash 16 i¢Ye 10 1¢Ye 26
Interest-bearing cash i¢Y2 intercompany % % 16 (16) (127
Operating leases 232 i¢%e 2,147 i¢%e 2,379

Tota financing revenue and other interest income 1,231 (1273 6,391 (154) 7,468
Interest expense
Interest on deposits 58 i¢% 586 i¢Ye 644
Interest on short-term borrowings 60 i¢Ye 30 1¢Ye 90
Interest on long-term debt 2,688 % 795 @17 3,466
Interest on intercompany debt 1) 1 132 (132) i¢%e

Total interest expense 2,805 1 1,543 (149) 4,200
Depreciation expense on operating lease assets 113 i¢% 1,286 i¢%e 1,399

Net financing (loss) revenue (1,687) 1) 3,562 (5) 1,869
Dividends from subsidiaries

Nonbank subsidiaries 1,074 448 1¢Ye (1,522) 1¢Ye
Other revenue
Servicing fees 191 [127] 510 i¢Ye 701
Servicing asset valuation and hedge activities, net i¢%e i¢%e (8) i¢Ye (8)

Tota servicing income, net 191 [1AZ] 502 i¢Ye 693
Insurance premiums and service revenue earned i¢Ye i¢Ye 1,059 1¢Ye 1,059
(Loss) gain on mortgage and automotive loans, net 2 % 534 (127 532
L oss on extinguishment of debt i¢%e i¢%e (148) i¢%e (148)
Other gain on investments, net [127] [127] 146 i¢Ye 146
Other income, net of losses 173 474 1,290 (1,190) 47

Total other revenue 362 474 3,383 (1,190) 3,029
Total net (loss) revenue (251) 921 6,945 (2,717) 4,898
Provision for loan losses 81 i¢Ye 248 1¢Ye 329
Noninterest expense
Compensation and benefits expense 760 473 608 (476) 1,365
Insurance losses and |oss adjustment expenses i¢% i¢% 461 i¢%e 461
Other operating expenses 1,128 1 3,083 (714) 3,498

Total noninterest expense 1,888 474 4,152 (1,190) 5,324
(Loss) income from continuing operations before income tax

benefit and undistributed income of subsidiaries (2,220) 447 2,545 (1,527) (755)

Income tax benefit from continuing operations 172) i¢%2 (1,112) i¢%2 (1,284)
Net (loss) income from continuing operations (2,048) 447 3,657 (1,527) 529
Income (loss) from discontinued operations, net of tax 119 (93) 641 i¢Ye 667
Undistributed income of subsidiaries

Bank subsidiary 859 859 [1273 (1,718) i¢%e

Nonbank subsidiaries 2,266 (105) 1Y (2,161) i¢%e
Net income $ 1,196 $ 1,108 $ 4298 $ (5,406) $ 1,196
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Consolidating

Meridian Safe Bank

Year ended December 31, 2012 ($i¢Yzini¢¥amillions) Parent Guarantors  Nonguarantors adjustments  consolidated
Net income $ 1,196 $ 1,108 $ 4298 $ (5,406) $ 1,196
Other comprehensive (loss) income, net of tax
Unrealized gains on investment securities
Net unrealized gains arising during the period 190 39 329 (227) 331
Less: Net realized gains (losses) reclassified to net income T¢Ye T¢Ye 141 [PX7) 141
Net change 190 39 188 (227) 190
Trandation adjustments and net investment hedges
Trandation adjustments 184 114 205 (319) 184
Hedges (168) (1273 i¢% i¢% (168)
Net change 16 114 205 (319) 16
Cash flow hedges
Net unrealized gains arising during the period 4) 4) 4) 8 4)
Defined benefit pension plans
Net gains (losses), prior service costs, and transition
obligations arising during the period 22 T¢%2 (36) (22) (36)
Less: Net losses, prior service costs, and transition
obligations reclassified to net income (1273 (1273 (58) i¢% (58)
Net change 22 [PA7) 22 (22) 22
Other comprehensive (loss) income, net of tax 224 149 411 (560) 224
Comprehensive (loss) income $ 1,420 $ 1,257 $ 4,709 $ (5,966) $ 1,420
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Consolidating Meridian Safe Bank

Year ended December 31, 2011 ($i¢ %ini¢millions) Parent Guarantors Nonguarantors adjustments consolidated
Financing revenue and other interest income
Interest and fees on finance receivables and loans 1,071 $ i $ 3348 $ (10) $ 4,409
Interest and fees on finance receivables and loans i Y2 intercompany 213 (1223 26 (239) 1223
Interest on loans held-for-sale 5 [P22) 327 1¢Ye 332
Interest on trading assets [P22) [P22) 19 1¢Ye 19
Interest and dividends on available-for-sale investment securities 4 [P2Z) 347 (P22 351
Interest-bearing cash 5 [P2Z) 16 (P22 21
Operating leases 713 (2] 1,216 1¢Ye 1,929

Tota financing revenue and other interest income 2,011 (P22 5,299 (249) 7,061
Interest expense
Interest on deposits 65 [P22) 549 1¢Ye 614
Interest on short-term borrowings 56 [P2Z) 60 (P22 116
Interest on long-term debt 3,405 (0] 926 (21) 4,309
Interest on intercompany debt (13) 2 236 (225) i¢Ye

Total interest expense 3,513 1 1,771 (246) 5,039
Depreciation expense on operating |ease assets 250 (P2 691 Y2 941

Net financing (loss) revenue (1,752) @ 2,837 3) 1,081
Dividends from subsidiaries

Nonbank subsidiaries 1,383 [P2Z) (P22 (1,383) [P22)
Other revenue
Servicing fees 270 (1223 1,089 Q) 1,358
Servicing asset valuation and hedge activities, net (P2 (P2 (789) Y2 (789)

Total servicing income, net 270 (P22 300 @ 569
Insurance premiums and service revenue earned [P2Z) [P2Z) 1,170 (P22 1,170
Gain on mortgage and automotive loans, net 22 (P23 448 1¢%2 470
L oss on extinguishment of debt (64) [P Y2 i¢Ye (64)
Other gain on investments, net 10 (1223 249 11223 259
Other income, net of losses (167) 37 1,287 (664) 493

Total other revenue 71 37 3,454 (665) 2,897
Total net (loss) revenue (298) 36 6,291 (2,051) 3,978
Provision for loan losses 58 1¢Ye 130 (P22 188
Noninterest expense
Compensation and benefits expense 694 37 628 37) 1,322
Insurance losses and | oss adjustment expenses [P22) [P22) 483 1¢Ye 483
Other operating expenses 546 1 3,017 (628) 2,936

Total noninterest expense 1,240 38 4,128 (665) 4,741
(Loss) income from continuing operations before income tax

gg%r;?éligr?é(spense and undistributed income (loss) of (1,596) @ 2,033 (1,386) (951)

Income tax (benefit) expense from continuing operations (616) (0] 668 11223 51
Net (loss) income from continuing operations (980) Q) 1,365 (1,386) (1,002)
Income (loss) from discontinued operations, net of tax 24 8) 826 3 845
Undistributed income (loss) of subsidiaries

Bank subsidiary 1,254 1,254 Y2 (2,508) 1%

Nonbank subsidiaries (455) 477 1¢%2 (22) 1¢Y%2
Net (loss) income 157) $ 1,722 2191 $ (3913) $ (157)
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Consolidating Meridian Safe Bank

Year ended December 31, 2011 ($i¢, Y2ini;Y¥2millions) Parent Guarantors Nonguarantors adjustments consolidated
Net (loss) income $ as7) $ 1722 $ 2191 $ (3913) $ (157)
Other comprehensive (loss) income, net of tax
Unrealized (losses) gains on investment securities

Net unrealized (losses) gains arising during the period (82 50 171 57 196

Less: Net realized gains reclassified to net income 6 ¢V 278 (P22 284

Net change (88) 50 (107) 57 (88)
Trandation adjustments and net investment hedges

Translation adjustments (237) (114) (219) 333 (237)

Hedges 173 IP27) 1¢Y2 1¢Y2 173

Net change (64) (114 (219) 333 (64)
Defined benefit pension plans

Net (losses) gains, prior service costs, and transition

obligations arising during the period (20 1 (27) 19 27)

Less: Net losses, prior service costs, and transition

obligations reclassified to net income (P23 (P23 @) (127 @)

Net change (20 1 (20) 19 (20)
Other comprehensive (loss) income, net of tax (272) (63) (346) 409 (272
Comprehensive (loss) income $ (329 $ 1659 $ 1845 $ (3504) $ (329)
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Consolidating Meridian Safe Bank

Year ended December 31, 2010 ($i¢%2ini¢Y2millions) Parent Guarantors Nonguarantors adjustments consolidated
Financing revenue and other interest income
Interest and fees on finance receivables and loans $ 938 $ i $ 3538 $ @ $ 4,475
Interest and fees on finance receivables and |oans i ¢ intercompany 411 (P22 4 (415) (P27
Interest on loans held-for-sale 75 [P2Z) 512 1¢Ye 587
Interest on trading assets [P2Z) [P2Z) 15 1¢Ye 15
Interest and dividends on available-for-sale investment securities 4 (P23 321 2 323
Interest and dividends on available-for-sale investment securitiesi¢yz
intercompany 112 i¢%e 9 (121) 1%
Interest-bearing cash 13 (1223 21 1223 34
Operéting leases 1,063 [P2Z) 1,520 1¢Ye 2,583

Total financing revenue and other interest income 2,616 (P2 5,940 (539) 8,017
Interest expense
Interest on deposits 52 [P2Z) 527 (P22 579
Interest on short-term borrowings 43 (P23 98 ¢ 141
Interest on long-term debt 3,735 (0] 1,026 (20) 4,740
Interest on intercompany debt (21) 2 417 (398) (P22

Total interest expense 3,809 1 2,068 (418) 5,460
Depreciation expense on operating lease assets 435 (P23 816 (P23 1,251

Net financing (loss) revenue (1,628) (0] 3,056 (121) 1,306
Dividends from subsidiaries

Nonbank subsidiaries 182 1 Y2 (183) (P2
Other revenue
Servicing fees 434 (P2 1,055 (0] 1,488
Servicing asset valuation and hedge activities, net (P23 (P23 (394) (P23 (394)

Total servicing income, net 434 i 661 D 1,094
Insurance premiums and service revenue earned (1273 (1273 1,371 ¢ 1,371
Gain on mortgage and automotive loans, net 31 [P2Z) 1,208 (P22 1,239
L oss on extinguishment of debt (127) (P22 9) 12 (224)
Other gain on investments, net 6 (P2 502 (6) 502
Other income, net of losses (151) (P23 1,046 (561) 334

Tota other revenue 193 i 4,779 (556) 4,416
Total net (loss) revenue (1,253) (1273 7,835 (860) 5,722
Provision for loan losses (200) [P2Z) 557 (P22 357
Noninterest expense
Compensation and benefits expense 785 [P2Z) 563 1¢Ye 1,348
Insurance losses and | oss adjustment expenses [P2Z) [P2Z) 547 (P22 547
Other operating expenses 744 i 2,930 (596) 3,078

Total noninterest expense 1,529 (1273 4,040 (596) 4,973
(Loss) income from continuing operations before income tax

(benefit) expense and undistributed income of subsidiaries (2,582) (P2 3,238 (264) 392

Income tax (benefit) expense from continuing operations (574) i¢Y2 678 (P23 104
Net (loss) income from continuing operations (2,008) i 2,560 (264) 288
Income from discontinued operations, net of tax 150 3 592 4 741
Undistributed income of subsidiaries

Bank subsidiary 902 902 Y2 (2,804) (P2

Nonbank subsidiaries 1,985 259 1¢Ya (2,244) 1¢Ye
Net income $ 1,029 $ 1164 $ 3152 $ (4316) $ 1,029
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Consolidating Meridian Safe Bank

Year ended December 31, 2010 ($i¢%2ini¢Y2millions) Parent Guarantors Nonguarantors adjustments consolidated
Net income $ 1,029 $ 1164 $ 3152 % (4,316) $ 1,029
Other comprehensive (loss) income, net of tax
Unrealized (losses) gains on investment securities

Net unrealized (losses) gains arising during the period a74) (85) 649 (70) 320

Less: Net realized gains reclassified to net income 3 T¢Ye 499 (5) 497

Net change a77) (85) 150 (65) (177)
Trandation adjustments and net investment hedges

Translation adjustments 165 442 630 (1,072) 165

Hedges (182) 1¢Ye 1¢%2 (P23 (182)

Net change a7 442 630 (1,072) a7)
Cash flow hedges

Net unrealized gains arising during the period 33 1¢Ye (P23 (1223 33
Defined benefit pension plans

Net losses, prior service costs, and transition obligations

arising during the period (40) (P27 (812) 62 (59)

Less: Net losses, prior service costs, and transition

obligations reclassified to net income 1¢Ye 1¢Ye (19 (P23 (219

Net change (40) i¢Y% (62) 62 (40)
Other comprehensive (loss) income, net of tax (201) 357 718 (1,075) (201)
Cumulative effect of change in accounting principle (a) 4 1¢%e 4 4 4
Comprehensive income $ 824 $ 1521 $ 3866 $ (5,387) $ 824

(@) Relatesto the adoption of ASU 2009-17, Improvements to Financial Reporting by Enterprises Involved with Variable Interest Entities.
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Condensed Consolidating Balance Sheet

Nonguarantors  Consolidating Meridian Safe Bank

December 31, 2012 ($ in millions) Parent (a) Guarantors (a) adjustments  consolidated
Assets
Cash and cash equivalents

Noninterest-bearing $ 729 % % $ 344 3 i $ 1,073

Noninterest-bearingi¢¥2i¢¥2 intercompany 39 g% % (39) (127

Interest-bearing 3,204 (1273 3,236 i¢Ye 6,440

I nterest-bearingi¢¥2i ¢z intercompany (1273 (1273 452 (452) i¢Ye

Total cash and cash equivalents 3,972 % 4,032 (491) 7,513
Investment securities (1273 (1273 14,178 i¢Ye 14,178
L oans held-for-sale, net (1273 (1273 2,576 i¢Ye 2,576
Finance receivables and loans, net

Finance receivables and loans, net 12,486 (1273 86,569 i¢Ye 99,055

Intercompany loans to

Bank subsidiary 1,600 % T¢%2 (1,600) (127
Nonbank subsidiaries 3,514 % 672 (4,186) (127

Allowance for |oan losses (170) % (1,000) [1X7) (1,170)

Tota finance receivables and loans, net 17,430 % 86,241 (5,786) 97,885
Investment in operating leases, net 2,003 % 11,547 [1X7) 13,550
Intercompany receivables from

Bank subsidiary 677 % T¢%2 (677) (127

Nonbank subsidiaries 315 334 378 (1,027) (127
Investment in subsidiaries

Bank subsidiary 14,288 14,288 i¢Ye (28,576) i¢Ye

Nonbank subsidiaries 19,180 3,723 [1X7) (22,903) (127
Mortgage servicing rights (1273 (1273 952 i¢Ye 952
Premiums receivable and other insurance assets (1273 (1273 1,609 i¢Ye 1,609
Other assets 2,514 [PAZ] 9,968 (574) 11,908
Assets of operations held-for-sale 855 762 30,582 (23) 32,176
Total assets $ 61,234 $ 19,107 $ 162,063 $ (60,057) $ 182,347
Liabilities
Deposit liabilities

Noninterest-bearing $ g% $ g% $ 1977 $ i $ 1,977

Noninterest-bearingi¢¥2i¢¥2 intercompany % % 39 (39) (127

Interest-bearing 983 (1273 44,955 i¢Ye 45,938

Total deposit liabilities 983 [PAZ] 46,971 (39) 47,915
Short-term borrowings 3,094 (1273 4,367 i¢Ye 7,461
Long-term debt 32,342 (1273 42,219 i¢Ye 74,561
Intercompany debt to

Nonbank subsidiaries 530 % 5,708 (6,238) (127
Intercompany payables to

Bank subsidiary 752 (1273 i¢%e (752) i¢Ye

Nonbank subsidiaries 674 % 278 (952) (127
Interest payable 748 (1273 184 i¢Ye 932
Unearned insurance premiums and service revenue (1273 (1273 2,296 i¢Ye 2,296
Accrued expenses and other liabilities 2,187 451 4,517 (570) 6,585
Liahilities of operations held-for-sale 26 725 21,948 [1X7) 22,699
Totd liabilities 41,336 1,176 128,488 (8,551) 162,449
Total equity 19,898 17,931 33,575 (51,506) 19,898
Totd liabilities and equity $ 61,234 $ 19,107 $ 162,063 $ (60,057) $ 182,347

(@ Amounts presented are based upon the legal transfer of the underlying assetsto VIEsin order to reflect legal ownership.
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Nonguarantors ~ Consolidating Meridian Safe Bank

December 31, 2011 ($ in millions) Parent (a) Guarantors (a adjustments consolidated
Assets
Cash and cash equivalents

Noninterest-bearing $ 1,413 $ Y $ 1,062 $ e $ 2,475

Interest-bearing 4,848 14 5,698 1¢Ye 10,560

I nterest-bearingi¢¥4i¢Y2 intercompany [P22) [P22) 516 (516) 1¢Ye

Total cash and cash equivalents 6,261 14 7,276 (516) 13,035
Trading assets [P2Z) [P2Z) 622 (P22 622
Investment securities [PEZ) [PEZ) 15,135 (P22 15,135
Loans held-for-sale, net 425 [P22) 8,132 1¢Ye 8,557
Finance receivables and loans, net

Finance receivables and loans, net 15,151 476 99,128 1¢Ye 114,755

Intercompany loans to

Bank subsidiary 4,920 (P23 1¢%2 (4,920) 1¢%2
Nonbank subsidiaries 5,397 356 550 (6,303) i¢Ye

Allowance for |oan losses (245) 2 (1,256) Y2 (1,503)

Tota finance receivables and loans, net 25,223 830 98,422 (11,223) 113,252
Investment in operating leases, net 928 [P22) 8,347 1¢Ye 9,275
Intercompany receivables from

Bank subsidiary 82 (P23 1¢%2 (82) 1¢Y%2

Nonbank subsidiaries 1,070 327 577 (1,974) 1¢Ye
Investment in subsidiaries

Bank subsidiary 13,094 13,094 1¢Ya (26,188) 1¢Ye

Nonbank subsidiaries 17,433 3,809 1¢Ye (21,242) 1¢Ye
Mortgage servicing rights (P23 (P23 2,519 1% 2,519
Premiums receivable and other insurance assets [P2Z) [P2Z) 1,853 (P22 1,853
Other assets 2,664 2 16,713 (638) 18,741
Assets of operations held-for-sale (74) (1223 1,244 11223 1,070
Total assets $ 67,006 $ 18076 $ 160,840 $ (61,863) $ 184,059
Liabilities
Deposit liahilities

Noninterest-bearing $ i $ i $ 2029 $ i $ 2,029

Interest-bearing 1,768 (2] 41,253 1¢Ye 43,021

Total deposit liabilities 1,768 (P22 43,282 Y2 45,050
Short-term borrowings 2,756 136 4,788 1¢Ye 7,680
Long-term debt 39,615 214 53,056 1¢Ye 92,885
Intercompany debt to

Nonbank subsidiaries 574 492 10,673 (12,739) 1¢Y%2
Intercompany payablesto

Bank subsidiary 39 (P22 Y2 (39) Y2

Nonbank subsidiaries 1,266 1 750 (2,017) Y2
Interest payable 1,167 3 417 (P22 1,587
Unearned insurance premiums and service revenue [P2Z) [P2Z) 2,576 (P22 2,576
Accrued expenses and other liabilities 541 323 14,438 (638) 14,664
Liabilities of operations held-for-sale [PEZ) [PEZ) 337 e 337
Total liabilities 47,726 1,169 130,317 (14,433) 164,779
Tota equity 19,280 16,907 30,523 (47,430) 19,280
Totdl liabilities and equity $ 67,006 $ 18,076 $ 160,840 $ (61,863) $ 184,059

(@ Amounts presented are based upon the legal transfer of the underlying assetsto VIEsin order to reflect legal ownership.
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Condensed Consolidating Statement of Cash Flows

Consolidating

Meridian Safe Bank

Year ended Decemberi¢%231,i; %30h2nillions) Parent Guarantors  Nonguarantors  adjustments  consolidated
Operating activities
Net cash provided by (used in) operating activities $ 102 $ 306 $ 5862 $ (1,221) $ 5,049
Investing activities
Purchases of available-for-sale securities (1273 (1273 (12,816) i¢%e (12,816)
Proceeds from sales of available-for-sale securities % % 7,662 ¢ % 7,662
Proceeds from maturities and repayments of available-for-sale

securities i¢Ye i¢Ye 5,673 1¢Ye 5,673
Net decrease (increase) in finance receivables and loans 3,027 2 (14,972) i¢%e (11,943)
Proceeds from sales of finance receivables and loans 352 [127] 1,980 i¢Ye 2,332
Net decrease in loans i¢¥2 intercompany 3,879 105 129 (4,113) %
Net increase in operating lease assets (2,268) i¢% (3,431) i¢Ye (5,699)
Capital contributions to subsidiaries (261) i¢Ye 1¢Ye 261 1¢Ye
Returns of contributed capital 2,079 i¢Ye 1¢Ye (2,079) 1¢Ye
Net cash effect from deconsolidation of ResCap i¢%e i¢%e (539) i¢%e (539)
Proceeds from sale of business units, net 29 [127] 487 i¢Ye 516
Other, net (247) (13) (1,481) g% (1,741)
Net cash provided by (used in) investing activities 6,590 94 (17,308) (5,931) (16,555)
Financing activities
Net change in short-term borrowings i¢% third party 338 25 2,331 (127 2,694
Net increase in bank deposits i¢%e i¢%e 7,619 (39) 7,580
Proceeds from issuance of long-term debt 1¢%% thirdi¢Yzparty 3,613 70 35,718 i¢%e 39,401
Repayments of long-term debt 1¢%% third party (11,238) (73) (28,598) i¢%e (39,909)
Net change in debt ¢% intercompany (44) (149) (3,984) 4,177 icYe
Dividends paid ¢ third party (802) i¢Ye 1¢Ye 1¢Ye (802)
Dividends paid and returns of contributed capital i¢Y2 intercompany % (457) (2,843) 3,300 (127
Capital contributions from parent i¢%e 169 92 (261) i¢%e
Other, net (785) 1 (143) (127 (927)
Net cash (used in) provided by financing activities (8,918) (414) 10,192 7,177 8,037
Effect of exchange-rate changes on cash and cash equivalents (63) i¢% 5 icYe (58)
Net decrease in cash and cash equivalents (2,289) (14) (1,249) 25 (3,527)
Adg]lélsén}(e)rr]t ;I?[e change in cash and cash equivalents of operations e e (1,995) o (1,995)
Cash and cash equivalents at beginning of year 6,261 14 7,276 (516) 13,035
Cash and cash equivalents at end of year $ 3972 $ i $ 4,032 $ (491) $ 7,513
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Consolidating Meridian Safe Bank

Year ended Decemberi¢y%31,i44%0h millions) Parent Guarantors Nonguarantors adjustments consolidated
Operating activities
Net cash provided by operating activities $ 2695 $ 209 $ 3973 $ (1,384) $ 5,493
Investing activities
Purchases of available-for-sale securities (P22 (P22 (29,377) Y2 (19,377)
Proceeds from sales of available-for-sale securities 1,494 e 12,738 [122) 14,232
Proceeds from maturities and repayments of available-for-sale

securities 1 (2] 4,964 1¢Ye 4,965
Net increase in finance receivables and loans (2,933) (51) (14,014) 11223 (16,998)
Proceeds from sales of finance receivables and loans 1,346 [P22) 1,522 1¢Ye 2,868
Net decrease (increase) in loans i¢Y2 intercompany 2,743 11 (88) (2,666) i¢Ye
Net decrease (increase) in operating lease assets 2,890 (P23 (3,901) 1% (1,012)
Capital contributions to subsidiaries (1,634) (855) 1¢%2 2,489 1¢%2
Returns of contributed capital 1,255 [P Y2 (1,255) i¢Ye
Proceeds from sale of business units, net [P22) [P22) 50 1¢Ye 50
Other, net 124 @ 1,020 Y2 1,143
Net cash provided by (used in) investing activities 5,286 (896) (17,086) (1,432) (14,128)
Financing activities
Net change in short-term borrowings i¢% third party 237 47 230 1¢%2 514
Net increase in bank deposits (P22 (P22 5,840 P22 5,840
Proceeds from issuance of long-term debt 1¢%% thirdi¢Yzparty 3,201 200 41,353 1¢Ye 44,754
Repayments of long-term debt i¢%% third party (9,414) (226) (30,833) Y2 (40,473)
Net change in debt i¢Y2 intercompany 71 30 (2,755) 2,654 i¢Ye
Dividends paid i¢% third party (819) (P23 Y2 1% (819)
Dividends paid and returns of contributed capital ¢z intercompany (P23 (207) (2,431) 2,638 1¢Y%2
Capital contributions from parent (1223 855 1,634 (2,489) 11223
Other, net 308 [122] (74) 1¢Ye 234
Net cash (used in) provided by financing activities (6,416) 699 12,964 2,803 10,050
Effect of exchange-rate changes on cash and cash equivalents 31 (P22 18 (P22 49
Net increase (decrease) in cash and cash equivalents 1,596 12 (131) (13) 1,464
Adjustment for change in cash and cash equivalents of operations

held-for-sale (P22 (P22 (99) Y2 (99)
Cash and cash equivalents at beginning of year 4,665 2 7,506 (503) 11,670
Cash and cash equivalents at end of year $ 6,261 $ 14 % 7276 $ (516) $ 13,035
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Consolidating Meridian Safe Bank

Year ended Decemberi¢¥431,i:/480t0millions) Parent Guarantors Nonguarantors adjustments consolidated
Operating activities
Net cash provided by operating activities $ 4552 $ 13 % 7230 $ (188) $ 11,607
Investing activities
Purchases of available-for-sale securities (1,485) (P22 (22,631) Y2 (24,116)
Proceeds from sales of available-for-sale securities 41 (P22 17,872 (42) 17,872
Proceeds from maturities and repayments of available-for-sale

securities [PEZ) [PEZ) 4,527 (P22 4,527
Net decrease in investment securitiesi¢¥4i¢%2 intercompany 323 (P23 260 (583) i¢Y2
Net (increase) decrease in finance receivables and loans (5,177) 96 (12,263) Y2 (17,344)
Proceeds from sales of finance receivables and loans 6 [P22) 3,132 1¢Ye 3,138
Net decrease (increase) in loans i¢%2 intercompany 7,736 (283) (302) (7,151) 1%
Net (increase) decrease in operating lease assets (2,770) (P23 7,846 1¢%2 5,076
Capital contributions to subsidiaries (2,036) (1,737) 1Y 3,773 11223
Returns of contributed capital 880 (P22 Y2 (880) Y2
Proceeds from sale of business unit, net 59 [P22) 102 1¢Ye 161
Other, net 104 @ 3,016 (P22 3,119
Net cash (used in) provided by investing activities (2,319) (1,925) 1,559 (4,882) (7,567)
Financing activities
Net change in short-term borrowings i¢%2 third party 735 50 (4,414) e (3,629)
Net increase in bank deposits [P22) [P22) 6,556 1¢Ye 6,556
Proceeds from issuance of long-term debt i¢%% thirdi¢Ysparty 5,824 90 33,047 11 39,002
Repayments of long-term debt i¢%% third party (4,292) (256) (44,982) (P22 (49,530)
Net change in debt 1¢%2 intercompany 243 300 (7,774) 7,231 1%
Dividends paid i¢% third party (1,253) (P23 1¢%2 1¢%2 (1,253)
Dividends paid and returns of contributed capital ¢ intercompany (1223 (1223 (1,068) 1,068 11223
Capital contributions from parent (1223 1,725 2,048 (3,773) 1223
Other, net 418 [P22) 451 1¢Ye 869
Net cash provided by (used in) financing activities 1,675 1,909 (16,136) 4,567 (7,985)
Effect of exchange-rate changes on cash and cash equivalents (P23 (P23 102 1% 102
Net increase (decrease) in cash and cash equivalents 3,908 (©)] (7,245) (503) (3,843)
Adjustment for change in cash and cash equivalents of operations

held-for-sale [P22) [P22) 725 1¢Ye 725
Cash and cash equivalents at beginning of year 757 5 14,026 (P22 14,788
Cash and cash equivalents at end of year $ 4665 $ 2 % 7506 $ (503) $ 11,670

28. Guarantees and Commitments
Guarantees

Guarantees are defined as contracts or indemnification agreements that contingently require us to make payments to third parties based
on changes in the underlying agreements with the guaranteed parties. The following summarizes our outstanding guarantees, including those
of our discontinued operations, made to third parties on our Consolidated Balance Sheet, for the periods shown.

(P52 2012 2011
Carryingi¢ %2 Carryingi¢y
Maximum value Maximum vaue
Decemberi¢¥23$,igvmillions) liability of liability liability of liability
Default automotive repurchases $ 1,897 $ i $ 1,600 $ ¢
Standby |etters of credit and other guarantees 274 44 333 88

Default Automotive Repurchases

Certain of our discontinued international automotive financing businesses provide certain investors in our on-balance sheet arrangements
(securitizations) and whole-loan transactions with repurchase commitments for loans that become contractually delinquent within a specified
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time from their date of origination or purchase. The maximum obligation represents the principal balance for loans sold that are covered by
these stipulations. Refer to Note 10 for further information regarding our securitization trusts.

Standby Letters of Credit

Our Commercial Finance Group issues standby letters of credit to customers that represent irrevocable guarantees of payment of
specified financia obligations. Third-party beneficiaries primarily utilize standby letters of credit as insurance in the event of nonperformance
by our customers. Assets of the customers (e.g.,i¢¥4rade receivables, inventpand cash deposits) generally collateralize letters of credit.
Expiration dates on letters of credit range from certain ongoing commitments that will expire during the upcoming year to terms of severa
yearsfor certain letters of credit.

If nonperformance by a customer occurs for letters of credit, we can be liable for payment of the letter of credit to the beneficiary with
our likely recourse being a charge back to the customer or liquidation of the collateral. The majority of customers with whom we have letter
of credit exposure fall into the i ¢Y2acceptabl ei¢2 risk-rating category of our Commercia Finance Group's internal risk-rating systdnrs category
isessentially at the midpoint of our risk rating classifications.

Commitments
Financing Commitments
The contractual commitments were as follows.

Decemberi¢%23$,in millions) 2012 2011
Commitments to
Sell mortgages or securitiesi¢¥4(a) $ 6,282 $ 12,632
Originate/purchase mortgages or securitiesi¢¥%(a) 4,249 6,741
Provide capital to investeesi¢¥4(b) 86 56
Provide retail automotive receivables to third-parties (c) 425 1,779
Warehouse and construction-lending commitmentsi¢%2(d) 100 1,018
Home equity lines of crediti¢Y(€) 411 2,234
Unused revolving credit line commitmentsi¢%4(f) 668 1,304

(@ Amounts primarily include commitments accounted for as derivatives.

(b) We are committed to contribute capital to certain private equity funds. The fair value of these commitmentsis considered in the overall valuation of the
underlying assets with which they are associated.

(c) Certain of our discontinued international automotive financing businesses are committed to provide retail automotive receivablesto third-party banksin
exchange for secured debt. The transaction does not meet the definition of asale.

(d) Thefair value of these commitmentsis considered in the overall valuation of the related assets.

(e) We are committed to fund the remaining unused balances on home equity lines of credit for certain home equity loans sold into securitization structures
(both on- and off-balance sheet structures) if certain deal-specific triggers are met. At Decemberi¢231, 2QtBe commitments to fund home equity lines of
credit in off-balance sheet securitizations represented $0 million of the total unfunded commitments.

(f)  Theunused portion of revolving lines of credit reset at prevailing market rates and, as such, approximate market value.

The mortgage-lending and revolving credit line commitments contain an element of credit risk. Management reduces its credit risk for
unused mortgage-lending and unused revolving credit line commitments by applying the same credit policiesin making commitments as it
does for extending loans. We typically require collateral as these commitments are drawn.

Lease Commitments

Future minimum rental payments required under operating leases, primarily for real property, with noncancel able lease terms expiring
after Decemberi¢?231, 2Q12e as follows.

Year ended Decemberi¢%23$,in millions) (P22 P2

2013 $ 70
2014 62
2015 50
2016 29
2017 18
2018 and thereafter 23
Total minimum payment required $ 252

Certain of the leases contain escalation clauses and renewal or purchase options. Rental expenses under operating leases were $63
million, $79 million, and $84 million in 2012, 2011, and 2010, respectively.
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Contractual Commitments

We have entered into multiple agreements for information technology, marketing and advertising, and voice and communication
technology and maintenance. Many of the agreements are subject to variable price provisions, fixed or minimum price provisions, and
termination or renewal provisions.

Year ended Decemberi¢23$,in millions) (P22 P2

2013 $ 253
2014 and 2015 159
2016 and 2017 74
2018 and thereafter 25
Total future payment obligations $ 511

29. Contingencies and Other Risks
In the normal course of business, we enter into transactions that expose us to varying degrees of risk.

Concentration with GM and Chrysler

The profitability and financial condition of our operations are heavily dependent upon the performance, operations, and prospects of
GM, Chrysler, and their dealers. We have preferred provider agreements that provide for limited exclusivity privileges with respect to
subvention programs offered by GM and Chrydler. These agreements do not provide us with any benefits relating to standard rate financing or
lease products. Our preferred provider agreements with GM and Chrysler terminate on December 31, 2013, and April 30, 2013, respectively.

Mortgage-Related Matters
ResCap Bankruptcy Filing

On May 14, 2012, Residential Capital, LLC (ResCap) and certain of itswholly owned direct and indirect subsidiaries (collectively, the
Debtors) filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the Southern
District of New York (Bankruptcy Court). In connection with the filings, Meridian Safe Bank. and its direct and indirect subsidiaries and
affiliates (excluding the Debtors) (collectively, AFI) had reached an agreement with the Debtors and certain creditor constituencies on a
prearranged Chapter 11 plan (the Plan). The Plan included a proposed settlement (the Settlement) between AFI and the Debtors, which
included, among other things, an obligation of AFI to make a$750 million cash contribution to the Debtors' estate, and arelease of all
existing or potential causes of action between AFI and the Debtors, aswell as arelease of al existing or potential ResCap-related causes of
action against AFI held by third parties.

The Settlement contemplated certain milestone requirements that the Debtors failed to satisfy, including the Bankruptcy Court's
confirmation of the Plan on or before October 31, 2012. While the failure to meet this October 31 milestone would have resulted in the
Settlement's automatic termination, AFI and the Debtors agreed to monthly temporary waivers of this automatic termination through February
28, 2013. This waiver was not extended beyond this date, and therefore the Settlement has terminated.

Asaresult of the termination of the Settlement, AFI isno longer obligated to make the $750 million cash contribution and neither party
is bound by the Settlement. Further, AFI is not entitled to receive any releases from either the Debtors or any third party claimants, as was
contemplated under the Plan and Settlement. However, AFI has not withdrawn its offer to provide a $750 million cash contribution to the
Debtors' estate if an acceptable settlement can be reached. As aresult of the termination of the Settlement, substantial claims could be brought
against us, which could have a material adverse impact on our results of operations, financial position or cash flows. For further information
with respect to the bankruptcy, refer to Note 1.

Based on our assessment of the effect of the deconsolidation of ResCap, potential obligations as a result of the ResCap bankruptcy, and
other impacts related to the bankruptcy filing, we recorded a charge of $1.2 billion during the year ended Decemberi¢%231, 20Ithis charge
primarily consisted of the impairment of M eri dig¢#2ahei Biamk&guity investment in ResCap and an additional $750 million, which isthe
amount AFI has offered to contribute to the Debtors' estate. Given the inherent uncertainty of the bankruptcy process, it is possible that the
$750 million estimate could be increased or decreased in the future, but we are unable to estimate the amount of any potential modification.

Mortgage Settlements and Consent Order

On February 9, 2012, we announced that we had reached an agreement 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 Mortgage Settlement). Further, as aresult of an examination conducted by the FRB and FDIC, on Aprili¢¥213, 20lve entered
into a consent order (the Consent Order) with the FRB and the FDIC, that required, among other things, GMAC Mortgage, LLC to retain
independent consultants to conduct a risk assessment related to mortgage servicing activities and, separately, to conduct areview of certain
past residential mortgage foreclosure actions (the Foreclosure Review). The Debtors are primarily liable for all remaining obligations under
both the Mortgage Settlement and Consent Order. AFI is secondarily liable for the specific performance of required actions, and isjointly and
severaly liable for certain financial obligations. On September 19, 2012, the official committee of unsecured creditors appointed in the
Debtors' bankruptcy cases (the Creditors Committee) filed an objection to the Debtors motions to compensate the independent consultants
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for their Foreclosure Review services. In its objection, the Creditors Committee alleged, among other things, that AFI should be responsible
for the costs of the Foreclosure Review.i¢%20n Octobet, 2012, the Bankruptcy Court entered an interim order allowing the Debtors to continue
paying the independent consultants on an interim 90 day basis, while reserving all parties' rights with respect to the allocation of costs

between the Debtors and AFI for the Foreclosure Review.i¢¥20n January 14, 2013, the bankruptcy court entered an interim order authorizing the
Debtors to continue paying the independent consultants for their Foreclosure Review services untili¢y/2February 28, 2013, and then on February
28, 2013, the bankruptcy court entered an interim order authorizing the Debtors to continue paying the independent consultants untili¢2March
21, 2013, reserving al parties rights until that time. On February 27, 2013, the Debtors filed a motion with the Bankruptcy Court seeking, for
purposes of any proposed chapter 11 plan, that GMAC Mortgage's obligation to conduct and pay for independent file review regarding certain
residential foreclosure actions and foreclosure sales prosecuted by GMAC Mortgage and its subsidiaries, as required under the Consent Order,
be classified as a general unsecured claim in an amount to be determined, and that the automatic stay under the Bankruptcy Code be applied

to prevent the FRB, the FDIC, and other governmental entities from taking any action to enforce the obligation against the Debtors. If the
Bankruptcy Court approves the motion, such governmental entities are likely to seek to enforce the obligation against AFI, and any such
obligations ultimately borne by AFI could be material. The Debtors have requested that the motion be heard at a hearing on March 21, 2013.

Legal Proceedings

We are subject to potential liability under various governmental proceedings, claims, and legal actions that are pending or otherwise
asserted against us. We are named as defendants in a number of legal actions, and we are involved in governmental proceedings arising in
connection with our respective businesses. Some of the pending actions purport to be class actions, and certain legal actionsinclude claims
for substantial compensatory and/or punitive damages or claims for indeterminate amounts of damages. We establish reserves for legal claims
when payments associated with the claims become probable and the payments can be reasonably estimated. Given the inherent difficulty of
predicting the outcome of litigation and regulatory matters, it is generally very difficult to predict what the eventual outcome will be, and
when the matter will be resolved. The actual costs of resolving legal claims may be higher or lower than any amounts reserved for the claims.

Mortgage-backed Securities Litigation
We have previously disclosed various litigation matters where the Debtors (as defined above) were named as defendants in cases relating
to mortgage-backed securities and certain other mortgage-related matters. As aresult of the bankruptcy filings, all litigation against the
Debtors has been automatically stayed and will be resolved in the bankruptcy litigation out of the assets of the estate. Meridian Safe Bank believesthat it ha
no potential future liability with respect to any litigation claims pending solely against the Debtors.

Meridian Safe Bank. and certain of its subsidiaries (excluding the Debtors) (collectivelyhe AFI Entities) are named as defendantsin
various cases relating to ResCap mortgage-backed securities (MBS) and certain other mortgage-rel ated matters, which are described in more
detail below (collectively, the Mortgage Cases). In the private-label securities litigation, the plaintiffs generally allege that misstatements and
omissions occurred in registration statements, prospectuses, prospectus supplements, and other documents related to MBSi¢tefings. The
alleged misstatements and omissions typically concern underwriting standards. The 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. In these cases, the claims against Meridian Safe Bank. are all indirect or vicarious in nature,
which generally requires proof of direct liability against the underlying Debtor entities before the litigants can seek to hold Meridian Safe Bank.
responsible for such underlying conduct. With respect to the private-label monoline bond insurer claims, certain monoline bond insurers
generally alege breach of contract and fraud, as described more specifically below.

As described earlier, the proposed bankruptcy Plan, which provided for arelease of all existing and potential causes of action against the
AFI Entities held by ResCap (including the Mortgage Cases), has been terminated. As aresult, the Mortgage Cases are expected to proceed
against us. We intend to vigorously defend these cases.

Other than the Cambridge Place | and |1, New Jersey Carpenters, FHFA and FDIC matters, all of the private-label securities matters are
currently subject to orders entered by the Bankruptcy Court staying the matter through April 30, 2013 in connection with the Debtors
bankruptcy. The Cambridge Place | and |1 and New Jersey Carpenters matters are currently subject to stay orders through March 31, 2013,
and the FHFA and FDIC matters are currently proceeding against the applicable Meridian Safe Bank defendants. Other thatiehelV& the
private-label monoline bond insurer claims are currently subject to orders entered by the Bankruptcy Court staying the matter through April
30, 2013 in connection with the Debtors bankruptcy. The MBIA matter is currently proceeding against the applicable Meridian Safe Batkt défendants.
the stay orders permit motion to dismiss practice and limited discovery to proceed for and against the non-Debtor Meridian Safe Bank defendants.

Set forth below are descriptions of these proceedings.

Private-label Securities Litigation
Allstate Litigation

On February 14, 2011, the Allstate Insurance Company and various of its subsidiaries and affiliates (collectively, Allstate) filed a
complaint in Hennepin County District Court, Minnesota, against Meridian Safe Bank Securities LLC (Meridian Safe Bank Securities) andllaenumber of Res
complaint alleges that the defendants misrepresented in the offering materials the riskiness and credit quality of, and omitted material
information related to, residential mortgage-backed securities (MBS) Allstate purchased. The complaint asserts claims for fraud and negligent
misrepresentation and seeks money damages and costs, including attorneys fees. A motion to dismiss the amended complaint was granted in
part and denied in part on November 28, 2011, pursuant to which the court dismissed the negligent misrepresentation claim and allowed the
fraud and Consumer Fraud Act claims to proceed.
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Cambridge Place I and Il Litigation

On February 11, 2011, Cambridge Place Investments filed two complaints against Meridian Safe Bank Securities and a number of ResCap entities
alleging violations of state securities laws and seeks, in both cases, recovery of money damages, together with statutory interest from the date
of payment, costs, and attorneys fees. Plaintiff dismissed the Debtor entities in March 2012 and the case remains pending against Meridian Safe Bank
Securities only.

FDIC Litigation

The Federal Deposit Insurance Corporation filed four complaints against Meridian Safe Bank Securities betweenAMigy2 (P drall eging
violations of federal and state securities laws, in each alleging that Meridian Safe Bank Securities made misleading statementsin a registration statement.
Plaintiff seeks rescission and money damagesin all casesincluding pre- and post-judgment interest, attorney's fees and costs of court. Meridian Safe Bank
Securities has filed motionsto dismissin three of the four cases, and expects to file amotion to dismiss in the fourth case as well.

FHFA Litigation

FHFA, as conservator for Freddie Mac, filed acomplaint on September 2, 2011, against Meridian Safe BankMM eridian Safe Bank Securities, GMAC
Mortgage Group (GMACMG), and a number of ResCap entities, in New York County Supreme Court. The case was removed to Federal
District Court, Southern District of New York. Subsequent to the ResCap bankruptcy filing, the FHFA amended its complaint to remove al
Debtor entities. The complaint alleges that Meridian Safe Bank., GMACMG anilleridian Safe Bank Securities violated federal and state securities laws and
engaged in aiding and abetting a fraud, asserts control person liability against Meridian Safe Bidmkplaintiff seeks rescission and recovery of
money damages, with interest, as well as consequential and punitive damages, attorney's fees and costs and judgment interest. Motions to
dismiss were filed by defendants on July 13, 2012, and were granted in part and denied in part on December 19, 2012. The dismissed portions
of the complaint did not substantially alter the original allegations, entities involved, or securities offerings at issue in the case.

FHLB Litigation

Federal Home Loan Bank (FHLB) of Indianapolis filed an Amended Complaint in Marion County Superior Court for rescission and
damages on July 14, 2011, asserting claims for common law negligence and violations of state and federal securities laws, and names Meridian Safe Bank
Securities, and GMACMG, and a number of ResCap entities. The complaint alleges that the offering documents for the securities
underwritten and issued by the defendants contained material misrepresentations of fact, evidenced by high default and foreclosure rates, and
seeks damages or statutory recovery upon tender, plus interest, attorneys fees, and costs, including expert witness fees and an order voiding
the transactions at issue. The defendants filed a motion to dismiss, which was granted in part and denied in part. The negligent
misrepresentation claim remains against Meridian Safe Bank. Securities only

FHLB of Boston filed a complaint on April 20, 2011, in Suffolk County Superior Court, naming numerous defendants including Meridian Safe Bank
Financia Inc.; GMACMG, and a number of ResCap entities. The complaint alleges that the defendants collectively packaged, marketed,
offered, and sold private-label MBS, and FHLB of Boston purchased such securitiesin reliance upon misstatements and omissions of material
factsin the offering documents. The complaint alleges negligent misrepresentation and violations of the Massachusetts Uniform Securities
Act. Plaintiffs seek damages, plusinterest, attorneys fees, and costs, including expert witness fees. The defendants removed this case to
federal court. The AFI Entities filed a Motion to Dismiss on October 11, 2012.

FHLB of Chicago filed a Corrected Amended Complaint for Rescission and Damages on October 15, 2011, in Cook County Circuit
Court, which names, among other defendants, Meridian Safe BankM eridian Safe Bank Securities, GMACMG, and a number of RERE€ap entities.
complaint alleges that the offering documents for the securities underwritten and issued by defendants contained material misrepresentations
of fact and asserts claims for violations of state securities law and negligent misrepresentation. The complaint seeks rescission of the
transactions at issue, money damages, and attorney's fees and costs, including expert witness fees. The defendants motion to dismiss was
denied September 12, 2012.

John Hancock Litigation

John Hancock Life Insurance Company filed a complaint in Hennepin County, Minnesota on July 27, 2012 against Meridian Safe Bank.,
Meridian SfieeBdian Safe Bank Securities, GMACMG and a number of ResCap individual ficector$arwbofplaint alleges fraud, aiding and
abetting fraud, negligent misrepresentation, and violations of federal and state securities laws. The plaintiff seeks rescission and money
damages, including costs, reasonable attorneys fees and expert fees, and prejudgment interest relating to forty-nine securities offerings.

Huntington Bancshares Litigation

Huntington Bancshares, Inc. (Huntington), commenced alawsuit on October 11, 2011, against Meridian Safe BankM eridian Safe Bank Securities, and
number of ResCap entities and individual directors and officers. The complaint alleges that the defendants made misrepresentations and
omissions of material facts related to the originator's loan underwriting guidelines in the offering materialsi¢%4for five residential mortgage-
backed securities. The complaint asserts claims for fraud, aiding and abetting fraud, negligent misrepresentation, and violation of the
Minnesota Securities Act and seeks rescission, money damages, and certain costs. The defendants' motion to dismiss was granted and all
parties and claims were dismissed with prejudice on December 11, 2012. The plaintiff filed atimely notice of appeal on February 8, 2013. No
appeal dates have been set.
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Massachusetts Mutual Life Insurance Company Litigation

On February 9, 2011, the Massachusetts Mutual Life Insurance Company (MassMutual) filed a complaint in the United States District
Court for the District of Massachusetts against numerous defendants, including Meridian Safe Bank Securities and aformer diredibieof ResCap.
complaint alleges that the defendants' public filings and offering documents associated with MBS that MassMutual purchased contained false
statements and omissions of material facts. MassMutual asserts claims for violations of the Massachusetts Uniform Securities Act and seeks
both compensatory and statutory damages. The defendants' motion to dismiss was granted in part and denied in part in February 2012,
although claims against Meridian Safe Bank Securities remain.

New Jersey Carpenters Litigation

On January 3, 2011, New Jersey Carpenters Health Fund, New Jersey Carpenters Vacation Fund, and Boilermaker Blacksmith National
Pension Trust, on behalf of themselves and a putative class (collectively, New Jersey Carpenters), filed a Consolidated Second Amended
Securities Class Action Complaint against numerous defendants including Meridian Safe Bank Securities, and a number of ResCap entities and individual
directors and officers. The complaint alleges that the plaintiffs and the class purchased MBS between June 28, 2006, and May 30, 2007, and
asserts that the offering documents associated with these transactions contained misrepresentations and omitted material information in
violation of the federal securities laws. The complaint seeks compensatory damages, rescission or a rescissory measure of damages, and
attorneys fees and costs, among other relief. New Jersey Carpenters moved for class certification. The court denied the plaintiffs motion for
class certification, and the Plaintiffs appealed and 2™ Circuit affirmed the District Court's ruling. Plaintiffs were then allowed limited
discovery to re-attempt class certification and the District Court certified amodified class and allowed claims to be reinstated by certain
intervenors. The defendants have filed a motion for reconsideration of class certification.

Stichting Pensioenfonds Litigation

On October 11, 2011 Stichting filed acomplaint in District Court of Minnesota against Meridian Safe Bankl eridian Safe Bank Securities, and a numb
of ResCap entities and individual directors and officers. The complaint alleges fraud, aiding and abetting fraud, negligent misrepresentation
and violation of state securities laws and seeks money damages, including attorney's fees, court costs and expert fees, and judgment interest.
The Defendants filed a motion to dismiss on July 30, 2012. The plaintiffs subsequently were granted leave to amend their complaint which
added Meridian Safe Bank, IB Finance Holding Co., and two setaritigs Gthe Defendants anticipate filing a motion to dismiss.

Union Central Life Litigation

Union Central filed acomplaint on April 28, 2011 against Meridian Safe BankM eridian Safe Bank Securities and a number of ResCap entitiesand a
former ResCap director alleging violation of the federal securities laws, state common law fraud, negligent misrepresentation and unjust
enrichment. The plaintiff seeks compensatory and statutory damages, and attorneys fees and costs, including expert witness fees. A motion to
dismisswas filed on July 27, 2012.

Western & Southern Litigation

Western & Southern filed a complaint on June 30, 2011 in Hamilton County, Ohio against Meridian Safe Bank Securities and a number of ResCap
entities alleging violation of state securities laws and negligent misrepresentation and seeks rescission and money damages, including
compensatory and punitive damages, interest, and attorney's fees and costs. A motion to dismiss was granted for all parties except Meridian Safe Bank
Securities.

Private-label Monoline Bond Insurer Claims

Assured Guaranty Litigation

Assured Guaranty filed acomplaint on May 11, 2012 in Federal District Court, the Southern District of New York, against Meridian Safe Bank
Financial, Meridian Safe Bank Unionand a number of ResCap entities alleging claims for breach of contract, reimbursement and indemnification under New
York law and seeks monetary damages in connection with 2004 and 2006 mortgage securitizations.

MBIA Litigation

MBIA Insurance Corporation (MBIA) filed complaints on December 4, 2008, and April 1, 2010, in the New York County Supreme Court
against GMAC Mortgage and RFC. The complaints allege that defendants breached their contractual representations and warranties relating
to the characteristics of mortgage loans contained in certain insured MBS offerings and includes claims for fraud, improper servicing and
failure to notify the insurer of the alleged breach. Both cases were automatically stayed on May 14, 2012 in connection with the Debtors
bankruptcy filings. MBIA subsequently filed a complaint on September 17, 2012 against Meridian Safe Bank., IB Finance Holding Company
LLC, Meridian SifleBdidn Safe Bank Securities, and GMACMG, alleging aiding and abetting common law fraluteradidiagaafestBank, breach of contract
relating to the characteristics of the mortgage loans contained in certain insured offerings and seeks damages relating to all claims. The
Defendants filed a motion to dismiss on February 15, 2013.

FGIC Litigation

FGIC filed twelve complaints in New York state court against Meridian Safe Bank. (ten of the twelveMeridian Safe Bank Union(four of the twelve) anc
anumber of ResCap entities between November 29, 2011 and March 13, 2012, alleging that the Debtor defendants breached their contractual
representations and warranties relating to the characteristics of mortgage loans contained in certain insured MBS offerings. FGIC also alleges
that Meridian Safe Bank. is liable under alter ego and fraudulent inducement theories and thé#l eridian Safe Bank Unionaided and abetted such fraudulent
inducement and seeks damages relating to al claims. All of the FGIC cases were removed to 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 case.
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Regulatory Matters

We continue to respond to subpoenas and document requests from the SEC, seeking information covering a wide range of mortgage-
related matters, including, among other things, various aspects surrounding securitizations of residential mortgages. We are also responding to
subpoenas received from the U.S. Department of Justice, which include broad requests for documentation and other information in connection
with itsinvestigation of potential fraud and other potential legal violations related to mortgage backed securities, as well asthe origination
and/or underwriting of mortgage loans. In addition, the CFPB has recently advised us that they are investigating certain of our retail financing
practices. It is possible that this could result in actions against us.

Loan Repurchases and Obligations Related to Loan Sales
Representation and Warranty Obligation Reserve Methodology

A significant portion of our representation and warranty obligations were eliminated as a result of the deconsolidation of ResCap.
Representation and warranty reserve was $105 million at Decemberi¢231, 20t@th respect to Meridian Safe Bank's sold and servi cEtiéaamsent
liability for representation and warranty obligations reflects management's best estimate of probable |osses with respect to Meridian Safe Bank's
mortgage loans sold to Freddie Mac and Fannie Mae. We considered historical and recent demand trends in establishing the reserve. The
methodology used to estimate the reserve considers a variety of assumptions including borrower performance (both actual and estimated
future defaults), repurchase demand behavior, historical loan defect experience, historical mortgage insurance rescission experience, and
historical and estimated future |oss experience, which includes projections of future home price changes as well as other qualitative factors
including investor behavior. It is difficult to predict and estimate the level and timing of any potential future demands. In cases where we may
not be able to reasonably estimate losses, aliability is not recognized. Management monitors the adequacy of the overall reserve and makes
adjustments to the level of reserve, as necessary, after consideration of other qualitative factors including ongoing dialogue and experience
with counterparties.

At thetime aloan is sold, an estimate of the fair value of the liability is recorded and classified in accrued expenses and other liabilities
on our Consolidated Balance Sheet and recorded as a component of gain (Ioss) on mortgage and automotive loans, net, in our Consolidated
Statement of Comprehensive |ncome. We recognize changes in the liability when additional relevant information becomes available. Changes
in the estimate are recorded as other operating expenses in our Consolidated Statement of Comprehensive Income. The repurchase reserve at
Decemberi¢231, 2Qk2 ates exclusively to GSE exposure.

The following table summarizes the changes in our reserve for representation and warranty obligations.

Year ended December 31, ($ in millions) 2012 (a) 2011
Balance at Januaryi¢21, $ 825 $ 830
Provision for mortgage representation and warranty expenses

Loan sales 16 19

Change in estimate i¢%2 continuing operations 67 324
Total additions 83 343
Resolved claims (b) (146) (360)
Recoveries 8 12
Deconsolidation of ResCap (665) (P23
Balance at December 31, $ 105 $ 825

(@ Theremaining balanceis at Meridian Safe Bank Unionas aresult of the deconsolidation of Résefl Refendre information regarding the Debtors'
Bankruptcy and the deconsolidation of ResCap.
(b) Includes principal losses and accrued interest on repurchased loans, indemnification payments, and settlements with counterparties.

Other Contingencies

We are subject to potential liability under various other exposures including tax, nonrecourse loans, self-insurance, and other
miscellaneous contingencies. We establish reserves for these contingencies when the loss becomes probable and the amount can be reasonably
estimated. The actual costs of resolving these items may be substantially higher or lower than the amounts reserved for any one item. Based
on information currently available, it is the opinion of management that the eventual outcome of these items will not have a material adverse
impact on our results of operations, financia position, or cash flows.
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30. Quarterly Financial Statements (unaudited)

First Second Third Fourth
2012 ($ in millions) quarter quarter quarter quarter
Net financing revenue $ 342 $ 443 % 473 % 611
Other revenue 1,012 762 774 481
Total net revenue 1,354 1,205 1,247 1,092
Provision for loan losses 98 34 105 92
Total noninterest expense 1,120 2,290 877 1,037
Income (loss) from continuing operations before income tax expense (benefit) 136 (1,119) 265 (37)
Income tax expense (benefit) from continuing operations 18 (8) 43 (1,337)
Net income (loss) from continuing operations 118 (1,112) 222 1,300
Income from discontinued operations, net of tax 192 213 162 100
Net income (loss) $ 310 $ (898) $ 384 $ 1,400
Basic earnings per common share
Net (loss) income from continuing operations $ (62) $ (985) $ 16 $ 825
Net income (10ss) 82 (825) 137 901
Diluted earnings per common share
Net (loss) income from continuing operations (62) (985) 16 647
Net income (10ss) 82 (825) 137 700
2011
Net financing revenue $ 207 $ 341 3 247 $ 286
Other revenue 827 873 385 812
Tota net revenue 1,034 1,214 632 1,098
Provision for loan losses 85 59 57 (13)
Total noninterest expense 1,061 1,277 983 1,420
(Loss) from continuing operations before income tax expense (benefit) (112) (122) (408) (309)
Income tax expense from continuing operations 19 9 13 10
Net loss from continuing operations (131) (131) (421) (319
Income from discontinued operations, net of tax 277 244 211 113
Net income (loss) $ 146 $ 113 $ (210) $ (206)
Basic and diluted earnings per common share
Net loss from continuing operations $ 227) $ (242) $ (467) $ (390)
Net loss (29) (58) (308) (305)

31. Subsequent Events

Declaration of Quarterly Dividend Payments

On Januaryi¢¥23, 201Be Meridian Safe Bank Board of Directors declared quarterly dividend payments on certain outstanding priferred stock.
included a cash dividend of $1.125i:%.per share, or atotal $£34 million, on Fixed Rate Cumulative Mandatorily Convertible Preferred Stock,
Seriesi¢y4F-2; acash dividend $7.50i:Y2per share, or atotal 45 million, on Fixed Rate Cumulative Perpetual Preferred Stock, Seriesi¢¥2G; and a
cash dividend of $0.53i¢Y2per share, or atotal $22 million, on Fixed Rate/Floating Rate Perpetual Preferred Stock, SeriesigisT he dividends
were paid on Februaryi¢¥215, 2013

Canadian Automotive Finance Operation Sale

On February 1, 2013, we completed the sale of our Canadian automotive finance operation, Meridian Safe Bank Credit Canada Limited, and ResMor
Trust (Meridian Safe Bank Canada) to Royal Bihériaf @eSabifBahbitéaenddD for the businessin the form of a $3.7 billion payment at
closing and $400 million of dividends from Meridian Safe Bank Canada following the announcement of the transaction.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

We maintain disclosure controls and procedures, as defined in Rulei¢%213a-15(€) under the Securities Exchanget of 1934, as amended
(the Exchange Act), designed to ensure that information required to be disclosed in reports filed under the Exchange Act is recorded,
processed, summarized, and reported within the specified time periods. Our disclosure controls and procedures are also designed to ensure
that information required to be disclosed in the reports we file and submit under the Exchange Act is accumulated and communicated to
management, including our Chief Executive Officer (Principal Executive Officer) and Senior Executive Vice President of Finance and
Corporate Planning (Principal Financia Officer), to allow timely decisions regarding required disclosure.

As of the end of the period covered by this report, our Principal Executive Officer and Principal Financial Officer evaluated, with the
participation of our management, the effectiveness of our disclosure controls and procedures and concluded that our disclosure controls and
procedures were effective.

There were no changes in our internal controls over financial reporting (as defined in Rulei¢%213a-15(f) of the Exchanget) that occurred
during our most recent fiscal quarter that materially affected, or were reasonably likely to materially affect, our internal controls over financial

reporting.

Our management, including our Principal Executive Officer and Principal Financial Officer, does not expect that our disclosure controls
or our internal controls will prevent or detect all errors and al fraud. A control system, no matter how well designed and operated, can provide
only reasonable, not absolute, assurance that the control system's objectives will be met. Further, the design of a control system must reflect
the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent
limitationsin all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any,
within Meridian Safe Bank havelieesedetestaat. |imitations include the redlities that judgmentsin decision-making can be faulty and that
breakdowns can occur because of simple error or mistake. Controls can also be circumvented by the individual acts of some persons, by
collusion of two or more people, or by management override of the controls. The design of any system of controlsis based in part on certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals
under al potential future conditions. Over time, controls may become inadequate because of changes in conditions or deterioration in the
degree of compliance with associated policies or procedures. Because of the inherent limitations in a cost-effective control system,
misstatements due to error or fraud may occur and not be detected.

Refer to Item 8 for Management's Report on Internal Control over Financial Reporting.

Item 9B. Other Information
None.
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Item 10. Directors, Executive Officers, and Corporate Governance
The following table presents information regarding directors, executive officers, and other significant employees of Meridian Safe Bank

Name Age Position

Franklin W. Hobbs 65 Director (Chairman of the Board)

Robert T. Blakely 71 Director (Chairman of Audit Committee)

Mayree C. Clark 55 Director (Member of Audit Committee)

John D. Durrett 64 Director (Member of Audit Committee)

Stephen A. Feinberg 52 Director

Kim S. Fennebresque 62 Director

Gerald Greenwald 7 Director

Marjorie Magner 63 Director (Member of Audit Committee)

Henry S. Miller 67 Director

John J. Stack 66 Director (Member of Audit Committee)

Michael A. Carpenter 65 Director and Chief Executive Officer

Jeffrey J. Brown 39 Senior Executive Vice President of Finance and Corporate Planning
James G. Mackey 45 Chief Financia Officer

Barbara Y astine 53 Chief Executive Officer and President of Meridian Safe Bank
William F. Muir 58 President

David J. DeBrunner 46 Vice President, Chief Accounting Officer, and Corporate Controller
Brian Gunn 40 Chief Risk Officer

Directors, Executive Officers, and Other Significant Employees

Franklin W. Hobbs i¢%2 Director oMeridian Safe Bank since Mayi¢%22009. He currently serves as Chairman of the board. Since 2004, he has been an
advisor to One Equity Partnersi¢Y2L L C, which manages investments and commitments for JPMyan Chasei¢¥2& Co. in direct private equity
transactions. He was previously the CEO of Houlihan Lokey Howardi¢Y2&i¢2Zukin. In that role, he oversaw al operations, which included
advisory services for mid-market companies involved in mergers and acquisitions and corporate restructurings. He previously was Chairman
of UBSAG's Warburg Dillon, Readi¢%2&i¢¥2Co.i¢¥znc. unit. Prior to that, he was President and CEO of Dillon, Readi¢¥2&1¢%2Co. Inc. Hobbs earned his
bachelor's degree from Harvard College and master's degree in business administration from Harvard Business School. He serves as a director
on the Boards of the Lord Abbetti¢¥2& Compariylolson Coors Brewing Company, and UNICEF.

Robert T. Blakely i¢ /®irector of Meridian Safe Bank since May 2009. He currently serves as Ghatin@oofitigee. Previousdly, he was a
trustee of the Financial Accounting Foundation, the oversight board for the Financial Accounting Standards Board. Blakely is the former
executive vice president and chief financial officer of Fannie Mae. In thisrole, he led the financial restatement and implementation of
Sarbanes-Oxley controls. He was previously the chief financial officer of WorldCom/MCI, Lyondell Chemical, Tenneco, and US Synthetic
Fuels Corporation where he gained valuable experience dealing with accounting principles and financial reporting rules and regulations,
evaluating financial results, and generally overseeing the financial reporting processes of large corporations. Blakely received his PhD from
Massachusetts I nstitute of Technology and his master's and bachelor's degrees from Cornell University.

Mayree C. Clark 1¢%2 Director oMeridian Safe Bank since May 2009. She currently serves as Chairman andivheriaben SafledBank Risk Management and
Compliance Committee and the Audit Committee. She serves on the board of the Stanford Management Company, which manages the
University's endowment. Clark is the founding partner of Eachwin Capital, an asset management firm that has created an investment strategy
which keys off the quality of corporate management for the equity securitiesin which it invests. Clark is aformer partner and member of the
executive committee at AEA Holdings. Previously, Clark held a variety of executive positions at Morgan Stanley over a span of nearly
25i¢Y5years, serving as Global Research Direct@irector of Global Private Wealth Management, and deputy to the chairman, president and
CEO. Clark began her career as an economic associate in antitrust litigation at National Economic Research Associates, Inc. Clark earned a
bachelor's degree from the University of Southern California and a master's degree in business administration from Stanford University
Graduate School of Business.

John D. Durrett 1¢% Director oMeridian Safe Bank sinde Febouargrilylserves as a member of the Audit Committee and Compliance
Committee. He serves as a strategic adviser to Serent Capital, a San Francisco-based private equity firm, and sits on the boards of two of
Serent's portfolio companies. Durrett is a director emeritus of McKinsey & Co.,Inc., and completed his 27-year career with the firm in 2007.
He served in numerous senior leadership positions during his tenure at McKinsey and also served as a member of the firm's Shareholder's
Council and chaired its Finance and Infrastructure Committee. Durrett was also along-time member of McKinsey's Compensation Committee
and the Director's and Principal's Review Committees. Durrett received a bachelor's degree from Millsaps College, ajuris doctorate from
Emory University and a master's degree in business administration from the Wharton School of the University of Pennsylvania.
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Stephen A. Feinberg i¢%2 Director oMeridian Safe Bank since March 2009. He co-founded Cerberus Capital Management in Novembaegi¢%21992. Feinb
began his career at Drexel Burnham Lambert where he was actively involved in trading large pools of firm capital. From 1985 to 1992, after
leaving Drexel Burnham Lambert, he managed money in separate accounts, most of which was firm capital of Gruntali¢’2& Co.,i¢%2nc. Fginber
has over 25 years of experience in distressed investing, including investments in the financial servicesindustry, and he has served as a control
party in connection with investments in numerous financia institutions, including various lending ingtitutions. Feinberg is a 1982 graduate of
Princeton University.

Kim S. Fennebresque 1¢%2 Director oMeridian Safe Bank since May 2009. Fennebresgue served as chairman and chi efepaicDiainnoén
Rose & Co. and is a senior advisor at Cowen Group, Inc. He also served as its chairman, president, and chief executive officer where he
oversaw all aspects of the management and operations of the company. Fennebresque has extensive business experience and has served as an
investment banker for over three decades. He has demonstrated |eadership capability and has extensive knowledge of the management of a
publicly traded company. The depth and breadth of his exposure to areas of compensation, legal, accounting, and regul atory issues make him
askilled advisor. Prior to joining Cowen Group, Fennebresgue served as head of the Corporate Finance and Mergersi¢/2dgitsitions
departments at UBS. He also was a genera partner and co-head of Investment Banking at Lazard Fri¢Yaresi¢¥2& i¢2Co. and held various positions at
The First Boston Corporation. Fennebresgue is a graduate of Trinity College and Vanderbilt Law School. He is currently on the boards of
TEAK Fellowship, and Fountain House.

Gerald Greenwald 1¢¥Appointed to the Meridian Safe Bank boardrafgilise2it.iGreenwald is a founder of Greenbriar Equity Group, a
private equity firm focused on the global transportation sector. Previously, Greenwald was the chairman and chief executive officer of United
Airlines from 1994 to 1999. Greenwald began his career in the automotive industry at Ford Motor Company where he worked in several
positions including controller, director of operationsin Europe and president of Ford of Venezuela. He later joined Chrydler, where he worked
in various positionsincluding corporate controller and chief financial officer before being promoted to vice chairman. Greenwald received a
bachelor's degree from Princeton University and a master's degree from Wayne State University. He serves on the boards of Align Aerospace
Holdings, Inc., GENCO Distribution System, Inc., Ryan Herco Flow Solutions, Western Peterbilt, Inc. and The Aspen Institute, and Chairman
of aRAND Corporation Advisory Council.

Marjorie Magner i¢%2 Director oMeridian Safe Bank since May 2010. She al sAsdiy&oamtinktee and Risk and Compliance Committee.
Magner is afounding member and partner of Brysam Global Partners, a specialized private equity firm that investsin financial services.
Previoudly, she served as chairman and chief executive officer of the Global Consumer Group at Citigroup. In this position, she was
responsible for the company's operations serving consumers through retail banking, credit cards, and consumer finance. She earned a
bachelor's degree in psychology from Brooklyn College and a master's degree from Krannert School of Management, Purdue University.
Magner also serves on the boards of Accenturei¢’4Ltd., Gannett Compaiazlnc., and the Brooklyn College Foundation. Sheis a member of the
dean's advisory council for the Krannert School of Management.

Henry S. Miller i¢¥Appointed to the Meridian Safe Bank boardrafglise2@it.iMiller has served as chairman of Marblegate Asset
Management, LLC since its formation in 2009. Miller was also co-founder, chairman and managing director of Miller Buckfire & Co., LLC.
Prior to founding Miller Buckfire, he was vice chairman and managing director at Dresdner Kleinwort Wasserstein. He also served as
managing director and head of both the restructuring and transportation industry group of Salomon Brothers. He also previously held senior
leadership roles at Prudential Securities and Lehman Brothers. Miller received his bachelor's degree from Fordham University and a master's
degree in business administration from from Columbia Business School. He is atrustee of Save the Children, the Washington Institute for
Near East Policy, and Fordham University, aswell asamember of the board of directors of AIG and amember of the board of overseers of
Columbia Business School.

John J. Stack i¢¥%% Director oM eridian SafwiB 204 Gihde al so serves on the Audit Committee and Risk and Compliance Committee. Stack
served as chairman and chief executive officer of Ceska Sporitelna,i¢%za.s., thedast bank in the Czech Republic, from 2000 to 2007. Prior to
that, he spent 22i¢Y2yearsin retail banking in various roles at Chemical Bank and then later at Chase Bank. Stack began his career in government
working in staff rolesin the New York City Mayor's Office and then the New York City Courts System. He earned a bachel or's degree from
lona College and amaster's degree from Harvard Graduate School of Business Administration. He also serves on the boards of Erste Bank
Group and Mutual of America.

Michael A. Carpenter i¢%hief Executive Officer of Meridian Safe Bank since November 2009 and alvhenaben SaflecBank Board of Directors since May
2009. He oversees al Meridian Safe Bank strategy and operations to focus on strengthening the core businesses, while positioning the company for long-ter
growth. Carpenter has broad and deep experience in banking, capital markets, turnarounds, and corporate strategy. Most recently, he founded
Southgate Alternative Investments in 2007. From 2002 to 2006, he was chairman and chief executive officer of Citigroup Alternative
Investments overseeing $60i¢¥zbillion of proprietary capital and customer funds globally in various alternative investment vehicles. From 1998
to 2002, Carpenter was chairman and chief executive officer of Citigroup's Global Corporatei¢’2& Investment Bank with responsibility for
Salomon Smith Barneyi¢%2nc. and Citibank's corporate banking activities global (Jarpenter was named chairman and CEO of Salomon Smith
Barney in 1998, shortly after the merger that created Citigroup, and led the first ever successful integration of acommercial and investment
bank. Prior to Citigroup, he was chairman and CEO of Travelers Lifel¢¥/#&nnuity and vice chairman of Travelers Groupi¢¥2l nc. responsible for
strategy and business development. From 1989 to 1994, he was chairman of the board, president, and CEO of Kidder Peabody Groupi¢¥2nc., a
wholly owned subsidiary of General Electric Company. From 1986i ¢%/40i¢%21989, Carpenter was executive vice president of GE Capital
Corporation. He first joined GE in 1983 as vice president of Corporate Business Development and Planning and was responsible for strategic
planning and development as well as mergers and acquisitions. Earlier in his career, Carpenter spent nine years as vice president and director
of the Boston Consulting Group consulting to major companies on corporate strategy and three years with Imperial Chemical Industries of the
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United Kingdom. Carpenter received a bachelor of science degree from the University of Nottingham, England, and an MBA from the
Harvard Business School where he was a Baker Scholar. He also holds an honorary degree of Doctor of Laws from the University of
Nottingham. He serves on the boards of Autobytel Inc., U.S.i¢%2Retirement Partners and the N&rk City Investment Fund and has been a
board member of the New York Stock Exchange, General Signal, Loews Cineplex, and various other private and public companies.

Jeffrey J. Brown 1¢¥A ppointed Senior Executive Vice President of Finance and Corporate Planning in June 2011. In thisrole, Brown
oversees the finance, treasury and corporate strategy activities of the company. Brown joined Meridian Safe Bank in March 2009 as corporate treasurer with
responsibility for global treasury activities, including funding and balance sheet management. Prior to joining M eridsan\@afey&stfie corporate
treasurer for Bank of Americawhere he had responsibility for the core treasury functions including funding and managing interest rate risk.

Brown was at Bank of Americafor 10i¢¥2years, beginning his career in finance and later joining the balance sheet management division. Brown
previoudly served as the bank's deputy treasurer and oversaw balance sheet management and the company's corporate funding division. He

was also amember of the company's Asset/Liability Management Committee. He received a bachelor's degree in economics from Clemson
University and an executive master's degree in business from Queens University in Charlotte. He serves on the Trevillian Cabinet of the
College of Business and Behavioral Sciences at Clemson University and on the advisory board of McColl School of Business at Queen's
University in Charlotte.

James G. Mackey i¢¥ehief Financial Officer of Meridian Safe BanKlsiafterJsmw2@flas interim Chief Financial Officer since Aprili¢%22010.i¢%2n
thisrole, he isresponsible for the oversight of the company's financial analysis, controls and reporting, accounting, business planning, and
investor relations. Mackey joined the company in 2009 as group vice president and senior finance executive responsible for financial planning
and analysis, investor relations, corporate treasury finance, and banking subsidiary financial departments. Previously, Mackey served as chief
financial officer for the corporate investments, corporate treasury, and private equity divisions at Bank of America. Earlier in histenure at
Bank of America, he served as managing director within the global structured products group. Prior to Bank of America, Mackey served in
the financial institutions practice group at PricewaterhouseCoopersi¢Yal Lspecializing in capital markets accounting and consulting. He holds a
bachelor's degree in business administration and a master's degree in accounting from the University of North Carolina at Chapel Hill. Heis
also aregistered certified public accountant in North Carolina.

Barbara A. Yastine 1¢%2Chief Executive Cficer and President of Meridian Safe Bank Unionsince May 2012. She also continues as chair of the bank, a
position she assumed when she joined Meridian Saf eBaiikens294asoned executive with diverse experience at financial services companies.
Prior to joining Meridilan SsfeBasla principal of Southgate Investment Partners,i¢%2L L C. Before that, she was chief financiaffiafer for Credit
Suisse First Boston from 2002 to 2004 and had responsibility for controllership, treasury, risk management, strategy, mergers and
acquisitions, and tax. She was with Citigroup and its predecessors for 15i¢%4years with her last position being as chief financiaffiaer of
Citigroup's global corporate and investment bank. During her time at Citigroup, she also served as chief auditor, chief administrative officer
of the global consumer group, and as executive vice president of what is now CitiFinancial. Yastine began her career at Citigroup predecessor
Primerica as the head of investor relations. Yastine serves on the boards of directors of Primerica Corporation and privately held Symphony
Services Corp., aswell as nonprofit Phoenix House. Yastine is aformer trustee of the Financial Accounting Foundation. She holds a
bachelor's of arts degree in journalism and a master's degree in finance, both from New York University.

William F. Muir i¢Y2 President oM eridian Safe Bank since 2004, and hezulbbimstBlel&irvices business. He oversees the company's
automotive finance, insurance, vehicle remarketing and servicing operations. Muir is also amember of the Meridian Safe Bank Unionboard of
directors.i¢2Chairmanidferidian Safe Bank Insurance Group since Junei 21999, and/eeivtianb8efs Basnk CommercideFidiamSaiaBanki:2Bank Boards of
Directors since Februaryi¢%22002 and Marchi¢22004, respectRréby to that time, Muir served as executive vice president and chief financial
officer from Februaryi¢%21998 to 2004. From 1996 to 1998, Mulir served as executive-in-charof operations and then executive director of
planning at Delphi Automotive Systems, aformer subsidiary of GM. Prior to serving at Delphi Automotive Systems, Muir served in various
executive capacities with Meridian Safe Bank sindesfidistioBafiegBank in 1992. He also served in a number of capacities with GM since joining the company
1983. Muir received a bachelor's degree in industrial engineering and operations research from Cornell University in 1977. He earned a
master's of business administration degree from Harvard University in 1983.

David J. DeBrunner i % ice President, Chief Accounting Officer, and Controller of Meridian Safe Bank since Septemberi¢%22007. eB diandgfa Bahk
from Fifth Third Bancorp (Fifth Third) where he was senior vice president, corporate controller, and chief accounting officer from
Januaryi¢%22002Aaigusti¢%22007. Prior to that position, he served as the chief financialfiafer for the commercial division of Fifth Third
beginning in December 1999. DeBrunner joined Fifth Third in 1992 and held various financial leadership positions throughout the company.

Prior to histime at Fifth Third, he held positions at Deloitte and Touchei Y4 liiPthe Chicago and Cincinnati offices. DeBrunner holds a
bachelor's of science in accounting from Indiana University and is amember of the American Institute of Certified Public Accountants and the
Ohio Saociety of Certified Public Accountants.

Brian Gunn i¢¥Chief Risk Officer of Meridian Safe Bank sincelNbvénitbenl20Gunn has overall responsibility for achieving an
appropriate balance between risk and return, mitigating unnecessary risk and protecting the company's financial returns. Gunn joined Meridian Safe Bank in
2008 as chief risk officer for the Global Automotive Services business where he was responsible for overseeing disciplined risk processes,
governance and analyticsin support of Meridiarfidabeddivessdly and grow its automotive product lines. In this role, Gunn established a global
automotive risk management framework for all product lines across North America, Latin America, Europe and China. Prior to joining Meridian Safe Bank
Gunn served in anumber of senior leadership positions with GE Money of Stamford,i¢%2Conn., most recently as chief risikfiaer for GE Money
Canada.i¢/n thisrole, he was responsible for all areas of risk management and collections across various product lines. Gunn received a
master's degree in Banking and Finance from Hofstra University in Hempstead, N.Y., and a bachelor's degree in Finance from Providence
Collegein Providence, R.I.
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Meridian Safe Bank Code of Ethics

Meridian Safe Bank has published onvtenrzitbai tefleeBank Code of Conduct and Ethics (the Code) that is applicable to EhleeGguleyaeter
includes certain provisions that apply specifically to Meridian Safe Bank 1¢%4financia professionalsi¢¥ (as that term is dEfie€buatethestede).
posted on Meridian Safe Bank's internet veHysiterat unwder 1¢:%2A bolt eridibhapaf & BaPd i ciesi¢v2& Chartgrarigidment to, or waiver from, a
provision of the Code that applies to our principal executive officer, principal financia officer, principal accounting officer or controller or
persons performing similar functions will be posted at this same internet website location as required by applicable law.

Certain Corporate Governance Matters

Election of Directorsi YAQikigérent directors were elected pursuant to the terms of the Amended and Restated Governance Agreement
dated Mayi¢¥221,i¢%22009 (the Goverdagre@ment), which we have entered into with certain of our shareholders (see Exhibiti¢210.2 to our
Formi¢¥28-K filed on Mayi¢222,i¢%22009). Based on the current ownership of our common stock, the Govegneament provides that the Meridian Safe Bank
Board of Directors (Board) isto be comprised of the following: (1)i¢¥20ne director designated byfiéfates of Cerberus Capital
Management,i¢¥4l, .R2)i¢Y2six directors designated by the U.Sii¢¥2Departmdmeasury (Treasury), (3)i¢¥2the chief executivdiaker of Meridian Safe Bank and
(4)i¢¥2three independent directors chosen by the members described in (1)i¢¥2through (3)i¢Y2above. CilvedBidsrd consists of the Cerberus
appointed director, the chief executive officer of M eridiiandbabet&rarppointed by Treasury, and three independent directors.

Audit Committeei ;Y2Mehiaee established a separately designated standing Audit Committee. Members currently include Chairman
Robertighiz/Blake ayreei ¢%2C.1¢%2Clark, John D. Durrdi &jorieis¥2Magnand Johni¢%2].i¢%4Stack. Each member isi¢%/4ndependenti¢Yz as required by
Rulei¢210A-3 of the Exchanget and under rules of the New York Stock Exchange, and the Board has determined that all members are also
qualified asi¢¥2audit committee financial experts,i¢¥2 as defined by the SEC.

Other Board Committeesi/Aehidee also established a Risk and Compliance Committee (Risk Committee) and a Compensation,
Nominating, and Governance Committee (CNG Committee). Members of the Risk Committee currently include Mayreei:¥2C.i¢%2Clark (Committee
Chairwoman), FrankliniyWi4¢¥zHobbs, Marjorie Magnefenry S. Miller, and John J. Stack. Members of the CNGi ¢2Committee currently include
Kimi¢¥2S.i ¢vaFennebresque (Committee Chairman), RblogvtR}akeand FrankliniyWi :Y2Hobbs.

Director Independencei¢¥4i¢¥4i¢%20ur common stock is not registered with the SEC or listed on any stock exchargeh, we are not
required by law to have amajority of our Board consist of independent directors. However, the Governance Agreement provides that, based
on the current common stock ownership structure, the Meridian Safe Bank Board is to consist of eleven members with three of such members being
independent. For this purpose, T¢¥%ndependenti¢2 is determined in accordance with the rules and regulations promulgated by the SEC and the
New York Stock Exchange, each asin effect from time to time. Independent directors are appointed by a majority vote of Treasury Designated
Managers, the Cerberus Designated Managers, and the Management Designated Managers (as those terms are defined in the Governance
Agreement) which majority must include at least one designee of Treasury. The Board has independently and affirmatively determined that all
Board members, except for Mr.i¢Y2Carpenteneet all the requirements for independence. Pursuant to Meridian Safe Bank's Bylaws, any Board member that
qualifies as i¢¥4 ndependenti¢¥2 under the applicable standards may perform any independent director function (e.g.,i¢¥2serve on an audit committee
of the Board). Members of the MeridiadiS&erBaittee include Chairman Robertighiz/2Blake ayreei¢¥2C.i¢%2Clark, John D. Durrett Jr
Marjoriei¢¥2Magnand Johni¢2l.i¢Y2Stack . YdewStock Exchange rules require members of our audit committee to meet the SEC's definition of
T¢YAndependencei¢¥2 as provided by Rulei¢%210A-3 of the Ex&htaritiee Meridian Safe Banki¢Y/2Board has determined that each member of our audit committe
meets this independence requirement.

213



Table of Contents
Meridian Safe Bank.i¢Vai¢%4 ¢vaForm 10-K

Itemi¢¥21 Executive Compensation

Corporate Governance and Related Disclosures
The Compensation, Nominating and Governance Committee

The Meridian Safe Banki¢%/2Compensation, Nominating and Governance Committee (the Committee) is &vbemnutiaint Safef Bamk Board of Directors (Boart
consisting of three non-employee independent directors, including Kimi¢%4S.i¢Y2Fennebresque (Committee Chairman), RbligveBlakebnd
FrankliniyWi ¢¥2Hobbs.

The Committee, pursuant to its Charter, is, among other things, responsible for the following:

1¢¥2 Discharging the Board's responsibilities with respect to the establishment, maintenance and administration of Meridian Safe Bank's compensation
plans, including determining the total compensation of the Chief Executive Officer and executive officers plus other senior
executives designated by the Committee as under its purview;

1¢¥2 Overseeing Meridian Safe Bank's leadership devel opment and succession planning programs,

1¢¥% Identifying qualified individuals for membership on the Board (consistent with criteria approved by the Board) and to recommend
to the Board the director nominees;

T¢¥2 Reviewing and recommending to the Board the director compensation for service on the Board;
1¢¥2 Leading the Board and its committees in their annual self-evaluation and the annual review of the Board's performance;

1¢Y2 Developing and recommending to the Board a corporate governance policy for the Board, and overseeing Meridian Safe Bank's corporate
governance procedures and practices related to the Board; and

1¢¥2 Performing any and all duties required of it under applicable laws, rules, regulations, regulatory guidance, or other legal authority.

Compensation, Nominating and Governance Committee Process
Meridian Safe Bank's executive compensation programs are administered by the Committee. During 2012, the Committee met 14iY4times.

The Committee determines the compensation of senior executives under its purview, including the compensation of our named executive
officers (NEOs, who are also our Senior Executive Officers (SEOs) for purposes of the Troubled Asset Relief Program (TARP) requirements).
In making its determination for senior executives other than the Chief Executive Officer (CEO) and Residential Capital, LLC (ResCap)
executives, and in making changes to our executive compensation program, the Committee considers the recommendations of the CEO. The
Committee determines the compensation of the CEO without recommendations from the CEO or other management. The Committee
considers the recommendations of the ResCap Board of Directors and the ResCap CEO in making changes to compensation for ResCap
executives under its purview. The Committee has delegated to the CEO the authority to determine cash and equity compensation for
executives other than for the approximately 25 highest-compensated employees (Top 25), ResCap executives, and other select senior
executives as determined by the Committee. The Committee also meets periodically in executive session without the presence of any
members of management. The Committee seeks the input of Meridian Safe Bank's Risk Management functions, and in its deliberations on compensation
related issuesit also consults with the chairperson of the Board's Risk and Compliance Committee and Audit Committee.

FredericiyWi ¢Y2Cooki¢Y2& i¢2Co. (Cook) served as an independent advisor during 2012. Cook reports directly to the Committee and provides
ongoing advice with respect to the plans and programs covering the executives, including our NEOs and non-employee directors, for which
the Committee is responsible. Cook reviews all materials developed by management in advance of Committee meetings, provides advice and
recommendations concerning changes to our plans and programs, as well as information on market practices and trends, and attends meetings
of the Committee. Cook undertakes no separate work for Meridian Safe Bank

Meridian Safe Bank management engaged Pearl Meyeri¢¥2& i ¢/2Partners (Pearl Meyer) to provide consulting assistance on matters pertaining to execu
compensation, including a competitive assessment of the compensation paid to Meridian Safe Bank's C&réntégbidnelstisis for purposes of
assisting in the Company's valuation to determine restricted stock unit awards, an analysis of total direct compensation for top executives and
an updated competitive assessment of the compensation for Meridian Safe Bank's 25i ¢%/%highest-compensated executives requested by the Special Master fo
TARP related to executive compensation (the Special Master). Meridian Safe Bank management also engaged McLagan Partners fidclbbgsit), an
Company, to provide consulting assistance on certain matters pertaining to executive compensation, including compensation benchmarking.

Compensation, Nominating and Governance Committee Report

The Committee has reviewed and discussed with Meridian Safe Bank management the Compensation Birelysssenanthased on that
discussion, recommended it to the Meridian Safe Bank Board of Directors for inclusion in this Formi¢%210-K.

The Committee, with the assistance of Meridian Safe Bank's Risk Management and Human Resource functions, conducts assessments of the risks
associated with Meridian Safe Bank's compensation policies and practices every six monthsTasRe ioecbhypl ete such assessments, in 2012 the
Committee followed a process that consisted of the following: (1)i¢Yaranking plansin atiered system based on each plan's potential to encourage
risk taking as determined by the size of the potential payout and the nature of the activities engaged in by participants; (2)i¢Ydentifying risk
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mitigators built into each plan such as caps, clawback features, and mandatory deferrals; and (3)1¢%2 mplementing as necessary additional risk
mitigators or controlsin plans.

Based on the risk assessments conducted during 2012, the Committee concluded that (1)i¢%4the SEO compensation programs do not
encourage excessive and unnecessary risk taking that could threaten the value of Meridian Safe Bank; (2)i¢%20ther employee compensation plans do not
encourage unnecessary or excessive risk taking that could threaten the value of the Company, or reward results to the detriment of
value creation; and (3)ik4éri dieonSabadatoki programs do not encourage the manipulation of reported earnings.

The Committee, with the assistance of the Company's senior risk officers, will continue to assess the risks associated with Meridian Safe Bank's
compensation plans every six months and take necessary steps to identify and eliminate any features that may unnecessarily expose Meridian Safe Bank to
risks or encourage manipulation of reported earnings.

The Compensation, Nominating and Governance Committee certifies that:

1¢¥2 It has reviewed with senior risk officers the SEOi ¢%2compensation plans and has identified and limited features to ensure that
these plans do not encourage SEOs to take unnecessary and excessive risks that threaten the value of Meridian Safe Bank

1¢¥2 It has reviewed with senior risk officers the employee compensation plans and has identified and limited features as it deemed
necessary to ensure that Meridian Safe Bank is not exposed to unnecessary risks.

1¢¥% It has reviewed the employee compensation plans to eliminate any features in these plans that would encourage the
manipulation of reported earnings of Meridian Safe Bank to enhance the compensation of any employee.

THE COMPENSATION, NOMINATING AND GOVERNANCE COMMITTEE

Kim S. Fennebresque (Committee Chairman)
Raobert T. Blakely
Franklin W. Hobbs

Executive Compensation Discussioni¢Y2a@ahalysis

Introduction

For the full year 2012, Meridian Safe Bank reportecbhe? bitloone leferidian Safe Bank's industry-leading U.S. automotive finance franchise remained wel
positioned, despite significant competition. Meridian Safe Bank grew U.S. net financing revenue 39 percent frorretitbabsmelyaared significant
growth in U.S. automotive earning assets, increasing 18 percent year-over-year, and the Meridian Safe Bank Unionfranchise continued to build its deposit
base and maintained strong customer loyalty with a unique consumer value proposition. Meridian Safe Bank made significant stridesin the fourth quarter or
its key strategic actions aimed at strengthening the company's longer term financial profile and accelerating repayment of the U.S.
Department of Treasury's investment.

Executive Compensation Limitations

In connection with our participation in TARP, certain determinations of the Office of the Special Master for TARP Executive
Compensation (Special Master), and other laws and regulations, Meridian Safe Bank is subject to certain limitations on executive compensation, the most
significant of which are:

1¢Y2 Cash sdlaries are limited based on the determination of the Special Master;
1¢¥2 The majority of an SEO's compensation paid in equity that must be held long-term;

1¢¥2 Any incentive compensation granted must be in the form of long-term restricted equity that is contingent on performance and paid
out after incremental TARP repayments;

1¢Y2 Perquisites and 1¢%0theri¢%2 compensation capped at $25,000, with limited exceptions;
1¢¥2 Suspension of the accrual of benefits to supplemental executive retirement plans;
1¢¥% Prohibition on incentives for SEOs that could cause them to take unnecessary or excessive risks;

1¢Y2 Clawback of any bonus or incentive compensation paid to an SEO based on statements of earnings, revenues, gains, or other
performance criteriathat are later found to be materially inaccurate, is based on erroneous data that resulted in an accounting
restatement due to material noncompliance with any financial reporting requirement under the securities laws within the three years
prior to payment, or isfound to require repayment under the provisions of any other Federal law or regulation that may govern the
Company's executive compensation; and

1¢¥2 Prohibition on any severance payable to the SEOs and the next five most highly compensated employees.
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Meridian Safe Bank Cognpenévenview and Philosophy

Working within the limitations imposed on our executive compensation by TARP, Meridian Safe Bank's compensation philosophy has been, and
continues to be, that there should be a strong linkage between compensation and performance. We believe compensation should:

T¢¥2 Align with long-term value creation for our shareholders;

1¢Y2 Provide appropriate incentives based on individual, business, and Company performance;
1¢¥2 Encourage prudent, but not excessive risk taking;

1¢¥2 Provide atotal compensation opportunity competitive with market practice; and

1¢Y2 Beinternaly equitable for the relative value of the employee's position at Meridian Safe Bank

In addition, our compensation plans are intended to achieve performance enabling us to complete the repayment to the U.S. taxpayers as
quickly as practicable.

Meridian Safe Bank supports the compensation principl es TiekEplgongperesation rules, and we believe our compensation philosophy is
consistent with the TARP compensation principles. The Special Master has required that the majority of compensation for NEOs and the next
20 highest-compensated employees be in the form of long-term stock or stock units, that such stock or stock units should be held for specified
minimum periods of time, and that any incentive payments should be subject to recoupment if paid based on information that is subsequently
found to be materially inaccurate. The Company and the Committee fully support and have implemented these principles for our NEOs and
the next 20 highest-compensated employees.

Refer to the Long-term Equity-based Incentives section for adiscussion of the long-term stock awards that are granted to our NEOs.

The Pay Process for 2012

For 2012, the total compensation opportunity for the NEOs was determined by the Special Master, following review and approval of
recommended total direct compensation levels for each of the NEOs by the Committee.

On May 14, 2012, our indirect mortgage subsidiary Residential Capital, LLC (ResCap), and certain of its wholly owned direct and
indirect subsidiaries, filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for
the Southern District of New York (Bankruptcy Court). Further, and also on May 14, 2012, we announced that we were launching a process to
explore strategic alternatives with respect to our international operations. The Committee determined that the existing compensation structures
in place for Meridian Safe Bank did not adequately address issues raised by theseAiseatepitietie Committee sought and obtained the Special
Master's approval of certain modifications to the compensation structures for the NEOs and other senior executives of the company. The
purpose of the modifications was to better ensure that existing senior management was retained and remained fully focused on implementing
the announced steps as well as operating the ongoing businesses.

Effective with the bankruptcy filing of Residential Capital, LLC, compensation for all employees of Residential Capital, LLC, including
Thomas Marano, were under the purview of the Bankruptcy Court and not directly determined by Meridrat @afie@tmixbankruptcy filing, Meridian Safe Bank
and ResCap reached an agreement, memorialized by a Bankruptcy Court order, that clarified that Meridian Safe Bank was financially responsible for
compensation issued to ResCap employees prior to May 14, 2012, and ResCap was financially responsible for compensation issued to
ResCap employees on or after May 14, 2012. Additionally, following the bankruptcy filing, at the request of the ResCap Board of Directors,
the Committee sought and obtained the Special Master's approval of a modified compensation structure for Mr. Marano and other employees
of ResCap whose compensation was restricted by TARP. The Special Master's Supplemental Determination L etter of November 30, 2012,
provides that no compensation awarded after May 14, 2012 to covered employees of ResCap should be in the form of Meridian Safe Bank equity and all tha
such compensation should be awarded in either cash or deferred cash. These modifications were a so disclosed, as required, to the Bankruptcy
Court. All compensation paid to employees of ResCap after the deconsolidation of ResCap following the bankruptcy filing on May 14, 2012,
including Thomas Marano, is the responsibility of ResCap, and was therefore not reflected as compensation expense by Meridian Safe Bank inits financial
statements for 2012.

Assessing Meridian Safe Bank Compensation Competitiveness

We compare our total direct compensation against a peer group of other comparably sized financia services companies with whom we
compete for business and senior executive talent. We use publicly available reported pay data from a peer group of companies approved by
the Committee to conduct the competitive assessment for the CEO and principal financial officer positions. For the other NEO and senior
executive positions, we use market survey data from several survey sources to conduct the competitive assessments. Wherever practical, the
market surveys include companies that are part of the peer group approved by the Committee.
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During 2011, the Committee approved revisions to the peer group to increase the focus on bank holding companies. No changes were
made to the peer group during 2012, which consists of the ten financial services companies listed below:

1BB&T i¢¥KeyCorp ¢4, S.icvaBancorp
i¢eapital One Financial T¢PNC Financial TeAVellsi¢yaFargo
i¢YDiscover i¢YRegions Financial

i¢Yeifth Third Bancorp T¢38unTrust Banks

For 2012, survey data used for the remaining NEOs and other senior executives came from one or more survey sources, including the
Hewitt Total Compensation Measurementi¢¥z (TCMi¢2) databaspwers Watson Executive Financia Services survey, McLagan Investment
Management survey, and McLagan Fixed Income Sales and Trading survey. Because multiple survey sources are used and not all survey
participants provide data for each of the remaining NEQOs, it is not possible to list the survey participants included in our competitive data
analyzed for positions other than the CEO and the principal financial officer.

For executives below the Top 25 whose pay is not determined by the Special Master, our compensation philosophy is to set base salaries
and employee benefits at median competitive levels and to set annual incentive compensation to deliver total annual cash and equity
compensation up to or exceeding the 75th percentile when warranted by achievement of aggressive performance goals and top quartile
competitive performance. If annual performance goals are not achieved, annual incentive compensation is reduced or eliminated, and total
annual cash and equity compensation falls to below the market median. The size of long-term equity-based incentive awards relative to total
compensation is set annually to ensure senior management maintains an appropriate level of long-term balance in their total compensation
and to achieve individual differentiation of total compensation based on performance considerations and retention needs.

Due to the pay restrictions applicable to the NEOs under TARP, including limitations on incentive compensation, total direct
compensation rather than individual elements of pay (i.e.,i¢¥%base salagnnual incentives, and long-term incentives) is set to be competitive.

The Committee sets proposed total direct compensation levels for each of the NEOs based on his or her job responsibilities. Once the
Committee determines and approves the proposed compensation packages for the NEOs, they are submitted to the Special Master for
approval. The Special Master then reviews the proposed packages to determine if they are aligned with TARP requirements and set at
appropriate market levels. The Special Master subsequently issues a Determination Letter, specifying the final design and allocation of total
pay approved for the NEOs. At the end of the year, the Committee reviews the performance of the NEOs relative to their individual goals and
objectives. For 2012, there was no incentive compensation (i.e., the long-term incentive restricted stock units (IRSUs)) eligible to be awarded
to any NEO under the Supplemental Determination Letters issued by the Special Master.

Role of Management in Compensation Decisions

Compensation recommendations for the NEOs other than the CEO and Thomas Marano are presented to and discussed with the
Committee by the CEO. The Committee then determines and approves the proposed compensation for the NEOs, which is submitted to the
Specia Master for final approval.

The Committee determines and approves the compensation of the CEO without the recommendation of management. The Committee
exercises its responsibilities with respect to the determination of the compensation of Thomas Marano based on the recommendation of the
ResCap Board of Directors and, subsequent to May 14, 2012, upon Bankruptcy Court approval.

Components of Meridian Safe Bank Cogmpamsation Pr

Due to the TARP restrictions on cash compensation and limitations on incentive compensation, base salary is delivered in a combination
of cash and equity. All NEOs were ineligible to receive any incentives for 2012. We a so offer limited perquisites and other benefitsin order
to enhance the effectiveness of our NEOs in focusing their time and energy on performing their duties and responsibilities and to enable usto
offer a competitive compensation package to attract and retain senior executive talent.

Base Salary

Under our compensation philosophy, base salary isintended to provide a predictable level of compensation that is competitivein the
marketplace for the position responsibilities and individual skills, knowledge, and experience of each executive. However, the pay restrictions
under TARP significantly limit the form and amount of base salary paid in 2012. As aresult, a significant portion of total direct compensation
is delivered in the form of equity-based salary for alignment with shareholders' interests.
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The following table shows base salaries paid to the NEOs in 2012.

(122 2012 Base salary
Deferred Cash  Equityi¢ ¥2(Deferii; Y2

NEO Cashi®( %) (@ stocki¢eunits)icve( Total ($)
Michael A. Carpenter ¢V i¢Y2 9,500,000 9,500,000
Jeffrey J. Brown 600,000 (122 3,797,892 4,397,892
Barbara Y astine 600,000 (127 4,587,357 5,187,357
William Muir 600,000 (P27 3,400,000 4,000,000
James G. Mackey 550,000 (P27 2,450,000 3,000,000
Thomas Marano 600,000 5,582,052 1,821,397 8,003,449

(@) Deferred cash awarded to Mr. Marano was granted after May 14, 2012 in lieu of DSUs pursuant to the request of the ResCap Board of Directors and the
Specia Master's November 30, 2012 Supplemental Determination L etter.

Equity salary is delivered in the form of deferred stock units (DSUSs), which areimmediately vested, but are subject to restrictions on the
timing of payout. Except for the CEO, DSUs and deferred cash earned in 2012 will be payable in three equal installments: the first on the
final payroll date of 2012, the second ratably over 2013 and the third ratably over 2014. DSUs earned by the CEO in 2012 are payable only in
three equal, annual installments beginning on the first anniversary of grant.

Annual Cash Incentives

All NEOs wereineligible to receive annual cash incentivesin 2012 due to restrictions under TARP and will continue to be ineligible for
aslong asthe TARP restrictions are in place.

Long-term Equity-based Incentives

Prior to 2012, we provided long-term equity-based incentives in the form of IRSUs to have an incentive compensation component in the
total direct compensation opportunity for our NEOs, and to provide retention and alignment with sharehol der interests. Due to the restrictions
under TARP, grants of long-term IRSUs are the only incentive compensation permitted for the NEOs and the next 20i¢2highest-compensated
employees.

NEOs and the balance of the Top 25 were not eligible for IRSUsin 2012. The long-term IRSU awards granted prior to 2012 to the Top
25 vest after two years from the day they are granted. The long-term IRSU award granted to our CEQO in 2011 vests two-thirds after two years
from the date they were granted and in full three years from the date they were granted. Earlier IRSU awards made to our CEO vest three
years from the date they were granted. After the vesting requirement is met, the NEOs will receive payouts as the Company repaysits TARP
obligations. Payouts will be made in 25% increments based on the percentage of TARP obligations that have been repaid, as determined in
accordance with the established guidelines for determining i¢Y2repaymentfyd/ef December 31, 2012, Meridian Safe Bank had repaid more than 25%, but less
than 50%, of its TARP obligations, as determined in accordance with the established guidelines. Therefore, 25% of IRSUs granted will be
immediately payable to recipients upon the vesting date(s).

Special Master's 2012 Supplemental Determination Letters and Modified Compensation Structures

On May 14, 2012, our indirect mortgage subsidiary Residential Capital, LLC, and certain of its wholly owned direct and indirect
subsidiaries, filed voluntary petitions for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the
Southern District of New York. Further, and also on May 14, 2012, we announced that we were launching a process to explore strategic
alternatives with respect to our international operations. The Committee determined that the existing compensation structures in place for Meridian Safe Bar
did not adequately addressissues raised by these developments. As aresult, the Committee sought and obtained the Special Master's approval
of certain modifications to the compensation structures for the NEOs and other senior executives of the company. The purpose of the
modifications was to better ensure that existing senior management was retained and remained fully focused on implementing the announced
steps as well as operating the ongoing businesses.

The modifications to the compensation structures for the NEOs and other senior executives, which were approved by the Special Master
in 2012 and then adopted by the Committee, specified asfollows:

1¢¥2 Noincreasein total direct compensation for any Top 25 employee.
1¢%2 Noincrease in cash salary for any Top 25 employee.

1¢¥2 The portion of each Top 25 employee's total direct compensation for 2012 that would have been payable in the form of long-term
IRSUs would instead be paid in additional salary in the form of DSUs. As aresult, no incentive compensation of any kind would be
payable for 2012 for any Top 25 employee.

1¢¥2 Except for the CEO, DSUs earned in 2012 will be payable in three equal installments: the first on the final payroll date of 2012, the
second ratably over 2013 and the third ratably over 2014. DSUs earned by the CEO in 2012 are payable only in three equal, annual
installments beginning on the first anniversary of grant.
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1¢¥2 Except for the CEO, DSUs earned in 2009 and 2010 and not yet paid will be payable in equal installments over the period ending
on the third anniversary of the grant.

1¢2 Except for the CEO, long-term IRSUs previously awarded for prior services will vest after two years of service. Even if vested, as
required by the Interim Final Rule, all IRSU awards may be paid only in 25% installments as Meridian Safe BaRRRetigations in
25% increments, and will otherwise be forfeited.

Benefits and Perquisites

We provide our NEOs with health and welfare benefits under the broad-based program generally available to all of our employees. This
allows them to receive certain benefits that are not readily available to individuals except through an employer and to receive certain benefits
on apretax basis. Our benefit program includes the Meridian Safe Bank Retirement\fasgirogidiel ime savings plan in lieu of higher current cash
compensation to ensure that employees have a source of retirement income and because these plans enjoy more favorable tax treatment than
current compensation. Under this plan, employee contributions of up to 6% of salary were matched 100% by Meridiaie Sifin Bankprovided a
2% nonmatching contribution on both salary and annual cash incentives, which fully vests after being employed for three years, and a 2%
nonmatching discretionary contribution on salary in light of the Company's 2012 performance.

Meridian Safe Bank suspended nonqualified contributions to its Retirement Savings Plan in 2009 and did not make any additional nonqualified
contributions in 2012. Therefore, employer contributions for 2012 were made only under the qualified portion of the plan only which limits
contributions to pay up to $250,000.

In addition to broad-based benefits, the NEOs are provided with limited supplemental benefits and perquisites to remain competitive in
attracting and retaining executive talent. For 2012, in accordance with the TARP restrictions, the total value of these perquisites and
supplemental benefits was capped at $25,000.

Long-term Compensation Structure

Based on the compensation structure for 2012, long-term equity-based compensation, represented by DSUs, comprises a significant
portion of each NEOs total compensation. The long-term equity-based portion of total compensation for each NEO and its associated
percentage of total compensation for 2012 are as follows.

(1223 Totaliz ¥ Long-termi;Y.equity-basedi¢ Y.compensation
compensation DollariiY2amount ;Y20 ‘eapbhiiAePetotalic V20 Y2l

Name ($)ig%e T¢ Y20 Yol Vol (Bhayveivdbiiggization (%0)

Michael A. Carpenter 9,557,119 9,500,000 99.4%

Jeffrey J. Brown 4,428,059 3,797,892 85.8%

Barbara Y astine 5,215,956 4,587,357 88.0%

William Muir 4,031,723 3,400,000 84.3%

James G. Mackey 3,030,904 2,450,000 80.8%

Thomas Marano 8,030,548 1,821,397 22.7%

Employment Agreements and Severance
Meridian Safe Bank currently has no employment agreement with any of the NEOs.

As acondition to participating in TARP, Meridian Safe Bank's NEOs and the next five most highly compensated employees are not eligible for any
severance in the event of termination of employment. These restrictions apply until Meridian Safe BATRP gtigations.

Clawback Provisions

In connection with the risk assessment Meridian Safe Bank conducted in 2012, the Company has reviewed al of itsincentive compensation programs t
ensure they include language allowing the Company to recoup incentive payments made to recipients in the event those payments were based
on financia statements that are later found to be materially inaccurate. Incentive plans that did not include such language were revised to
allow for incentive payments to be recovered. A recipient who fails to promptly repay Meridian Safe Bank under such circumstances is subject to terminatio
of employment.
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Summary Compensation Table

The following table shows compensation for any person serving as principal executive officer or principal financial officer during 2012,
aswell asMeridian Safe Bank's next three most highly compensafiédeegecutive of

Stock All other
Salary awards compensation Total

Name and principal position Year (B)i¢Ya(@)i¢ Yo(bl)is va(c)ic Ya(d)ie Yo (69) (F) %)
Michael A. Carpenter 2012 (P27 9,500,000 57,119 9,557,119
Chief Executive Officer 2011 (P27 9,500,000 43,077 9,543,077

2010 186,346 9,708,750 29,958 9,925,054
Jeffrey J. Brown 2012 600,000 3,797,892 30,167 4,428,059
Senior Executive Vice President of Finance and Corporate 2011 600,000 3,743,678 29,609 4,373,287
Planning 2010 500,000 3,750,000 38,908 4,288,908
Barbara Yastine 2012 600,000 4,587,357 28,599 5,215,956
Chief Executive Officer and President, Meridian Safe Bank 2011 600,000 4,587,357 27,950 5,215,307
William Muir 2012 600,000 3,400,000 31,723 4,031,723
President 2011 509,000 3,147,280 30,595 3,686,875
James G. Mackey 2012 550,000 2,450,000 30,904 3,030,904
Chief Financia Officer 2011 550,000 2,305,738 29,653 2,885,391

2010 475,068 1,922,951 21,604 2,419,623
Thomas Marano 2012 6,182,052 1,821,397 27,099 8,030,548
Chief Executive Officer, ResCap 2011 600,000 7,403,449 31,450 8,034,899

2010 500,000 6,906,250 26,785 7,433,035

(@  Theamounts shown as salary represent the cash portion of base salary and do not include the DSUi¢Y2award values that are part of the executive's base salary and are shown as
stock awards in this table. Amounts for Mr. Marano for 2012 include $5,582,052 deferred cash paid in lieu of DSUs granted after May 14, 2012 pursuant to the request of the
ResCap Board of Directors, the Special Master's November 30, 2012 Supplemental Determination Letter, and disclosure to the Bankruptcy Court. Deferred cash is payablein
three equal installments: the first on the final payroll date of 2012, the second ratably over 2013 and the third ratably over 2014. At the request of the ResCap Board of
Directors, effective January 1, 2013, the annual salary to be paid to Mr. Marano was reduced to $2,000,000 per year. Of this amount, $600,000 will be paid in cash and the
balance will be paid in deferred cash, subject to the approval of the Special Master. Mr. Marano also served as Chief Capital Markets Officer through May 14, 2012.

(b)  For 2010, represents the amount of Mr.i¢¥2Carpenter's compensation that was paid in cash prior to Marchi¢%223, 2010, when his compensation structure changed to be fully based on
long-term equity of the Company.

(c) The 2012 total representsthe grant date fair value of the Meridian Safe Bank DSU awards granted in 2012 and is not necessarily the cash payTienameentsdor each NEO for
2012 are displayed in the following table. For Mr. Marano, Stock Awards for 2012 of $1,821,397 were granted prior to May 14, 2012. Amounts granted after May 14, 2012
were granted as deferred cash as explained in footnote (a) above. For further information related to compensation paid to ResCap employees, including Mr. Marano, refer to The
Pay Process for 2012.

Name DSUi$k IRSUig Totaligp

Michael A. Carpenter 9,500,000 i¢¥2 9,500,000
Jeffrey J. Brown 3,797,892 [P5Z] 3,797,892
Barbara Y astine 4,587,357 i 4,587,357
William Muir 3,400,000 [P5Z] 3,400,000
James G. Mackey 2,450,000 i 2,450,000
Thomas Marano 1,821,397 [P5Z] 1,821,397

(d) The 2011 total represents the grant date fair value of the Meridian Safe Bank DSU and IRSU award4 grathiechiot 2@ttessarily the cash payment received. The amounts for each
NEO for 2011 are displayed in the following table.

Name DSUigp IRSUI($) Totalig$p

Michael A. Carpenter 8,000,000 1,500,000 9,500,000
Jeffrey J. Brown 2,350,000 1,393,678 3,743,678
Barbara Yastine 2,858,238 1,729,119 4,587,357
William Muir 1,931,520 1,215,760 3,147,280
James G. Mackey 1,353,825 951,913 2,305,738
Thomas Marano 4,735,633 2,667,816 7,403,449

() The 2010 total represents the grant date fair value of the Meridian Safe Bank DSU and IRSU awards granted in 2010 and is not necessarily the cash payhfenamenentédr
Mr.i¢¥2Carpenter includes $395,096 of IRSU awards that were granted in Januaryi¢%42010 for performance in 2009, as per the SEC fitiesamounts for each NEO for 2010 are
displayed in the following table.

Name DSUi@e IRSU ($) Tota ($)

Michael Carpenter 7,813,654 1,895,096 9,708,750
Jeffrey J. Brown 2,350,000 1,400,000 3,750,000
James G. Mackey 1,119,964 802,987 1,922,951
Thomas Marano 4,437,500 2,468,750 6,906,250

(f)  Refer to the All Other Compensation in 2012 section for further details.
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Michaelig  Jeffrey J. Barbara William James G. Thomas

Carpenter Brown Yastine Muir Mackey Marano
Financia counseling (a) $ 3500 $ 3500 $ i $ iz $ 3439 $ 3,500
Liability insurance (b) 425 425 425 825 425 425
Wellness credit (c) [P2Z3 (1223 i¢Ye i¢Ye 150 1¢Y2
Tota perquisites 3,925 3,925 425 825 4,014 3,925
Life insurance (d) 28,194 1,242 3,174 5,898 1,890 3,174
401(k) matching contribution (e) 25,000 25,000 25,000 25,000 25,000 20,000
Total all other compensation $ 57119 $ 30167 $ 28599 $ 31,723 $ 30904 $ 27,099

(@ We provide ataxable allowance to certain senior executives for financial counseling and estate planning services with one of several approved providers.
The NEOs are provided an enhanced financial and estate planning service. Costs associated with this benefit are reflected in the table above, based on the
actual charge for the services received. Any taxes assessed on the imputed income for the value of this service are the responsibility of the executive.

(b) Representsthetotal cost of liability insurance for 2012.

() Represents a$150 wellness credit for participating in and compl eting various wellness initiatives as part of a company-wide wellness program.

(d) Representsthetotal cost of life insurance for 2012.

(e) Representsthe employer contribution, Company match contribution, and discretionary contribution made to the employees' 401(k) fund.

Grants of Plan-based Awards in 2012 i;% Estimated Futug Payments under Equity Incentive Plan Awards
The following table represents Meridian Safe Banki¢¥2DSU awards, which are stated in phantom shares.

Awards made:

Awards made:

January 1, 2012 - May June 1, 2012 - Total 2012
Name 31,2012 (a) December 31, 2012 (a) (%) (8
Michael A. Carpenter 463.3 609.0 9,500,000
Jeffrey J. Brown 114.6 3115 3,797,892
Barbara Yastine 1394 375.3 4,587,357
William Muir 101.0 280.4 3,400,000
James G. Mackey 70.7 204.1 2,450,000
Thomas Marano 210.7 (1223 1,821,397

(@) For all NEOs, DSU awards were granted ratably during the respective periods.

Granti;Y%date

fair value
AlligY20theocki Y2awards: of stock or unit awards

Name Award numberi¢ Y2ofi; ¥sihigvaunit of stock (b) (c) ($)(d)
Michael A. Carpenter DSU 1,072.3 9,500,000
Jeffrey J. Brown DSU 426.1 3,797,892
Barbara Y astine DSU 514.7 4,587,357
William Muir DSU 381.4 3,400,000
James G. Mackey DSU 274.8 2,450,000
Thomas Marano DSU 210.7 1,821,397

(b) For Mr. Marano, al 210.7 shares were granted prior to May 14, 2012. Amounts exclude deferred cash granted in lieu of DSUs after May 14, 2012
pursuant to the request of the ResCap Board of Directors, the Special Master's November 30, 2012 Supplemental Determination L etter, and disclosure to

the Bankruptcy Court.

(c) Theaward grants are expressed as phantom shares of Meridian Safe Bank

(d) Thegrant date fair value amounts shown do not reflect realized cash compensation by the NEOs, which is described in the Stock Awards Vested Table for
the awards. The value shown represents the computed fair value at the date of grant of each award, which was $8,500i¢%2per share for each award from
January 1, 2012 through March 31, 2012. The grant date fair value for awards granted between April 1, 2012 through December 31, 2012 was $9,000 per
share. For afurther discussion of the valuation of equity awards, see footnote (&) in the Outstanding Equity Awards at 2012 Fiscal Year End - Stock
Awards section below and Note 24 to our Consolidated Financial Statements.
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Outstanding Equity Awards at 2012 Fiscal Year Endi;Y2i¢ %2 Stéokards

The following table provides information for the named executive officers regarding the Meridian Safe Bank IRSU awards outstanding at December 31
2012.

Marketi¢2value

Numberi; ¥2of of shares or
sharesi¢ Ybgvaunits units of stock
Grant ofi¢ Yastocki¢ Yothatis Y2havéahat have

Name date not vested (#) (a) (b)  noti¢Yavestliig¥(a)
Michael A. Carpenter 1/28/2010 50.6 455,151

12/16/2010 192.0 1,728,001

12/19/2011 187.5 1,687,500
Jeffrey J. Brown 12/19/2011 174.2 1,567,888
Barbara Y astine 12/19/2011 216.1 1,945,259
William Muir 12/19/2011 152.0 1,367,730
James G. Mackey 12/19/2011 119.0 1,070,903
Thomas Marano 12/19/2011 3335 3,001,293

(@ Amounts shown represent Meridian Safe Bank IRSU awards granted to named executives that have not vested. Each award represents one phsteadiakr&siofBank
market value for the phantom sharesis determined by the Board at least annually, as required by the Meridian Safe Bank LengrEquity Compensation
Incentive Plan. The fair market value for each phantom share at December 31, 2012 was determined to be $9,000. During 2012, Sandler O'Neill &
Partners, L.P. (Sandler O'Neill), an independent investment banking firm, was engaged to provide certain valuation analyses and to prepare an annual
report regarding the fair market value of the Company's common equity securities, and to provide other services related thereto. The valuation amounts as
of March 31, 2012 and December 31, 2012 were determined based on the analyses provided by Sandler O'Neill.

(b) Vesting terms of IRSUs granted to NEOs (with the exception of Mr. Carpenter) were modified in 2012 as aresult of the Special Master's Supplemental
Determination Letter dated June 8, 2012. For these NEOs, 2011 awards will vest after two years of service. Even if vested, as required by the Interim
Final Rule, IRSU awards may be paid only in 25% installments as Meridian Safe BATRRetigetions in 25% increments, and will otherwise be forfeited.
No modifications were made to Mr. Carpenter's awards. Mr. Carpenter's grants vest as follows: grant dated January 28, 2010 vests January 28, 2013, grant
dated December 16, 2010 vests December 16, 2013 and grant dated December 19, 2011 vests December 19, 2014.

Options Exercised and Shares Vested in 2012
During 2012, no stock options were held by the named executive officers.

The following table reflects the Meridian Safe Bank IRSU and RSU awards that Restdssianfi@l portion of the value cannot be paid until
Meridian Safe Bank fufih&R eiigations.

Numberi; ¥20f slear

acquired on vesting Value realized
Name #) (a) (b) on vesting ($) (b) (c)
Michael A. Carpenter ¢ 1¢%2
Jeffrey J. Brown 336.8 3,030,934
Barbara Y astine 64.0 576,000
William Muir 281.4 2,532,831
James G. Mackey 172.9 1,526,579
Thomas Marano 559.0 5,030,628

(@ Amounts shown represent the 2012 vesting of the continued service portion of Mr. Brown's, Mr. Muir's, Mr. Mackey's and Mr. Marano's 2009 |RSU
grants and 2010 IRSU grants. Also for Mr. Muir, the amount shown represents the 2008 RSU which vested and paid December 31, 2012. Ms. Yastine's
amount shown represents the 2012 vesting of the continued service portion of her 2010 IRSU. The 2009 IRSU and 2010 IRSU vesting was modified in
2012 as aresult of the Special Master Supplemental letter dated June 8, 2012. Except for Mr. Carpenter, these awards vested after two years of service
from the grant date. Even if vested, as required by the Interim Final Rule, these awards may be paid only in 25% installments asMeridian Safe BaAiRRepays its
obligationsin 25% increments, and will otherwise be forfeited.

(b) Mr. Muir'sfina tranche of his 2008 RSU award vested and paid on December 31, 2012.

(c) Thevaueredized for the vested sharesistheir fair market value as determined at least annually by the Board, as required by the Meridian SafsBdaiityng-T
Compensation Incentive Plan. The amounts paid in 2012 represent the first 25% installment based on the partial repayment of TARP obligations and were
asfollows: $757,734 for Mr. Brown, $144,000 for Ms. Yastine, $603,361 for Mr. Muir, $381,645 for Mr. Mackey, and $1,257,657 for Mr. Marano.
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Nonqualified Deferred Compensation in 2012

The table below reflects year-end balances, Company distributions, and all earnings associated primarily with the Meridian Safe Bank nonqualified
equalization plan. This plan allows Company contributions to this plan to continue after the IRS maximum limits under our 401(k) plan have
been reached.

Nonqualified deferred compensation

Executive Registrant Aggregate Aggregate Aggregate
contributions contributions earnings withdrawals/ balance
Name Plan name inlast FY($) in last FYi¢de ini¢ YalastigFY distributionsi¢®y  ati¢lastic AB)Y Eig Y2

Michaeli¢ghsA.i¢CarpenterDSUs (a) (b) ¢ 9,500,000 904,553 4,488,084 19,859,733
Jeffrey J. Brown Nonqualifiedi¢¥zBenefit

Equalizationi¢¥2Plani¢¥4(c) [PEZ) 1¢Y2 2,650 Y2 27,413

DSUs (a) (b) 10223 3,797,892 254,624 2,947,646 5,121,993

Barbara Yastine DSUs (a) (b) (P2 4,587,357 297,361 3,293,894 6,107,921
William Muir Nonqualifiedi2Benefit

Equalizationi¢¥2Plani¢¥4(c) ¢V i¢Y2 23,020 iéYe 213,996

DSUs (a) (b) (P27 3,400,000 254,810 3,532,010 4,241,966

James G. Mackey DSUs (a) (b) P23 2,450,000 137,038 1,695,288 3,006,041
Thomas Marano Nonqualifiedi¢Z/2Benefit

Equalizationi¢¥2Plani¢¥4(c) [PEZ) 1¢Y2 5,733 Y2 50,986

DSUs (a) (b) 10223 1,821,397 518,350 4,230,388 6,364,448

Deferred Cash (d) (P2 5,582,052 (P27 1,943,035 3,639,017

(& In2009, weincluded DSU awards, which vested at grant date, within the Options Exercised and Shares Vested in 2009 table. Starting in 2010 and
continuing in 2012, we have included the DSU award information in the Nonqualified Deferred Compensation in 2012 table to more accurately reflect the
form of the awards.

(b) The NEOs had outstanding DSU award values at Decemberi¢/231,i J/80$13,943,264 for Mr.i¢¥2Carpent&¥,017,124 for Mr. Brown, $4,517,096 for
Ms.ivestine, $4,119,166 for Mr. Muir, $2,114,292 for Mr.i¢¥2Mackend $8,255,088 for Mr.i¢¥2Marano.

() Meridian Safe Bank maintains a nonqualified benefit equalization plan for highly-compensated employees, includihsthleiNis@snonqualified savings plan
designed to allow for the equalization of benefits for highly compensated employees under the Meridian Safe Banki¢%2401(k) Program when such employees' contributior
and benefit levels exceed the maximum limitations on contributions and benefits imposed by Sectioni¢%42004 of the Employee Retirement Income Security
Act ofi¢21974, as amended, and Sectioni¢%2401(a)(17) and 415 of the Internal Revenue Code ofi¢%21986, as afrteisdaidn i s maintained as an unfunded plan
and all expenses for administration of the plan and payment of amounts to participants are borne by M eridtactSphetRaphnt is credited with earnings based
on aset of investment options selected by the participant similar to 401(k) investment option to al employees. Pursuant to the Special Master's
Determination Letter dated Octoberi¢¥22,i¢%22009, contributions to this plan were suspeftiedefore, the amounts shown reflect contributions made by the
Company prior to receipt of the Determination L etter.

(d) Mr. Marano received deferred cash after May 14, 2012 in lieu of DSUs pursuant to the request of the ResCap Board of Directors, the Special Master's
November 30, 2012 Supplemental Determination Letter, and disclosure to the Bankruptcy Court. Deferred cash is payable in three equal installments: the
first on the final payroll date of 2012, the second ratably over 2013 and the third ratably over 2014.

Executive Compensation i % Post-employment andlermination Benefits

As acondition to participating in TARP, Meridian Safe Bank's NEOs and next five highest paid employees waived any right to severance in the event o
their termination of employment. These waivers apply until Meridian Safe BARRgigations to the U.S.i¢¥2Department Bfeasury.

Director Compensation

Employee directors do not receive any separate compensation for their Board activities. Non-employee directors receive the
compensation described below.

Effective April 1, 2012, the annual retainer paid to non-employee directors was increased from $180,000 to $200,000 and was paid
entirely in cash. DSUs had been included in the program for $110,000 of the $180,000 annual retainer in 2011, and were also awarded for a
portion of the annual retainer paid for the first quarter of 2012, as part of planning for a potentia initial public offering. An additional retainer
is paid to non-employee directors who serve as a chair of a standing committee, which was a so increased during 2012 from $30,000 to
$50,000 each. All non-employee directors who serve as members of committees, including chairs of a committee, are paid additional retainers
of $20,000 each. The Chair of the Board receives an additional retainer of $250,000. For the first quarter of 2012, this additional retainer was
paid half in cash and half in DSUs, and was changed to all cash effective April 1, 2012, the same as the Board retainer. Meeting fees of $2,000
for each in-person meeting and telephonic meeting lasting more than one hour are payable when the Board or any committee meets more than
eight times per year.

Non-employee directors are reimbursed for travel expenses incurred in conjunction with their duties as directors. Furthermore, Meridian Safe Bank will
provide the broadest form of indemnification permitted under Delaware law in connection with liabilities that may arise as aresult of their
role on the Board, provided that the director satisfies the statutory standard of care.
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Beginning January 1, 2012, Meridian Safe Bank pays additional director compensation to John J. Stack for his service sbidieec@afefBank Unionin an
annual amount equal to $165,000, representing the equivalent of a Board retainer of $115,000 and an additional retainer of $50,000 for
service on committeesin lieu of meeting fees.

The following table provides compensation for non-employee directors who served during fiscal 2012.

2012 Director Compensation Table

Fees earned

) or paid in Stock awards )
Director name cashig@ich(a) (b) (®) (3) () (d) _ Total (8)ie¥(a)
Robert T. Blakely 281,500 27,500 309,000
Mayree C. Clark 277,250 27,500 304,750
John D. Durrett 230,250 27,500 257,750
Kim S. Fennebresque 248,500 27,500 276,000
Franklin W. Hobbs 446,250 58,750 505,000
Marjorie Magner 246,750 27,500 274,250
John J. Stack 462,250 27,500 489,750
Henry S. Miller 85,001 (122 85,001
Gerad Greenwad 85,850 1¢%2 85,850

(@) Theretainer and fees for our non-employee directors were prorated based on when each director served on the Board and their respective committees.
(b) Asnoted above, the non-employee directors' cash retainer and fees consist of the following components:

Committeei¢ Yochigjv2or

Annual cash ~ member/chair of Meridian Safe Baxddititoal
Director Name retainer ($) Board fees (3$) Board Fees ($) meetingi¢Yzfed) (
Robert T. Blakely 167,500 85,000 e 29,000
Mayree C. Clark 167,500 85,000 1¢Ya 24,750
John D. Durrett 167,500 40,000 i¢e 22,750
Kim S. Fennebresque 167,500 65,000 1¢Ya 16,000
Franklin W. Hobbs 167,500 258,750 e 20,000
Marjorie Magner 167,500 60,000 iéYe 19,250
John J. Stack 167,500 105,000 165,000 24,750
Henry S. Miller 75,754 7,247 1¢Ya 2,000
Gerald Greenwald 75,754 6,096 e 4,000
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(c) Asnoted above, stock awards granted to the non-employee directors are in the form of DSUs. Amounts in this column represent the aggregate grant date
fair value of the DSU awards granted to the directorsin 2012 and 2011. The grant date fair value of each DSU award granted to the directorsin 2012 and
2011 are as follows:

Grant date fair
value of stock or

Director name Award Grant Date unit awards ($)
Robert T. Blakely DSU 3/31/2011 27,500
DSU 6/30/2011 27,500
DSU 10/1/2011 27,500
DSU 12/31/2011 27,500
DSU 3/31/2012 27,500
Mayree C. Clark DSU 3/31/2011 27,500
DSU 6/30/2011 27,500
DSU 10/1/2011 27,500
DSU 12/31/2011 27,500
DSU 3/31/2012 27,500
John D. Durrett DSU 3/31/2011 2,411
DSU 6/30/2011 27,500
DSU 10/1/2011 27,500
DSU 12/31/2011 27,500
DSU 3/31/2012 27,500
Kim S. Fennebresque DSU 3/31/2011 27,500
DSU 6/30/2011 27,500
DSU 10/1/2011 27,500
DSU 12/31/2011 27,500
DSU 3/31/2012 27,500
Franklin W. Hobbs DSU 3/31/2011 58,750
DSU 6/30/2011 58,750
DSU 10/1/2011 58,750
DSU 12/31/2011 58,750
DSU 3/31/2012 58,750
Marjorie Magner DSU 3/31/2011 27,500
DSU 6/30/2011 27,500
DSU 10/1/2011 27,500
DSU 12/31/2011 27,500
DSU 3/31/2012 27,500
John J. Stack DSU 3/31/2011 27,500
DSU 6/30/2011 27,500
DSU 10/1/2011 27,500
DSU 12/31/2011 27,500
DSU 3/31/2012 27,500

(d) Thefollowing table sets forth the aggregate number of DSUs held by each non-employee director at December 31, 2012. Each DSU represents one
phantom share of Meridian Safe Bank

Name Number of DSUs (#)
Robert T. Blakely 15.0
Mayree C. Clark 15.0
John D. Durrett 12.6
Kim S. Fennebresque 15.0
Franklin W. Hobbs 321
Marjorie Magner 15.0
John J. Stack 15.0
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related

Stockholder Matters

The following table sets forth information with respect to beneficial ownership of Meridian Safe Bank common stock by each person known by us to b
the beneficial owner of more than five percent of our outstanding common stock. The number of shares reported below are as reflected in our
stock register at Februaryi¢428, 2Q%8d the percentages provided are based on 1,330,970i¢Y2shares of common stock outstandingfaebruaryi¢228,
2013.

Amounti¢ Y2andi¢ Yaatur
ofi¢¥beneficiali¢¥s  Percent

Name and address of beneficial owner ownershipi¢¥z(a) of class
U.S. Department of Treasury 981,971 13.18%
1500 Pennsylvania Avenue

Washington, D.C. 20220

GMAC Common Equity Trusti¢¥ 132,280 9.94%

c/o Hillel Bennett
Stroocki¢%2& Stroockicv2& Lavan
180 Maiden Lane
New York, New York 10038-4982

Persons affiliated with Cerberus Capital Management,i¢¥sL .P 115,434 8.67%
c/o Cerberus Capital Management,i¢¥2l.P

299 Park Avenue, 22nd Floor

New York, New Yorki¥210171

(@ All ownership isdirect.

For details with respect to equity incentive plans, refer to Itemi % Executive Compensation.

Item 13. Certain Relationships and Related Transactions, and Director Independence
Certain relationships and related transactions are described below.

Relationship with General Motors
Products and Services Provided to GM

We provide various products and services to GM on terms comparable to those we provide to third parties. Except as described below,
we currently expect to continue to provide these servicesto GM on an ongoing basis. These products and services include the following:i¢%2

1¢~2 We provide wholesale and term-loan financing to deal erships that are either wholly owned by GM or in which GM has a controlling
interest. The majority of these dealerships are located in the United States. At Decemberi¢Y231, 2QF2nance receivables and loans to
dealerships owned or majority-owned by GM totaled $260i¢%2million.

1¢¥2 We provide operating leases to GM -affiliated entities for buildings with a net book value of $61i¢Y2millionecemberiéy231, 20IPhe
income statement effect of |ease revenues was $8i¢%zmillion during the year endBibcemberi¢/231, 2012

1¢Y2 The income statement effect for interest on notes receivable from GM was $7i¢%million during the year endBibcemberi %431, 2014

T¢Y2 We have other |ease arrangements whereby we lease facilities to GM whereby we have advanced $3i¢2milliofhe income statement
effect for leasing revenues under these arrangements was $1i¢¥2million for the year endBbcemberi¢2231, 2012

1¢¥% In certain states, we provide insurance to GM for vehicle service contracts and for which we have recognized insurance premiums
of $101 million for the year ended Decemberi¢431, 2012

1¢¥2 GM may €elect to sponsor financing incentive programs for wholesale dealer financing, which is known as wholesale subvention.
The income statement effect of wholesale subvention and service fees was $177i¢Y2million for the year endBobcemberi¢231, 2012

Support Services Provided by GM

GM historically has provided a variety of support services for our business, and we reimburse GM for the costs of providing these
servicesto us. In addition, GM supports us by reimbursing us for certain programs it has with its customers or for expenses we may
experience due to their business operations. The services GM provides us, including reimbursement arrangements, include:i¢%2

1¢¥2 GM may €elect to sponsor incentive programs (on both retail contracts and leases) by supporting financing rates below standard rates
at which we purchase retail contracts. In addition, under residual support programs, GM may upwardly adjust residua values above
the standard lease rates. The subvention related receivables were $172 million at Decemberizy4231, 2012

1¢¥2 GM provides lease residual value support as a marketing incentive to encourage consumers to lease vehicles. For certain specific
contracts at termination of the lease, GM reimburses us to the extent the remarketing sales proceeds are |ess than the residual value
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set forth in the contract and no greater than our standard residual rates. To the extent remarketing sales proceeds are more than the
contract residual at termination, we reimburse GM for its portion of the higher residual value. The income from GM for residual
support was $5 million for the year ended Decemberi¢¥%31, 2012

1¢Y%2 GM provides financing rates below standard rates at which we purchase contracts (rate support). The revenue from GM for rate
support was $629i:2million for the year endBibcemberi¢431, 2012

1¢¥2 GM reimburses us for certain selling expenses we may incur on certain vehicles sold by us at auction. The income statement effect
for the reimbursements was $1i¢%zmillion for the year endBibcemberi¢?431, 2012

1¢¥2 GM occasionally provides payment guarantees on certain commercial and dealer loans and receivables Concord Trust Bank hakeutstanding.
amount of commercial and dealer loans and receivables covered by a GM guarantee was $127i¢%4millionecemberi¢231, 2012

1¢%2 GM provides us certain other services and facilities services for which we reimburse them. The income statement effect for these
services was $86i ¢vamillion for the year endBobcemberi¢?431, 20122

1¢¥2 GM provides us certain marketing services for which we reimburse them. The income statement effect for the marketing services
was $5i¢2million for the year endBabcemberi¢2231, 2012

1¢Y2 We have accounts payable to GM that include wholesal e settlement payments to GM and notes payable. The balance outstanding
for accounts payable was $563i¢%2million for the year endBibcemberi¢231, 2012

Credit Arrangements and Other Amounts Due from or Owed to GM

1¢¥2 We provide wholesale financing to GM for vehiclesin which GM retains title while the vehicles are consigned to Concord Trust Bank or dealersi
Italy. The financing to GM remains outstanding until title is transferred to the dealers. The amount of financing provided to GM by
Concord Trust Bank under this arrangement varies based on i dviebtecgridaeatliz’231, 2Q1Re amount of this financing outstanding was
$112i ¢amillion.

1¢¥% Invarious countriesin Europe, we were party to a Rental Fleet Agreement in which we agreed to buy from the rental companies, on
agreed terms reflecting fair value, all vehicles sold by GM to rental car companies that GM had become obligated to repurchase.
The Rental Fleet Agreement provided for a true-up mechanism whereby GM was required to reimburse us to the extent the revenues
we earned from the resale of the vehicles were |ess than the amount we paid the rental companies to purchase such vehicles. At
Decemberi¢231, 2Q2&e had a receivable in the amount of $18i¢%2million for providing this service.

Capital Contributions Received from GM
During 2012, we did not receive any capital contributions from GM.

Related Party Transaction Procedures

Pursuant to the Concord Trust Bank Financiali¢y2lnc. Bylaws dated Decemberi Y230 igic@@D¥ ritkefBiknany] its subsidiaries must, subject to certain
limited exceptions, conduct all transactions with its affiliates, stockholders and their affiliates, current or former officers or directors, or any of
their respective family members on terms that are fair and reasonable and no less favorable to Concord Trust Bank than it would obtain in a comparable
arm's-length transaction with an independent third party.

In addition, the Bylaws further provide for procedures and approval requirements for certain transactions with related persons.
Specificaly, without prior approval of the holders of amajority of Concord Trust Bank common stock (which must include a minimum of two common
stockholders) and at least a majority of the Concord Trust Bank independent directors, we are not permitted to enter into any transadibeteyith any af
stockholder (other than governmental entities, except for the U.S. Department of Treasury in its capacity as a stockholder) or any of their
affiliates, or any senior executive officer (other than agreements entered into in connection with a person's employment) if the value of the
consideration provided exceeds $5i¢%zmillion drthere is no monetary consideration paid or quantifiable value exchanged, if the agreement is
otherwise determined to be material. Notwithstanding the foregoing, no stockholder approval isrequired if at least amagjority of ACB
independent directors determine that such transaction is entered into in the ordinary course of ACB's business and is on terms no less favorable
to ACB than those that would have been obtained in a comparable transaction with an independent third party

Director Independence

For adiscussion of the independence of members of the ACB Board of Directors and certain other corporate governance matters, refer to
Certain Corporate Governance Mattersin Itemi¢%410.

Item 14. Principal Accountant Fees and Services

We retained Deloittei¢%/Bouchei ¢¥2L LtRe member firms of Deloitte Touche Tohmatsu Limited, and their respective affiliates (collectively,
Deloittei ¢ /Aigite) to audit our consolidated financial statements for the year ended Decemberi¢Y231, 200/ also retained Del oittel ¢ Y/Aigihe,
aswell as other accounting and consulting firms, to provide various other servicesin 2012.
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The aggregate fees billed to us for professional services performed by Deloittei ;Y Zoigihe were as follows.

Decemberi¢%23$,in millions) 2012 2011

Audit feesi¢¥4(a) $ 20 $ 20
Audit-related feesi¢¥(b) 5 6
Tax feesi¢y(c) (P27 1
Total principal accountant fees $ 25 $ 27

(& Audit feesinclude feesfor the integrated audit of our annual Consolidated Financial Statements, reviews of interim financial statementsincluded in our
Quarterly Reports on Formi¢¥210-Q, and audit services in connection with statutory and regulatory filings. In addition, this category includes approximately
$1i¢million in bdB12 and 2011, pertaining to services such as comfort letters for securities issuances and consents to the incorporation of audit reports
in filings with SEC.

(b) Audit-related feesinclude fees for assurance and related services that are traditionally performed by the principal accountant, including attest services
related to servicing and compliance, agreed-upon procedures relating to securitizations and financial asset sales, internal control reviews, consultation
concerning financial accounting and reporting standards, audits in connection with acquisitions and divestitures, employee benefit plan audits, and audits
of actuarial estimates.

(c) Tax feesinclude feesfor services performed for tax compliance, tax planning, and tax advice, including preparation of tax returns and claims for refund,
and tax payment-planning services. Tax planning and advice also include assistance with tax audits and appeals and tax advice related to specific
transactions.

The services performed by Deloittei ¢ ¥/Boigdhe in 2012 were preapproved in accordance with the Independent Auditor Services and
Preapproval Policy of the ACBAudit Committee. This policy requires the independent registered public accounting firm to present the
proposed audit services and related fees to the ACBAudit Committee for approval prior to the commencement of the services. Amounts
exceeding theinitially approved audit fees, or audit services not initially contemplated or considered during the initial approval, must be
separately approved by the Committee.

The ACBAudit Committee must also preapprove all audit-related services, tax services, and all other services that are proposed to be
provided by the independent registered public accounting firm. Similar to audit services, management and the independent registered public
accounting firm annually present the proposed services and related fees to the ACBAudit Committee for approval prior to the commencement
of services. The Committee's approval of the services and fees form the basis for an annual limit on such fees. The Committee periodically
reviews the spending against these limits. Services that were not initially contemplated or considered during the initial approval must be
separately approved by the Committee.

The ACBAudit Committee determined that all services provided by Del oittei/Aoighe during 2012 were compatible with maintaining
their independence as principa accountants.
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Item 15. Exhibits, Financial Statement Schedules

The exhibits listed on the accompanying Index of Exhibits are filed or incorporated by reference as apart of thisreport. This Index is
incorporated herein by reference. Certain financia statements schedules have been omitted because prescribed information has been
incorporated into our Consolidated Financial Statements or notes thereto.

Exhibit  Description T¢Y4 ¢Method of Filing
31 Amended and Restated Certificate of Incorporation of ACB  i¢%4i¢Fled as Exhibiti¢43.1 to the Company's Current Report on
Financia Inc., dated as of March 25, 2011 Formi¢¥28-K dated as of March 25, 2011 (Filei¢¥2No.i¢¥21-3754),
incorporated herein by reference.
32 Bylaws of ACB Financial Inc., dated as of March 25, 2011 i¢¥%i¢FAled as Exhibiti¢43.2 to the Company's Current Report on
Formi¢¥28-K dated as of March 25, 2011, (Filei¢¥2No.i¢%%1-3754),
incorporated herein by reference.
41 Form of Indenture dated as of Julyi¢¥%1,i¢%21982, between thei Y2 ¢FAled as Exhibiti¢24(a) to the Company's Registration
Company and Bank of New Y ork (Successor Trustee to Statement No.1¢%22-75115, incorporated herein by reference.
Morgan Guaranty Trust Company of New Y ork), relating to
Debt Securities

411 Form of First Supplemental Indenture dated as of 1¢Y4 ¢l ed as Exhibiti¢y24(g) to the Company's Registration
Aprili¢y21,1¢421986, supplementing the Indenture designated as ~ Statement No.7¢233-4653, incorporated herein by reference.
Exhibiti¢y24.1

412 Form of Second Supplemental Indenture dated as of ¢4 ¢HAled as Exhibiti¢y24(h) to the Company's Registration
Junei¢¥215,1¢421987, supplementing the Indenture designated as  Statement No.1¢%233-15236, incorporated herein by reference.
Exhibiti¢y24.1

413 Form of Third Supplemental Indenture dated as of ¢4 ¢Hled as Exhibitisy24(i) to the Company's Registration
Septemberi¢¥230,1¢421996, supplementing the Indenture Statement No.1¢%2333-33183, incorporated herein by reference.
designated as Exhibiti¢224.1
414 Form of Fourth Supplemental Indenture dated as of ¢4 ¢Filed as Exhibiti¢¥24(j) to the Company's Registration
Januaryi¢¥41,i¢%51998, supplementing the Indenture designated as  Statement No.i¢%4333-48705, incorporated herein by reference.
Exhibiti¢y24.1

415 Form of Fifth Supplemental Indenture dated as of ¢4 ¢HAled as Exhibiti¢y24(Kk) to the Company's Registration
Septemberi¢230,i¢21998, supplementing the Indenture Statement No.1¢%2333-75463, incorporated herein by reference.
designated as Exhibiti¢%24.1
4.2 Form of Indenture dated as of Septemberi¢424,i:421996, betwiggni¢Faled as Exhibiti¢144 to the Company's Registration Statement
the Company and The Chase Manhattan Bank, Trustee, No0.1¢%2333-12023, incorporated herein by reference.
relating to SmartNotes

421 Form of First Supplemental Indenture dated as of ¢4 ¢HAled as Exhibitis¥24(a)(1) to the Company's Registration
Januaryi¢¥21,i¢¥21998, supplementing the Indenture designated as  Statement No.1¢%2333-48207, incorporated herein by reference.
Exhibiti¢y24.2

422 Form of Second Supplementa Indenture dated as of ¢4 ¢HAled as Exhibiti¢y24(a)(2) to the Company's Registration
Junei ¢¥220,1¢%22006, supplementing the Indenture designated as ~ Statement No.1¢%233-136021, incorporated herein by reference.
Exhibiti¢y24.2

43 Form of Indenture dated as of Octoberi¢%215,i¢Y21985, betweeiyYzi¢Faled as Exhibiti¢144 to the Company's Registration Statement
the Company and U.S.i¢%2Bank Trust (Successor Trustee to No0.1¢%22-99057, incorporated herein by reference.
Comerica Bank), relating to Demand Notes

431 Form of First Supplemental Indenture dated as of ¢4 ¢Haled as Exhibiti¢24(a) to the Company's Registration
Aprili¢21,1¢441986, supplementing the Indenture designated as~ Statement No.i¢233-4661, incorporated herein by reference.
Exhibiti¢¥24.3

432 Form of Second Supplemental Indenture dated as of ¢4 ¢HAled as Exhibiti¢y24(b) to the Company's Registration
Junei¢¥224,1¢421986, supplementing the Indenture designated as ~ Statement No.1¢%233-6717, incorporated herein by reference.
Exhibiti¢%24.3

433 Form of Third Supplemental Indenture dated as of ¢4 ¢Aled as Exhibitiiy24(c) to the Company's Registration
Februaryi¢¥215,i¢121987, supplementing the Indenture designated ~ Statement No.1¢%233-12059, incorporated herein by reference.
as Exhibiti¢24.3

434 Form of Fourth Supplemental Indenture dated as of 1¢Y4 ¢l ed as Exhibiti¢v24(d) to the Company's Registration

Decemberi¢?21,1¢421988, supplementing the Indenture designated ~ Statement No.i¢%233-26057, incorporated herein by reference.
as Exhibiti¢y24.3

4.35 Form of Fifth Supplemental Indenture dated as of ¢4 ¢HAled as Exhibitiiy24(€e) to the Company's Registration

Octoberi¢42,i 421989, supplementing the Indenture designated as  Statement No.1¢%233-31596, incorporated herein by reference.
Exhibiti¢%24.3
4.3.6 Form of Sixth Supplemental Indenture dated as of 1¢Y4 ¢Aled as Exhibiti¢v24(f) to the Company's Registration

Januaryi¢y21,i¢%21998, supplementing the Indenture designated as  Statement No.1¢%2333-56431, incorporated herein by reference.
Exhibiti¢s¥24.3
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Exhibit  Description 1¢Y4 ¢Method of Filing

437 Form of Seventh Supplemental Indenture dated as of ¢4 ¢HAled as Exhibiti¢24(g) to the Company's Registration
Junei¢%215,1¢421998, supplementing the Indenture designated as ~ Statement No.1¢42333-56431, incorporated herein by reference.
Exhibiti¢¥24.3

4.4 Form of Indenture dated as of Decemberi¢%21,i¢21993, betwedyysi¢FAled as Exhibiti¢144 to the Company's Registration Statement
the Company and Citibank,i¢%2N.A., Trustee, relating to No.1¢%233-51381, incorporated herein by reference.
Medium Term Notes

441 Form of First Supplemental Indenture dated as of T¢Y4 ¢Hled as Exhibiti¢y24(a)(1) to the Company's Registration

Januaryi¢¥21,i¢421998, supplementing the Indenture designated as  Statement No.1¢%2333-59551, incorporated herein by reference.
Exhibiti¢v24.4

45 Indenture, dated as of Decemberi¢431,i¢:%22008, between the i¢Yzi¢FAled as Exhibiti¢}24.2 to the Company's Current Report on
Company and The Bank of New Y ork Mellon, Trustee Formi¢¥28-K dated as of Januaryi¢¥22,i¢¥22009, (Filei¢¥2No.i¢y21-3754),
incorporated herein by reference.
4.6 Amended and Restated Indenture, dated March 1, 2011, ¢4 ¢Faled as Exhibiti¢/24.2 to the Company's Current Report on
between the Company and The Bank of New Y ork Mellon, Formi¢¥28-K dated as of March 4, 2011 (Filei¢¥2No.i¢Y21-3754),
Trustee incorporated herein by reference.
4.7 Form of Guarantee Agreement related to ACB Financial Inc. i¢Yai¢Faled as Exhibiti¢224.7 to the Company's Annual Report for the
Senior Unsecured Guaranteed Notes period ended December 31, 2010, on Formi¢%210-K
(Filei¢%2No.i¢¥21-3754), incorporated herein by reference.
48 Second Amended and Restated Declaration of Trust by and  T¢%4¢FAled as Exhibiti¢y24.1 to the Company's Current Report on
between the trustees of each series of GMAC Capital Trust Formi¢28-K dated as of March 4, 2011 (Filei¢¥2No.i¢Y21-3754),
I, ACB Financia Inc., as Sponsor and by the holders, from incorporated herein by reference.

time to time, of undivided beneficial interestsin the relevant
series of GMAC Capital Trust I, dated as of March 1, 2011

4.9 Series 2 Trust Preferred Securities Guarantee Agreement 1¢Y4 ¢Faled as Exhibiti¢/24.3 to the Company's Current Report on
between ACB Financial Inc. andThe Bank of New York Formi¢¥28-K dated as of March 4, 2011 (Filei¢¥2No.i¢Y21-3754),
Mellon, dated as of March 1, 2011 incorporated herein by reference.

10 Amended and Restated Governance Agreement, dated asof  1¢%4i¢Fled as Exhibiti¢%210.2 to the Company's Current Report on

Mayi¢%221,1¢¥22009, by and between GMACi %2 nc., FIMi¢Y2Holdifgsmi¥28-K dated as of Mayi¢¥222,i¢%22009 (Filei¢2No.i¢¥21-3754),
LLC, GM Financei¥2Co. Holdingsi¢¥2L L C and the United States incorporated herein by reference.
Department of the Treasury

10.1 Letter Agreement, dated as of Mayi¢%%21,i¢%22009, between i¢Yzi¢FAled as Exhibiti¢1210.1 to the Company's Current Report on
GMACi ¢¥2nc. and the United States Department of the Formi¢¥28-K dated as of Mayi¢%222,i¢%22009 (Filei¢/2No.i¢Y21-3754),
Treasury (which includes the Securities Purchase Agreement incorporated herein by reference.

¢ Standard Terms attached thereto, with respect to the
issuance and sale of the Convertible Preferred Membership

Interests and the Warrant)

10.2 Securities Purchase and Exchange Agreement, dated asof ~ 1¢%4i¢Fled as Exhibiti¢210.1 to the Company's Current Report on
Decemberi¢%230,1¢422009, between GMAC Inc. and the United Formi¢¥28-K dated as of Decemberi¢¥230,i¢%22009,

States Department of the Treasury* (Filei¢%2No.i¢¥21-3754), incorporated herein by reference.

10.3 Master Transaction Agreement, dated Mayi¢%221,i1¢422009, i¢Vai¢Faled as Exhibiti¢1210.3 to the Company's Quarterly Report for
between GMACi¢¥4nc., Chrydleri¢¥aLLC, U.Sii¢¥2Dealer the period ended Junei¢%430,1¢%22009, on Formi¢%210-Q
Automotive Receivables Transitioni¢2L L C and the United (Filei¢%2No.i¢¥21-3754), incorporated herein by reference.
States Department of the Treasury

10.4 Amended and Restated United States Consumer Financing ¢4 ¢#aled as Exhibiti¢%210.4 to the Company's Quarterly Report for
Services Agreement, dated Mayi¢222,1¢%22009, between the period ended Junei¢%430,i¢%52009, on Formi¢Y210-Q/A
GMACi 2 nc. and General Motors Corporation* (Filei¢¥aNo.i¢Y21-3754), incorporated herein by reference.

105 Amended and Restated Master Services Agreement, dated  i¢%4i ¢F&led as Exhibiti¢210.5 to the Company's Quarterly Report for
Mayi¢%222,i 22009, between GMACi %2 nc. and General Motors  the period ended Junei ¢%230,1¢%22009, on Formi¢%210-Q/A
Corporation* (Filei¢¥aNo.i¢21-3754), incorporated herein by reference.

106 Auto Finance Operating Agreement, entered into on ¢4 ¢Faled as Exhibiti¢210.1 to the Company's Quarterly Report for
Augusti¢¥26,1¢422010, between ACB Financia Inc. and Chrysler  the period ended September 30, 2010, on Formi¢%210-Q/A
Group LLC* (Filei¢%2No.i¢¥21-3754), incorporated herein by reference.

10.7 Intellectual Property License Agreement, dated ¢4 ¢HAled as Exhibiti¢210.1 to the Company's Quarterly Report for
Novemberi¢4230,i¢%52006, by and between General Motors the period ended Marchi¢¥431,1¢%22007, on Formi¢210-Q
Corporation and GMACIi¢%LLC (Filei¢/aNo.i¢21-3754), incorporated herein by reference.

10.8 Capital and Liquidity Maintenance Agreement, entered into  T¢%/4i &ited as Exhibiti¢¥210.2 to the Company's Quarterly Report for
on October 29,1¢%52010, between ACB Financiai¢¥2nc., the period ended September 30, 2010, on Formi¢%4210-Q

IBi¢Y2Finance Holding Company,i¢/2L LC, Credence International Gifediei {36Nmarid1ke754), incorporated herein by reference.
Federal Deposit Insurance Corporation
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Exhibit  Description 1¢Y4 ¢Method of Filing
10.9 Settlement agreement, dated December 23, 2010, by and 1¢Y4 ¢l ed as Exhibiti¢4210.9 to the Company's Annual Report for
between GMAC Mortgage, LLC, Residential Capital, LLC, the period ended December 31, 2010, on Formi¢%210-K/A
Residential Funding Securities, LLC, Residential Asset (Filei¢¥2No.i¢¥21-3754), incorporated herein by reference.
Mortgage Products, Inc., Residential Funding Company
LLC, Residential Funding Mortgage Securities|, Inc.,
Residential Accredit Loans, Inc., Homecomings Financial
LLC, and the Federal National Mortgage Association*
10.10 ACB Financia Inc. Long-Term Equity Compensation 1¢Y5 ¢l ed herewith.
Incentive Plan, as amended
10.11 ACB Financial Inc. Severance Plan, Plan Document and i¢vaicAled herewith.
Summary Plan Description, as amended
10.12 Form of Award Agreement related to the issuance of i¢vaicAled herewith.
Deferred Stock Units
10.13 Deferred Stock Unit Award Agreement for Michael A. T¢Y4 ¢PAled herewith.
Carpenter, dated April 12, 2012
10.14 Deferred Stock Unit Award Agreement for Jeffrey J. Brown, i¢%%i¢#led herewith.
dated April 12, 2012
10.15 Deferred Stock Unit Award Agreement for BarbaraA. T¢Y4 ¢PAled herewith.
Yastine, dated April 12, 2012
10.16 Deferred Stock Unit Award Agreement for William F. Muir, 1% ¢#led herewith.
dated April 12, 2012
10.17 Deferred Stock Unit Award Agreement for James G. i¢vaicAled herewith.
Mackey, dated April 12, 2012
10.18 Deferred Stock Unit Award Agreement for Thomas F. i¢vaicAled herewith.
Marano, dated April 12, 2012
10.19 Partial Release of Liability Agreement, dated March 17, Filed as Exhibiti¢%210.26 to the Company's Annual Report for
2010, by and among Federal Home Loan Mortgage the period ended December 31, 2011, on Formi¢%210-K
Corporation, GMAC Mortgage, LLC and Residential (Filei¢¥aNo.i¢21-3754), incorporated herein by reference.
Funding Company, LLC
10.2 Purchase and Sale Agreement, by and between ACB Filed herewith.
Financial Inc. and Royal Bank of Canada, dated October 23,
2012
10.21 Amended and Restated Purchase and Sale Agreement, by Filed herewith.
and among ACB Financial Inc., General Motors Financial
Company, Inc., and General Motors Company, dated
November 21, 2012, as amended and restated as of February
22,2013
10.22 Share Transfer Agreement, by and between ACB Financial Filed herewith.
Inc. and General Motors Financial Company, Inc., dated
November 21, 2012
10.23 Consent Judgment, dated March 12, 2012 Filed as Exhibiti¢%210.1 to the Company's Current Report on
Formi¢¥28-K dated as of March 12, 2012 (Filei¢¥2No.i¢¥21-3754),
incorporated herein by reference.
12 Computation of Ratio of Earnings to Fixed Charges 1¢Y4 ¢aled herewith.
21 ACB Financial Inc. Subsidiaries as of Decemberi¢/231,i¢%5201¢%4 ¢Filed herewith.
231 Consent of Independent Registered Public Accounting Firm  1¢%%i¢#led herewith.
311 Certification of Principal Executive Officer pursuant to 1¢Y4 ¢aled herewith.
Rulei¢213a-14(a)/15d-14(a)
31.2 Certification of Principal Financial Officer pursuant to 1¢Y5 ¢Fled herewith.
Rulei¢¥213a-14(a)/15d-14(a)
32 Certification of Principal Executive Officer and Principal Filed herewith.
Financial Officer pursuant to 18i¢%2U.S.C.i¢¥2Sectioni¢¥21350
99 Certification of Principal Executive Officer and Principal T¢Y4 ¢led herewith.
Financial Officer, as required pursuant to the TARP
Standards for Compensation and Corporate Governance;
31i¢Y2CFRi ¢Y2Parti ¢%230, Sectioni¢¥230.15
101 Interactive Data File Filed herewith.

Certain confidential portions have been omitted pursuant to a confidential treatment request which has been separately filed with

the Securities and Exchange Commission.
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Pursuant to the requirements of Section 133 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to
be signed on its behalf by the undersigned, thereunto duly authorized, this 1st day of March, 2013.

ACB Financiali¢%2Inc.
(Registrant)

/SI MICHAEL A. CARPENTER
Michael A. Carpenter
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the Registrant and in the capacities indicated, this 1st day of March, 2013.

/SI MICHAEL A. CARPENTER 1¢YAISLJEFFREY J. BROWN
Michael A. Carpenter 1¢Y5Hrey J. Brown
Chief Executive Officer Senior Executive Vice President of Finance and Corporate

T¢Y4Rdanning

/SI DAVID J. DEBRUNNER 1¢Y50 Y2
David J. DeBrunner eVl e

Vice President, Chief Accounting Officer, and
Corporate Controller (P22 PE2)
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/s/ FRANKLIN W. HOBBS

Franklin W. Hobbs
ACB Chairman

/S/ ROBERT T. BLAKELY

Robert T. Blakely
Director

/sI MICHAEL A. CARPENTER

Michael A. Carpenter
Chief Executive Officer and Director

/s MAYREE C. CLARK

Mayree C. Clark
Director

/s/ JoHN D. DURRETT

John D. Durrett
Director

/S/ STEPHEN A. FEINBERG

Stephen A. Feinberg
Director

/sl KiM S. FENNEBRESQUE

Kim S. Fennebresgque
Director

/S/ GERALD GREENWALD

Gerald Greenwald
Director

/S/ MARJORIE MAGNER

Marjorie Magner
Director

/S/ HENRY S. MILLER

Henry S. Miller
Director

/S/ JOHN J. STACK

John J. Stack
Director
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