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PROCEEDI NGS
M5. DEAN: We're on the record at 9:41 a.m on
October 1, 2008. Wuld the witness please raise his right
hand?
Wher eupon,
STANFORD LEE KURLAND
was called as a witness and, having been first duly sworn,
was exam ned and testified as foll ows:
EXAM NATI ON
BY MS. DEAN:
Q Wul d you pl ease state and spell your full nane for
the record?

A Stanford Lee Kurl and.

Q M. Kurland, nmy name is Lynn -- oh, you were going
to spell it. [|'msorry.
A It's K-u-r-1-a-n-d.
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Q My nane is Lynn Dean and |'ma staff attorney with
the Securities and Exchange Comm ssion. At sonme point in the
proceedings this norning, we will be joined by another staff
attorney whose nane is Paris Wnn. Your testinony today has
been requested by the staff as part of a formal investigation
in the matter of Countryw de Financial Corporation, which is
our Los Angeles File No. 3370, to determ ne whether there
have been any viol ations of certain provisions of the Federa

securities laws. However, the facts developed in this

5
i nvestigation mght constitute violations of other Federal or
state civil or crimnal laws. Just sone basic ground rules.
Have you been deposed before?

A Yes.

Q It's simlar to a regular deposition. It's a
little bit different just because we are actually being tape
recorded instead of having a stenographer, which makes it al
the nore inportant that we try to make audi bl e responses and
al so that you let nme finish a question before you answer
because the record gets pretty garbled if we're both tal king
at the same tinme. |If you need to take a break for any reason
today, let me know and we'll go off the record to let you

take a break. The only thing | ask is that you not take a

SEC_ENF_FCIC_005116
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break with a question pending. |If I've asked a question, if
you could answer it first and then we'll go off the record to
take a break. If you don't understand a question that's
asked of you today, please let us know We're just trying to
get at the truth here. | will do ny best to rephrase any
guestion you don't understand to make it intelligible. One
thing that is different froma regular deposition is that
both M. Wnn and | can both ask questions of you, unlike a
traditional civil deposition where usually there is only one
| awyer who can ask questions. | just don't want you to be
surprised if he junps in. Even though we're taking your

testinony in our offices today, you should consider yourself

to be testifying as if you were testifying in a court. The
oath that you took to tell the truth is the sane one you
woul d take in court, and the Conm ssion nmay decide to submt
today's testinony as evidence to a court in a later
proceeding if one is filed. For that reason, you should nake
your best effort to give conplete and honest answers to ny
guestions today. Do you understand all that?

A Yes.

Q Before we went on the record today, you were
provided with a copy of the Conmission's Form 1662, which has

been marked as Exhibit 1. Have you had an opportunity to

SEC_ENF_FCIC_005117
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review Exhibit 1?

A Yes.

Q Do you have any questions about it?

A No.

Q Is there anything that would inpair your ability to

provide truthful and accurate testinony today?
A No.
Q Are you represented by counsel ?
A Yes.
M5. DEAN:  Wul d counsel please identify thensel ves
for the record and state in what capacity you represent M.
Kurl and i n today.
MR CALDWELL: Christopher Caldwell, and I'm

counsel for M. Kurland in his capacity as a w tness today.

7
MR. WLLINGHAM David WIIingham also counsel for
M. Kurland in his capacity as a witness today before the
SEC.
BY MS. DEAN:
Q M. Kurland, |'m handing you now what has been
mar ked as Exhibit 837, which for the record is a copy of an
August 26, 2008 cover letter and a subpoena directed at

Stanford Kurland c/o Christopher Caldwell, Esq.
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(SEC Exhibit No. 837 was nmarked for
identification.)
BY MS. DEAN:
Q M. Kurland, have you ever seen Exhibit 837 before?
A Yes.
Q Do you understand that you are appearing here today
pursuant to a subpoena?
A Yes.
Q One of the things that is attached to Exhibit 837
i s a background questionnaire, which we asked you to fil
out. Have you in fact filled out the background
guestionnaire?
A I have.
Q We' Il go through the detail in the background
guestionnaire, and to the extent we get to any question that
you don't know the answer to today, | would ask that counse

provide that information to us.

VR. CALDWELL: As we previously stated off the
record, we'll be happy to work with you on this, because
obviously our interest is to try to get through this as
expedi tiously as possible for everyone.

M5. DEAN: Right.

BY MS. DEAN:
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Q M. Kurland, what did you do to prepare for
testi nony today?

A I nmet several afternoons with ny counsel

Q Have you di scussed your testinony with anyone ot her
t han your counsel ?

A The fact that |'mconming to testify?

Q Yes.

A I've discussed it with several people, ny fanmly
people I work with, ny assistant.

Q D d you have any substantive conversati ons about
what you expected the content of your testinony to be with
any of those individuals?

A No.

Q Did you speak to any current or fornmer Countryw de
enpl oyees in preparation for testifying here today?

A No.

Q Did you review any docunents in preparation for

testifying here today?

A No.
9
Q | asked you if you had been deposed and you said
you had previously been deposed. |n what cases have you been
deposed?
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A | believe, to the best of ny recollection, | was
deposed twice. Once was a civil enploynment matter, and the
other was with the SEC and having to do with tradi ng stock.
It's many years ago.

Q Was it in the Los Angeles Ofice of the SEC?

A Washi ngton; |1'msorry.

Q Was it an insider trading case?

A You know, it wasn't a case.
Q | should say an investigation.
A It was an investigation, and nothing ever cane out

of it, so | don't know -- they just wanted ny testinony about
-- | think I had sold 5,000 shares. This could go back to
the 1980s. It was quite sone tinme ago.

Q Ckay. The civil enploynent matter, was your
testinony there related to an enpl oyee who had been

term nated at Countryw de?

A Yes.
Q Do you renenber the nanme of the enpl oyee?
A l"'msorry, | don't.
Q Do you know what their job title was?
A The person was in Marketing.
Q Do you know when that testinmony was given?
10
A It could be ten years ago, a pretty long tinme ago.
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> O

Q

Was that a lawsuit in California?

| believe so.

Was your testinony taken in California?
Yes.

Were you a defendant in that nmatter?
Yes. Countryw de was the defendant.
You personally were not a defendant?

| was not. |'msorry.

That's all right. Thank you. M. Kurland,

you ever been known by any ot her nane?

A

Q

> O » O » O » O » O >

O

No.

Pl ease state your date and place of birth.
June 11, 1952 in Los Angel es.

And what is your Social Security number?

572- 86-8061.

have

Can you pl ease state your current hone address?

6005 WIliam Bent Road, Hi dden Hills, California.

How | ong have you lived there?
Fourteen years.

Does anyone el se live there with you?
My wife and nmy father and a housekeeper
VWhat's your father's nane?

Benj ami n.

H's last name is al so Kurland?
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A Kur | and.

Q What's your wife's nane?

A Shei | a.

Q And what's the housekeeper's nane?

A Mer cedes.

Q Does she have a | ast nane?

A Gar ci a.

Q Do you have any chil dren?

A Three children.

Q Do they live with you?

A No.

Q How ol d are they?

A | have three daughters. One is 24, one is 22, and
one is 19.

Q Do you own any homes other than your principal

resi dence?

A Yes.

Q Where are those | ocated?

A We have a second honme in Malibu at 31380 Broad
Beach Road.

Q Any ot her hones?

A W have several rental properties, which |I'm not
going to be able to give you the addresses.

Q Are they located in the Los Angel es area?

A Yes, they are all in L. A

SEC_ENF_FCIC_005123
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Q Can you state your current hone phone nunber,
pl ease?
A It's area code 818-346-0470.
Q And your current work phone nunber?
A It is 818-224-7011
Q And your cell phone?

MR. CALDWELL: Counsel, I'mgiving you a | ot of
latitude. |1'mjust concerned. Some of this is pretty
personal information

M5. DEAN: This is routine. This is all the
information that was contained in the questionnaire and these
are routine questions.

VR. CALDWELL: | just want to nake sure,
particularly in light of the fact that you have stated this
coul d becone part of the public record at some point, that
there would be sone way to ensure that this infornmation
doesn't becone filed with the court or becone public. It's
certainly private information

M5. DEAN:  Are you going to instruct your wtness
not to answer the question?

MR, CALDWELL: No. |I'mjust trying to see if we

can work sonething out on this.
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MS. DEAN:  You know, this is routine information
We ask for this information fromevery witness who cones in

her e.

13

MR. CALDWELL: |'m just wondering if we can have
some sort of agreement that you would nake efforts to ensure
that this personal infornmation doesn't becone sonething that
anybody could walk into the court and read.

M5. DEAN. W don't routinely |odge transcripts in
court cases. | understand what your concern is. | nean the
transcripts do become discoverable in a future proceeding.
They are typically discoverable to the parti es.

MR. CALDVWELL: |'mnot going to instruct the
Wi tness not to answer. |'Il let himanswer this. | just
wanted to make you aware of the concern.

THE WTNESS: |'Il change it if it's a problem |

think it's area code 818-292-4515.

BY MS. DEAN:
Q Thank you.

| don't call nyself.
Q Do you have any professional |icenses?
A Not that are current.
Q You were at one tine a CPA; correct?
A Yes.
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Q

A

Q

When did your CPA license | apse?
Probably sonmething |ike 1980.

It's been sone time. That CPA license was a

California CPA |license?

A

Q

Yes.

14

Were you ever subject to discipline with respect to

your California CPA |icense?

A

> O » O

nunber of
fi nanci al

Q

A

No.

| assune your license is nerely inactive; correct?
Yes.

Any ot her professional |icenses you might have?
I had a license, and |I'm not going to know t he
this license, but it was for the principal

of ficer of a broker-dealer.

A Series?

Li ke a 27 or sonet hi ng.

MR, WLLINGHAM Are you guessing on that?

THE WTNESS: |'m guessing.

BY MS. DEAN:

It was an NASD |icense?

Yes.

You think it was a Series 27 but it may have been

SEC_ENF_FCIC_005126
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sonet hing different?

A

Q

>

Q
A

Q

Yes.

When did you let that |apse?

| don't know if it |apsed.

That might still be active?

It may be. | really don't know

Have you ever been subject to any discipline with

respect to that |icense?

1980s.

| i cense?

t hat .

Q

A

Q

O

> O >

O

15

Yes.
When was t hat?

Along tine ago. It was in, | believe, the early

Did the NASD assess a penalty with respect to that

Yes.
VWhat was it?

It was either $2,500 or $5,000; sonething |ike

Did you receive a tine out?

No.

What was the mi sconduct that was all eged?
There was a calculation error in a report.

VWhat kind of a report?
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A Li ke nonthly financials.

Q Were you working at Countryw de at that point?

A Yes.

Q And you think it was sone time in the 1980s?

A Yes.

Q Wuld it have been the early 1980s or |ate 1980s?

A Early 1980s.

Q Any ot her instances of discipline with respect to
that |icense?

A No.

16

Q Any ot her |icenses?

A No.

Q Can you describe for nme your education follow ng
hi gh school ?

A I went to Cal State Northridge and have a

Bachel or's degree in business with an accounting option.

Cal

Q When did you obtain your Bachel or's degree?
A It was either 1974 or 1975. |'msorry.

Q That's okay. Did you attend any university after

State Northridge?

A No.

Q After leaving Cal State Northridge, you went to

SEC_ENF_FCIC_005128
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work as an accountant; is that right?
A Correct.
Q Where were you wor ki ng?

A Then it was called Al exander Grant. They changed

names. They are Grant Thornton now, which it goes by today.

Q VWhat was the highest position you attained at
Al exander G ant?

A Supervisor, audit supervisor.

Q Then at sone point you went to work for
Countrywi de; is that correct?

A Yes.

Q When did you start working at Countryw de?

A In 1979.

Q VWhat was your job title at Countryw de in 19797
A VWhen | started, it was like -- | can't recall
exactly the title, but it was |ike operati onal
control s/ systens.
M5. DEAN: Let's go off the record.
(A brief recess was taken.)
MS. DEAN: Back on the record.
BY MS. DEAN
Q M. Kurland, can you identify any bank where you

have an account ?

SEC_ENF_FCIC_005129
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A | have an account at Citi bank.

Q Any ot her banks where you do your banki ng?

A Gol dman Sachs, which is now a bank.

Q Yes, it is. Any place else?

A | don't think so.

Q Your account at Col dman Sachs, is that a brokerage
account ?

A | guess you would characterize it -- it's a wealth

nanagenent account.
Q O her than G tibank and Gol dnman Sachs, are there
any other financial institutions where you have any either

br okerage accounts or depository accounts?

A I may have an account at Fidelity, small account.
Q Is that a brokerage account?
A Yes.
18
Q M. Kurland, have you ever previously testified in

any investigation by the SEC, other than the one you
identified earlier?

A No.

Q Have you ever testified in any investigation by any
ot her Federal agency?

A | don't believe so. |'ve spoken to the FHA, for
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exanple, but | don't know that it was testinony or anything.

Q The confusion is that you m ght have had sone
neetings with officials at FHA but you' re not sure whether
that was in connection with an investigation?

A Correct.

Q VWhat was the subject matter of your communication
with the FHA?

A It had to do with G nnie Mae pool certifications.

Q Was this in connection with your enploynent at

Countryw de?

A Yes.

Q Do you know when those neetings took place?

A Agai n, several years ago. It mght have been in
the 1990s. | don't know that it was an investigation.

Q G her than that instance, is there any other
i nstance you can recall where you m ght have testified in an
i nvestigation by a Federal agency, other than the SEC?

MR, CALDWELL: Just to help the witness, by

19
"testinony" do you nmean sonethi ng he was doi ng under oath?
BY MS. DEAN:
Q Yes, or sone instance where there mght be a
transcript.

A | don't believe so.
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Q How about testinony in an investigation by any
state agency?

A No.

Q Have you ever testified in any investigation by any
st ock exchange?

A No.

Q Let me ask you this. In connection with the
di sciplinary instance that you recalled related to your
financial principal license, did you testify before the NASD?

A No.

Q Have you ever given any testinony before the NASD?

A | don't believe so.

Q Have you ever been naned as a defendant or
respondent in any action brought by the SEC?

A I'"mnot sure how the other cases
characterized --

Q You said there was an investigation but nothing
ever cane of it.

A Ri ght .

Q I'"'mgoing to assune if you had been nanmed as a

20
def endant or respondent, you woul d know.

A Ckay. | don't think |I've ever been naned.
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Q Ckay. Have you ever been nanmed as a defendant or
respondent in any action brought by any other Federal agency?

A Nothing that | recall.

Q Have you ever been naned as a defendant or
respondent in any action brought by any stock exchange?

A Not that | recall.

Q O her than the incident that you recounted with
respect to the financial principal |icense, have you ever

been nanmed as a defendant or respondent in any action brought

by t he NASD?
A | don't believe so.
Q Have you ever been indicted, been convicted or pled

guilty for any violation other than a traffic violation?

A No.
Q Have you ever filed for bankruptcy?
A No.

M5. DEAN:. Counsel, for the record, the portion of
t he background questionnaire that we didn't just cover
relates to questions 12 through 18, and | woul d request that
you have M. Kurland provide the information that is
requested in those particular itenms, all of which relate to
securities' accounts and bank accounts.

MR, CALDWELL: We're happy to work with you on

21
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t hat .
BY M5. DEAN

Q M. Kurland, you told nme that you started working
at Countrywi de in 1979 and that your function had sonething
to do with operational controls. Howlong did you remain in
t hat position?

A Not very long, in ternms of that defined title.

Q What did you do after you ceased the operational
control s' function?

A Shortly after | joined, | was nmade basically the
chief financial officer.

Q That woul d have been in approxi nately 19807

A Around that tinme.

Q How |l ong did you remain the chief financial officer

for Countryw de?

A Until -- it was either 1994 or 1995.

Q In 1994 or 1995, did your job title change?

A To chi ef operating officer.

Q How | ong were you the chief operating officer at

Count rywi de?
A Until 2006, when | left.

Q Were you al so the president of Countryw de?

A Yes.
Q When did you beconme president of Countryw de?
A In that 1994/ 1995 peri od.
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Q |'ve been using the word "Countryw de." Wen you
were CFO, were you CFO of Countryw de Financial Corporation?

A There were sonme nanme changes. It used to be
Countrywi de Credit Industries. | believe that was ny job
title.

Q At all tinmes when you were CFO, you were CFO of the
parent, either Countrywide Credit Industries or Countryw de
Fi nancial ; correct?

A Yes.

Q At all tinmes that you were chief operating officer
and president, you were chief operating officer and
president of the parent, Countryw de Financial; is that
right?

VMR. CALDWELL: | think that assunes facts and
nm sstates the testinony.
M5. DEAN.  What did | get wong?
MR, CALDWELL: Maybe it's just anbiguous. | don't

think he ever said he was COO and president at the sanme tine.

MS. DEAN. | think he did.
MR. CALDWELL: | mean CFO and president. Maybe |
got it wong. I'msorry. Wy don't you just restate it?
BY MS. DEAN:
Q Let me just clean up the record. You were CFO from

1980 to approximately 1994/ 1995; correct?
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A Yes.

23

Q Then you becanme the COO and president in 1994 or
1995 and you retained that title until you left the conpany
in 2006; correct?

A | think there's like a slight variation to that in
that there was a point in tinme, and | don't know the exact
cutoff's, where Angelo Mozilo held the title of president of
what was Countrywi de Financial, and my title would have been
sonmething |i ke senior managi ng director and chief operating
officer. The president title, that changed when the
chai rman, Dave Loeb, left, and then Angel o becane chairnman
and | assunmed the president title. | don't remenber the
exact date.

Q From 2004 to 2006, were you president and chi ef
operating officer of Countryw de Financial ?

A Yes.

Q Let's focus on the 2004 to late 2006 tinme peri od.
Can you just describe for me generally what your job duties

were as president and COO of Countryw de during that tinme

peri od?
A Operations of the conpany, |ike segnments of the
operations reported up to nme. | provided gui dance and
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direction to the nanagers and to ny subordinates. |
directed, you know, a lot of the strategy in the
organi zati on, structure and devel opnent, and | represented

the conpany to outsiders as well.

24

Q Did Loan Production report up to you as president
and chi ef operating officer?

A Yes.

Q Did Credit Risk report up to you as president and
chi ef operating officer?

A Yes.

Q Did the Finance Department report up to you?

A Yes.

Q How about SEC reporting, did that function al so
report up to you?

A I"mnot sure how that would be characterized
because the Legal Departnent that handl ed the SEC reporting
i nterchanged over the tine, and that nmay have reported
directly to Angel o Mdzil o.

Q Did the Legal Departrent report to you at any tine
in the 2004 to 2006 tinme frane?

A I'"'mnot certain what the organizational structure
was at that tine.

Q In the 2004 to 2006 time period, who was your
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direct report fromthe Loan Production segment? Dave Sanbol ?
A Dave Sanbol .
Q In that same time period, who was your direct

report fromCredit Ri sk?
A | believe -- these structures al so changed --

believe it was John McMurray, although he may have at tines

25
reported through the head of Secondary. | don't really
recall that precise change

Q Do you nean Secondary Marketing?
A Yes.
Q Who woul d have been the head of Secondary
Mar ket i ng?
A That woul d have been -- for part of that tine, it

woul d have been Kevin Bartlett.

Q Did M. Bartlett stop being the head of Secondary
Marketing at some point in 2004 to 20067

A | don't remenber the exact dates, but he left the
conmpany and he canme back into our Correspondent Division and
t hen we brought himback to run Secondary, back into the
corporate headquarters. |'mfuzzy on the dates of when that
was.

Q Do you think he left and came back during the 2004
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to 2006 tinme period?

A I honestly don't have a good recall of the exact
novenent .
Q In the 2004 to 2006 tinme period, who was your

direct report fromthe Finance Departnent?

A Eric Sieracki towards the end was the chi ef
financial officer, and there nmay have been a period of tine
where there was a fellow, Keith MLaughlin, who was -- |

don't recall if he left in 2004 or 2003, but he was the chief

26
financial officer at one tine.
Q He was M. Sieracki's predecessor?
A Yes.
Q | didn't ask you this before. Did the banking unit

report directly to you in the 2004 to 2006 tinme period?

A Yes.

Q Who was your direct report from Countryw de Bank?
A Carl os Garci a.

Q M. Garcia was president of the bank?

A He was the individual who had oversight of the

banki ng segnent. | don't recall if he would be characterized
as the president of the bank.
Q You don't renenber his title but you know he was

the person who had the responsibility for the bank; is that
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right?

A Yes. That segnent of the conpany reported under
Carlos. There was a fellow, JimFurash, | want to say you
m ght think of himtechnically as having been the president
of the bank.

Q Were you on any standing comittees at Countryw de
during the 2004 to 2006 tine period?

A Many.

Q Were you a nmenber of the Credit Risk Comittee?

A Yes.

Q Were you a nmenber of the Asset Liability Committee?

27

A Yes.

Q Were you a nmenber of the CERC Conmmittee?

A Sounds very familiar. |'mtrying to think of what
that stood for.

Q Enterprise Risk Committee.

A | woul d have been.

Q Can you recall any other conmittees that you were
on?

A W may have had like a Strategic Planning
Conmittee.

Q Were you ever on the Countryw de Discl osure

SEC_ENF_FCIC_005140



12

13

14

15

16

17

18

19

20

21

22

23

24

25

Conmi ttee?

A | don't believe so.

Q Did you regularly attend neetings of the Credit
Ri sk Conmittee in the 2004 to 2006 tine period?

A Yes.

Q Did you regularly attend neetings of the ALCO
Conmittee in that period?

A | believe so.

Q Did you regularly attend neetings of the Enterprise

Ri sk Conmttee during that tinme period?

A | believe so.

Q Did you keep a cal endar at Countryw de?

A | had an assistant that kept the cal endar.

Q Was it an el ectronic cal endar or paper cal endar?
28

A El ectronic.

Q Was it in Lotus Notes?

A Yes.

Q M. Kurland, what is your current enploynent?

A I amthe chairnman and CEO of a company call ed

PennyMac.
Q What does PennyMac do?
A PennyMac is an entity that has an asset nmmnager and

a loan services entity. By "loan services,”" | nean they bill
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10 to service nortgages and to fulfill on nortgage
ori gi nati ons,

11 primarily nodification and restructuring of nortgage debt,
12 and the asset manager acts as the general partner in an
13 opportunity fund of distressed assets.

14 Q Wuld it be fair to say the general purpose of
15 PennyMac is to purchase distressed assets and do

16 nodi fi cati ons and restructuring?

17 A It is to purchase distressed assets and then

18 enhance the val ue of those assets by in many cases doing
19 nodi fi cations, restructure's, using the discount to help

20 avoi d forecl osure.

21 Q Is PennyMac a privately held conpany?
22 A Yes.
23 Q Do you have any intentions at this point of taking

24 t he conpany public?

29

25 A There's not hing underway to take the conpany
1 public.
2 Q Di d you receive severance when you | eft

3 Count rywi de?
4 A Yes.
5 Q Are you subject to a confidentiality agreenent as

6 part of your severance package?

SEC_ENF_FCIC_005142



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1

2

A | don't believe so.

Q Did you have a non-conpete agreenent as part of
your severance?

A I had -- | didn't have a separate severance
agreenent. | amreceiving severance under an enpl oynent
agreenent that | had in place.

Q Go ahead.

A You asked ne about non-conmpete. | wanted to be
responsi ve.

Q Is there a non-conpete that's part of that

enpl oynment agr eenent ?

A There's | anguage in the enpl oynment agreenent as to
not conpeting. | wouldn't characterize it as a non-conpete
agreenent .

Q What is your understanding of your obligations

under the |anguage you have just identified?

A I don't think that | have an obligation not to
wor k.
Q To your understandi ng, do you have an obligation
30
not to -- for some period of tinme anyway, not to directly

conpete with Countryw de?

MR. CALDWELL: You nean obligation now or did he
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ever?
BY Ms. DEAN

Q Pursuant to the enpl oynment agreenent he's
identified. Was it your understanding that for sone period
of time, you had an obligation not to directly conpete with
Count ryw de?

A | tried to understand the enforceability of the
| anguage in my enploynent agreenent, and ny understandi ng of
it, and |'mnot an attorney, but what's been communicated to
me is that it's not enforceable.

MR. CALDWELL: Let nme remind you not to disclose
attorney/client conmmunications.
BY MS. DEAN:

Q | just want to kind of clear up the record. There
is sonething in your enployment agreenent which nmay or nay
not be an enforceabl e covenant not to conpete; is that right?

A | think that's a fair way to characterize it.

Q Is there also in that enploynent agreenment a
requi renment that you mmintain confidentiality with respect to
Countryw de?

A | am not sure.

Q Did you sign a separate confidentiality agreenent

31

when you | eft Countryw de?
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A No.
Q How much was your severance package from
Countryw de?
MR CALDWELL: (Qpbjection. | think it assunes facts
and ni stakes his testinobny, but go ahead.
THE WTNESS: | didn't have a severance agreenent.
BY Ms. DEAN
Q You had an enpl oynent agreenent pursuant to which

you are receiving severance?

A Yes.
Q How rmuch severance are you receiving?
A I"mreceiving two years of conpensation, of salary,

and the equivalent of two years of bonus based on the | ast
year prior to ny |eaving.

Q Were those anounts payable in a lunp sumor were
t hey payabl e over tine?

A The base sal ary was paid sem -nonthly, and the
bonuses were paid annually.

Q You received a bonus paynent at year end 2006 and
again at year end 2007?

A | would have received -- I'ma little cloudy on
actually when those payoff's -- paynents were made. | think
in 2007, there was a bonus paynent nmade, and then there's

anot her bonus paynent that is due at the end of -- | think
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it's due actually in January of 2009.

Q How much are the bonus paynents?

MR, CALDWELL: \Which one are you referring to,
counsel ?

M5. DEAN: He said it's based on his |ast year

BY MS. DEAN:

Q Are they different?

A Yes, because this last paynment is for kind of a
stub period, nine nonths or something, and | think it's
around $5 mllion.

Q The one that's due in January 2009, you think is $5
mllion?

A Around $5 million

Q Approximately $5 mllion. Wat was the paynent you
recei ved for 2007?

A I'"'mjust going to give you an estimate. | don't
remenber the exact amount, but it would have been around $7
mllion.

Q What was your base salary your |ast year at
Count rywi de?

A It was $1, 750, 000.

VR. CALDWELL: Can we take a real short break?
M5. DEAN: Sure. Let's go off the record.
(A brief recess was taken.)

MS. DEAN: We're back on the record.
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BY MS. DEAN:

Q M. Kurland, do you recall in the 2004 tinme period
ever having any discussions with anyone at Countryw de about
the fact that underwiting guidelines were | ooseni ng across
t he nortgage industry?

A | don't recall a specific conversation

Q Were you generally speaking aware that underwiting
guidelines were in fact | oosening in the nortgage industry in
t he 2004/ 2005 tinme period?

A The underwiting standards, | was aware there was a
| ot of changes to products and standards; yes.

Q By "changes," woul d that include such things as
witing nmore | oan products that were based on reduced
docunent ati on?

MR, CALDWELL: You're talking about the sanme period
agai n?

M5. DEAN:  Yes.

THE WTNESS: That tinme period being?

BY Ms. DEAN

Q Just generally, |I'mfocused on the 2004 to 2006

time period. |In that tine period, were you generally

speaki ng aware that industry-w de, nore | oans were being
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witten based on reduced documentation?

A

Q

A

Q

peri od

wi th John

Yes.

And was that also true for Countryw de?

bel i eve so.

34

Was Countrywi de also witing loans in that tine

-- strike that.

Did you ever have any conversations

McMurray about the fact that he believed

Countryw de was taking on additional credit risk during this

time period?

A

wi th John,

Q

had a variety of dialogue in that tinme period

and | couldn't

like specifically --

|'"mjust asking generally speaking, do you recall

di scussing with the chief credit officer the fact that

Count rywi de was taking on additional credit risk during the

2004 to 2006 tine franme?

A

t hat .

don't have like -- | can't generalize it |ike

We had so nmany di fferent discussions about credit and

about progranms, so |

couldn't characterize it as there being

-- that Countryw de was taking on additional credit risk

Q

Were you famliar generally speaking with a

Countrywi de strategy in which Countryw de would natch | oan

prograns that were being offered by its conpetitors?

A

woul dn' t

couldn't characterize Countryw de's
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21 strategy the way you have. Like if there's a general

22 mat chi ng strategy, |'mnot famliar with that.

23 Q To your know edge, did Countryw de match products
24 that were being offered by its conpetitors?

25 MR. CALDWELL: Are we tal king about ever or in the

35
1 sane tinme frame again?
2 MS. DEAN: Sane time frane.
3 THE W TNESS: The conpany nonitored what prograns
4 were in the marketpl ace and | ooked to be conpetitive in
5 prograns.
6 BY Ms. DEAN

7 Q And it would match progranms that were being
of fered

8 by conmpetitors?

9 A | don't know that you could say they nmatched

10 pr ogr amns.

11 Q You' ve never heard of a strategy at Countryw de
12 called the "matching strategy?"

13 A No.

14 Q M. MMirray never told you that he thought the
15 mat chi ng strategy would |l ead to Countryw de havi ng broader
16 underwriting guidelines than its conpetitors?

17 MR. CALDWELL: |In those exact words, counsel ?
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BY Ms. DEAN
Q In sumor substance. Did M. MMirray ever tell
you that he thought Countryw de's matching strategy woul d
| ead to Countryw de having wi der underwiting guidelines than
its conpetitors?
MR, CALDWELL: (bjection; ambiguous.
THE WTNESS: | don't have -- | can't tell you

specifically that | renmenber John saying that or even, you

36
know, generally that dial ogue.
BY MS. DEAN:
Q You said there was a process where Countryw de
woul d nmonitor what the conpetition was doing. Wo would have
been responsible for doing that?

A Cenerally, that fell under the Production

We had a process for deternining what prograns were being
offered in the marketpl ace.

Q If the Production Department determined that a
program was being offered in the marketplace that Countryw de
was not offering, was there a process by which the guidelines
woul d be changed so that Countryw de could offer that
product ?

A There was a process for proposing prograns that,

SEC_ENF_FCIC_005150



15

16

17

18

19

20

21

22

23

24

25

10

11

you know, went through a product adninistration area and the
credit area. Loan prograns could and did -- there were new
prograns that were offered as a result of that process. |
just can't tell you that they were matched, you know, the way
you're characterizing it.

Q That wasn't ny question. M question was was there
a process and you said there was. M/ next question is can
you descri be for me what the process was?

A I wasn't involved in the specifics of the process,
so what |1've told you generally is what occurred.

Q There has been sone testinony that the process

37
general |y speaking was that Product Leadership woul d propose
changes based on what was going on in the marketplace, and
that the Credit Risk Goup under M. MMirray woul d have an
opportunity to conment on credit risk. In the event that
Product Leadership and Credit Risk disagreed, was there a

process to your know edge whereby that disagreement was

resol ved?
A If there was at some point in the process this
di sagreenent, | would be the one that resolved the

di fferences.

Q At sone point, if the Production Division and the
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Credit Risk Division couldn't resolve the issue, it would be

escal ated up to the level of the chief operating officer?

A | believe that was the set of standards, something
like that.
Q In connection with that process, did M. MMirray

ever tell you that he believed Countryw de was taking on
addi tional credit risk?
A | don't recall that.
Q M. Kurland, |'m handing you what has been marked
as Exhibit 838.
(SEC Exhibit No. 838 was marked for
identification.)
BY MS. DEAN:

Q For the record, it is a nmultiple page e-nmi

38
string, Bates stanped CFC2007H362513 t hrough 516. The e- nai
at the top of the first page is from Angelo Mdzilo to John
McMurray dated Decenber 5, 2004, and the "Re" line is
"Conparison of the WaMu Subprinme First Portfolio."™ You are
identified as a recipient of this e-mail string starting
i medi ately below M. MMirray's e-nmail to -- M. Mzilo's e-
mail to M. McMurray. There is a Decenber 5, 2004 e-nai
fromM. MMrray to Angelo Mzilo and Stan Kurland. Have

you seen the portion of Exhibit 838 starting with the e-mail
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that was sent to you by M. MMrray? Previously, | nean.

A | don't recall.

Q Did you have an e-mail address at Countryw de?
A Yes.

Q Can you tell ne what that e-mail address was?
A It was, | think, Stan_Kurland@ountryw de. com

Q Was it your practice to read e-mails that were sent

to you at Countryw de?

A | read nany of the e-nails that were sent to ne. |
didn't read all of them |'mnot saying | didn't read this
one. | just don't recall it.

Q I understand. This particular e-mail string seens

to have to do with a question about a subservi cing

Can you explain to me what a "subservicing portfolio" would
be at Countrywi de?

A | need a second to either read this or | could just

39
respond.
Q Take all the tinme you need.
A Ckay.
Q You' ve had an opportunity to revi ew Exhi bit 838.
My original question is can you explain to nme what a

"subservicing portfolio" is as referenced in Exhibit 8387
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A This is referring to a relationship that
Countryw de had with WaMu whereby they had | oans that they
had originated and rather than servicing themthensel ves,
they had contracted with other servicers, and that was a
subservicing relationship that | believe this is referring
to.

Q I f Countryw de was subservicing | oans originated by
Washi ngton Mutual, was Countryw de receiving a fee for doing
t hat ?

A Yes.

Q Di d Washi ngton Miutual retain any interest in the
portfolio that was being subserviced?

A Yes, they woul d have been probably the owner of the
| oans. They were just contracting.

Q Wul d the risk of default have been w th WAshi ngton
Mutual or with Countryw de?

A Washi ngt on Mut ual .

Q M. Kurland, |I'm handing you what was previously

mar ked as Exhibit 200. Exhibit 200 is Bates stanped

40
JPMD00969 t hrough 976. The e-mail at the top of the first
page is fromJohn McMurray to Jeff Lederman dated Septenber

7, 2007, and the "Re" lineis "Credit Risk." M. Kurland,
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again, you're the recipient of the e-nui

that one, which was actually witten by M. MMirray and

addressed to Nick Krsnich and yourself on July 26, 2005.

Have you ever seen Exhibit 200 before?

MR, CALDWELL: Just we can clarify, it's actually

cc'ed to M. Kurl and. It's not

MS. DEAN:.  Ckay.

addressed to him

THE WTNESS: | assunme that | received it. | don
recall it.
BY Ms. DEAN
Q You don't specifically recall it, but do you have

any reason to believe that you didn't receive it?

A | don't.

Q M. MMrray's e-mil,

in the e-nai|l that he w ot

on July 26, 2005 to Nick Krsnich and yourself, one of the

first things he wites is "As a

di scussion, | wanted to forward

follow up to this nmorning' s

a copy of an e-mail | put

together late last year for Keith." Wuld the "Keith" in

that circunstance be Keith MLaughlin?

VR. CALDWELL: njecti

i mredi ately bel ow

"t

e

on; calls for speculation and

al so again nmisstates the docunent.

THE WTNESS: The docunent that you gave ne, it

addressed to Keith MLaughlin.

There's a catch to this.
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BY MS. DEAN:

Q This is a sinple question. | just wanted to know
if you think the "Keith" in the e-mail is Keith MLaughlin;
is that right? Do you think that?

A There's a possibility that this "Keith" could be --
there was a Board nmenber on the bank -- I'mforgetting his
| ast name at the monent -- his nane was Keith as well.
They're referring to the bank, so it's possible that they're
referring to this Board nenber of the bank.

Q Ckay. Wiether it was M. MlLaughlin or this Board
nenber whose nanme you can't recall --

A Well, his first name was Keith.

Q Ckay. Apparently, that individual had asked M.
McMurray whether or not credit risk at Countryw de was
i ncreasing or decreasing, and it |looks like M. MMirray
prepared the e-mail that is dated Septenber 9, 2004, which
starts at the mddle of the page, and responds to that
guestion. Wat | want to focus on is actually M. MMirray's
e-mail to M. MlLaughlin that's dated Septenber 9, 2004. Do
you recall reading this particular e-nail?

A | don't.

Q If M. McMiurray wote you an e-mail in his capacity
as chief credit risk officer in which he has infornmed you

that he thought credit risk was increasing, would that be

SEC_ENF_FCIC_005156



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

42
somet hi ng that you woul d have consi dered pertinent to your
job duties at Countryw de?

MR. CALDWELL: bjection. |In reference to this

docunent, it misstates the docunent again.

BY MS. DEAN:
Q It was a general question. If M. MMirray in his
capacity as chief credit risk officer wote you an e-mail in

which he said credit risk is increasing, would that be a fact
that you woul d consider pertinent to your job duties as chief
operating officer?

A Yes.

Q Do you recall having any discussions with M.
McMurray in either 2004 or 2005 in which he inforned you that
credit risk was increasing at Countryw de?

A | don't recall a specific discussion |like that.

Q Do you have any reason to believe you did not in
fact receive the e-mail that has been marked as Exhibit 2007

MR. CALDWELL: Asked and answered.

THE WTNESS: |'msorry?

M5. DEAN:  You can answer.

MR. CALDWELL: You can answer. Counsel,
presunmably, not including the very top e-mail?

M5. DEAN:  Sure.

THE WTNESS: | have no recall of this whatsoever.

BY M5. DEAN
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Q Let's focus on sonme of the specific comments that
M. MMrray made. |In the e-nmail that he forwarded to you on
July 26, 2005, he wote at the bottomof the first page that
he believed credit risk was increasing. Separate and apart
fromrecal ling whether you received this e-mail, generally
speaking, in 2005, were you aware that Countryw de's credit
ri sk was increasing?

A No.

Q If you turn to the second page of Exhibit 200, M.
McMurray provides some reasons why he thinks credit risk is
increasing. The first of themon this page is at |1, and he
i ndi cates that he thinks the econonic environnent for credit
risk was deteriorating, and he provides three reasons for
that, having to do with hone price appreciation, interest

rates, and credit spreads. Do you see that?

A Yes. You're referring to this neno from 2004?

Q Yes. |'mjust asking you if you see the reason
that's provided there. 1'mjust asking if you see the text.

A | do.

Q In the 2005 tine period, were you aware that the

econom ¢ environnment for credit risk was deteriorating?

A | don't believe so.
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Q 1l of M. MMirray's e-mail on the second page, he
i ndi cates that he believed | oan quality throughout the

primary market was deteriorating.

44

A Where are you?

Q I11. He provides two reasons for that, his conment
that loan quality was deteriorating. The first of those is
that he believed underwiting standards have becone nore
aggressive, and the second of those is that | oans were being
origi nated under riskier |oan prograns. Do you see that?

A | do.

Q Did M. MMirray ever communi cate those -- do you
recall M. MMirray ever telling you that he believed | oan
qual ity throughout the primary market was deteriorating in
the 2005 tinme period?

A | don't recall that.

Q Asi de froma conversation you night have had with
M. MMirray, were you generally speaki ng aware that
underwriting standards had becone nore aggressive and that
| oans were being originated under riskier |oan prograns?

MR, CALDWELL: Anbiguous as to tine.
BY MS. DEAN:
Q I n 2005.

A VWhat | was aware of was that | oan prograns were
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changi ng and that underwiting in general for the industry

had for a while been going through, you know, changes. |

don't recall what ny reaction or beliefs at that tinme were.
Q Were you aware general ly speaki ng that Countryw de

was witing nore adjustable rate nortgages in 2005 than it

45
had in prior periods?
A That sounds right to ne. | don't have like a
specific date at which ARM | oans were increasing.
Q Were you aware general ly speaki ng that Countryw de

was witing nore |oans that had higher |oan to values than it
had in prior periods?
MR CALDWELL: This is 2005 again, counsel?
V5. DEAN:  Yes.
THE WTNESS: M general recall, you know, would
have been that the industry was noving to higher LTVs.
BY MS. DEAN:
Q And Countrywi de was noving along with the industry
into witing higher LTV | oans?
A | believe so.
BY MR WYNN:
Q M. Kurland, in 2005, are you aware that

Countrywi de's underwriting guidelines had expanded
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significantly?

A | don't recall.

Q You don't recall if you were aware or you don't
recall if they had expanded significantly?

A I don't recall that they had expanded

significantly.
Q At any point in time during your tenure at

Countrywi de, did you ever becone aware that underwiting

46

gui del i nes expanded significantly when conpared to the past?

A Underwriting had changed over the course of many
years. | would be aware that there was a change in the
net hodol ogy of underwiting |loans. At any tine in the past,
there was a different way to underwite a | oan, you know, in
2005 than in 1979.

Q Wth respect to your entire tenure at Countryw de,
can you identify a period of tine at which underwiting

gui del i nes were expanded significantly?

MR, CALDVELL: |1'mgoing to object as anbi guous.
THE WTNESS: | can't point to a specific tine
where there was an expansion of underwiting guidelines. It

was a very evol utionary process of changes that was nade over
the years to how | oans were underwritten.

BY MR WYNN:
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Q M. Kurland, is it your position that the expansion

of Countrywi de's underwriting guidelines that occurred
bet ween January 2003 and say August 2007 was not significant
when conpared to Countryw de's underwiting guidelines
historically before that tine period?

MR CALDWELL: Lacks foundation as to this w tness
and al so anbi guous.

THE WTNESS: | left in 2006. Wth regard to any
change in underwriting guidelines, | have absolutely no idea

what took place. Again, with regard to underwiting in

47
general, the process and the | oan prograns changed over tine.
BY Ms. DEAN

Q Let's turn to page four of Exhibit 200, the one
that ends in Bates stanp 972 at the bottom of the page. This
is an expansion of M. MMirray's outline that we were just
| ooking at on the second page, IIl, in the mddle of the
page, on "Loan Quality." He attenpts to show statistics on
the comrent that he nmade about |oan quality. Just |ooking at
| oan to values, which is "A" under IIl, M. MMrray notes
that the percentage of fundings with conbined | oans to val ue
were greater than 95 percent in July of 2002, and 15 percent

of Countrywi de's HELOCs had | oans to val ue of greater than 95
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percent, and by July of 2004, it was 23 percent. Do you see
t hat ?

A | do.

Q Were you generally speaki ng aware of the fact that
Countrywi de was witing a | arger percentage of hone equity
| oans with conbined | oan to values of greater than 95 percent
in the 2005 tinme period?

A | don't recall.

Q The second line of that chart that M. MMirray

prepared is headed "BC Seconds.” Do you see that?
A Yes.
Q Is "BC' another way of referring to subprine?
A Yes.
48
Q For subprinme seconds, it |ooks |ike percentage of

fundi ng greater than 95 percent, conbined |oan to val ue, went
from68 percent in July of 2002 to 89 percent in July of
2004. Do you see that?

A | do.

Q Ceneral |y speaking, were you aware of that
statistic in the 2005 tine period?

A | don't recall.

Q M. MMirray al so provides detail with respect to

adj ustabl e rate nortgages under "B." In July of 2003,
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convention | oan fundings at Countryw de, 85 percent of them
according to M. MMirray's e-mail, were fixed rate | oans,
and in July of 2004, only 50 percent of the | oans were fixed
rate |l oans. Do you see that?

A | see that.

Q Were you aware of that fact in 2005?

A This is a change. | don't recall, you know, being
specifically aware of these percentages, but you know,
there's a shift between fixed and ARMs that take pl ace.

Q Even t hough you may not have known the exact
percentage, you knew that Countryw de was witing nore ARM
| oans in 2004 and 2005 than it had witten in 2003 and 20027

A It sounds |like that's accurate. | don't have a
specific recall that you' re asking ne.

Q If you look at "C' of M. McMirray's e-nmail on the

49

page ending in 972, he provides sone statistics about

interest only loans. In July of 2002, one percent of
Countrywi de's originations for interest only loans -- strike
that. |In July of 2002, it appears that only one percent of

Count rywi de' s conventional originations were interest only,
and by July of 2004, that was 23 percent. Do you see that?

A | do.
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Q Were you generally speaking aware of the fact that
Countrywi de was witing significantly nore interest only
| oans in 2004 than it had been witing in 2002?

A | don't recall that specific conparison of 2002 to
2004.

Q Wthout recalling the specific percentages, were
you generally speaking aware that Countryw de was witing
nore interest only loans in 2004 than it had witten in 2002?

A | don't recall that | was aware of the thinking in
2004.

Q The second line of that sane chart on the interest
only indicates that in July of 2002, Countryw de origi nated
zero subprine |oans on an interest only basis, but by July of
2004, 24 percent of its subprine originations were interest
only. Do you see that?

A | do.

Q Were you aware that Countryw de was witing 24

percent nore subprinme interest only loans in 2004 than it had

50
been witing in 2002?
A | don't recall that.
Q Letter "D'" that starts at the bottom of the page
that ends in 982 and goes onto the next page, M. MMirray

provi des some detail about |ow and no docunentation | oans.
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Just | ooking at the conventional chart, which is the one on
the left, on the left-hand colum, there's sone things
identified there as "full alt,"” is that full docunentation
loan or full or alternate docunmentation |loan? Wuld that be
your under st andi ng?

A | just know what's written here.

Q Are you famliar with the phrase "full/alt" as it

refers to docunentation type?

A Yes.
Q What does it nean?
A Ful | doc woul d have been | oans that were

traditionally underwitten to the full docunmentation process,
verification of inconme and assets, you know. Alternative
docunentation could be a variety, variation, but not full
doc.

Q Were you famliar with the "Fast and Easy Progrant
at Countryw de?

A Yes, | recall Fast and Easy.

Q Can you tell ne what that was?

A What | recall was a programthat particularly was

51
built around refinancing nortgages in the portfolio that had

kind of streamli ned docunentation features to it.
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Q It was an alternative docunentation type loan; is
that right?

A Yes. | think this was a programthat was approved
by Fannie Mae. That's kind of what | recall.

Q The | oans were origi nated under that program based
on less full docunmentation; correct?

A Stream i ned; yes.

Q Were you familiar with the Fast Track Program at
Count rywi de?

A You know, | vaguely recall that. [I'mnot sure. |
coul dn't describe the program

Q Was it a reduced docunentation progranf

A | really don't recall.

Q Let's focus on the reduced line on this chart that
M. MMirray prepared. It appears that in July of 2002, 2
percent of Countryw de's conventional originations were based
on reduced docunentation and by July of 2004, that was 16
percent of Countryw de's conventional originations. Wre you

general |y speaking aware of that statistic in the 2005 tine

peri od?

A | can't recall what | was thinking or aware of in
2004.

Q Were you aware that Countryw de was witing nore

52
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| oans based on reduced docunentation in 2005?
A In 20057
Q Yes.
MR. CALDWELL: (bjection; inconplete conparison.
THE WTNESS: [|'mnot certain what | was aware of.
I can tell you generally that underwiting had becone nore --
t here had been changes in underwriting guides and it was a
nore accepted practice to have reduced doc | oans.
BY MS. DEAN:
Q Are you famliar with the concept of "layered risk"

as it relates to nortgage underwriting?

A I"'mfamliar with the concept.
Q Can you tell ne what it nmeans?
A Cenerally, it would be taking attributes of |oans

that individually mght represent a risk and then stacking
those, having a loan with nultiple types of risk attributes.
Q If you | ook at the page of Exhibit 200 that ends in
973, iteml, it's the second to | ast paragraph at the bottom
of the page, M. MMirray nmakes the coment in this e-nmail
that "We are seeing nore loans with layered risk factors.™
Do you see that?
A Yes, | do.
Q Then he provides an exanple, which is high CLTV
pl us | ow docunentation plus weak FICO  Wre you generally

speaking aware in the 2005 tine period that Countryw de was
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witing nmore |oans that had | ayered risk factors?

A | don't recall what | was aware of.

Q The last thing that M. MMirray wites on that
page Bates stanped 973 is IV, and the heading is "Loan M x."
He notes that an increasing portion of the production at
Count rywi de was HELOCs and subprime | oans whi ch required
Countrywide to retain at |east some significant portion of
credit risk. Do you see that?

A Yes.

Q Were you aware in 2005 that an increasing portion

of Countrywi de's production of |oans were HELOCs and subprine

| oans?

A I'"'mnot sure of the proportions of prinme to
subpri nme.

Q Leavi ng out subprinme then, what about the

representation that Countrywi de was witing nore HELOC | oans
than it had in the past? Wre you generally speaking aware
of that fact?

A Cenerally aware that it was a product that had
grown over the years fromwhen it was first released and it
was again a nore popular program | sinply cannot tell you,
you know, proportions and give you an absol ute answer to your
guesti on.

Q You told ne that in the event of a dispute between
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Credit Ri sk and Product Leadership with respect to the

54

i ntroduction of a new programthat there were sone instances
where you were called upon to resolve the dispute; is that
right?

MR. CALDWELL: | think that m sstates the
testinmony. You can answer whether or not it's accurate.

THE WTNESS: What | recall is there was a process
that went up through Credit and there was a point at which if

there was a di sagreenent that they would bring the issues.

BY Ms. DEAN
Q Do you recall any specific instance where that
occurred?
A | don't recall, you know, the specifics that | can

tell you off the top of ny head, but the conpany was

organi zed that if there was a difference, I'msure there were
cases that they brought to ne. | just don't know off the top
of nmy head. | can't give you an exanpl e.

Q Ceneral ly speaking, was it your perception in the

2005 tinme period that Product Leadership was pushing to
expand underwiting guidelines?
A Production is basically always pushing to expand.

You know, whether it was 2005 or 2004 or 2003 or 1980, in ny
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vi ew, Production was al ways pushi ng.
Q Whul d you say there was tension between the
Production Division's desire to expand underwriting

guidelines and Credit Risk's desire to manage credit risk?

55
A As | said, | think in my history in nortgage
banki ng, there was always a tension or a push, as it should
be. There should be a bal ance.
Q To your recollection, was that tension increasing

in the 2005 tinme period?

A My feeling on that was there was a | ot of tension.
Q There was a lot of?
A A lot of tension, heightened tension, as you
i ndi cat ed.
Q How di d you perceive your role with respect to

resol ving any differences between Credit Ri sk and Production?
A Well, you know, ultimately | would eval uate, and as
we di scussed, if there was an issue that had to be
arbitrated, | would do that. | tried to give direction and
gui dance and support to both areas in terns of pursuing
busi ness initiatives and bal ancing that with appropriate
review of credit and underwiting standards.
Q Did you perceive of your role in the 2005-2006 tine

period as one in which you were attenpting to reign in the

SEC_ENF_FCIC_005171



20

21

22

23

24

25

10

11

12

13

14

15

16

aggr essi veness of the production side of the business?

MR. CALDWELL: Assunes facts and over broad as to

time.
BY Ms. DEAN
Q You can answer.
A In the period of tinme in 2006 that | was there and
56
active, and then in 2005 -- can you rephrase your question?

I want to make sure |'m answeri ng.

Q Were you trying to reign in the Production Division
in terms of guideline expansion in 20057

A I think, you know, as we talked, | think there was
greater tension over products, and so ny activities would
have been to try to reduce what credit risk we were exposed
to. | don't think that it's really any different than other
years, other than that | think there was a nore forcefu
attitude com ng out of Production

Q What did you attribute that nore forceful attitude
to?

A I think there had been a |l ot of success with the
initiation of prograns, you know, there was kind of a
significant confidence that had been built up around new

products and prograns. Just the feeling, that they felt
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sonewhat enpowered to keep pushing on expandi ng prograns.
BY MR WYNN:
Q Wiy do you think they were enpowered?
MR. CALDWELL: Calls for speculation. Go ahead.
THE WTNESS: | was just giving you what ny
feelings were, that they felt they had successfully expanded
t he product menu and that had worked for them and they had a
build up in kind of their attitude or their confidence around

prograns. This is ny sense. Tension isn't sonething that can

57
be neasured. It's a feeling of how forcefully people are
pursui ng or trying to get products expanded.

BY Ms. DEAN

Q When you say they were successful in terns of

getting new products on the nmenu, if you will, was part of
what was driving the desire to expand the guidelines the
ability of Secondary Marketing to sell these products into
t he secondary market?

MR, CALDWELL: Calls for specul ation; over broad.

THE WTNESS: | don't think that product expansion

i s pushed by Secondary Marketing.
BY MS. DEAN:
Q What was driving it? That's what we're trying to

get at. You said they felt enpowered because they were
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successful in getting new products, and I'"mjust trying to
get at what was the driver of that, what caused the desire to
expand the guidelines, if you know?

MR CALDWELL: Calls for specul ation.

THE WTNESS: In a Loan Production Division, we're
tal ki ng about tension between Loan Production and Credit,
| oan producers want to produce nore loans. |It's their
driving initiative.

BY Ms. DEAN

Q Thei r conpensation was based on the vol une of

producti on?

58

A You know, conpensation plans would vary in the
Producti on Divisions between profitability and vol une.
There's a variety of conpensation prograns.

Q Ceneral ly speaking, if you're in the Loan
Production Division, witing nore |loans is considered a good
thing; correct? Either because you get increased
conmpensati on or because you're perceived as being a good
producer ?

A | think that's fair.

BY MR WYNN:

Q M. Kurland, if you could take a | ook at Exhi bit
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200, page 973, there's a heading H, for "Origination

Process.” Do you see that?
A Yes.
Q Itemone is "Loan Oficers."
A Yes.
Q If could read that itemone and | et nme know when

you' re fi ni shed.

A Just item one?

Q Yes.

A Ckay.

Q Can you tell ne what "EHLC' is?

A That's a home loan sonmething. |I'mtrying to
renenber what the acronymstands for. | think it refers to

basically the | oan officers, the sales people within the

59

br anches.

Q According to testinmony |'ve heard in this case, for
nost of Countrywi de's history, sal es people were not
conmi ssi oned, there were no conm ssioned |oan officers or
brokers, and that the policy had been supported by M.
Mozilo. |Is that correct?

A First of all, there's a distinction between |oan
officer and a broker. The characterization that you're

referring to, asking me to answer, isn't correct. There was
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a long period of tinme where the branch personnel -- their
i ncentive conpensati on was bonus based upon the activities or
i ncome of the branch, and that had changed to a nore direct
conmi ssi on program for sal es people.

Q When did that change?

A | don't recall the precise tine, but it changed.

Q Did you support that change?

A | supported the expansion of our sales force.

Q Di d you support the change from having the sal es
force have a bonus based upon overall profits to a nore
comm ssi on based system of conpensation?

A | did.

Q Why did you support that?

A You know, it was a very significant strategy issue
in ternms of nortgage originations and what had transpired in

the marketplace in terns of the capability to reach custoners

60
and certain technol ogy changes that had occurred in the
i ndustry that basically made the old nodel very limted in
terns of its scope and reach. |I'mtelling you there are a
ot of conplexities that go into why that was deemed to be
appropriate, but there was consi derabl e assessnment of the

change and the reason for the different methodol ogy.
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Q Can you identify any of the reasons that led you to
support the nove to a conmi ssion based sal es force?

A The systemthat the conpany had in place was
basically a loan office with a few people in it, a branch
manager and sone processing/ operational people, and with the
advent of conputers and | aptops, its reach to the consumer
was very limted, if you just had a process where you had a
profitability that was based solely on the performance of the
branch, and you coul dn't expand the reach of that branch, so
Countrywi de really couldn't conpete any |longer in terms of
expanding its presence in a comunity if it had stayed with
its old strategy unless it built many, nany thousands of
branches. The strategy or what drove to the strategy to nove
to a nore typical |oan officer structure was to broaden the
reach of the retail offices.

Q How woul d nmoving to a commi ssion based system
expand the reach of a retail office?

A You could hire loan officers that could go out to

the real estate agents and brokers that were in the conmunity

61
and expand the position and relationships, driving nortgages,
as opposed to the old style, which was basically a branch
manager and sone processi ng people who were basically

isolated to the office
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Q Is it correct that M. Mzilo opposed the new

comn ssi on based systenf?

A I would say if you're tal king about in this |ast
change -- Countryw de went from conmi ssion to non-commr Ssion
and then back to commission. | don't think it would be fair
for me to characterize whether he opposed or not. |[|f he

opposed it, it wouldn't have been done.

Q Do you recall any reasons voiced in opposition to
noving to a commi ssion based sal es force?

A The general concern of a typical |oan officer
structure is that really control the business, their business
activities, and it was customary in the industry that |oan
of ficers would up and | eave and take a whole group to anot her
| ender. That was one of the strong negative's in the kind of
history of loan officers. Basically, the industry operated
with loan officers not the way that Countryw de had
previ ously.

BY MS. DEAN:

Q M. Kurland, |'m handing you what has previously

been marked Exhi bit 239, which for the record is a nmulti-page

docunent Bates stanped JPMD00126 through 172. The title on

62

the first page is "Countryw de Financial Corporate Credit
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Ri sk Conmittee, March 21, 2005." Have you ever seen Exhibit
239 before?

A | don't know.

Q M. MMirray testified that he prepared reports
like Exhibit 239 and handed them out or distributed them at
Credit Risk Cormittee neetings. Regardless of whether you' ve
seen this particular report before, do you renenber seeing

reports of this general nature at Credit Ri sk Committee

neetings?
A | believe so.
Q If you turn to page 17 of the docunent, it's the

one that ends in Bates stanp 142, the chart that is on this
page i s headed "Stated Docunentation Products, Documentation
Charting Total Funding." Have you ever seen a chart like the
one that is contained on page 17 of Exhibit 2397

A Pr obabl y.

Q As part of his function as credit risk officer, M.
McMurray would prepare for the Credit Risk Committee
i nformation about trends with respect to docunentation types
on loans; is that right?

A Yes.

Q Wul d those trends be discussed at the Credit Risk
Conmi ttee neetings?

A He woul d generally report and wal k peopl e t hrough
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63
parts of his report.

Q You recall being at neetings in 2005 in which M.
McMurray reported on the trend with respect to the percentage
of loans that were being originated based on vari ous
docunentation types; is that right?

A I think so.

Q M. Kurland, |I've handed you what has been marked
as Exhibit 839.

(SEC Exhibit No. 839 was narked for
i dentification.)
BY Ms. DEAN

Q Exhibit 839 is a multiple page docunent Bates
st anped CFC20071 058679 through 681, and the e-nmail at the top
of the first page is from Angelo Mzilo to Stan Kurland, and
it's dated March 29, 2005, and the "Re" line is "Governance
and Ri sk Oversight." M. Kurland, have you ever seen Exhibit

839 before?

A Can | have a second to |look at it?
Q Sur e.
A Ckay.

Q Have you ever seen Exhibit 839 before?

A I think so.

Q Did you wite the e-mail that is imediately bel ow
that is addressed to managi ng directors at Countryw de?

A Yes.
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Q VWhat was the purpose of your e-mmil to the managi ng
directors on March 29, 2005?

A It was, you know, really trying to lay out for
t hem how t he governance and oversi ght of the conpany was
organi zed and how di fferent kind of subconmittees fell under
that, you know, basic structure.

Q One of the things that you identify in your e-nmil
is you say there are two new risk comrmttees that have been
created, the Executive Risk Cormittee and the Operational
Risk Conmittee. That's in the first paragraph. Was it your
idea to create those two risk comittees?

A | woul d assume so.

Q Was M. Mozilo supportive of your efforts to
formalize the governance structure by creating the Executive
Ri sk Conmittee and the Operational Risk Conmittee?

A | don't know.

Q And why is that?

A My sense. | don't know if he was being supportive
or not.

Q Was he ever explicitly not supportive?

MR. CALDWELL: O these particular two comrittees?

Is that what you're tal king about?
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M5. DEAN:  Yes.
THE WTNESS: | don't think that he was explicitly

ever non-supportive.

65

BY MS. DEAN:

Q "' m curious about your answer when you say you
don't know if he was supportive or not. How active a role
was M. Mozilo taking in the managenent of the conpany in the
March 2005 time period?

MR, CALDWELL: Over broad; vague.

THE WTNESS: He was the CEO of the conmpany. |
don't know how to define "active."

BY MS. DEAN:

Q Was he in fact performng the duties of a CEOin
the March 2005 tinme period?

MR, CALDWELL: Assunes facts; vague.

THE WTNESS: |'mnot -- you'd have to basically
define to me what those activities are that would neet the
definition of the duties or responsibilities of a CEQ.  You
know, he worked.

BY MS. DEAN:

Q Did you have regul ar comruni cations with M. Mzilo
in the March 2005 tine period in the course of your

responsibilities at Countryw de?
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A We had periodi ¢ comuni cati ons.

Q Do you have sone reason to suspect that he was not
in fact being supportive of your efforts to formalize the
governance structure for Countrywide in the March 2005 tinme

peri od?

66

A I think you can read his note several ways.

Q Let's talk about his note. That's actually why I
marked this exhibit. M. Mzilo responded to your e-nai
about formalizing the governance structure by addi ng these
new comm ttees, and he responded "Hopefully, this will help
to reduce the other 400 conmittees that currently exist
within the conpany." How did you interpret that comrent when
you received it?

A | interpreted his corment as not really having a
grasp on why there were conmttees and groups within the
conpany that had different nmeeting agenda's.

Q Did you interpret his comment as being | ess than
supportive of your attenpts to formalize the governance
structure?

A I would have seen this as insulting, frankly.

Q VWhat was your working relationship [ike with M.

Mozilo in the March 2005 tinme period?
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A What was our?
Q Working rel ationship Iike.
MR WLLINGHAM In March of 2005
THE WTNESS: W had, you know, | think reasonable
rel ationship.
BY Ms. DEAN
Q Wul d you say M. Mdzilo generally speaking agreed

with -- strike that. Wuld you say the two of you generally

67
speaki ng agreed on the strategic direction of Countryw de in
this March 2005 tine period?

A I think so.

Q Wien M. Mzilo wote the e-nail that's at the top
of Exhibit 839, you said you woul d have perceived that e-nai
as being insulting. Wuld you have responded to it?

A No, | don't think so.

Q Did you and M. Mzilo generally speaking agree on
how t he conpany shoul d be governed in the March 2005 tine
peri od?

MR. CALDWELL: Calls for specul ation; over broad.
THE WTNESS: | think generally we didn't have
di fferences of opinion or there wasn't anything that cane to
nmy attention that he believed the conpany shoul d be organi zed

or structured differently.
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BY Ms. DEAN:

Q Wul d you say you had a good working relationship
with M. Mzilo in March of 20057

A I would say that we had our up's and down's in
terns of our relationship. | don't knowif | would
characterize it good or excellent.

Q Did you and M. Mdzil o have any di sagreenents in or
around the March 2005 tinme period with respect to risk
oversi ght at the conpany?

A Not that | know of.

68
Q | asked you how active he was as the CEQ. Let ne
ask it a slightly different way. In the March 2005 tine
period at Countryw de, was M. Mzilo active in naking
strategi c decisions for the conmpany?
MR, CALDWELL: Anbi guous.
THE WTNESS: |'mhaving difficulty trying to think

of a particular strategic issue that | could relate your
guestion to.
BY MS. DEAN
Q Let me ask it this way. Did you feel that in the
2005 time period generally -- did M. Myzilo | eave the

operations of the conpany pretty much in your purview or was
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he engaged i n decision making on that |evel?

MR, CALDWELL: Anbi guous and over broad.

THE WTNESS: He was very high level. You know,
wasn't involved in levels of detail about the conpany, had
devoted, | think, a lot of time to external conmmunications.
We had a significant team of people that managed the
activities of the conpany.

BY M5. DEAN

Q If M. Mzilo wanted sonething to be done in the
2005 time period, as a general rule, would his w shes have
been carried out?

MR. CALDWELL: I nconplete hypothetical; calls for

specul ation. Go ahead. Anbiguous.

69

THE WTNESS: |If he wanted sonething done, his
orders would be carried out.

BY MS. DEAN:

Q Whul d you say that would have been true right up

until you left the conpany in Septenber of 2006?

MR. CALDWELL: Same objections.

THE WTNESS: | think to the best of nmy know edge,
you know, | can't speak to how everybody else did their
activities, in general, if he had sonething that he wanted,

it woul d be handl ed.
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BY Ms. DEAN:

Q I wanted to clarify a tinme period. | know that the
of ficial announcenent of your departure from Countryw de was
effective in Septenber of 2006. Did you actually cease your
duties as the COO and president before Septenber 2006?

A Yes, | ceased, | think, operating as | had in the
past. | wasn't operating at the sane |level at the end of ny
period as | was, you know, previously, years before.

Q When did that happen?

A It was kind of a progression that went fromreally
al nrost the beginning of the year until | finally left. |

| ost authority in the conpany. People weren't responsive to

ne.
Q You think that started in the beginning of 2006?
A I think the process started in the beginning of --

70

Q You kind of trailed off there.
A I'"msorry. The beginning of 2006?
A Yes.
Q We'll talk about that a little bit nore after

lunch. | have sone e-mails | want to show you. | just

wanted to try to sort of pinpoint when it was you think you

becane I ess active in terns of the operation of the company.
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| understand it was a progression. Wuld you say that it was
inthe first half of 20067

MR. CALDWELL: bjection; assunes facts, vague and
anbi guous.

THE WTNESS: It was a progression, like |I said,
You know, | think it was very severely different for me in
kind of the March area, but even before that, there were a
| ot of issues.

BY MS. DEAN

Q Did you have any role in the preparation of

Countrywi de's periodic filings with the Securities and

Exchange Comi ssi on?

A Yes.
Q What was that rol e?
A | signed the s and Ks and | was involved in the

revi ew of those.
Q ' m handi ng you what has previously been marked as

Exhi bit 194, which for the record is the Form 10-Q for the

71
period ended March 31, 2005 for Countryw de Fi nanci al
Corporation. You said that you reviewed the docunents.
Typically speaking, in terns of preparation of a 10-Q would
it have been your practice to read the whol e docunent or were

there particul ar sections that you focused on?
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nmeet i ng.

A You know, the Q@ woul d have been presented
typically in a review neeting, and Financial Reporting G oup
woul d point out particularly changes that were nade to the
docunent or new accounting provisions. | would nainly read
t he docunent in that context.

Q You said there was a review neeting. Was there
nore than one neeting -- let's be specific to this 10-Q Do
you recal |l having seen Exhibit 194 before?

A Most likely, | saw this docunent.

Q Do you have any reason to believe that you did not
in fact review the 10-Q for the period ended March 31, 2005
before it was filed?

A I have no reason to believe that | didn't review

Q You think you woul d have | ooked at it, you just
don't specifically recall doing it as you sit here today?

A Yes.

Q Wth respect to the quarterly report for the period
ended March 31, 2005, do you recall attending a review

neeting in connection with the preparation of this 10-Q?

72
A There were many revi ew neetings over the year. |

can't tell you that | can specifically remenber this
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| renenber review nmeetings.

Q In connection with the preparation of the Form 10-Q
for the period ended March 31, 2005, do you recall having any
di scussi on with anyone at Countryw de about whether there
shoul d be additional disclosures with respect to credit risk?

A | don't.

Q Do you recall having any discussions with anyone at
Count rywi de about whether the percentage of |oans that
Countryw de was originating based on reduced docunentation
shoul d be disclosed in the 10-Q?

A | don't recall.

Q Do you recall having any discussions with anyone
about whether or not the percentage of |oans that were being
originated at | oans to value of 95 percent or higher should
be disclosed in the Form 10-@Q?

A | don't.

Q Do you recall having any discussions in connection
with the preparation of the Form 10-Q for the period ended
March 31, 2005 about whether the percentage of At A | oans
t hat Countryw de was origi nating should be disclosed in the
10- Q?

A | don't recall.

Q Do you recall having any discussions with anyone at
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Countrywi de in connection with the preparation of the 10-Q
for the period ended March 31, 2005 about whether the
percentage of | oans with piggyback second' s shoul d be
di sclosed in the 10-Q?

A | don't.

Q Do you recall having any discussions in connection
with the preparation of the March 31, 2005 10-Q about whet her
the percentage of |oans that Countryw de was originating that
had | ayered ri sk characteristics should be disclosed in the
10- Q?

A | don't.

Q I wanted to ask you one specific question about
Exhibit 194. If you turn to page 34 of the docunent, which
is you use the nunbering scheme at the top of the page, it's
page 38 of 65. This is in the section of the docunent that
deals with | oan production. There is a table kind of at the
top third of the page that breaks out the | oan production by
purpose and interest rate type. Do you recall reviewing this
section of the docunent?

A | don't.

Q Do you know why this particular break out was
i ncluded in the docunment?

MR. CALDWELL: For the record, which particular
break out are you referring to?

M5. DEAN: The purpose and interest rate type on
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the | oan producti on.
THE WTNESS: | don't profess to know the
requi rements for SEC reporting and what things have to be in
or why they're in a docunent. There was the Financial
Reporting Group and the Legal G oup that put together the
form but | don't know -- | couldn't tell that | know the
reason why, other than | would assune it's a required |eve
of disclosure.
BY M5. DEAN
Q That's just based on the fact that you -- strike
that. You don't actually know why this particul ar discl osure
was included; is that right?
MR. CALDWELL: You're talking about those two
agai n, counsel ?
M5. DEAN:  Yes.
THE WTNESS: No, | don't.
BY Ms. DEAN
Q There is a disclosure in the paragraph bel ow the
tabl e that shows | oan purpose and interest rate type, and in
a di scussi on about the percentage of |oan production that was
adjustable rate, there's a reference to sonething called a
"short term pay option adjustable rate nortgage." It's the

| ast sentence of the paragraph i nmedi ately bel ow the table on
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page 34. | just wanted to ask if you knew what a "short term

pay option adjustable rate nortgage" was.

75
A I[t's in this?
Q It's the |ast four words of the paragraph.
A Let ne just read it. | think that it's referring

to normal nonthly adjustable pay option ARMs, as opposed to a
| ong term period.

Q You think the "short ternt refers to the period --

A Reading this now, that's what it seens to ne that
they are conparing hybrid adjustable ARMs which are a fixed
period to ones that are just nonthly adjustors or six nonth
adj ustors.

Q Thank you. The "short ternf nodifies the
adj ustabl e as opposed to the long term It doesn't nean that
it's a loan of short duration, it neans the rate can adj ust
nont hl y?

A Yes; that's right.

Q Thank you. M. Kurland, |I'm handing you what was
previously marked as Exhibit 226. Exhibit 226 is a multiple
page docunent, Bates stanped JPM)00313 through 316. The e-
mail at the top of the first page is fromJohn McMiurray to
Jeff Ledernman and it's dated Septenber 7, 2007. You're not

actually copied on this e-mail but | did want to ask you a

SEC_ENF_FCIC_005193



22

23

24

25

10

11

12

13

14

15

16

17

18

coupl e of questions about the content. Wiy don't you take a
mnute to reviewit and then | will ask ny question.
M5. DEAN. Of the record.

(A brief recess was taken.)

76
M5. DEAN: Back on the record.
BY Ms. DEAN
Q M. Kurland, have you had an opportunity to review
Exhi bit 22672
A Yes.
Q M. MMrray's e-mail discusses sonething he calls
the "matching strategy” in the first sentence of his e-nail
to M. Lederman. | had asked you earlier today if you were

famliar with the "matching strategy." Did M. MMirray's e-
mai | refresh your recollection in any way about the matching
strategy at Countryw de?

MR CALDWELL: (Qbjection; ambiguous.

THE WTNESS: | think that part of this is
consistent with what | said, that they were | ooking for a
broad product nmenu. | think "nmatching" again would indicate
you' re going to have exactly what sonmeone -- |I'munfaniliar
with that as a term nol ogy that was used in the conpany. |

still don't recall the concept of people talking about a
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mat ching strategy with nme, but | do agree that strategically
there was a view to have a broad product nenu
BY MS. DEAN:
Q Whether it's called a matching program or sonething
el se, you were generally speaking aware that it was a goal of

t he conmpany to provide a broad nenu of |oan products;

correct?
77
A Yes.
Q In addition to wanting to provide a broad nenu of

products, Countryw de wanted to be conpetitive with what
other loan originators were offering in the marketplace;
correct?

A Yes.

Q As part of that process, it would survey what
competitors were offering to nake sure that its own | oan
gui del i nes were conpetitive; is that correct?

A Yes.

Q You' ve never actually seen Exhibit 226 before
today; is that right?

A | don't recall it.

M5. DEAN: Let's go off the record.
(A luncheon recess was taken.)

AFTERNOON SESSI|I ON
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MS. DEAN: Back on the record at 1:20.
BY Ms. DEAN
Q M. Kurland, |I'm handing you what has previously

been marked Exhibit 211. For the record, this is a tw page
e-mai|l string Bates stanmped JPMD00317. The e-nmil at the top
of the first page is fromJohn McMirray to Jeff Ledernan
dated Septenber 7, 2007, and the subject is "Wrld Savi ngs'
Pay Option ARM Credit Standards.” 1'll give you a nonent to

ook this over. You actually originated this string on the

78
second page with an e-mail to M. MMrray dated July 18,
2005. | wanted to ask you generally speaking what this e-
mai | was about, and I'Il give you a second to ook it over.
M. Kurland, have you had an opportunity to review
Exhi bit 2117
A Yes.
Q Did you draft the e-mail on the second page of 211
that's dated July 18, 20057
A | believe so.
Q The "Re" line on this e-nail is "Wrld Savings' Pay
Option ARM Credit Standards.™ Do you recall why you were
asking M. MMirray for an overview of pay option ARM

underwriting standards used by World Savings in July of 20057
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A My general recall is there was a | ot of

Qur program was being nodel ed basically after World Savi ngs',
the entity that had been primarily involved in pay option
busi ness, and there was sone debate going on as to, you know,
why our standards weren't exactly like their standards or
where they thought there were variations. Even publicly,
World Savings, the Sandler's, who were the chairman and co-
chai rman, chairnen of the organi zation, took very -- they
kind of laid out the underwiting guidelines and they had
been fromny recollection very standardi zed activities for
them sonewhat covered in the communication. Instead of all

of the kind of hallway dial ogue goi ng on about why coul dn't

79
we do this or that, | wanted John to clarify for everyone
what was the distinction between -- what was really happening
at Wrld Savings.

Q In this July 2005 tinme period, was Countryw de
experiencing a higher delinquency rate than the one percent
delinquency rate identified in your e-nail?

A You know, | think in the e-mail, I'mnot certain of
this, but I think I'"'mreferring to like all prine |oans, not
just ARMs or pay option loans. They had a very good

performance and track record with this loan. One of the
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reasons why the product becane so popular is that it was the
performance of it, at least historically, was viewed to be so
good.

Q Was Countrywi de trying to nake sone deci si on about
whet her to continue offering the pay option ARMI|oan in the
July 2005 tine period?

A | don't think so.

Q Q her than just having M. MMrray provide a
conpari son between Wrld's underwiting standards and
Countryw de's, was there a decision that was going to be made
based upon M. McMirray's information?

A | recall this being just a lot of back and forth
di scussi on about the product, you know, |ook at Wrld
Savings, they're even offering this to subprine borrowers.

My reaction was John, you know, could you do some real fact

80
finding and tell us what this relates to. | think what he's
concluding is that it's not -- there's nore factors going on
than just what was being discussed in the hallway
di scussi ons.

Q In this tinme period, the mddle part of 2005 tine
peri od, had soneone at the conpany expressed concerns about
t he perfornmance of the Countryw de pay option |oans?

A I"'mnot sure. | can tell you that in that time
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frame, this product was performng very well. That's what |
recal |.
BY MR WYNN:
Q Do you recall in this time period, July 2005,
anyone in the Production Division advocating further
expandi ng the guidelines to have pay options and using Wrld

Savi ngs' to support those proposal s?

A Agai n, Production is always proposi hg expansi on
I'"mnot certain that's what was taking place. 1'mnot saying
it wasn't taking place. | just don't -- | don't have a recal

precisely. Again, what it seens to ne based on this is
again, a lot of chatter in the conpany about the program It
was, you know, a significant programfor the bank, and Wrld
was a mmj or conpetitor. | just asked for the conparison
BY MS. DEAN:
Q M. MMirray apparently concl uded several things

about the Wirld Savings' underwiting. | just wanted to ask

81
you about them |If you | ook at the second paragraph of his
e-mai |l dated July 19th, in which he responds to your request
for data about the Wirld Savings' portfolio, he cites three
reasons why he thinks Wrld' s delinquency rates are low. The

first is that Wrld' s portfolio is biased toward the prine
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mai nstream and then he el aborates that 83 percent of
originations are greater than 620 FI CO scores. Do you see
t hat ?

A Yes.

Q Was that different than the pay opti on ARM
portfolio that was being originated by Countryw de?

A | don't know.

Q He then goes on to say that beyond the FICO score,
Worl d's processes and policies were much nore stringent than
i ndustry norns. Do you see that?

A Yes.

Q In this time period of July 2005, would you have
characteri zed Countryw de's processes and policies with
respect to underwriting as being nore stringent than industry
nor ns?

A Wuld | have characterized then? |s that your

guestion?
Q Yes.
A I think there were variations. | would have

accepted there were variations in the industry. Some people

82
were nore stringent and others were | ess.
Q Wbul d you have characteri zed Countryw de as being

nore stringent than industry norns?
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A | don't think so.

Q The third factor that M. MMirray cites is
extrenely favorabl e econom c conditions including interest
rates, hone prices and enploynment. In this July 2005 tinme
peri od, was there discussion at Countryw de about whether or
not the conpany could continue to anticipate honme price
appreciation at the rates that had been seen in 2004 and
20057

A This was only part of 20057

Q Yes, first half.

A I think there were di scussions about the magnitude
of home price appreciation

Q Internally at Countrywi de, was there sone concern
expressed that hone prices would likely not continue to
appreciate as quickly as they had done in 2004 and the first
hal f of 20057

MR, CALDWELL: 1'mgoing to make an objection
Over broad and calls for speculation. Go ahead.

THE WTNESS: | don't recall the specific tine
peri od, but we had a consi derable honme price appreciation
continuing, and there was basically discussion as to what

woul d and when would the market return to kind of a nornal

83
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home price appreciation.

BY MS. DEAN:
Q I n what context were those di scussions hel d?
A I think in alot of different foruns. It was an

itemthat was of interest to everybody observing housing. W

had seen very significant

i ncreases in home price

appreciation and it was discussed not frequently, you know,

but on multiple occasions.

Q Was the conclusion at Countrywi de that it was

unli kely that home price appreciation would continue to be as

rapid as it had been in 2004 and 2005?

VR. CALDWELL

THE W TNESS:

Over broad; calls for specul ation.

| think again, you know, | can't

renenber where honme price appreciation was in a particul ar

time in 2004 or 2005, but I think it was kind of the genera

vi ew t hat hone price appreciation would trend towards a

normal | evel, which was nore in the four to five percent, or

it could be three to five percent per year range as opposed

to sone of the kind of md-teen type levels that we saw

BY MS. DEAN:

Q On the first page of Exhibit 211, M. MMirray

identifies sonme additional

processes that World had in place

with respect to its pay option portfolio. He wites that

Worl d enphasi zes equity and that credit bl eni shes nust be

offset with additi ona

equity,

and high | oan to val ues are
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limted even with good credit. Was that true of the pay
option ARM | oan portfolio being originated at Countryw de in
20057

MR. CALDWELL: Conpound; over broad.
THE WTNESS: | don't think | could characterize
like the specific prograns we originated for sale into the

secondary narket and what we originated for the bank as

| really can't tell you exactly where our programs fell, you
know, within a couple of lines, with those types of
descri ptions.

BY MS. DEAN:

Q I"'msorry. 1 don't understand what you nean by "a
couple of lines."

A You know, this is an underwiting guide, and woul d
be considerable in length. This is just an exanple of sone
factors in underwiting or in developing a program | can't
-- | don't know all of their programs and frankly | don't
know al |l of Countryw de's prograns. | have troubl e answering
your questi on.

Q Specifically, with respect to the pay option
portfolio, did Countryw de's pay option |loan portfolio
enphasi ze |l ow | oan to val ue origi nations?

MR, CALDVWELL: Anbi guous.

THE WTNESS: Cenerally, what | recall that was
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85
exactly at this period of time, but it had an average of LTV
that was considered to be a reasonable equity level, in the
75 to 80 percent area. That's what | recall.

BY Ms. DEAN

Q Did you understand M. McMiurray's e-nmail to you
dated July 19, 2005 to be indicating a difference between the
way World Savings underwote its pay option portfolio or a
simlarity?

A VWhat | take away fromthis is just an explanation
as to why it's not being offered on subprinme | oans, that
their product is not a subprinme product. That's what | think
this really gets to the heart of.

Q | appreciate that, but that doesn't answer the
question | asked which is as you read this e-nmail in July of
2005, did you believe M. MMirray was pointing out a
simlarity between the Wrld and Countryw de pay option ARM
portfolio or a difference?

MR. CALDWELL: (bjection, assunes facts.
M5. DEAN: Counsel, | have all owed you to make
t hese objections. | have basically ignored them but

frankly, this is not a civil deposition and your objections

SEC_ENF_FCIC_005204



22

23

24

25

10

11

12

13

14

15

16

17

18

19

have no standing here. W are not operating under the
Federal Rul es of Evidence. You are wasting tine.
MR, CALDWELL: |I'mnot wasting tinme. My objections

have been very short. You may want to use this transcript

86
some day and I'mobligated to preserve ny objections. He nmay
not have thought about that issue. | haven't nade speaking
objections. A lot of your questions have a | ot of problens,
counsel, and I"'mentitled, in fact, it's ny duty as his
| awyer, to preserve the record with respect to those
obj ecti ons.

M5. DEAN: As | told you, |I've allowed you to nake
t hem but --

VR. CALDWELL: Ckay, then let's keep noving.

THE WTNESS: |I'mtrying to answer to the best of
my ability. The way | woul d have perceived this nmeno woul d
not be trying to or thinking of it as a conparison between
our programor Wrld's program but responsive to flippant
type comrents that WAMu was maki ng subprine pay option
nort gages, and this would have been |ike okay, now we can
nove past that as an issue. They're naking |oans that are
based on high credit quality and expectations that the | oans
will perform That's the context that | believe |I received

this and that | had requested the information
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BY MS. DEAN
Q One of the other things that M. MMirray
identifies as an additional process that's in place at Wrld
Savings is at the bottomof the first page of Exhibit 211.
He says that Wrld uses only in-house appraisers, and that

brokers can't order their own appraisals. Do you know what

87
the policy at Countrywi de was with respect to appraisals and
whet her brokers could order their own appraisals?

A | believe that brokers ordered their own
appr ai sal s.

Q A third thing that M. MMirray identified with
respect to Wrld Savings' portfolio is at the top of page two
of Exhibit 211. He says that Wrld avoi ded |arge | oan
bal ances and NOO property. Do you know what an " NOO
property" is?

A Non- owner occupi ed.

Q That woul d be an investnent property?

A O a second property, second hone.

Q Do you know if Countryw de's portfolio of pay
option | oans avoi ded | arge | oan bal ances and non- owner
occupi ed properties in the 2005 tinme frane?

MR, CALDWELL: Conpound.
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THE WTNESS: | don't recall the specifics of where
the cutoff's were.
BY MR, WYNN:

Q M. Kurland, |ooking at Exhibit 211, do you recall
if you ever had discussion with M. Mzilo about Wrld
Savings' underwiting practices as it pertained to pay option
| oans?

A I don't recall a specific dialogue, but there were

likely to have been general discussions about this product.

88

Q Do you recall any conversation where you told M.
Mozil o about M. McMiurray's observations regarding Wrld
Savings' underwiting as set forth in Exhibit 2117

A Coul d you repeat that? [|I'msorry.

Q Did you ever talk to M. Mzilo about the
conclusions that M. MMirray reached regarding Wrld
Savi ngs' underwiting practices as set forth in Exhibit 2117

A | don't recall.

Q In testinmony to the staff, M. MMirray stated the
purpose of this e-mail and his work in Exhibit 211 was to
respond to calls fromM. Sanbol and M. Garcia to | ower FICO
scores on pay option products, and in support of their
proposal, they pointed to Wrld Savings saying Wrld Savi ngs

had | ow FI CO scores, why can't we do it. Do you recall those

SEC_ENF_FCIC_005207



15

16

17

18

19

20

21

22

23

24

25

10

11

types of proposals made by Sanbol and Garcia?

A I don't know that they were proposals by either one
of them but | think what you' re suggesting is kind of
consistent with what |'ve already said, that there were
di scussi ons about their prograns and their standards. They
are not raising those issues just as points of interest.

They' re raising them because they want to see if they can

offer a simlar type product.

Q You nmentioned "hallway chatter.” By "hallway
chatter,"” is that the same thing as considering a proposal ?
A It's not. | think that's the distinction. | don't
89
recall a formal proposal. What | recall is this issue being

tal ked about and just wanting to have nore clear infornmation
presented so people were working off real facts.
BY M5. DEAN:
Q M. Kurland, |I'm handing you what has been marked
as Exhi bit 840.
(SEC Exhibit No. 840 was narked for
i dentification.)
BY Ms. DEAN
Q This is an e-mail string, Bates stanped

CFC20071 061392 through 394. The e-mail at the top of the
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first page is from Angelo Mozilo to Dave Sambol, Stan
Kurland, and Carlos Garcia, and it's dated August 2, 2005.
Have you ever seen Exhibit 840 before?

A No, | don't recall it. |1'mnot saying | haven't
seen it. | just don't recall it. Can | take sone tine to
ook at it?

Q Pl ease do. M. Kurland, have you revi ewed Exhibit
8407

A Yes.

Q Do you recall receiving the e-mail string that has
now been nmarked as Exhi bit 8407?

A It looks famliar to ne.

Q Do you have any reason to believe you didn't

receive it?

90

A No.

Q Let's start at the back since that's actually the
first e-mail in the chain, the page that ends in Bates stanp
1393 at the bottom There's an e-mail there from Angel o
Mozilo to Carlos Garcia and Stan Kurl and dated August 1,

2005. In that e-mail, M. Mzilo wites "I am becom ng
i ncreasingly concerned about the environnment surrounding the
borrowers who are utilizing the pay option |loan and the price

| evel of real estate in general, but particularly relative to
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condo's and specifically condo's being purchased by

specul at or s/ non- owner occupants.” Do you see that?
A Yes.
MR. CALDWELL: | was going to object that it

nm sstates the docunent.

M5. DEAN: | n what way, counsel?

MR, CALDWELL: W' ve had this problembefore. It's
not directed to him which is what you said. |It's copied to
him There's a difference.

BY M5. DEAN

Q Ckay. Do you recall in or around August 2005 M.
Mozi |l o expressing concern about the bank's strategy of --
strike that. Do you recall in or around August of 2005 M.
Mozi |l o expressing concern about the borrowers who were
utilizing the pay option |oan at Countryw de?

A | remenber concerns being raised about Florida,

91
about Las Vegas. You know, that was probably around this
time. You know, other than reading this, | wouldn't have
t hought of it as sonething specific to pay options.

Q Do you recall M. Mzilo expressing concern about
the possibility of a collapse in the condo market?

A | recall a concern over the condo market in
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Fl ori da.

Q On M. Mzilo's part?

A Yes.

Q In response to that concern, M. Mdzilo then wites
that he thinks the bank should re-think the assets that it's
putting into its held for investnent portfolio. Do you
recall having a discussion with M. Mdzilo about that?

A No.

Q Wiy would M. Mzilo have copied you on this e-nmil
to Carlos Garcia, if you know?

MR. CALDWELL: Calls for specul ation.

THE WTNESS: | don't know.
BY M5. DEAN:
Q Did he routinely copy you on correspondence wth

respect to issues related to Countryw de Bank?

MR. CALDWELL: Calls for specul ation.

THE WTNESS: | believe | was copied on neno's. |
woul dn't know the ones | wasn't copied on.

BY M5. DEAN:

92
Q Prior to M. Muzilo sending out this e-mail to
Carlos Garcia with a carbon copy to you, had you had a
di scussion with M. Mozilo about this issue?

A | don't recall.
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Q M. Mbzil o makes sone specific suggestions here
about what shoul d happen with respect to the bank's held for
i nvestnent portfolio. The first of which is he says that the
bank shoul d never put a non-owner occupied pay option ARM on
t he bal ance sheet. Do you see that? It's the second
sentence of the second paragraph of his e-mail dated August
1

A | see that.

Q Do you know if the bank continued to hold for
i nvest ment non-owner occupi ed pay option ARM I oans after this
e-mail fromM. Mzilo was sent out?

A I don't know specifically the answer to your
guestion, that they held | oans before, that they would have
sold them and | don't recall that taking place.

Q To the extent that they were already on the bal ance
sheet, they would have stayed there because you don't have a
recol l ection of any |loans being sold after this e-mail?

A I"msaying | don't recall that and | think your
guestion was, you know, perhaps difficult to answer the way
you phrased it.

Q Let me break it down. To your know edge, did

93

Count rywi de Bank sell any of the pay option ARMIoans in its
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hel d for investrment portfolio between August 1, 2005 and your
departure fromthe conpany?

A | don't believe so.

Q One of the other things that M. Myzilo says in his
e-mail is that he believes that the focus for the bank shoul d
be on FI CO scores 700 and above. Do you know if the bank
changed its strategy with respect to the portfolio as held
for investnent loans as it relates to FI CO scores in response
to M. Mzilo's e-mail?

A | don't remenber what change took place as a result
of this.

Q You don't renenber?

A | don't renenber.

Q In the next sentence in this e-mail, M. Mzilo
nmakes the comment "Wen the | oan resets in five years, there
wi Il be an enornous paynent shock." Do you see that?

A The sane paragraph?

Q Yes. W're in the second paragraph at the bottom of
the page that ends in Bates stanp 1393, and the third |ine
fromthe bottom

A Ckay. VYes, | seeit.

Q Did you ever have any discussions with M. Mzilo
about his concerns with respect to the payment shock that

m ght be experienced by pay option ARM borrowers?
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A | don't recall if | had a conversation with him
Q Did you ever have a conversation with anyone at
Countryw de Bank about the potential for paynment shock being

experienced by pay option ARM | oan borrowers?

A Yes.
Q Who did you have that conversation wth?
A I woul d have had conversations with Dave Sanbol,

wi th probably John McMurray, Carlos Garcia.

Q First, what do you understand the phrase "paynent
shock" to mean?

A "Paynent shock" was typically referring to a reset
that resulted in an increase in someone' s paynent.

Q The conversations that you had with M. Sanbol on
that issue, when was the first time you recall having a
conversation with M. Sanbol about the potential for paynent
shock on a pay option |oan?

A | don't recall any specific date. This was a
characteristic of a pay option loan, that there cones a tinme
at which it resets, and there's a potential for paynent
shock. Those itens are discussed as we're not only
di scussing the product, but this was a product that was held
in the bank, and it was discussed with regulators, and it was
di scussed with the Fed. This isn't a topic that's isol ated
to this one paragraph.

Q You don't renenber the first tinme you would have
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had an di scussion with M. Sanbol about that issue?
A | don't have like a first tinme.
Q In M. Mzilo's e-mail in August of 2005, he
i ndi cates that one of the consequences of this paynent shock
m ght be foreclosure. Do you recall having discussions with
either M. Sanbol, M. MMirray, or M. Garcia about the
potential for payment shock to cause borrowers to default on
their pay option |oans?
A I think discussions were about paynent shock, woul d
borrowers be able to find new | oans, woul d there be other
| oans available with the extent of the increase in paynents.
That woul d have been the general itens that we di scussed.
Q Were you having these discussions, to your
know edge, in the August 2005 tine period?
MR. CALDWELL: njection; over broad, conpound.
THE WTNESS: | think what | can say is that from
the initiation of this programand the terns of the loan, it
was always -- the reset's were always sonething that were
di scussed. You know, it wouldn't have been isolated by the
way to 2005. It would have been through the life cycle of
this product.

BY M5. DEAN:
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Q Did Countryw de take any steps to address the
potential for borrowers to default in the event of |oan reset

and paynment shock in this 2005 tine period?

96

A VWhat' s happening in 2005, interest rates are
rising, which is increasing short terminterest rates, and
there was a process for increasing mninmumpaynent rates as
one of the itens | recall or steps that were taken

Q You recall one of the steps that Countryw de took
was to change the process whereby the mni num paynent was
cal cul at ed?

A In ternms of addressing the rising interest rate
environment and the | evel of potential reset's was addressing
what was the mnimum start rate.

Q How woul d changing the m nimumstart rate affect
the potential for reset?

A In a pay option ARM you have a choice to nake a
paynent at the initial nmininmmpaynent, right, and if that
rate is -- obviously if it's lower, that m ni num paynent
rate, when rates are noving up, there's the potential for
negative anortization on a pay option |loan, and to the extent
the beginning rate is higher or the mininumrate is higher,
it reduces the potential negative AM which would result in

| ess of a paynent requirenent as change in paynent or w ndow
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of reset.
BY MR WYNN:
Q Was the start rate increased in 2005?
A | don't recall, you know, precisely. There were, |

think, nodifications that were nade to the program to

97
i ncrease the mninmumstart rates for | oans of varying
characteristics. | don't recall the specifics of the date or
when that occurred.
BY MS. DEAN:

Q If you turn to the | ast page of Exhibit 840, the
first full paragraph, the one that starts with the word
"Frankly," in the | ast sentence, which starts three |ines
fromthe bottomof the paragraph, M. Mzilo wote "I feel
strongly that over the next 12 nonths, we are going to be
facing one of the nost difficult and challenging real estate
and nortgage narkets in decades.” Do you see that?

A Yes.

Q Did you agree with M. Mzilo at the tine you
received this e-nmil in August of 2005, that the next 12
nmont hs were going to be one of the nost difficult and
chal l engi ng real estate and nortgage markets in decades?

A | don't know what ny feelings were when | read
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Q Di d you have any discussions with M. Myzilo about
the fact that he apparently believed that the next 12 nonths

were going to be a difficult and chall enging real estate

mar ket ?
A I don't recall a dialogue.
BY MR WYNN:
Q Did you say you don't recall a dial ogue?
98
A | don't remenber a conversation like that, dialogue
conversati on.
BY MS. DEAN:
Q Do you know why M. Mozil o believed that the next
12 nmonths were going to be a difficult and chall engi ng real
estate and nortgage narket?
MR, CALDWELL: Calls for specul ation.
THE WTNESS: | don't know his specific reasons for

feeling that way.
BY MS. DEAN:
Q You never had a conversation with hi mabout the
subj ect ?
A | don't recall one.
Q Have you ever heard of the pay option ARM I oan

being referred to as an "affordability product?"
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A Yes.

Q What do you understand the phrase "affordability
product" to mean?

A One that was meant to nake | oans nore affordable
for borrowers.

Q Have you ever heard the phrase used to nean a | oan
that would allow a borrower to purchase a home in their
mar ket where real estate values were very high?

A I think that would incorporate -- it could be

af fordabl e where real estate is high or where real estate is

99
not hi gh, but --

Q Let me ask it this way. Have you ever heard the
phrase applied to a | oan product that was used to pernit a
borrower to take out a larger | oan than he otherw se would
have been able to afford in a different product?

MR. CALDWELL: The phrase being "affordability
product ?"

M5. DEAN:  Yes.

MR, CALDVWELL: Anbiguous.

THE WTNESS: An affordability product would by its
nature be sonething that would have let's say a | ower paynent

than a 30 year fully anmortizing loan. | think that is
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consi stent with your question.
BY M5. DEAN
Q Al things being equal, the payment on a $500, 000
nortgage on an affordability product would be | ower than the
paynment on a $500, 000 nortgage on a conventional product?
A Not conventional, but | would say |ike an interest
only nortgage would provide a nore affordable paynment than a

30 year fully anortizing, both could be conventiona

product s.
Q In the second to |ast paragraph of M. Mzilo' s e-
mail, he recounts an anecdote about a conversati on he had

with a nortgage broker, in which the broker told himthat he

does all of his business with Countryw de because the area

100
that he serves is economically suppressed and the only way he

can qualify borrowers is via the pay option ARMIoan. Do you

see that?
A Yes.
Q M. Mzilo goes on to say that he's heard that sane

story many tinmes over from nortgage brokers who utilize the
pay option for very marginal borrowers. Do you see that?

A | do.

Q Was that an appropriate use of the pay option | oan

in your opinion?
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MR. CALDWELL: bjection; ambi guous.

THE WTNESS: | think there were many products, you
know, a large nmenu of products, sone had paynents that were
nore affordable than others. You know, | don't know whet her
| could distinguish for you whether that's appropriate for
pay options versus, for exanple, interest only, and that was
a feature of the product.

BY MS. DEAN:

Q As the president and chief operating officer of the
conmpany, when you read this e-mail in which M. Mzilo
conmpl ains that he's heard of nunerous instances of nortgage
brokers utilizing the pay option for nmargi nal borrowers, were
you concerned?

A We had considerabl e surveillance that took place in

t he conmpany, the divisions, that dealt with credit and dealt

101
with the evaluation and quality control of nortgages. This
statenent by itself could be considered alarmng but | would
have depended upon the activities within the conpany to see
nort gages and deternine, you know, how | oans are being
underwitten. | wouldn't rely upon anecdotal information.

Q Did it ever cone to your attention through the

regul ar QC process at the conpany that borrowers were being
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qualified for pay option ARMI|oans -- strike that. Did it
ever come to your attention through the regular QC process at
t he conmpany that brokers were qualifying borrowers for pay
option ARM | oans by nisstating their incone?

A I don't think so.

Q One of the last things M. Mzilo wites in the e-
mail that's on the |ast page of Exhibit 840 is that he wants
M. Garcia to neet with hinself and "Stan" to revi ew what
actions M. Garcia is putting in place to secure the
financial integrity of the bank. Did you and M. Mzilo ever
have a nmeeting with M. Garcia where you discussed this e-
mai | ?

A | don't recall.

Q Do you recall having a neeting with M. Garcia in
whi ch the subject of what | oans the bank shoul d be hol di ng
for investrment was di scussed?

A It's very likely that we had that neeting, you

know. It sounds faintly famliar. | had many neetings with

102
Carl os Garci a.
Q Did M. Mzilo ever tell you that he wanted to sell
the loans -- the pay option loans in the bank's held for
i nvestment portfolio?

A | don't recall that.
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Q Did M. Mozilo ever express concern to you with
respect to the percentage of the pay option portfolio that
was negatively anortizing?

A That was a general concern around the product, and
he probably -- we probably did discuss that. It was a
considerable topic of public interest.

Q Did you yoursel f have any concerns about the
percentage of the pay option portfolio that was negatively
anortizing at year end 20057

A No.

Q Di d you have any concerns about the percentage of
borrowers who were consistently electing to make the m ni num
paynment on their pay option ARMI|oans at year end 20057

A It was an observation that was, you know, being
highlighted. | renenber that. | don't recall whether that
regi stered as a concern or as sonething that we were going to
eval uate, but | do renmember the subject.

BY MR WYNN:
Q Were you concerned about negative anortization in

20057

103
A It was not a significant financial concern

Q What about froma credit risk perspective?
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MR. CALDWELL: (bjection; anbiguous.
THE WTNESS: Fromcredit --
BY MR, WYNN:

Q You said "financial." That could nean
profitability only. Credit risk could nmean sonething el se.

A Your question again?

Q Di d you have any concerns about the percentage of
the pay option portfolio that was negatively anortizing from
a credit risk perspective in 20057

A I don't recall that as a significant issue that |
had over credit risk for the conpany.

BY Ms. DEAN

Q Did it ever becone a concern prior to your
departure fromthe conpany? A concern of yours.

VR. CALDWELL: (bjection; ambiguous. Can we have a
clear record of what "it" is?

V5. DEAN:.  Sure.

BY MS. DEAN:

Q At any tine prior to your departure fromthe
conpany, did you ever cone to be concerned about the
percentage of the pay option |loan portfolio that was
negatively anorti zi ng?

A It was sonething that was nonitored. Wen you say

104
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"concern," | did not viewit as an itemthat presented a
significant credit risk to the conpany.
BY MR, WYNN:

Q Were there any tinmes that you thought presented a
significant credit risk to the conpany in 2004 or 20057

A That's a pretty broad question in the sense that we
operated many activities and we | ooked at and nonitored risk
and investnents. | didn't have a significant concern that we
weren't managi ng the investnments or the credit risk of the
conpany.

Q For sonme point in time, people in Credit Risk
Managenment reported to you; is that right?

A Yes.

Q You were responsible for the area of Credit Risk
Managenent? |s that also right?

A They reported up to ne.

Q The question again is at any tine between 2004 and
2005, did you cone to believe that any particular itens or
circunstances presented any credit to the conpany?

MR CALDVELL: Asked and answered.

THE WTNESS: The conmpany by its nature being a
I ender had credit risk. |It's unfair of you to ask ne if
there's anything that | thought presented credit risk because
we were in the business of investing, and investing has by

its nature credit risk. So, | don't even know how to begin
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to answer the question.

BY MR, WYNN:

Q What did you view as a chief credit risk facing the
conpany in 2004 and 20057

MR. CALDWELL: Over broad.

THE WTNESS: There were many areas of credit risk,
credit risk on positions that we held in the Street with
trades. There was credit risk relative to the ability for
Ms to nake paynment on clainms. There's credit risk
surroundi ng residual s that the conpany held on its bal ance
sheet. There is counterparty risk with various entities that
t he conmpany was engaged in doi ng business with. There was
just a wide variety of things that fall under the unbrella of
credit risk. Cbviously, there's a concern when you're
operating a financial corporation for these issues, and we
had activities and departnents and professionals that were
i nvol ved in managi ng and assessing areas of risk.

Q You listed sonme things that were credit risks to
the conmpany. Are those the itens that you considered the
chief credit risks --

A I'"mgiving you off the top of ny head what are, you
know, the variety of itenms of credit risk. If | was sitting
down and witing up a report, it would be obviously nuch nore

extensive than I can pull off the top of my head, you know,
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BY Ms. DEAN

Q I think I can cut through this. Wre there any
areas of credit risk in either 2004 or 2005 that you did not
bel i eve were being appropriately nanaged by the conpany?

A No.

MR CALDWELL: Can we take a short break?

MS. DEAN: Sure. Of the record.

(A brief recess was taken.)

M5. DEAN: Back on the record.

BY MR WYNN:

Q M. Kurland, did you view the expansion of
underwiting guidelines as a credit risk?

MR, CALDVWELL: Anbi guous.

THE WTNESS: It is basically like a risk based
price. You know, when you look at credit risk, it's what are
you earning versus the risk that you're taking, and | think
expanded prograns increase risk. Not all those |oans are
hel d on the bal ance sheet of the conpany. |It's not sonething
you can answer in a yes or no way.

BY MR WYNN:

Q Just to be clear, nmy question was did you view the
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expansi on of underwiting guidelines at Countryw de as a
credit risk, and your response, the last part of it, was you

can't answer that?

A I can't answer that in a yes or no fashion because
107
first of all, certain loans aren't held on the bal ance sheet

of the conmpany. They are securitized and sold, and they
don't -- the risk isn't retained by the conmpany. The
expansi on of the products doesn't necessarily mean that
there's greater credit risk for the conpany. This is not a
yes or no answer the way that you're phrasing it.
Q Do you view the expansion of underwiting

gui delines at Countrywide as a credit risk in and of itself,
irrespective of how | oans are securitized or held in the
bank, just in and of itself, underwiting guidelines are
expandi ng, does that constitute a credit risk in your mnd?

MR. CALDWELL: bjection; ambiguous and asked and
answer ed.

THE WTNESS: | think expansion of guidelines or
some gui del i nes can produce higher levels of credit risk
al beit you have to evaluate that in the context of what
you're getting paid for that credit.

BY MR, WYNN:

Q Do you recall during your tenure at the conpany in
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the 2004 to 2005 tinme period if you took any steps to address
the additional credit risk presented by expanded underwiting
gui del i nes?

A My general steps would have been to sell the
nortgage product into the secondary market or to try to

mar ket the residual pieces that resulted fromthe

108
securitizations.
Q Can you recall any other steps that you took to
address the credit risk presented by expandi ng gui delines?
A O her than also making sure that we were paid
appropriately in terns of pricing. W didn't extend the
credit risk without there being a risk reward invol ved.
Q Do you recall proposing any requests for
gui del i nes' extension?
VR, CALDWELL: Anbi guous.
THE WTNESS: You know, |'m sure there are cases
where | presented prograns. | don't right now renenber a
specific one. There is sone tine | cut off inconme, no asset
| oans.
BY MR WYNN:

Q You nentioned risk based pricing a couple of

Can you explain what that is, please?
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A Ri sk based pricing would be as in any |oan, that
the risk associated with the | oan, whether you' re narketing
it or holding it, there's a higher interest rate attributable
to |l oans that have higher risk characteristics.

Q Are you aware of any limtations upon risk based
pricing?

A I"'msorry. \What?

Q Are you aware of any limtations upon using risk

based pricing?

109

MR, CALDWELL: |1'mgoing to object, anbiguous and
al so object that it's seeking a | egal conclusion. Go ahead.
You can answer.

THE WTNESS: | think that all narkets operate
basically off a risk based pricing nodel, and that's why
there are variations between a prime credit quality loan, the
interest rate on a prinme credit quality |Ioan and a subpri ne.
That's an exanpl e of risk based pricing.

BY MR, WYNN:

Q My question was were you aware of any limtations
on the concept of risk based pricing --

MR. CALDWELL: Same objections.

THE WTNESS: |'mnot really even sure what the
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guestion means actual ly.
BY MR WYNN:

Q You have told nme and others in the conpany have
told ne that risk based pricing is sonething where a | oan
that has higher risk attributes has higher pricing, a higher
interest rate, in order to conpensate for the additiona
credit risk taken on; is that correct?

A Yes.

Q Are you aware of any limtations on the ability of
ri sk based pricing to adequately conpensate the conpany for
the additional risk it takes on for --

MR. CALDWELL: Sane obj ection; ambi guous.

110
THE WTNESS: They're nodels. Mdels have
limtations in the sense that they can be proven to be wong
or right, but they're nodels. They're not crystal balls that
predict the future.
BY MR WYNN:

Q Are you aware of anyone in Credit Ri sk Managenent
ever telling you that there were linitations on the ability
of risk based pricing to adequately conpensate the conpany
for the additional credit risk it was taking on?

A | don't recall.

BY MS. DEAN:
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Q If we could turn back to Exhibit 840, | wanted to
ask you about a couple of statenents on the first page of the
docunent. If you | ook at the very bottomof the first page,
there's an e-mail there fromM. Mzilo to Carlos Garcia
dated August 2, 2005. Do you see that?

A Yes.

Q You were carbon copied on that e-mail. M. Mzilo
makes the comment that "We should not be nmaking any pay
options to investors anywhere.”" Did M. Mzilo ever express
that belief to you outside of the context of this e-nail?

A | don't recall it.

Q When you received this e-nail in August of 2005,
woul d you have agreed with M. Mdzilo's perception that the

bank shoul d not be meking pay option | oans to non- owner

111
occupi ers?
A I don't know what | would have thought at that
point in tine.
Q Did you ever cone to the conclusion that the bank

shoul d not nmake pay option ARM | oans to non-owner occupiers?
A I don't know. | don't recall.

Q As you sit here today, do you have an opini on about
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A For exanple, if sonmeone had a non-owner occupied
| oan and they were putting 50 percent down on that |oan, that
woul d probably be a very good |loan to me on an investor
property, so the problemw th these type of conments is they
are not put into the context of all of the different
characteristics that go into -- non-owner occupied | oans are
not evil by thensel ves.

Q You woul dn't necessarily have agreed with M.

Mozil o's comment ?

A I don't know that | would or wouldn't have agreed
wi th what he was saying. You asked me what ny opinion was
today. I1'mtrying to give you an exanple of where | think it
woul d be perfectly fine.

Q There woul d be certain circunstances where you
would think it was appropriate to nake a | oan --

A I"'mtelling you as of today. | can't tell you

August 2, 2005 really what | was feeling or thinking when I

112
| ooked at this.

Q Last question about this docunent is the e-mail at
the top of the first page, M. Mzilo wites in the | ast
sentence of that e-mail that by placing pay option ARM | oans
into the bank, we have no idea what econom c and reputationa

| osses we will suffer.
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MR. CALDWELL: M sstates the docunent.
BY MS. DEAN:
Q The docunent is about pay option ARM I oans and he's

sayi ng by placing themat the bank, we have no idea what

econom ¢ and reputational |losses we will suffer. Do you see
t hat ?

A | do see that. I'mtrying to interpret what it is
that he's talking about. The title is "Bank Assets.” |I'm

trying to find the reference to pay options in this.

Q Let's look at the bottom of the page. He wites on
August 2 that he "Does not think we should be naking pay
options to investors.” Carlos Garcia responds "That
direction will be inplemented pending an analysis." M.
Sanbol wei ghs in and says that "W shoul d doubl e check to
nmake sure that we're not causing an issue in the secondary
mar ket by cherry picking particular loans.”" M. Mzilo
responds "By placing even at 50 percent into the bank, we
have no idea what econonic and reputational |osses we wll

suffer.”" Do you think he was changi ng the subject from pay

113
option ARM I oans to sonething el se?
MR. CALDWELL: Calls for specul ation

THE WTNESS: | wasn't sure. Reading up your
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chain, it would be -- which I don't know -- this would be
non- owner occupi ed pay option, to take your chain of thought.
BY MS. DEAN:

Q Let's assunme that is what he was referring to.
Wul d you have agreed with the statenment that by placing non-
owner occupi ed pay option ARM I oans into the bank,

Countryw de woul d have been unable to predict the economc
and reputational losses it would suffer?

MR. CALDWELL: You're tal king about what he woul d
have agreed with in August 2005, counsel?

M5. DEAN:  Yes.

THE WTNESS: Again, I'mnot really capable of
goi ng back and thinking or recalling what | would have
thought if this was accurate or true.

BY MS. DEAN:

Q If you had agreed with him would you have taken
some steps to make changes with respect to what the bank was
doing with respect to the held for investnent portfolio?

MR. CALDWELL: Calls for speculation and conpl ete
hypot het i cal .
M5. DEAN: It's foundational.

THE WTNESS: |f | would have agreed that sonething

114

woul d darmage the reputation of the bank or | thought
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somet hi ng woul d danmage the bank, would | take action? Yes.
BY MS. DEAN:

Q After receiving this August 2, 2005 e-rmai
di scussing the advisability of retaining pay option ARM | oans
nmade to non-owner occupiers, did you in fact take any steps
to change the bank's policies with respect to those | oans?

A I don't recall what the policy changes night have
been.

Q ' m handi ng you now what was previously marked as
Exhi bit 215. Exhibit 215 is a multiple page e-nmil, Bates
st anped JPM321 t hrough 322. The e-mail at the top of the
first page is fromJohn McMirray to Jeff Lederman dated
Sept enber 7, 2007, and the "Re" line is "Bank SISA Program"
"1l give you a moment to look it over. | wanted to ask you
if you actually recall receiving the e-nmail that is

i medi ately below that from M. MMrray dated August 31

2005.

A Ckay.

Q M. Kurland, have you had an opportunity to review
Exhi bit 215?

A Yes.

Q Do you believe that you received that portion of

t he docunent that starts with M. MMiurray's e-nail to you

and Ni ck Krsnich dated August 31, 20057
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A Yes.

Q Can you tell ne what a "SI SA Progrant is?

A SI SA woul d be stated incone/stated asset | oan.

Q Do you recall M. MMirray telling you that he was
not confortable with the bank wanting to expand gui delines
with respect to pay option ARM I oans to include reduced
docunent ati on standards?

A | don't recall it.

Q Do you recall naking a decision one way or the
other with respect to the bank's request to expand this
particul ar underwriting guideline?

A Coul d you repeat that?

Q Wt hout going into nuch detail, it |ooks like M.
Garcia was asking M. MMrray for his input with respect to
expandi ng underwriting guidelines to reduced docunentati on on
pay option loans. M. MMrray wote to you sayi ng he was
unconfortabl e about it. Do you recall naking a decision one
way or the other about whether this particular guideline
change shoul d be inpl enent ed?

A First of all, |I don't recall that, ever nmking that
decision, and there's a separate Credit Committee of the
bank.

Q Wiy would M. McMurray have been asking you -- why
would M. McMurray have been witing to you on this

particul ar subject?
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MR. CALDWELL: Calls for specul ation
THE WTNESS: | think to try to keep me in the
loop. | would speculate that he's sending nme this to keep ne
in the | oop on the issues.
BY Ms. DEAN

Q | think you've already testified earlier today that
there were instances where you were asked to resol ve
conflicts between Production and Credit Risk with respect to
the underwiting guidelines; isn't that true?

A Yes. | don't know, nunber one, this represents a
conflict. This is asking for information, your opinion. It
woul d be a formal process that sonething was presented to ne
as an exception.

Q You think if this were an instance where you were
bei ng call ed upon to nmake a decision, there would be a nore
formal docunent provided beyond this e-mail ?

A If it was a conflict.

Q One of the reasons M. McMurray provides to M.
Garcia as support for not expanding the guideline is on page
two of Exhibit 215. |If you look at item nunber three, he
i ndi cates that docunentation is one of the nbst dom nant

variables for predicting default. He concludes |ess
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docunentation equals nore default. Do you see that?
A Yes.

Q As a general principle, all things being equal

117

woul d you agree that | ower docunmentation is a predictor for
i ncreased default rates?

MR CALDWELL: Over broad.

THE WTNESS: | think all things being equal, you
know - -

MR CALDWELL: Anbiguous as to tine. GCo ahead.

BY Ms. DEAN

Q Let me ask it differently. If you take two | oans,

each with the sane FI CO score, the sane |oan to val ue, the
same debt to incone ratio for the borrower, and the only
thing that is different, sane |oan anmount, the only thing
that is different is the anbunt of docunentation, would you
say that the | ower docunentation loan is nore likely to
experience default than the full docunentation | oan?

MR. CALDWELL: You're asking for his opinion today?

M5. DEAN: Yes, let's ask for his opinion today.

THE WTNESS: Today, | think there has been an
evol ving view of how reliable, for exanple, a FICO score is,
so | think there's a considerabl e adjustnent that has taken

place in ternms of how rmuch significance or difference in
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performance results fromvarying | evels of docunentation.
Wth regard to going back to 2005, | think that there were
variations in ternms of how one expected a loan with
docunentation, for exanple, with a high FICO |ow LTV, that

docunent ati on woul d have resulted in |less credit issues or

118

potential's, but it has changed vastly, | think, from how
people felt about it, how underwiters felt about it in 2005
versus, you know, at the end of 2008.

BY MS. DEAN:

Q When you received Exhibit 215 from M. MMirray,
woul d you have agreed with his conclusion that |ower
docunentation is a predictor of higher default?

A I think I would have agreed that | oans that have
greater |evels of docunentation are likely to show or have a
| oner expectation of default, although in nany cases, it was
very small.

Q VWhat was very snall?

A The variation on performance.

Q One of the things M. MMirray observes in his e-
mail to M. Garcia is that as of the date that he wote it
August 2005, 75 percent of the pay option | oans being

originated at the bank were al ready reduced docunentati on.
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Were you aware of that statistic in August 20057?

A I was aware of a high percentage. | don't know
what the exact percentage would be. | recall that a high
percentage of the |oans were | ower docunentation | oans.

BY MR WYNN:

Q Were you aware that the pay option ARMs were

essentially a reduced docunentation progranf

MR. CALDWELL: bjection; ambi guous, over broad.

119
THE WTNESS: There are nany pay option ARMs that
were produced on | ow docunentation, whether that's synonynous
with pay option, is that what you're asking ne?
BY MR WYNN:
Q Just to give you clarity on the question, in
testinony fromothers, such as Carlos Garcia, he nentioned
t hat pay options have al ways been considered a reduced
docunentation program The pay option prograns were enul ated
to WAMU and to a | esser extent to World Savings, but they
were all reduced docunentation prograns, and internally at
Count rywi de, the pay option programwas always known to be
within the AIt A category of prinme. Wth that foundation,
were you aware in 2005 that the pay option programwas a
reduced docunentation progranf

MR. CALDWELL: |1'm going to object to assum ng
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facts and anbi guous.

THE WTNESS: [|'Il try to clarify for you again ny
perception of the program that nany pay opti on ARME were
produced on | ow docunentation programs. It's not synonynous
to ne with pay option.

BY MR WYNN:

Q Woul d you consi der pay option ARMs to be an Alt A
product ?
A Sone were Alt A and others, they were full

docunentati on pay option ARMs.

120
Q Do you know what percentage of pay options that

Countrywi de originated were on a full docunentation basis?

A | think that it varied over tine.

Q In 2005, for instance?

A I don't recall specifics.

Q Do you think it was ever over 15 percent?
A I'"msorry. Wat?

Q To your know edge, was the percentage of pay
options underwritten by Countryw de ever above 15 percent on
a full doc basis?

VMR, CALDWELL: Anbi guous.

THE WTNESS: | said | didn't recall and | don't.
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BY MR WYNN:

Q Have you ever seen observational studies while you
were at Countryw de that showed a relationship between a
reduced docunentation and default, the rel ationship being the
| ess documentation you have, the higher amobunt of default?

A Do | recall seeing a study specific to that?

Q Right. 1'll ask it again. Do you recall ever
seeing studies that were put together by people in Credit
Ri sk Managenent, such as John McMurray, that showed a
relationshi p between | ess docunentation and probability of
serious delinquency and default, the relationship being the
| ess docunentation you had, the higher |ikelihood of default?

A | don't recall a specific report to that issue.

121
John produced a variety of reports and score cards that
captured the characteristic of default probability versus
underwriting characteristics. That could have been one of
them but | do recall John nmeking these presentations. |
can't tell you that it was specific to that issue.
BY Ms. DEAN
Q You were generally speaking aware of the credit
risk profile of the loans that Countryw de Bank was hol di ng
for investnent in the 2005 tine period; correct?

MR, CALDWELL: Over broad; anbi guous.
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THE WTNESS: |'maware of the portfolio that they
held. |1 was aware of characteristics about the portfolio.
BY MS. DEAN:

Q Just so we're clear, the characteristics of which
you woul d have been aware, you woul d have been aware that a
certain percentage of them were based on reduced
docunentation; correct? | know you don't know t he percentage
as you sit here today, but in 2005, you were receiving
regul ar reports that woul d have given you that information
is that correct?

A | don't recall. | have a general recollection of
their portfolio and what we thought was the high grade nature
of that portfolio. | really can't tell you that | recal
what the specific underwiting types of the | oans were.

Q What do you recall about the nature of the bank's

122
hel d for investrment portfolio as you sit here today?
A They had a conbi nation of |oans, sone were pay
options, sone of the |oans were hone equity lines of credit.
| think they had sone | evel of hybrid ARMs as well.
Cenerally, a portfolio that was variable interest rate in
nat ure

Q I think you said, and | don't renenber the exact
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words, but | think you said you thought that the portfolio
hel d for investrment was generally speaking of high credit
quality. |Is that the words you used?

A Its performance was very good and it was generally
considered prime quality.

BY MR WYNN:

Q VWhat does "prine quality" nean?

A I think prime would be | oans generally that had a
FI CO score that at that tine was considered to be fine, when
judged, if you were |looking at an overall portfolio, did it
have -- | can't renenber the exact nunbers right now, but I
t hi nk 620 and above woul d be sonething that was consi dered
prime. That nunber varied over tine in terns of what the
mar ket consi dered prine.

Q When you say "prime quality,” what does that nean?
Hi gh quality? Mediumaquality? Low quality?
A Good quality.

Q Good in terns of what?

123
A Its repaynent expectations.
BY MS. DEAN:
Q Was the primary driver of whether a particular |oan

woul d be considered prine versus non-prine the FlICO score of

t he borrower?

SEC_ENF_FCIC_005245



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A It's one of the itens that you would use, | think,
in determning whether a loan is of prime quality.

Q VWhat are the other characteristics?

A Paynment hi story on your previous nortgage woul d
i nfl uence whether a | oan was considered. |1'msure there are
many characteristics. |1'mnot an underwiting expert.

Q There are lots of characteristics of a | oan. Sone

of themare features of the loan programitself and sone
relate to the creditworthiness of the borrower. In
describing a loan as prine quality, would you be | ooking just
at the credit risk characteristics of the borrower or were
there features of the [ oan that could al so be a determ nant
of whether it was prine or non-prine?

A I think the basic was someone trying to sort
t hrough and determ ne whether a | oan was prinme or not, you're
| ooking at the creditworthi ness of the borrower, but there
are other factors that could take a | oan out of the prime
category. The underlying property could be non-prine
property, mxed use property, for exanple, probably woul dn't

be consi dered pri ne.

124
BY MR WYNN:

Q There are several factors aside fromthe credit
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characteristics of the borrower that bear upon the issue of
how a loan will perform is that right?

A That's right.

Q To your know edge, in the conpany's SEC filings,
is that tal king specifically about credit characteristics of
t he borrower or other things as well?

MR CALDVELL: Over broad.

THE WTNESS: |'mnot certain of all of the factors
that go into it, but | would say it heavily weighs to the
credit quality of the borrower.

BY MR WYNN:

Q Those things such as docunentation and | oan product
al so bear upon the issue of howa loan will perform the
likelihood of going into a default or serious delinquency; is
that correct?

MR. CALDWELL: (njection; conpound, over broad,
asked and answer ed.

THE WTNESS: Can you repeat that? | apol ogize.

BY MR, WYNN:

Q Sure. |In addition to the credit characteristics of
a borrower, there are certain things like characteristics of
the | oan program and characteristics such as docunentation

that bear upon the likelihood that a loan will go into

125
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serious delinquency or a default; is that correct?

MR CALDWELL: Sane objection.

THE WTNESS: There are a variety of factors, |
think, as you're suggesting, that play into how | oans will
perform when you' re nodeling what performance of those | oans
coul d be.

BY MR WYNN:

Q Is one of those characteristics docunentation?

MR. CALDWELL: (njection; asked and answered.

THE WTNESS: It's one of the characteristics of
many that are considered.

BY MR WYNN:

Q How about the |oan programitself, |ike a pay
option ARM does that have any bearing upon the |ikelihood of
the |l oan going into a serious delinquency or default?

MR. CALDWELL: Calls for specul ation and inconplete
hypot heti cal ; anmbi guous as to tine.

THE WTNESS: | think it changes over tine, you
know. |If you go back to 2005, a | oan program|ike pay option
is considered different than it is today in ternms of is that
a good product or a non-prine product. That is a change.
woul d ask, you know, specific to a period of tine, how | oans
are considered to perform | think, nodeling and forecasting
of |l oan performance changes as you have nore information

about performance.
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BY MR WYNN:
Q Have you ever had occasion to | ook at Countryw de's

t echni cal manual ?

MR, CALDWELL: I'msorry. | didn't hear you,
counsel
BY MR WYNN:

Q Have you ever | ooked at Countryw de's technica
manual ?

A I think there m ght be many technical manual's at
Countrywide. |'mnot clear as to what you' re asking me
about .

Q To ny know edge, there are three technical manual's

at Countrywi de. There is one for subprine products. There
is one for Governnent products, and there is one for al

ot her products. Have you ever seen the |last one | nentioned,
the one for all other products? Have you ever seen the | ast
one | nentioned, the one for products not being subprine or

Gover nnent ?

A | don't think so; not that | recall.
Q In that manual that | mentioned, there is a chart
that maybe 1'Il show you later in the day, but it just lists

certain loan characteristics and their effect upon likelihood
of default or serious delinquency. Pay optionis |listed as a

product that significantly increases the Iikelihood of
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default or serious delinquency. Wre you aware of that?
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A I'"'mnot aware of that. | don't know what period of
time you're referring to and that technical manual that |
have never seen or | don't think |I've ever seen.

Q Do you know why in the context of how the term
"prinme" is used in Countrywide's SEC filings factors such as
| oan product and docunentati on was not incorporated into what
"prinme" neans?

MR. CALDWELL: (bjection; assunes facts.

THE WTNESS: | don't know.
BY M5. DEAN:
Q M. Kurland, |I'm handing you now what has been

previously marked as Exhibit 195. For the record, it is a
copy of the 10-Q for Countryw de Financial Corporation for
the period ended June 30, 2005. Have you ever seen Exhibit
195 before?

A Pr obabl y.

Q Did you have any role in its preparation?

A Simlar to what | told you about the previous 10.

Q You woul d have been presented with a draft that you
reviewed; is that correct?

A Most |ikely.
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Q And then upon conpl etion of your review, would you
have certified the contents of the docunent?
A | don't know that | would certify it, but | signed

the 10- Gs.
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Q If you take a | ook at page 80 of 81, which is page
76 of the actual original docunent, there's an indication
there that Stanford Kurland signed this particular 10-Q as
presi dent and chief operating officer. |Is that the signature
you're referring to?

A Yes.

Q Di d you have any understanding as to what the
pur pose was of your signing the 10-Q at the tine that you
signed it with respect to the June 2005 10-Q?

A As part of the filing, it required that | sign it.

Q Did you believe that the contents of the docunent
were true and correct as of the date that you signed it?

A Yes.

Q In connection with your review of the 10-Q for the
peri od ended June 30, 2005, did you have any conversations
wi th anyone at Countryw de about whether there should be
additional disclosure with respect to credit risk in the
docunent ?

A | don't recall that.
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Q Di d you have any di scussion with anyone at
Countryw de about whether the percentage of | oans being
originated on a reduced docunentation basis should be
disclosed in the 10-Q for June 30, 2005?

A | don't recall that.

Q Di d you have any conversations with anyone at

129

Count rywi de about whether the percentage of |oans being
originated on the stated incone basis should be disclosed in
the 10-Q for the period ended June 30, 2005?

A | don't recall.

Q Did you have any conversations with anyone at
Count rywi de about whether the percentage of Alt A |oans being
origi nated by Countryw de should be disclosed inits 10-Q for
t he period ended June 30, 20057

A | don't recall.

Q D d you have any conversations with anyone at
Count rywi de about whether the percentage of | oans originated
at a conbined |l oan to value of 95 percent or greater should
be disclosed in the 10-Q for period ended June 30, 20057

A | don't recall.

Q D d you have any di scussions with anyone at

Count rywi de about whether the percentage of | oans originated
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by Countryw de with piggyback second's shoul d be disclosed in
the 10-Q for the period ended June 30, 2005?

A | don't recall.

Q When you say you don't recall, you don't recal
havi ng the conversation or you just don't renenber one way or
t he ot her?

A It's the same thing to ne.

Q The conversation coul d have happened, you just

don't renenber?
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A That's correct.

Q In the context of preparing the 10-Q for the period
ended June 30, 2005, did you have any conversation with
anyone at Countryw de about whether the percentage of | oans
being originated at Countrywide with [ayered risk
characteristics should be disclosed?

A | don't recall.

Q If you turn to page 30 of Exhibit 195, which is
page 34 of 81 if you' re using the nunbering scheme at the top
of the page --

A I"msorry. Wich page again?

Q 34 of 81. The bottomhalf of the page contains a
di scussi on about |oan production, and there are sone

di scl osures here that did not appear in the prior Qs,
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specifically disclosures about the pay option |oans that were
being originated at Countrywide. Did you participate in any
di scussions in connection with the preparation of this
particul ar 10-Q about the disclosures with respect to pay
option ARM | oans contained at the bottom of page 307?

A | don't recall.

Q Coul d you turn to page 39 of the docunment, 43 of 81
at the top of the page? There is a further discussion of the
pay option |oans at Countryw de, and this one has to do with
the held for investnent portfolio at the bank. There's a

table at the bottomof the page that indicates the total

131
val ue of the pay option portfolio, the dollar amount of
accunul at ed negative anortization, and the dollar anmount of
| oans that have accunul ated negative anortization. Did you
have any di scussion with anyone at Countryw de about
including this particular disclosure in the 10-Q for the
peri od ended June 30, 2005?

A | don't renemnber.

Q Do you recall reviewing this particular disclosure?
A Not really.

Q I am now handi ng you what has previously been

mar ked Exhibit 196, a copy of the Form 10-Q for the period
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ended Septenber 30, 2005. Have you ever seen Exhibit 196

bef or e?
A | assune so.
Q Did you have any role in its preparation?
A The sane role | had in the other preparations.

Q You woul d have reviewed it and then signed it after

your review?

A Yes.

Q In connection with the preparation of the 10-Q for

t he period ended Septenber 30, 2005, did you ever have any

di scussion with anyone at Countryw de about whether there

shoul d be additional disclosure with respect to credit risk?

A | don't recall.

Q In connection with the preparation of the Form 10-Q
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for the period ended Septenber 30, 2005, did you have any
di scussi on with anyone at Countryw de about whether the
percentage of | oans originated by Countryw de based on
reduced docunentation should be discl osed?

A | don't recall.

Q In connection with the preparation of the 10-Q for
t he period ended Septenber 30, 2005, did you have any
conversations with anyone at Countryw de about whether the

per cent age of | oans based upon stated incone should be
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di scl osed?

A | don't recall.

Q In connection with the preparation of the 10-Q for
t he period ended Septenber 30, 2005, did you have any
di scussi on with anyone at Countryw de about whether the
percentage of Alt A loans originated at Countryw de shoul d be
di scl osed?

A | don't recall.

Q In connection with the preparation of the Form 10-Q
for the period ended Septenber 30, 2005, did you have any
di scussi on with anyone at Countryw de about whether the
percentage of | oans originated of conbined LTVs of 95 percent
or greater should be discl osed?

A | don't recall.

Q In connection with the preparation of the Form 10-Q

for the period ended Septenber 30, 2005, did you have any

133
di scussion with anyone at Countryw de about whether the
percentage of | oans originated as piggyback second's should
be di scl osed?
A | don't recall.
Q In connection with the preparation of the Form 10-Q

for the period ended Septenber 30, 2005, did you have any
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7 di scussi on with anyone at Countryw de about whether the

8 percentage of | oans being originated at Countryw de with

9 | ayered risk characteristics should be disclosed?
10 A | don't recall.
11 MR. CALDWELL: Before we go to the next one, can we

12 take a short break?

13 MS. DEAN. Sure. Of the record.

14 (A brief recess was taken.)

15 MS. DEAN: Back on the record.

16 BY MS. DEAN:

17 Q M. Kurland, |I'm handing you now what has been

18 previously marked as Exhibit 197, which is a copy of the Form

19 10-Q for the period ended Decenber 31, 2005.

20 MR WYNN:  10- K
21 BY MS. DEAN:
22 Q Sorry, 10-K for the period ended Decenber 31,

2005.

23 Have you ever seen Exhibit 197 before?

24 A Yes.
25 Q Did you have any role in its preparation?

134
1 A As | described earlier to you, there was a process

2 that the company went through in the preparation of the

3 and Ks, whereby the Financial Reporting Goup would draft up
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t he docunment and they woul d go through changes that were made
to the docunment, and | woul d have a chance to peruse and read
t he docunent in that context.

Q Did you al so sign the 10-K for year end Decenber
31, 2005?

A Yes.

Q At the tine that you signed it, did you believe
that the docunment was true and correct?

A Yes.

Q In connection with the preparation of the Form 10-K
for the period ended Decenber 31, 2005, did you ever have any
di scussi ons with anyone at Countryw de about whether there
shoul d be additional disclosure with respect to credit risk?

A | don't recall.

Q In connection with the preparation of the Form 10-K
for the period ended Decenber 31, 2005, did you ever have any
di scussion with anyone at Countryw de about whether there
shoul d be additional disclosure with respect to the
percentage of | oans being originated based on reduced
docunent at i on?

A | don't recall.

Q In connection with the preparation of the Form 10-K
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for the period ended Decenber 31, 2005, did you ever have any
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di scussi on with anyone at Countryw de about whether there
shoul d be additional disclosure with respect to the
percent age of | oans being originated based on stated i ncome?

A | don't recall.

Q In connection with the preparation of the Form 10-K
for the period ended Decenber 31, 2005, did you ever have any
di scussi on with anyone at Countryw de about whether there
shoul d be additional disclosure about the percentage of Alt A
| oans being originated by the conpany?

A | don't recall.

Q In connection with the preparation of the Form 10-K
for the period ended Decenber 31, 2005, did you ever have any
di scussi on with anyone at Countryw de about whether the
percentage of | oans being originated at conbined | oans to
val ue of 95 percent or greater should be discl osed?

A | don't recall.

Q In connection with the preparation of the Form 10-K
for the period ended Decenber 31, 2005, did you ever have any
di scussion with anyone at Countryw de about whether there
shoul d be additional disclosure about the percentage of | oans
being originated with piggyback second' s?

A | don't recall.

Q In connection with the preparation of the Form 10-K

for the period ended Decenber 31, 2005, did you ever have any
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di scussi on with anyone at Countryw de about whether there
shoul d be additional disclosure about the percentage of | oans
bei ng originated by the conpany with [ayered ri sk
characteristics?

A | don't recall.

Q If you turn to page two of Exhibit 197, which is
actually page 6 of 225 --

A VWhat page?

Q 6 of 225 on the top. There is a discussion here of
| oan production and there's a breakdown just below the first
par agraph of types of loans. Do you see that?

A Yes.

Q There are four basic loan types identified here,
prime, prime home equity, non-prime and commercial rea
estate. Did you have any role in drafting this section of

t he Form 10- K?

A | don't believe so.
Q If I were | ooking to discover the percentage of
| oans that Countryw de nade based upon -- strike that. If |

were | ooking to see the percentage of |oans that Countryw de
originated that were Alt A do you know which of these four
categories that would fall in for purposes of this Form 10-K?
A | believe it would be in the prine Ioan.
Q VWhat is that belief based upon?

A Al't A loans were | oans that were considered prine
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nortgages. That's what | recall

Q If you | ook at page 12 of Exhibit 197, there is a
tabl e here that breaks out some statistics for the owned
servicing portfolio at periods ending from Decenber 31, 2001
t hrough 2005. Did you have occasion to review this page in
connection with your review of the 10-K for the period ended
Decenber 31, 2005?

A The entire docunment was presented, and this is
i ncluded in there.

Q You woul d have read it?

A It would have been part of that process that |
descri bed earlier.

Q The process you descri bed was one wherein the SEC
reporting group woul d present the docunment and point out any
changes. Was it your practice only to review those portions
of the docunent that had changes or did you reviewthe
entirety of the docunent?

A You know, typically I would flip through the
docunent and obviously pay attention to those areas that |
was being directed to. | don't recall whether | specifically
stopped on this page to evaluate anything in particular, but

it was part of the full docunment that was presented.
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Q One of the statistics that's presented here is the
percent age of delinquent nortgage loans. It's actually

presented two different ways, both by type of loan and al so

138
by duration of the delinquency, so part of the table says
del i nquent nortgage | oans at 30, 60, or 90 days or nore, and
bel ow that is delinquent |oans, and then it's conventi onal
non-prinme, prinme honme equity and Governnent. Do you see
t hose?

A Yes, | do.

Q Were you aware of the delinquency trend in the non-
prime nortgages at Countryw de at year end 2005?

A Yes.

Q Was Countryw de taking any steps to address the
increase in delinquencies in the non-prinme portfolio that's
identified here on page eight of Exhibit 197?

A By "steps," we had a Servicing D vision that had
collection activities.

Q Was there any discussion about contracting
underwiting guidelines in the subprinme area as a way of
addressing the increase in delinquencies that Countryw de was
observing at year end 20057

A | don't recall.

Q At the bottom of this page, page eight, there is a
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table that identifies geographic concentrations of |oans
originated by Countrywide, and it |ooks |ike 30 percent of
Countrywi de's originations or actually 30 percent of the
servicing portfolio at year end, Decenber 31, 2005, was

located in California. Do you see that?

139
A Yes.
Q Do you recall any discussions internally at
Count rywi de about the need to be nore geographically diverse

with respect to the loans in the servicing portfolio at year

end 20057
A | don't recall that.
Q Did you have any role in setting the all owance for

| oan | osses at year end 2005?

A | don't believe so.
BY MR, WYNN:
Q Did you attend neetings where | oan | osses for 2005

wer e di scussed?
A | don't recall if | participated in neetings on
| oan | oss reserves.
BY MS. DEAN:
Q Woul d you turn to page 45 of 225? |It's page 41 of

t he docunent. Under the heading "Loan Production," there are
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some disclosures here with respect to the pay option
portfolio, and there's a new disclosure that didn't appear in
any of the prior Q which describes the initial loan quality
of the pay option loan portfolio. It's the |ast sentence on
page 41. Do you know how that disclosure cane to be added to
t he 10-K?

A No. | should say | don't recall what the

ci rcumst ances were.

140

Q You don't renenber having any di scussions about it
one way or the other?

A Ri ght .

Q The di sclosure here indicates that the average
original FICO scores in the portfolio are 720 and t he average
original loan to value and conbined |oan to value are 75
percent and 78 percent, respectively. Do you know if those
statistics relate specifically to the bank's pay options held
for investnent portfolio or are those origination statistics?

A I'"mnot certain what it's representing.

Q If you turn to pages 60 and 61 of 225, this is a
di scussi on of the bank's held for portfolio investnent --
held for investnment portfolio -- sorry. There is sone
di scl osure here with respect to the pay option portfolio held

for investnent at the bank. Specifically, what | wanted to

SEC_ENF_FCIC_005264



16

17

18

19

20

21

22

23

24

25

10

11

12

ask you about is the table that is on page 61. It is page 57
of the docunent and page 61 of 225. There's a line that's
been -- there's actually three lines that have been added to
this table that did not appear in the prior Q It is the
last three lines of the table. One is original conbined | oan
to value. The other is -- | take it back. There's four
lines here that are new Oiginal |oan to value, origina
combi ned | oan to val ue, average original FICO score, and

del i nquencies. Do you see those?

A Yes.
141

Q Did you participate in any discussion about the
i nclusion of these additional itens of disclosure with
respect to the pay option portfolio at year end 20057

A | don't recall specific neetings or discussions on
this.

Q If you | ook at the delinquency line, it |ooks |ike

at year end 2004, the delinquency percentage was .08 percent,
and at year end 2005, Countryw de was reporting a delinquency
percentage of .22 percent. Wuld that increase in
del i nquenci es have been significant at year end 20057

A The | evel of delinquency woul d not have been

consi dered significant.
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Q Right, I knowit's lowin actual termns, but would
the fact that the trend was going from.08 to .22, would that
have been consi dered significant?

A | don't think so.

Q On a pay option loan, to the extent a borrower is
maki ng | ess than the interest only paynment, such that
princi pal and interest are accruing to the |oan, was
Count rywi de recording the uncollected interest as incone?

A Yes.

Q That woul d have shown up in capitalized interest on
the statement of cash flows?

A I'"mnot sure what the line itemis.

Q Regardl ess of what it was called, you do know t hat

142

they were actually accruing the uncollected interest;

correct?

A Yes.

Q Once a |l oan went into non-accrual status, did
Countrywide -- was it Countryw de's accounting policy to

reverse the interest that it had previously accrued?

A I don't know the specific accounting policy.

Q Let's switch subjects a little bit. | wanted to
tal k about your departure from Countrywide. Prior to March

of 2006, had it been your expectation that you were
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eventual |y going to take over the position of chief executive
of ficer at Countryw de?

A Yes.

Q At sone point, did that expectation change?

A Yes.

Q Wiy did that expectation change?

A Are you asking about a specific point in time?

Q I"mjust trying to get a general foundation here.
At sone point you became aware you were not going to becone
CEQ correct?

A Correct.

Q What is your understandi ng of why that change cane
about ?

MR. CALDWELL: Calls for specul ation.

M5. DEAN: | asked for his understanding.

143
THE WTNESS: There was a falling out or
di sagreenent that | had with Angelo Mozilo that resulted in,
you know, considerable disruption in our relationship, our
working relationship. It becane evident at some point in
time that it was a terrible situation and you know,
ultimately it resulted in ny |eaving.

BY M5. DEAN
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Q What was the falling out about?

A From ny perspective, that | was asked to present a
breakdown of duties or activities after the change, after the
successi on, what Angelo Mdzilo would do in his ongoing role
as chairman or whatever the role that was bei ng consi dered,
and the activities of the CEO. | comrunicated that to him
and at sone point in time after receiving that conmunication,
he becane -- he was very angry about ny concepts for his
role.

Q Let me show you what has been marked as Exhi bit
841.

(SEC Exhibit No. 841 was narked for
identification.)
BY MS. DEAN

Q For the record, this is a nultiple page e-nail
Bat es stanped CFC2007A81458 through 512. The e-mail at the
top of the first page is actually an e-mail from Stan Kurl and

to Chris Caldwell, but it forwards an e-mail that you wote
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to M. Mzilo on Novenber 26, 2005. It is not ny intention
to inquire as your comrunication with your counsel, with M.
Caldwell. | just want to focus on the portion of the e-nmai

bel ow that, which is the e-mail that you wote to M.
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2

Is this the --

MR CALDWELL: | know there was a di scussion
yest erday concerning the very top portion of this first page,
and we reached an agreenent that |'mgoing to let you
question the wi tness about the portion of the docunent other
than the very top, which we believe is an attorney/client
conmuni cation, with the understanding that allow ng the
docunent to be nmarked and the questioning on the other
portion of the docunent will not -- that the SEC will not
take the position that allowi ng that question is a waiver of
the attorney/client privilege by M. Kurland with respect to
this docunent or any other docunent.

M5. DEAN. That's fine. That is our agreenent,
although I would say that's slightly broader. W are not
going to take the position that sinply by virtue of the fact
that we have the forward from M. Kurland to you that that
sormehow i s a waiver of any further comrunications the two of
you may have had with respect to this particul ar docunent.
To the extent that we have other e-mmils where the sane
situation applies, where it is sinply a forward from M.

Kurland to yourself, the SECis not going to take the
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position that our possession of those docunents somehow

wai ves the privilege with respect to any comuni cations the
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two of you may have about the documents.

MR. CALDWELL: Thank you. Just so the record is
clear on this, we didn't produce the docunent. You got it
from | presune, Countryw de, based on the Bates |abeling.
It is our position, ny position as M. Kurland' s counsel,

t hat Countryw de doesn't have the ability or authority to
wai ve that privilege on M. Kurland' s behalf, but | know
that's not an issue either. | just want to nmake the record
cl ear.

MS. DEAN: Again, just for the record, we're not
taking a position with respect to that and we're not taking a
position with respect to that for purposes of this particular
proceedi ng, since we have agreed we will just question him
about the portion of the docunent that was the original
docunent between hinself and M. Mozilo.

BY M5. DEAN

Q Wth that all out of the way, M. Kurland, is
Exhi bit 841, at |east the portion of it fromyourself to M.
Mozil o dated Novenber 26, 2005, the docunment that you
referenced in your prior answer where you said you provided
himwi th your thoughts about the transition?

A Yes.

Q Was there sonething specific about your ideas about
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the transition that M. Mzilo objected to?

MR, CALDWELL: Calls for specul ation

M5. DEAN:  |'m asking what M. Mozilo told him

THE WTNESS: One objection that he had had to do
with his role in conmunicating to investors or to the public
post his retirement as CEO | wanted to control that, and he
found that to be insulting.

BY MS. DEAN:

Q If you turn to page three of this document, the one
that ends in Bates stanp 510, there's a section there headed
"The Role of the Non-Executive Chairman." At the point in
time that you drafted this particular e-mail, was the idea
that M. Mzilo wuld stay on as a chairman of the Board --
that he woul d be the non-executive chairmn?

A Yes.

Q This discussion in the docunent is actually your
t hought s about what M. Mzilo's continuing role in the

company shoul d be?

A Yes.
Q If you | ook at the paragraph inmedi ately bel ow t he
bull et points, the one that starts "It is essential," you

wrote that you thought that at the point of transition, al
responsibility and authority for directing and comuni cating
the positions and activities of the conpany shoul d be ceded

to your control. Do you see that?
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A Yes.
Q Is that the provision that you said M. Mzilo
found insulting?
A Yes.
Q Was there anything el se about your proposal wth
respect to the transition that M. Mzilo told you he

obj ected to?

A G ve nme a second to ook through this, and naybe it
will trigger recall. There's a discussion here about ongoing
of fice space and use of conpany resources. You know, | neant

to clarify that he should have an ongoing office and space,
and he construed this that | was trying to take control and
throw himout of the office, when it was in fact the Board
nenbers that were coming to nme and asking do you want hi m out
of the building type of questioning. | wanted to nake it
clear that he would have these resources, but if it was a
concern to the Board, that he might otherw se be influencing
enpl oyees in a way that wasn't allowing ne to control the
operations, that | would have the ability to make changes in
the future. That was ny intent, to resolve this in a back
and forth that was taking place with the Board nenbers,
creating an issue over his office space.

Q Were there specific Board nenbers who had
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approached you on that subject?

A Yes, there were. | don't knowif I'mgoing to get

148
it conpletely accurate, but there were Board nenbers that
approached nme on it and they were making an issue of it, and
| conmunicated that to him and in drafting this, | was
trying to nake certain that he understood that | didn't want
himto | eave the space, but it was msconstrued by him and
that was one of the itens of irritation in this
conmuni cat i on.

Q Do you renenber who the Board nenbers were who
approached you about his continuing use of Countryw de
resources and office space?

A I can give you the recall to the best of ny
ability. You know, | believe it was raised to nme by M ke
Dougherty, by Bob Donato, and Harl ey Snyder.

Q Was there anything else in this docunent that M.
Mozil o objected to?

MR, CALDWELL: That he told him he objected to?

MS. DEAN. Right.

THE WTNESS: G ve nme a second. A minor issue over
the timng of the announcenent. | don't think that was an
overwhel m ng issue but | think he wanted to postpone the

announcenent. At the point that | distributed this to him
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there wasn't any objection to the fact that | wanted to nake
some organi zati onal changes. | think that becane the subject
of additional issues |ater on.

BY MS. DEAN:

149

Q Let me ask you about the organi zational change that
you proposed on the page that ends in Bates stanp numnber
4511. You suggest that certain officers would report
directly to you as CEO. How was that different than the
exi sting organi zational structure? Wre the persons
identified by bullet points on page 4511 not currently
reporting to the CEO in the Novenber 2005 tinme period?

A I think that they were.

Q Let me ask it slightly differently. In Novenber of
2005, you were president and COO. Wre any of those officers
reporting to you in your capacity as president and COO in
Novenber 20057

A | believe so.

Q The change here woul d have been they woul d have
continued to report to you as CEO rather than reporting to
t he president and COO?

A Yes.

Q Whul d that have been true for everyone who is
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identified there or were there sone exceptions to that?

A I think what is significant about the
organi zational structure is that | was not suggesting that in
nmy being CEO that | would have a structure simlar to what he
had, which was ne reporting to himand then Dave Sanbol
having all of these activities report to him | think that's

the significance of what |'m conmunicati ng.

150
Q Wul d you say prior to sending this e-mail that the

way the organizational structure worked at Countrywide is
that the officers identified on page 4511 reported to you as

chi ef operating officer and then you in turn reported to M.

Mozi |l 0?
A I think with perhaps the exception that the chief
| egal officer, | believe, may have reported directly, that it

switched over tinme, but that was kind of the basic structure.
Q Woul d you characterize your role in Novenber of
2005 as a filter between M. Mzilo and the operating
di vi sions of the conpany?
A No.
Q Did M. Mzilo play an active role with respect to
deci sion making in the various divisions of the conpany prior
to your Novenber 2005 e-nmail ?

VMR. CALDWELL: (nbjection; anbi guous and over broad.
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THE WTNESS: Did he play an active role in the
conpany's activities. Wen we start getting into the depth
of the operational issues, he wasn't, you know, active in the
sense or the way that | participated. He had general
oversight. He had access to all of the executives of the
conmpany, and he participated, but not -- obviously, you know,
it's a huge conpany. He wasn't directing the areas of

Fi nance or Secondary Marketing or R sk Managenment at detail ed

| evel s.
151
BY M5. DEAN
Q |'ve handed you know what has been narked as
Exhi bit 842.
(SEC Exhibit No. 842 was narked for
i dentification.)
BY M5. DEAN:

Q This is a nultiple page e-nail string, Bates
st anped CFC2007A814513 through 514. The e-mmil at the top of
the first page is again from Stan Kurland to Chris Cal dwel |,
but | want to focus specifically on the portion of the e-mil
bel ow that, which is an e-nail from Angel o Mdzilo to yourself
dat ed Novenber 21, 2005.

MR. CALDWELL: Counsel, | don't want to repeat it
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each time. | understand we have the sane agreenent with
respect to all these docunents.
M5. DEAN.  We do.
MR. CALDVELL: Thank you.
BY Ms. DEAN
Q Did you receive M. Mzilo's Novenber 21, 2005 e-
mai | that has now been nmarked as Exhibit 842?
A | believe that | did.
(Wtness conferring with counsel.)
BY Ms. DEAN
Q Just so the record is clear, you just had a

consultation with your counsel. Again, | don't want to
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i nqui re about the nature of your conmunications with your
counsel, but do you have a belief that M. Mzilo's e-mail to
you, which has been marked as 842, was in response to a
di scussi on you nmay have had with himabout his public
appear ances on behal f of Countryw de during the transition
process to your becom ng CEO?

A | remenber receiving a neno that contained
information like this as a result of this neno.

Q You recall receiving an e-mail or a neno from M.
Mozil o that contained informati on about his speaking

engagenents and you recall receiving that in response to your
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e-mai | which has been marked as Exhibit 841; is that right?

A Yes, but I'mnot certain that this is that neno.

Q In fact, M. Muzilo' s e-mail appears to pre-date
your e-mail to him correct?

A Yes.

Q You do recall receiving an e-nmmil that contained
information along the lines of what's in 841, which is just
hi s speaki ng schedul e for 2006; is that right?

A Yes.

Q Did M. Mzilo have any other initial response to
your Novenber 26, 2005 e-mail?

A |"msorry.

Q At sone point, M. Mzilo conmunicated to you that

he was unhappy with your --

153
A Was that your question? M mnd faded. |
apol ogi ze.
Q It gets late. Let's try again. At sonme point, M.

Mozil o comruni cated to you that he was unhappy with sone of
the items nentioned in your Novenber 26, 2005 e-mmil, and you
have identified what the concerns were. Did he comunicate
that to you in witing or was that in person?

A He definitely comrunicated it to ne in person. |
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don't know -- | don't recall whether | received anything in
writing.
Q Let me ask you this, if you | ook back at Exhibit
841, the "Re" line on your e-nmail to M. Mzilo is
"Transition Thoughts - Modified."
A Yes.
Q Did you send a prior version of your transition
thoughts to M. Mozilo before this particular e-mail?
A | believe so.
Q Let's mark this as Exhibit 843.
(SEC Exhibit No. 843 was narked for
identification.)
BY MS. DEAN:
Q M. Kurland, |'m handing you now what has been
mar ked Exhibit 843. For the record, this is Bates stanped
CFC2007B789666 through 671. Wthout getting too nmuch into

detail about this particular e-mail, if you look at M.
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Mozilo's e-mail to you on the first page, the very first line
is "Prior to your nmenmo of Novenber 20," do you think that
your first transition thoughts' e-mail to M. Mzilo was
actual |y dated Novenber 20 as opposed to Novenber 267
A | do. | think there was a neno and a sit down, and

there was sone slight revisions to that based on our
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di scussi ons.

Q On November 20, did you have actually a face to
face neeting with M. Mzil o?

A | did. | don't knowif it was Novenber 20. | did
have a face to face.

Q Was it in any case before you sent out the e-nmi
that the "Re" line is "Transition Thoughts - Modified?"

A | believe so.

Q You think you wote himan e-mail on Novenber 20,
and then at sone point either between the 20th and the 26th,
you had a face to face neeting with him is that right?

A Yes.

Q VWhat prompted you to send a revised version of your
transition thoughts on Noverber 267

A It was likely the result of our dial ogue, you know,
in the neeting, and there nmay have been sone changes t hat
were nmade to it.

Q In the neeting that you would have had with him

after sending out the first e-mail, did he express

155
unhappi ness with your ideas with respect to the transition?
A | medi ately after?

Q I"mjust trying to get at why you sent a second e-
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A You know, | recall, and | don't have a great
recoll ection of all this, but we had a neeting or had a
di al ogue around what were ny thoughts, which were very cl ose
to the e-nail on the 26th, that | nade sone nodifications to
it as a result of the nmeeting and sent that to him

Q Did M. Mzilo express unhappiness to you in the
neeting that you had with respect to your plans for the
transition?

MR, CALDWELL: You're talking about the first
neeti ng?

M5. DEAN:  Yes.

THE W TNESS: No.

BY MS. DEAN

Q He did not express disagreement with you until you
sent around the neno dated Novenber 26th; is that right?

A It was after that and not imediately after.

Q If you focus on Exhibit 843, which is the one |
just handed you, the e-nail fromM. Mzilo to yourself dated
March 4, 2006, on which M chael Dougherty is also copied, was
this the first tine that M. Mzilo told you that he was not

happy with your plans about the transition or had that
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happened prior to March 2006?
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A I need a second to review

Q Sur e.

MR, CALDWELL: Do you renenber the question?
BY Ms. DEAN

Q The question pending was just with respect to
Exhi bit 843, was M. Mdzilo's March 4, 2006 e-mail to you the
first time he expressed his unhappi ness with your Novenber
20th e-mail ?

A No.

Q At sone tinme between Novenber 26, 2005 and March 4,
2006, M. Mdzilo told you that he was unhappy with your plans
for the transition; is that correct?

A Yes.

Q Do you know when that was?

A | don't know the specific date, but the
relationship was chilling very quickly, you know, by the
first part of Decenmber. There were already issues that were
devel opi ng and the Board was getting involved as kind of the
meno i ndi cat es.

Q Did you and M. Mdzilo have an argunent about your
pl ans for the transaction?

A I wouldn't characterize it as an argunent. |
presented what | thought was necessary. He becane

ultimately, you know, indignant about it. You know,
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posturing with others as it got back to ne to reverse the
succession, and that was in very early 2006.

Q You said it got back to you that he wanted to
revi se the succession. Wo told you that?

A | wouldn't say it was exactly the word "revised,"
but you know, he was angry, irritated. |t got back to ne
that he didn't understand why | would position the succession
as | did, and | heard back from Sanbol and from Sandy
Sanuel s, you know, feedback about this, and he was verbally
maybe before this nenp expressing his anger.

Q One of the things he says in his March 4th e-mail,
he nmakes reference to a letter from M chael Dougherty
informng you that the transition matter was now in the hands
of the Board. That's in the second paragraph of his e-mail.

A Yes.

Q Do you know when M. Dougherty -- first of all, did
you get such a letter from M. Dougherty?

A There was a note that cane from Dougherty. | don't
know if it was directly from Dougherty or the Board, that
they basically laid out that the activities of the CEO would
be, you know, basically as nornally structured. It was a
very brief note that basically took out the issue of debate
as to what ny role would be and what Angelo's role would be.
As | recall, it was in the transition because | renenber the

argunent is over the CEO s role.
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Q Did that letter indicate to you there was going to
be any change with respect to your succeeding M. Mzilo? In
ot her words, was it conmunicated to you that the Board was
consi dering not having you succeed M. Mozil o?

A | don't believe so.

Q M. Mzilo's e-nmail to you is actually in response
to one that you wote to himon March 4, 1006 that's
cont ai ned on the second page of this docunent. You forwarded
to himan e-mail that you had sent to Dave Sanbol and Carl os
Garcia with respect to sonme organi zati onal changes you wanted
to nake. Let's start with the e-nmail that you wote to M.
Sanbol and M. Garcia, which is at the bottom of the second
page here.

A Yes.

Q When you wote to the two of themwi th respect to
your thoughts about organi zational changes, were you
anticipating that they woul d have objections to your
organi zati onal changes?

A | believed they would have input.

Q Let me ask it a different way. Did you expect your
suggestions were going to be controversial with the two of

t henf
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A | had anticipated that we woul d have an exchange.
| was trying to express the organi zation and the structure

that | was going to oversee, and there was peopl e nmaking

159
their own variations of that, what they thought the
organi zation would be like after the succession, and this was
a clarifying neno for discussion. | expected there to be a
back and forth on it.

Q "' mgoing to mark anot her docunent just because
think it's easier to read. |'m handi ng you now what has been
mar ked as Exhibit 844, which is Bates stanped CFC2007B789661
t hr ough 665.

(SEC Exhibit No. 844 was narked for
i dentification.)
BY M5. DEAN

Q I will represent to you that this is basically the
text of the e-mail that's attached to Exhibit 843. |It's just
mssing M. Mzilo's response to you. The chain in this
particul ar one starts with an e-mail fromyou to Angelo
Mozil o dated March 4, 2006 forwarding an e-nail that you had

witten to Dave Sanbol and Carlos Garcia about organi zationa

changes.
A Yes.
Q If you turn to your e-mail to M. Sanbol and M.
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Garcia on the second page, the one that ends in Bates stanp
662, in the first full paragraph on that page, the one that
starts "As we approach,” you wote to the two of themthat
you were attenpting to provide appropriate segregation of

duti es necessary to engender focus and discipline, but that

160
do not stifle collaboration and communication. Was the
organi zati onal structure that you were suggesting to them
here significantly different than the previ ous organizati onal
structure at Countryw de?

A By the way, the formatting on this is not -- it's
not formatting the way it's coming out in print. | think
there are changes fromthe existing organi zation

Q If you turn to the page that ends in Bates stanp
nunber 663, the second full paragraph there, the one that
starts "Waile these definitions,” you wite that the
definitions of officer roles and responsibilities that you' ve
i ncorporated in this docunent do not represent a drastic
departure fromthe definitions Countrywi de was currently
usi ng, but they do inply an organi zational nodel that differs
significantly fromour current set up. | guess | just want
to know how is the nodel significantly different than the

exi sting Countryw de set up?
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A "' m having trouble identifying what the subtle
differences are in the nmeno.

Q Let me draw your attention to the |ast page of the
docunent. In the second to |ast paragraph, you wote that
you believed that the benefits of the clearly delineated

organi zati on outwei gh any individual anbitions or concerns

over power, influence and control. Wy did you wite that?
A | think that the primary issue, for exanple, Dave
161

Sanmbol had with this organizational structure, was that he
wanted all of these things to report to him Basically, for
himto do the primary report. His viewor the viewthat I'm
responding to is that this isn't because I'mtrying to be
controlling, it's because | believe this is the correct
structure of a conpany to have a proper influence over the
conpany.

Q The primary difference between the organi zationa
structure you were proposing and the existing organizati onal
structure woul d have been that certain of the divisions would
no | onger have reported to the chief operating officer, they
woul d have reported directly to the chief executive officer;
is that right?

A Yes, | think that's pretty close. | think there

are sone other subtle changes as well, in terns of what
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Carlos' role was going to be, but the primary, | think, point
of difference of opinion had to do with how Dave Sanbol woul d
report.

Q VWhat was your opinion of Dave Sanmbol's ability to
take over the responsibilities of chief operating officer in
the transition?

A I viewed him as being very capable, but the conpany
needed an organi zati on where the CEO mmintai ned segnentation
anongst the executives, particularly | wanted ri sk rmanagenent

initiatives and hedgi ng and secondary marketing activities to
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stay out of direct line with production.
Q Wiy did you want to nmake that change?
A | thought that was an inportant part of an
organi zati onal structure for the conpany that had grown. It

wasn't so much a change as rmai ntaining very nuch the type of
segregation that we had where | had kind of risk managenent
and secondary marketing activities reporting outside of the
chain of the people who were running production, and | was
trying to maintain that as an inportant discipline. You
know, | didn't feel that the chief operations officer or
operating officer had to oversee the financial operations of

the conpany or Legal, for that nmatter. That was kind of the
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maj or distinction, | expected the chief operating officer to
deal with those things that were primarily the operational
activities of the conpany, |oan production, |oan servicing,
you know, hunan resources, the day to day operational nuts
and bolts of the conpany.

Q Had you previously suggested reorgani zing the
conmpany al ong those lines to M. Mzil 0?

A The conpany had these segnentations as we were
operating, and the purpose of this nenpo was to begin the
process of everyone understandi ng what the organi zati on woul d
| ook like after the succession. This was being discussed
with primarily Dave Sanbol and Carlos Garcia, you know, at

odds over where the bank would report in the chain of

163
command. | was putting this together as a di scussion
docunent primarily with themand then to go over with Angelo.

Q My question was slightly different. | nmeant prior
to the transition, Finance, for exanple, was reporting to

you; isn't that right?

A Yes.
Q It was your belief, at |least as of the date that
you wote this March 2006 e-nail, that it nade sense to have

Fi nance actually report to the CEO as opposed to the COO

Was that a suggestion that you had ever made to M. Mdzilo
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during the tine period when you were COO?

A No.

Q Why not ?

A The company had evol ved over a long period of time
and there were areas of disciplines that | had both the
energy and interest to provide oversight to, and they were
not -- Finance wouldn't be an area that Angelo Mzilo was
skilled to oversee.

Q | wanted to focus on your e-nmail to M. Mzil o,
which is the first page of Exhibit 844. You forwarded an e-
mai | that you had sent to Dave Sanbol and Carlos Garcia to
M. Mozilo and you said you were doing so in preparation for
di scussions that M. Muzilo was planning to have with M.
Sanbol and M. Garcia about organizational structure. At

some point, did you becone aware that M. Mzilo was having a

164
neeting with M. Sambol and M. Garcia to tal k about the
organi zati onal structure at Countryw de?

A Yes.

Q How di d you becone aware of that?

A He went to head of ny staff and commandeered the
draft of the organizational devel opnment nmeno that | had been

wor ki ng on. Cbviously, my staff -- my chief of staff
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reported it to nme. You know, it was ny work product that
hadn't been conpleted. | found out there was this neeting
t hat was goi ng on.

Q You wite to M. Mzilo that you believe the
personal dynam cs between the two of you were a tragedy in
March of 2006. Were the two of you -- in what way were the
personal dynam cs between the two of you a tragedy at that
poi nt ?

A Wel I, he was basically angry and basically | had
gone through several attenpts to clarify and apol ogi ze and
convince himthat | didn't nean anything di srespectful about
the earlier neno, and it was inpossible to restore the
relati onship. You know, it was a very icy, non-conmunicative
relationship that, you know, was evident to ne and he nmde
clear to the other senior people in the conpany.

Q The last line of your e-mail to M. Mzilo says
that you wanted to begin a dialogue to resolve your status in

a fair and graceful nmanner. WAs it your intention to resign

165
in March of 20067
A It wasn't my intention to resign, but | wanted to
work through either an exit or to clarify -- bring an end to

the kind of rift that existed in the conpany because

basically people weren't paying attention to their duties in
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t he conpany and noving forward. They were watching the fight
and getting involved init, and it was very disruptive.
Q Utimately, did you in fact resign or were you

t erm nat ed?

A | was terninated.

Q When did that happen?

A I n Septenber of 2006.

Q VWho told you that you were terni nated?

A | received a letter. | believe it was fromthe
Boar d.

Q Just turning back quickly to Exhibit 843, | wanted
to ask you about M. Myzilo's e-mail to you, the one dated
March 4, 2006. He responds to your e-mmil that we just
tal ked about, in which you say that you want to try to
resol ve the i ssues between the two of you. | wanted to ask
you a couple of things. Again, we have tal ked about the fact
that there was this Novenber 20th e-nmmil.

A Yes.

Q In the mddle part of this paragraph, he wites

"Even t hough you followed up with a nore conciliatory neno

166
subsequent to November 20th," to your know edge, is he

referring to the Novenber 26th e-mail that has been marked as
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Exhi bit 8417?

MR CALDWELL: Calls for specul ation.

THE WTNESS: | believe that there was -- | don't
know if it's the 26th e-mail or not -- there was a re-draft
of that initial nmeno that was provided, some additional
t hought s about his retirenent and the events that would
surround his retirement, and it was trying to be nore
conciliatory.

BY MS. DEAN

Q But you don't know if that was the Novenber 26th e-
mail? Do you think it was a different document or the sane
docunent ?

A Well, | think there's another docunent that |ays
out the transition and sone activities that we woul d have
around his retirenent.

Q Ckay. Another thing | wanted to ask you about on
this docunment, M. Mzilo gives a reason for neeting with M.
Garcia and M. Sanbol. Specifically, he says they are having
serious difficulty in their interrelationships because of
probl ens emanating fromthe desire to weave a mgjor part of
CHL's operations under the bank. That is the third full
paragraph in his e-mail. Wat were these issues that M.

Garcia and M. Sanbol were having with respect to the noving

167
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of CHL's operations under the bank?

A Under the organization we had, as | recall,
basically the nortgage production initiative that fell under
Dave Sanbol. W had the banking initiative where the bank
reported up to Carlos Garcia. | wanted to keep the bank
portfolio segnented fromthe production operations, so there
was some di sagreenments over how that would be

coor di nat ed/ or gani zed.

Q One | ast question about this document. At the
bottomof the first page, M. Mzilo wites "I'mvery
sensitive to the challenges we are facing this year." Do you

know what chal |l enges he was referring to there?

MR. CALDWELL: Calls for specul ation.

THE WTNESS: | believe that we had nany interest
rate increases, increases to interest rates, that you would
anticipate to result in a reduction in nortgage volunme. You
know, that's what | would speculate that coment relates to.

BY Ms. DEAN

Q In an environment where interest rates were rising,

woul d that inpact |oan originations?

A Yes.
Q It would inpact them negatively?
A Yes.

MR. CALDWELL: Can we go off the record for a

m nut e?
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M5. DEAN. Sure. Of the record
(A brief recess was taken.)
MS. DEAN. Back on the record.
BY Ms. DEAN
Q M. Kurland, |I'm handi ng you what has been marked
as Exhi bit 845.
(SEC Exhibit No. 845 was narked for
i dentification.)
BY M5. DEAN
Q For the record, Exhibit 845 is a nultiple page e-
nmai |, Bates stanped CFC2007B789672 through 678. Again, the
first e-nail at the top of the first page is from Stan
Kurland to Chris Caldwell. | don't want to ask you any
questi ons about your communications with M. Caldwell. | did
want to ask about the substance of your forwarded e-mails to
Angel o Mbzilo and M chael Dougherty that's dated March 5,
2006. My first question is did you wite that e-mail, the

March 5th e-nmil that's on the first page of Exhibit 845?

A | believe so.
Q In the second full paragraph there, there is a
reference to the departure of M. Krsnich. 1It's the first

sentence of the second paragraph
A Yes.

Q First, what was M. Krsnich's job title?
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A He was either the chief investnent officer or head

169
of Secondary. | don't renenber the exact title at the
nmonent .

Q Do you know why M. Krsnich left?

MR, CALDWELL: Calls for specul ation.

THE WTNESS: The primary, | think, difference that
he had was with Dave Sanbol. They didn't get along. | think
that as he saw the conpany in the future, that Dave woul d
have nore authority. You know, that's why | feel that he
didn't want to stay with the conpany.

BY Ms. DEAN

Q To your know edge, was his di sagreenent with M.
Sanbol based on an interpersonal conflict or did he have a
di sagreenent about M. Sanbol's business strategy with
respect to Countryw de?

A They didn't get along personally. You know, |
think there was a | ack of respect in both directions.

Q Did they actually disagree with respect to issues
related to M. Krsnich's job in Secondary Marketing or as
chief investnent officer?

A They had, you know, several issues, blow up's, in

probably the | ast couple of years. They didn't get al ong.
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Q Were the issues that they had specific to any
particul ar issue at Countryw de?
A You know, it was conpany related. They didn't

have, that | know of, a personal relationship.

170

Q Did M. Krsnich ever express to you the belief that
M. Sanmbol was too aggressive with respect to expandi ng
underwriting guidelines at Countryw de?

A | believe that he did.

Q Did you have an opini on about whether or not M.
Sanbol was too aggressive in that regard?

A I viewed himas being aggressive, but | viewed the
organi zation as it was structured and as | proposed it to be
structured to properly constrain him

Q M. Kurland, |I'm handing you what has been marked
as Exhibit 846, which for the record is a multiple page e-
mai |l string, Bates stanmped CFC2007B786375 through 381.

(SEC Exhibit No. 846 was narked for
identification.)
BY Ms. DEAN

Q The e-mail at the top of the first page is from
Angel o Mbzilo to M chael Dougherty and it's dated March 6,
2006. Belowthat is an e-mail from Dave Sanbol to Angel o

Mozil o forwarding an e-mail from Dave Sanmbol to Stan
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Have you previously seen the portion of Exhibit 846 that is
M. Sanbol's e-nmail to you dated March 6, 20067

A | believe that |'ve seen this.

Q Did M. Sanbol in fact wite a response to your e-
mail with respect to the organizational structure in which he

conveyed to you his views with respect to your proposed

171
organi zati onal changes?
A You' re tal ki ng about this?
MR, CALDVELL: For the record, the bottomthird or
so of the first page.
THE WTNESS: | assune that he did.
MR, CALDWELL: If we had a microscope, we mght be
able to read it
MS. DEAN. O f the record.
(A brief recess was taken.)
MS. DEAN. Back on the record.
BY Ms. DEAN
Q Wth respect to M. Sanbol's e-mail to you, which
is dated March 6, 2006, M. Sanbol in the third paragraph of
that e-mail states that he feels that Secondary Marketing
shoul d be under his oversight. | think that's in accord with

what you testified to earlier, that he wanted to conti nue
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havi ng those divisions report to hinf

A He never had themreporting to him

Q I"'msorry. That he wanted to have them conti nui ng
to report to the COO?

A He wanted themto report to him

Q What | wanted to ask you really has to do with the
third sentence in that paragraph that starts on the right-
hand side of the page with the phrase "I believe,"” and he

wote that he believes that Secondary Marketing played a

172
critical role in "Countryw de's uni que conpetitive strategy
(i.e. no brokering, broadest product line, et cetera)." Do
you see that?

A Yes.
MR, CALDWELL: |'mgoing to object. | think that
somewhat m sstates the docunent, but obviously, the docunent

speaks for itself.

BY MS. DEAN:
Q I just wanted to ask about the "uni que conpetitive
strategy." Wuld you agree that one aspect of Countryw de's

conpetitive strategy, at |least as of March 2006, was to have
t he broadest product |ine?

A | believe the strategy was to have a very broad
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product |ine.

Q Do you know what M. Sanbol neant by the phrase "no
brokering" in that context, as part of Countryw de's
conpetitive strategy?

A We didn't broker -- we didn't allow production
di visions to broker loans to other originators.

Q One of the other things M. Sambol wites in this
paragraph, and it's pretty close to the middle of the
par agraph, starting with the phrase "I have conveyed to you"
on the left-hand side.

A In the m ddle?

Q Yes. He wote that he had conveyed to you at some

173
poi nt that he believed that Secondary had not evol ved
sufficiently with the growing conplexities of the business,
and that this had resulted in a variety of issues "ranging
from unnecessary and problematic delays in new product and
new gui del ine approvals to errors in pricing marks and to
execution related issues.” Do you see that?

A Yes.

Q Had M. Sanmbol in fact previously conveyed to you
that he believed there were unnecessary and probl ematic
del ays in the inplenmentati on of new product and new gui del i ne

approval s?
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A | think there were -- this isn't sonething that
hadn't been conveyed, but it was a normal initiative on his
part to conplain about anything that he wanted to take
control over, and you know, there are in dissemnm nation of new
products and getting all of the itens coordinated -- it's a
consi derabl e task, whether it reports up to one group or not.

Q Did you agree with himthat there were "unnecessary
and probl ematic delays in new product and new gui deline
approval s" at Countryw de in March of 20067

A I think if you | ook at any organi zation, you're
going to find sone place or roomfor inprovenent, and |'m not
suggesting that there wasn't roomfor inprovenent. | don't
think these are significant comments.

Q Let me ask you about Exhibit 846 at the top of the

174
page, the e-mail fromM. Mzilo to M. Dougherty. | know
you haven't actually seen -- |'massum ng you haven't seen
this e-mai|l before; is that correct?

A Correct.

Q M. Mzilo forwarded M. Sanbol's e-mail to you, to
M. Dougherty, and he wote that he totally agreed with M.
Sanmbol ' s proposal and that he had been trying to convince you

for months of this structure. Had M. Mzilo actually been
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trying to convince you to adopt the structure advocated by
M. Sambol ?

A No.

Q Had you had any comruni cations with M. Mozilo
about your proposed organizational structure -- about the

merits of your proposed organizational structure for the

conpany?
MR. CALDWELL: |'m going to object; anbiguous.
BY MS. DEAN:
Q We have previously seen a conmuni cati on about the

fact that M. Mzilo was having a neeting about
organi zati onal structure. | just wanted to ask if M. Mzilo
had actually comented on the proposal itself to you.

MR WLLINGHAM M. Sanbol's proposal ?

M5. DEAN: No, M. -- let's try again now that the
record is conpletely confused.

BY M5. DEAN

175
Q Did M. Mzilo ever comuni cate any substantive
comrents to you with respect to your proposed reorganization
of Countrywi de?
A | don't believe so.
Q M. Mzilo refers to M. Sanbol in this e-mail as

"the key revenue producer” in the conpany. It's the |ast
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phrase of the first paragraph in his e-nail
A Ckay.
Q Do you know why M. Mozilo woul d have consi dered
M. Sanmbol to be the key revenue producer in the conmpany in
March of 20067
MR. CALDWELL: Calls for specul ation

THE WTNESS: The production divisions reported up

to Dave Sanbol, |oan origination
BY Ms. DEAN
Q Producti on was the key revenue driver for the
conpany?

A Actual Iy, one of the revenue drivers of the
conpany.

Q Di d Secondary Marketing also report to M. Sanbol
or to you?

A Reported directly up to ne.

Q As between Secondary Marketing and Producti on,
whi ch of those two generated nore revenue for the company in

2006? In March 20067

176
A You can't really answer that question. New |oan
originations produces revenue fromthe origination activity

and Secondary Marketing is involved in the securitization and
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sal e and delivery of those products to investors, so they are
i nked, but Secondary Marketing isn't a revenue generating
activity.

Q Let me hand you what has been nmarked as Exhi bit
847.

(SEC Exhibit No. 847 was marked for
identification.)
BY MS. DEAN:

Q This is a copy of an e-mail string, Bates stanped
CFC2007C811408 t hrough 409. The e-mail at the top of the
first page is fromCarlos Garcia to Dave Sanbol dated March
12, 2006, and the subject lineis "Og Charts." | know
you're not copied on any portion of this e-mail, but | did
want to ask you a couple of questions about it, starting with
t he back page. There's an individual identified there named
Arapha Johnson, A-r-a-p-h-a, who sent an e-nmail to Angelo
Mozil 0. She appears to have transmitted a file with
organi zati onal charts. M first question is do you know who

Arapha Johnson is?

A Yeah, she was what | refer to as ny chief of staff.
Q Did you ask her to forward organi zational charts to
M. Mzil o?
177
A | don't recall
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Q The only other question | really want to ask about
this docunent is M. Garcia wote to M. Sanbol on March 12
in response to M. Mzilo forwardi ng himthose organi zati onal
charts. He wote "I propose we organi ze as foll ows pendi ng
your assunption of the CFC COO and president title." Was the
assunption in March 2006 that when you becane president --
when you became chief executive officer, that M. Sanbol
woul d beconme COO and president of Countryw de?

MR. CALDWELL: |1'mgoing to object. Whose
assunption?
BY MS. DEAN:

Q Did you expect that M. Sanmbol was going to becone
COO and president when you becane CEO?

A Yes.

Q At any tine before you left Countryw de in
Sept enber of 2006, were you aware of a contenpl ated sal e of
part or all of Countryw de to Bank of America?

A No.

Q At any tine before you left Countryw de in
Sept enber of 2006, were you aware of a discussion wth
respect to whether or not Countryw de should go private?

A No.

Q Did M. Mzilo ever tell you that he believed that

t aki ng the company private woul d save the conpany noney and
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permt it to focus on real business issues?

A | don't recall that.

Q Were you a party to the -- were you aware that at
some poi nt Countryw de decided to transition froma bank to a
thrift?

A Yes.

Q Can you tell nme why Countryw de decided to do that?

MR. CALDWELL: Lack of foundation; calls for
specul ati on.

THE WTNESS: It was driven by Angelo. [|'m not
certain of all the thinking or rationale behind it.

BY Ms. DEAN

Q Was it driven by a desire to switch from being
regul ated by the Federal Reserve to being regulated by the
O fice of Thrift Supervision?

MR. CALDWELL: Sane objections.

THE WTNESS: | believe that was an essential part
of not coming under the Federal Reserve. There was sone
duplication of oversight. That was a driving force.

M5. DEAN: | think this is as good a place as any
to break for the day.

BY Ms. DEAN

Q Before we go off the record, we have taken sone
breaks today, a lunch break and a couple of other breaks.

During those break periods, did you have any communication
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substantive comruni cati on, about this investigation with the
staff?

A Wth ny staff?

Q No, the staff of the Conm ssion

A Ch, no.

Q Did we reach any agreenments on any of the breaks
that we have taken today?

A That we woul d have a break?

Q O her than the fact that we would take a break, did
we reach any off the record agreenents?

A No.

Q M. Kurland, before we go off the record, | wanted
to give you an opportunity to clarify any statenents you have
made today. |Is there anything that you wanted to clarify or
add to the testinony you have given today?

A | think the only area that | feel may not have been
properly picked up in the continuing discussions about the
10-Q and my process, you know, | provided a description of
what the kind of normal activities were around the review of
the filings, and | wanted to nmake sure that when we were
rapi dly going through those, that you understand that process

took place for all of the filings that were presented to ne,
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that I went through a review with the professional staff that
had conpleted the filings, that they went through substantive

changes and di al ogue with nme, and | revi ewed them nmany tines,

180
and on the quarters, there were not considerabl e changes.
wouldn't re-read all of the filings.

Q When you say "professional staff," you nean the
staff of the Financial Reporting G oup?
A The Financial Reporting Group and our Lega
Depart nment .
Q Anyt hi ng el se?
A | don't think so.
M5. DEAN: Counsel, did you want to ask any
clarifying questions?
MR CALDWELL: Can we go off the record for one
noment so | can consult?
MS. DEAN: Sure. Of the record.
(A brief recess was taken.)
M5. DEAN: Let's go back on the record. Counsel
did you want to ask any clarifying questions?
MR, CALDWELL: No, but thank you for the
opportunity.
M5. DEAN: Okay. W will go off the record then at

5:27 on Cctober 1, 2008. We will take this up again next
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Wednesday, the 8th. Of the record.

(Whereupon, at 5:27 p.m, the exam nation was

recessed, to reconvene on Cctober 8, 2008.)
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