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Item 1. Financial Statements

Condensed Consolidated Statement of Comprehensive Income (unaudited)

Ally Financial Inc. * Form 10-Q

($ in millions)
Financing revenue and other interest income
Interest and fees on finance receivables and loans

Interest and dividends on investment securities and other earning assets

Interest on cash and cash equivalents

Operating leases

Total financing revenue and other interest income
Interest expense

Interest on deposits

Interest on short-term borrowings

Interest on long-term debt

Total interest expense

Net depreciation expense on operating lease assets
Net financing revenue and other interest income
Other revenue

Insurance premiums and service revenue earned
Gain on mortgage and automotive loans, net
Other (loss) gain on investments, net

Other income, net of losses

Total other revenue

Total net revenue

Provision for loan losses

Noninterest expense

Compensation and benefits expense

Insurance losses and loss adjustment expenses
Other operating expenses

Total noninterest expense

Income from continuing operations before income tax expense

Income tax expense from continuing operations
Net income from continuing operations

(Loss) income from discontinued operations, net of tax

Net income

Other comprehensive (loss) income, net of tax
Comprehensive (loss) income

Statement continues on the next page.

Three months

ended March
31,

2018 2017
$1,543 $1,368
176 134
15 5
382 543
2,116 2,050
351 231
32 27
411 424
794 682
273 389
1,049 979
256 241
1 14
12 ) 27
109 114
354 396
1,403 1,375
261 271
306 285
63 88
445 405
814 778
328 326
76 113
252 213
2 ) 1
250 214
(328 ) 20
$(78 ) $234

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

ended March
31,
(in dollars) (a) 2018 2017
Basic earnings per common share
Net income from continuing operations $0.58 $0.46
Loss from discontinued operations, net of tax (0.01 ) —
Net income $0.57 $0.46
Diluted earnings per common share
Net income from continuing operations $0.57 $0.46
Loss from discontinued operations, net of tax (0.01 ) —
Net income $0.57 $0.46

Cash dividends declared per common share ~ $0.13  $0.08

@ Figures in the table may not recalculate exactly due to rounding. Earnings per share is calculated based on
unrounded numbers.

Refer to Note 16 for additional earnings per share information. The Notes to the Condensed Consolidated Financial

Statements (unaudited) are an integral part of these statements.
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($ in millions, except share data) March 31, December

2018 31,2017
Assets
Cash and cash equivalents
Noninterest-bearing $768 $844
Interest-bearing 2,953 3,408
Total cash and cash equivalents 3,721 4,252
Equity securities 680 518

Available-for-sale securities (refer to Note 6 for discussion of investment securities pledged as

collateral) 22,726 22,303

Held-to-maturity securities (fair value of $1,895 and $1,865) 1,967 1,899
Loans held-for-sale, net 126 108
Finance receivables and loans, net

Finance receivables and loans, net of unearned income 125,327 122,893
Allowance for loan losses (1,278 ) (1,276 )
Total finance receivables and loans, net 124,049 121,617
Investment in operating leases, net 8,530 8,741
Premiums receivable and other insurance assets 2,197 2,047
Other assets 6,025 5,663
Total assets $170,021 $167,148
Liabilities

Deposit liabilities

Noninterest-bearing $122 $108
Interest-bearing 97,324 93,148
Total deposit liabilities 97,446 93,256
Short-term borrowings 9,564 11,413
Long-term debt 45,076 44,226
Interest payable 494 375
Unearned insurance premiums and service revenue 2,904 2,604
Accrued expenses and other liabilities 1,455 1,780
Total liabilities 156,939 153,654
Contingencies (refer to Note 24)

Equity

Common stock and paid-in capital ($0.01 par value, shares authorized 1,100,000,000; issued

491,993,371 and 489,883,553; and outstanding 432,690,882 and 437,053,936) 21,273 21,245

Accumulated deficit (6,318 ) (6,406 )
Accumulated other comprehensive loss (578 ) (235 )
Treasury stock, at cost (59,302,489 and 52,829,617 shares) (1,295 ) (1,110 )
Total equity 13,082 13,494
Total liabilities and equity $170,021 $167,148

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.
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The assets of consolidated variable interest entities, presented based upon the legal transfer of the underlying assets in
order to reflect legal ownership, that can be used only to settle obligations of the consolidated variable interest entities
and the liabilities of these entities for which creditors (or beneficial interest holders) do not have recourse to our
general credit were as follows.
($ in millions) March 31, December

2018 31,2017
Assets
Finance receivables and loans, net

Finance receivables and loans, net of unearned income $19,080 $20,623

Allowance for loan losses (142 ) (136 )
Total finance receivables and loans, net 18,938 20,487
Investment in operating leases, net 337 444
Other assets 785 689

Total assets $20,060 $21,620
Liabilities

Long-term debt $11,710 $10,197
Accrued expenses and other liabilities 12 9

Total liabilities $11,722 $10,206

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

Balance at January 1, 2017

Net income

Share-based compensation

Other comprehensive income

Common stock repurchases

Common stock dividends ($0.08 per share)

Balance at March 31, 2017

Balance at January 1, 2018, before cumulative effect of
adjustments

Cumulative effect of changes in accounting principles, net
of tax (a)

Adoption of Accounting Standards Update 2014-09
Adoption of Accounting Standards Update 2016-01
Adoption of Accounting Standards Update 2018-02
Balance at January 1, 2018, after cumulative effect of
adjustments

Net income

Share-based compensation

Other comprehensive loss

Common stock repurchases

Common stock dividends ($0.13 per share)

Balance at March 31, 2018

7

Common Accumulated
stock
Accumulatedother
and . .
.. deficit comprehensivestock
paid-in
. loss
capital
$21,166 $ (7,151 ) $ (341
214
21
20
(169
(38 )
$21,187 $(6,975 ) $ (321
$21,245 $ (6,406 ) $ (235
(126 )
(20 ) 27
42 (42 )
21,245 (6,510 ) (250
250
28
(328 )
(185
(58 )
$21,273 $ (6,318 ) $ (578

Treasury Total
equity

) $(357 ) $13,317

) $(526 ) $13,365
) $(1,110) $13,494

) (1,110 ) 13,375

) $(1,295) $13,082
(a)Refer to the section titled Recently Adopted Accounting Standards in Note 1 for additional information.
The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.
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Three months ended March 31, ($ in millions)

Operating activities

Net income

Reconciliation of net income to net cash provided by operating activities
Depreciation and amortization

Provision for loan losses

Gain on mortgage and automotive loans, net

Other loss (gain) on investments, net

Originations and purchases of loans held-for-sale

Proceeds from sales and repayments of loans held-for-sale

Net change in

Deferred income taxes

Interest payable

Other assets

Other liabilities

Other, net

Net cash provided by operating activities

Investing activities

Purchases of equity securities

Proceeds from sales of equity securities

Purchases of available-for-sale securities

Proceeds from sales of available-for-sale securities

Proceeds from repayments of available-for-sale securities
Purchases of held-to-maturity securities

Proceeds from repayments of held-to-maturity securities
Purchases of finance receivables and loans held-for-investment
Proceeds from sales of finance receivables and loans initially held-for-investment

Originations and repayments of finance receivables and loans held-for-investment and other, net

Purchases of operating lease assets

Disposals of operating lease assets

Net change in nonmarketable equity investments
Other, net

Net cash used in investing activities

Statement continues on the next page.

The Notes to the Condensed Consolidated Financial Statements (unaudited) are an integral part of these statements.
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2018 2017
$250 $214
434 534
261 271
1 a4 )
12 27 )
(248 ) (21 )
230 20

83 91
120 31

29 60
(106 ) (20 )
33 36
1,097 1,175

(374 ) (137 )

220 314
(2,360 (2,696
328 731
795 589
(155) (215)
35 5
(1,497 (405 )
— 1,164

(1,300 (1,174
(969 ) (893 )
976 1,545
(19 ) 213

(82 ) (56 )
(4,402 (1,015

10
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Three months ended March 31, ($ in millions) 2018 2017
Financing activities

Net change in short-term borrowings (1,848 ) (4,303 )
Net increase in deposits 4,173 5,451
Proceeds from issuance of long-term debt 6,665 4,488
Repayments of long-term debt (5,771 ) (7,573 )
Repurchase of common stock (185 ) (169 )
Dividends paid 358 )Y@Bs )
Net cash provided by (used in) financing activities 2,976  (2,144)
Effect of exchange-rate changes on cash and cash equivalents and restricted cash 2 ) —

Net decrease in cash and cash equivalents and restricted cash (331 ) (1,984)
Cash and cash equivalents and restricted cash at beginning of year 5,269 7,881
Cash and cash equivalents and restricted cash at March 31, $4,938 $5,897
Supplemental disclosures

Cash paid for

Interest $667  $648
Income taxes 5 2
Noncash items

Held-to-maturity securities received in consideration for loans sold — 56
Finance receivables and loans transferred to loans held-for-sale — 1,213

Other disclosures

Proceeds from repayments of mortgage loans held-for-investment originally designated as
held-for-sale

The following table provides a reconciliation of cash and cash equivalents and restricted cash from the Condensed
Consolidated Balance Sheet to the Condensed Consolidated Statement of Cash Flows.

11 8

March 31, ($ in millions) 2018 2017
Cash and cash equivalents as disclosed on the Condensed Consolidated Balance Sheet $3,721 $4,302
Restricted cash included in other assets on the Condensed Consolidated Balance Sheet (a) 1,217 1,595

Total cash and cash equivalents and restricted cash as disclosed in the Condensed Consolidated

Statement of Cash Flows

@ Restricted cash balances relate primarily to Ally securitization arrangements. Refer to Note 11 for additional details
describing the nature of restricted cash balances.

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

$4,938 $5,897

9
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1. Description of Business, Basis of Presentation, and Changes in Significant Accounting Policies

Ally Financial Inc. (together with its consolidated subsidiaries unless the context requires otherwise, Ally, the
Company, or we, us, or our) is a leading digital financial services company and top 25 U.S. financial holding company
(FHC) based on total assets, offering diversified financial products and services for consumers, businesses, automotive
dealers, and corporate clients. Ally operates with a distinctive brand, an innovative approach, and a relentless focus on
our customers. We are a Delaware corporation and are registered as a bank holding company (BHC) under the Bank
Holding Company Act of 1956 as amended and an FHC under the Gramm-Leach-Bliley Act of 1999 as amended. We
are one of the largest full service automotive finance operations in the country with a legacy that dates back to 1919, a
deep expertise in automotive lending, and a complementary automotive-focused insurance business. Our
wholly-owned banking subsidiary, Ally Bank, has received numerous industry awards for its services and capabilities
and is one of the largest and most respected online banks, uniquely positioned for the observed shifting trends in
consumer banking preferences for digital banking. We offer mortgage lending services and a variety of deposit and
other banking products, including CDs, online savings, money market and checking accounts, and IRA products. We
also promote a cash back credit card. We have recently integrated a growing digital wealth management and online
brokerage platform to enable consumers to have a variety of options in managing their savings and wealth.
Additionally, through our corporate finance business, we primarily offer senior secured leveraged cash flow and
asset-based loans to middle-market companies.

Our accounting and reporting policies conform to accounting principles generally accepted in the United States of
America (GAAP). Additionally, where applicable, the policies conform to the accounting and reporting guidelines
prescribed by bank regulatory authorities. The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and that affect income and
expenses during the reporting period and related disclosures. In developing the estimates and assumptions,
management uses all available evidence; however, actual results could differ because of uncertainties associated with
estimating the amounts, timing, and likelihood of possible outcomes. Our most significant estimates pertain to the
allowance for loan losses, valuations of automotive lease assets and residuals, fair value of financial instruments, legal
and regulatory reserves, and the determination of the provision for income taxes.

The Condensed Consolidated Financial Statements at March 31, 2018, and for the three months ended March 31,
2018, and 2017, are unaudited but reflect all adjustments that are, in management’s opinion, necessary for the fair
presentation of the results for the interim periods presented. All such adjustments are of a normal recurring nature.
These unaudited Condensed Consolidated Financial Statements should be read in conjunction with the audited
Consolidated Financial Statements (and the related Notes) included in our Annual Report on Form 10-K for the year
ended December 31, 2017, as filed on February 21, 2018, with the U.S. Securities and Exchange Commission (SEC).
Significant Accounting Policies

Investments

Our investment portfolio includes various debt and equity securities. Our debt securities include government
securities, corporate bonds, asset-backed securities (ABS), and mortgage-backed securities (MBS). Debt securities are
classified based on management’s intent to sell or hold the security. We classify debt securities as held-to-maturity
only when we have both the intent and ability to hold the securities to maturity. We classify debt securities as trading
when the securities are acquired for the purpose of selling or holding them for a short period of time. Debt securities
not classified as either held-to-maturity or trading are classified as available-for-sale.

Our portfolio includes debt securities classified as available-for-sale and held-to-maturity. Our available-for-sale debt
securities are carried at fair value with unrealized gains and losses included in accumulated other comprehensive loss
and are subject to impairment. Our held-to-maturity debt securities are carried at amortized cost and are subject to
impairment.

12
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We assess our debt securities for potential other-than-temporary impairment. We employ a methodology that
considers available evidence in evaluating potential other-than-temporary impairment of our debt securities classified
as available-for-sale and held-to-maturity. If the cost of an investment exceeds its fair value, we evaluate, among other
factors, the magnitude and duration of the decline in fair value. We also evaluate the financial health of and business
outlook for the issuer, the performance of the underlying assets for interests in securitized assets, and, for debt
securities classified as available-for-sale, our intent and ability to hold the investment through recovery of its
amortized cost basis.

Once a decline in fair value of a debt security is determined to be other-than-temporary, an impairment charge for the
credit component is recorded to other gain (loss) on investments, net, in our Condensed Consolidated Statement of
Comprehensive Income, and a new cost basis in the investment is established. The noncredit loss component of an
available-for-sale debt security continues to be recorded in other comprehensive (loss) income when we do not intend
to sell the security and it is not more likely than not that we will have to sell the security prior to the security’s
anticipated recovery. Both the credit and noncredit loss components are recorded in earnings when we intend to sell
the security or it is more likely than not that we will have to sell the security prior to the security’s anticipated
recovery. Subsequent increases and decreases to the fair value of available-for-sale debt securities are included in
other comprehensive (loss) income, so long as they are not attributable to another other-than-temporary impairment.
We amortize premiums and discounts on debt securities as an adjustment to investment yield generally over the stated
maturity of the security. For ABS and MBS where prepayments can be reasonably estimated, amortization is adjusted
for expected prepayments.

10
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Our investment in equity securities includes securities that are recognized at fair value with changes in the market
value recorded in earnings, and equity securities that are recognized using other measurement principles.

Effective January 1, 2018, equity securities that are publicly traded and have a readily determinable fair value, as well
as certain investments that do not have a readily determinable fair value and are not eligible to be recognized using
other measurement principles, are recorded at fair value with changes in fair value recorded in earnings and reported
in other gain (loss) on investments, net in our Condensed Consolidated Statement of Comprehensive Income. These
investments, which are primarily attributable to the investment portfolio of our Insurance operations, are included in
equity securities on our Condensed Consolidated Balance Sheet. Refer to Note 6 for further information on our equity
securities that have a readily determinable market value.

Our equity securities recognized using other measurement principles include investments in Federal Home Loan Bank
(FHLB) and Federal Reserve Bank (FRB) stock held to meet regulatory requirements, equity investments related to
low income housing tax credits and the Community Reinvestment Act (CRA), which are not publicly traded and do
not have a readily determinable fair value, and other equity investments that are not publicly traded and do not have a
readily determinable fair value. Our low income housing tax credit investments are accounted for using the
proportional amortization method of accounting for qualified affordable housing investments. Our obligations related
to unfunded commitments for our low income housing tax credit investments are included in other liabilities. The
majority of our CRA investments are accounted for using the equity method of accounting. Our investments in low
income housing tax credits and CRA investments are included in other assets on our Condensed Consolidated Balance
Sheet. Our investments in FHLB and FRB stock are carried at cost. Our remaining investments in equity securities are
recorded at cost, less impairment and adjusted for observable price differences under the measurement alternative
provided under GAAP. These investments, along with our investments in FHLB and FRB stock, are included in
nonmarketable equity investments in other assets on our Condensed Consolidated Balance Sheet. As conditions
warrant, we review these investments for impairment and adjust the carrying value of the investment if it is deemed to
be impaired. Investments recorded under the measurement alternative are also reviewed at each reporting period to
determine if any adjustments are required for observable price changes in identical or similar securities.

Realized gains and losses on the sale of securities are determined using the specific identification method and are
reported in other gain (loss) on investments, net in our Condensed Consolidated Statement of Comprehensive Income.
Derivative Instruments and Hedging Activities

We use derivative instruments primarily for risk management purposes. We do not use derivative instruments for
speculative purposes. Certain of our derivative instruments are designated as accounting hedges in qualifying
relationships, whereas other derivative instruments have not been designated as accounting hedges. In accordance with
applicable accounting standards, all derivative instruments, whether designated for hedge accounting or not, are
required to be recorded on the balance sheet as assets or liabilities and measured at fair value. We have elected to
report the fair value of derivative assets and liabilities on a gross basis—including the fair value for the right to reclaim
cash collateral or the obligation to return cash collateral—arising from instruments executed with the same counterparty
under a master netting arrangement where we do not have the intent to offset. For additional information on derivative
instruments and hedging activities, refer to Note 18.

At the inception of a hedge accounting relationship, we designate each qualifying hedge relationship as a hedge of the
fair value of a specifically identified asset or liability (fair value hedge); as a hedge of the variability of cash flows to
be received or paid, or forecasted to be received or paid, related to a recognized asset or liability (cash flow hedge); or
as a hedge of the foreign-currency exposure of a net investment in a foreign operation (net investment hedge). We
formally document all relationships between hedging instruments and hedged items, as well as the risk management
objectives for undertaking various hedge transactions. Both at hedge inception and on an ongoing basis, we formally
assess whether the derivatives that are used in hedging relationships are highly effective in offsetting changes in fair
values or cash flows of hedged items.

14



Edgar Filing: Ally Financial Inc. - Form 10-Q

Changes in the fair value of derivative instruments qualifying as fair value hedges, along with the gain or loss on the
hedged asset or liability attributable to the hedged risk, are recorded in current period earnings. For qualifying cash
flow hedges, the changes in fair value of the derivative financial instruments are recorded in accumulated other
comprehensive loss and recognized in the income statement when the hedged cash flows affect earnings. For a
qualifying net investment hedge, the gain or loss is reported in accumulated other comprehensive loss as part of the
cumulative translation adjustment.

Hedge accounting treatment is no longer applied if a derivative financial instrument is terminated, or if the hedge
designation is removed or assessed to be no longer highly effective. For terminated fair value hedges, any changes to
the hedged asset or liability remain as part of the basis of the hedged asset or liability and are recognized into income
over the remaining life of the asset or liability. For terminated cash flow hedges, unless it is probable that the
forecasted cash flows will not occur within a specified period, any changes in fair value of the derivative financial
instrument previously recognized remain in accumulated other comprehensive loss, and are reclassified into earnings
in the same period that the hedged cash flows affect earnings. Any previously recognized gain or loss for a net
investment hedge continues to remain in accumulated other comprehensive loss until earnings are impacted by sale or
liquidation of the associated foreign operation. In all instances, after hedge accounting is no longer applied, any
subsequent changes in fair value of the derivative instrument will be recorded into earnings.

Changes in the fair value of derivative financial instruments held for risk management purposes that are not
designated as accounting hedges under GAAP are reported in current period earnings.

11
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Income Taxes

In calculating the provision for interim income taxes, in accordance with Accounting Standards Codification (ASC)
740, Income Taxes, we apply an estimated annual effective tax rate to year-to-date ordinary income. At the end of
each interim period, we estimate the effective tax rate expected to be applicable for the full fiscal year. This method
differs from that described in Note 1 to the Consolidated Financial Statements in our 2017 Annual Report on Form
10-K, which describes our annual significant income tax accounting policy and related methodology.

Refer to Note 1 to the Consolidated Financial Statements in our 2017 Annual Report on Form 10-K regarding
additional significant accounting policies.

Recently Adopted Accounting Standards

Statement of Cash Flows — Restricted Cash (ASU 2016-18)

As of December 31, 2017, we elected to early-adopt Accounting Standards Update (ASU) 2016-18. The amendments
in this update require that amounts classified as restricted cash and restricted cash equivalents be included within the
beginning-of-period and end-of-period amounts along with cash and cash equivalents on the statement of cash flows.
The amendments were applied retrospectively to all periods presented within the statement of cash flows. The
implementation of this guidance resulted in a change in presentation of our Condensed Consolidated Statement of
Cash Flows and additional disclosures surrounding restricted cash balances, but did not result in a change to our
Condensed Consolidated Statement of Comprehensive Income or Condensed Consolidated Balance Sheet.

Revenue from Contracts with Customers (ASU 2014-09)

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09. The purpose of this guidance
is to streamline and consolidate existing revenue recognition principles in GAAP and to converge revenue recognition
principles with International Financial Reporting Standards. The core principle of the amendments is that an entity
should recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects
the consideration to which the entity expects to be entitled to receive in exchange for those goods or services. The
amendments include a five step process for consideration of the core principle, guidance on the accounting treatment
for costs associated with a contract, and disclosure requirements related to the revenue process. The FASB issued
several additional ASUs to clarify guidance and provide implementation support for ASU 2014-09. The clarifying
guidance elaborates on the key concepts within ASU 2014-09 and clarifies how those concepts interact with other
GAAP requirements. On January 1, 2018, we adopted ASU 2014-09 and all subsequent ASUs that modified ASU
2014-09 (collectively, the amendments to the revenue recognition principles), which have been codified in ASC 606,
Revenue from Contracts with Customers, and ASC 610-20, Gains and Losses from the Derecognition of Nonfinancial
Assets, respectively. We elected to adopt this guidance using the modified retrospective approach applied to all
contracts with customers that were not completed as of January 1, 2018. The adoption of the amendments resulted in a
reduction to our opening retained earnings of approximately $126 million, net of income taxes. Refer to Note 2 for
further details.

Financial Instruments — Recognition and Measurement of Financial Assets (ASU 2016-01)

As of January 1, 2018, we adopted ASU 2016-01. The amendments in this update modify the requirements related to
the measurement of certain financial instruments in the statement of financial condition and results of operations. The
FASB subsequently issued ASU 2018-03 to clarify guidance and provide implementation support for ASU 2016-01,
which we elected to early-adopt as of January 1, 2018, to align with the adoption of ASU 2016-01. For equity
investments (other than investments accounted for using the equity method), entities must measure such instruments at
fair value with changes in fair value recognized in net income. Changes in fair value for equity securities are no longer
recognized through other comprehensive (loss) income, which creates additional volatility in our Condensed
Consolidated Statement of Comprehensive Income. Reporting entities may continue to elect to measure certain equity
investments that do not have a readily determinable fair value at cost with adjustments for impairment and observable
changes in price. In addition, for a liability (other than a derivative liability) that an entity measures at fair value, any
change in fair value related to the instrument-specific credit risk, that is the entity’s own-credit, should be presented
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separately in other comprehensive (loss) income and not as a component of net income. We adopted these
amendments, as required, on a modified retrospective basis with a cumulative effect adjustment as of the beginning of
the fiscal year of initial adoption. The adoption of the amendments resulted in a reduction to our opening retained
earnings of approximately $20 million, net of income taxes.

Derivatives and Hedging — Targeted Improvements to Accounting for Hedging Activities (ASU 2017-12)

As of January 1, 2018, we elected to early-adopt ASU 2017-12. The amendments in this update enhance the financial
reporting of hedging relationships to better align hedge accounting with an entity’s risk management activities. This
update also makes certain targeted improvements to simplify the application of the hedge accounting guidance in
current GAAP and better portrays economic results through changes to both the designation and measurement
guidance for qualifying hedging relationships and presentation of hedge results. We adopted the amendments to all
cash flow and net investment hedge relationships that existed on the date of adoption using a modified retrospective
approach. No cumulative effect adjustment to our opening retained earnings was required as a result of the adoption.
The presentation and disclosure requirements included in this update were adopted prospectively. Refer to Note 18 for
further details.

Accumulated Other Comprehensive Income — Reclassification of Certain Tax Effects (ASU 2018-02)

In February 2018, the FASB issued ASU 2018-02. The amendments in this update provide guidance concerning the
treatment of the impact of income tax effects resulting from the Tax Cuts and Jobs Act of 2017 (the Tax Act) on items
included in accumulated other comprehensive income. Our policy is to use the portfolio method with respect to
reclassification of stranded income tax effects in

12
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accumulated other comprehensive loss. The amendments in ASU 2018-02 provide entities an election to reclassify the
income tax effect of the Tax Act from accumulated other comprehensive income to retained earnings. We elected to
early-adopt this standard as of January 1, 2018, and reclassified the effect of the change in the federal corporate
income tax rate on items included in accumulated other comprehensive loss. This election resulted in a reclassification
of $42 million from accumulated other comprehensive loss to retained earnings.

Recently Issued Accounting Standards

Leases (ASU 2016-02)

In February 2016, the FASB issued ASU 2016-02. The amendments in this update primarily replace the existing
accounting requirements for operating leases for lessees. Lessee accounting requirements for finance leases and lessor
accounting requirements for operating leases and sales type and direct financing leases (sales type and direct financing
leases were both previously referred to as capital leases) are largely unchanged. The amendments require the lessee of
an operating lease to record a balance sheet gross-up upon lease commencement by recognizing a right-of-use asset
and lease liability equal to the present value of the lease payments. The right-of-use asset and lease liability should be
derecognized in a manner that effectively yields a straight line lease expense over the lease term. In addition to the
changes to the lessee operating lease accounting requirements, the amendments also change the types of costs that can
be capitalized related to a lease agreement for both lessees and lessors for all types of leases. The amendments also
require additional disclosures for all lease types for both lessees and lessors. The amendments are effective on January
1, 2019, with early adoption permitted. The amendments must be applied on a modified retrospective basis with a
cumulative adjustment to the beginning of the earliest fiscal year presented in the financial statements in the period of
adoption. Upon adoption, we expect to record a balance sheet gross-up, reflecting our right-of-use asset and lease
liability for our operating leases where we are the lessee (for example, our facility leases). While we are currently
reviewing our operating lease contracts where we are the lessee to determine the impact of the gross-up and the
changes to capitalizable costs, as well as reviewing our leases where we are the lessor to determine the impact of the
changes to capitalizable costs, we do not anticipate the adoption of these amendments will have a material impact to
our financial statements. We currently plan to adopt these amendments on January 1, 2019, and expect to use the
modified retrospective approach as required.

Financial Instruments — Credit Losses (ASU 2016-13)

In June 2016, the FASB issued ASU 2016-13. The amendments in this update introduce a new accounting model to
measure credit losses for financial assets measured at amortized cost. Credit losses for financial assets measured at
amortized cost should be determined based on the total current expected credit losses over the life of the financial
asset or group of financial assets. In effect, the financial asset or group of financial assets should be presented at the
net amount expected to be collected. Credit losses will no longer be recorded under the current incurred loss model for
financial assets measured at amortized cost. The amendments also modify the accounting for available-for-sale debt
securities whereby credit losses will be recorded through an allowance for credit losses rather than a write-down to the
security’s cost basis, which allows for reversals of credit losses when estimated credit losses decline. Credit losses for
available-for-sale debt securities should be measured in a manner similar to current GAAP. The amendments are
effective on January 1, 2020, with early adoption permitted as of January 1, 2019. The amendments must be applied
using a modified retrospective approach with a cuamulative-effect adjustment through retained earnings as of the
beginning of the fiscal year upon adoption. The new accounting model for credit losses represents a significant
departure from existing GAAP, and will likely materially increase the allowance for credit losses with a resulting
negative adjustment to retained earnings. Management created a formal working group to govern the implementation
of these amendments consisting of key stakeholders from finance, risk, and accounting and is currently evaluating the
impact of the amendments. We are in the process of designing and building the models and procedures that will be
used to calculate the credit loss reserves in accordance with these amendments. We currently plan to adopt these
amendments on January 1, 2020, and expect to use the modified retrospective approach as required.
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Receivables — Nonrefundable Fees and Other Costs: Premium Amortization on Purchased Callable Debt Securities
(ASU 2017-08)

In March 2017, the FASB issued ASU 2017-08. The amendments in this update require premiums on purchased
callable debt securities to be amortized to the security’s earliest call date. Prior to this ASU, premiums and discounts
on purchased callable debt securities were generally required to be amortized to the security’s maturity date. The
amendments do not require an accounting change for securities held at a discount. The amendments are effective on
January 1, 2019, with early adoption permitted. The amendments must be applied using a modified retrospective
approach with a cumulative-effect adjustment through retained earnings as of the beginning of the fiscal year upon
adoption. While our assessment is not final, we do not expect the amendments to have a material impact to our
financial statements. We currently plan to adopt these amendments on January 1, 2019, and expect to use the modified
retrospective approach as required.

2. Revenue from Contracts with Customers

On January 1, 2018, we adopted the amendments to the revenue recognition principles using the modified
retrospective approach applied to contracts with customers outstanding as of the date of adoption. Results for
reporting periods beginning after January 1, 2018, are presented in accordance with the amendments to the revenue
recognition principles, while prior period amounts have not been adjusted and continue to be presented in accordance
with the accounting standards in effect for those periods. Refer to Note 1 for additional information.

Our primary revenue sources, which include financing revenue and other interest income, are addressed by other
GAAP and are not in the scope of the amendments to the revenue recognition principles. As part of our Insurance
operations, we recognize revenue from insurance contracts, which are addressed by other GAAP and are not included
in the scope of the amendments to the revenue recognition principles. Certain noninsurance contracts within our
Insurance operations, including vehicle service contracts (VSCs), guaranteed asset protection (GAP) contracts, and
vehicle maintenance contracts (VMCs), are included in the scope of the amendments to the revenue recognition
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principles. Under the previous guidance, a portion of revenue earned on noninsurance contracts was recognized at
contract inception, while the remainder was recognized over the contract term on a basis proportionate to the
anticipated cost emergence. In addition, dealer and sales commissions incurred to obtain a noninsurance contract were
recognized as expense when incurred, and certain direct-response advertising costs were deferred and recognized as
expense over the term of the contract. Upon adoption of the amendments to the revenue recognition principles, all
revenue associated with noninsurance contracts is recognized over the contract term on a basis proportionate to the
anticipated cost emergence. Further, commissions and sales expense incurred to obtain these contracts are capitalized
and recognized as expense over the contract term, and all advertising costs are recognized as expense when incurred.
The following table presents the impact to our Condensed Consolidated Balance Sheet as of January 1, 2018, as a
result of adopting the amendments to the revenue recognition principles.

As . As
Adjustment .
($ in millions) reported, related to adjusted,
December donti January 1,
31,2017 29PHO o018
Assets
Premiums receivable and other insurance assets $2,047 $ 122 $2,169
Other assets 5,663 41 5,704
Total assets $167,148 $ 163 $167,311
Liabilities
Unearned insurance premiums and service revenue $2,604 $ 289 $2,893
Total liabilities 153,654 289 153,943
Equity
Accumulated deficit (6,406 ) (126 ) (6,532 )
Total equity 13,494 (126 ) 13,368
Total liabilities and equity $167,148 $ 163 $167,311

The following tables present the impact of adopting the amendments to the revenue recognition principles to our
Condensed Consolidated Statement of Comprehensive Income and Condensed Consolidated Balance Sheet.
Three months

ended March 31,
2018
N As Effect of
(8 in millions) reporteddoption
Other revenue
Insurance premiums and service revenue earned $256 $ (6 )
Total other revenue 354 (6 )
Total net revenue 1,403 (6 )
Noninterest expense
Compensation and benefits expense 306 (1 )
Other operating expenses 445 (2 )
Total noninterest expense 814 (3 )
Income from continuing operations before income tax expense 328 (3 )
Income tax expense from continuing operations 76 (1 )
Net income from continuing operations 252 (2 )
Net income 250 (2 )
Comprehensive loss $(78)$ 2 )
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March 31, 2018 ($ in millions)

As Effect of
reported  adoption

Assets

Premiums receivable and other insurance assets $2,197 $ 125
Other assets 6,025 42

Total assets 170,021 167
Liabilities

Unearned insurance premiums and service revenue $2,904 $ 295
Total liabilities 156,939 295
Equity

Accumulated deficit (6,318 ) (128 )
Total equity 13,082 (128 )
Total liabilities and equity $170,021 $ 167

The following is a description of our primary revenue sources that are derived from contracts with customers. As a
result of the adoption of the amendments to the revenue recognition principles, our only revenue source for which the
recognition pattern was affected was that of noninsurance contracts, as described in this note. Revenue from contracts
with customers is recognized when control of the promised goods or services is transferred to our customers, and in an
amount that reflects the consideration that we expect to receive in exchange for those goods or services. For
information regarding our revenue recognition policies outside the scope of the amendments to the revenue
recognition principles of ASC 606, Revenue from Contracts with Customers, refer to Note 1 to the Consolidated
Financial Statements in our 2017 Annual Report on Form 10-K.

Noninsurance contracts — We