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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION
)
LAWRENCE E. JAFFE PENSION PLAN, ON )
BEHALF OF ITSELF AND ALL OTHERS SIMILARLY )
SITUATED,, ) Lead Case. No. 02-C5893
) (Consolidated)
Plaintiff, )
)  CLASS ACTION
- against - )
) Judge Ronald A. Guzman
HOUSEHOLD INTERNATIONAL, INC., ET. AL., )
)
Defendants. )
)

DECLARATION OF THOMAS J. KAVALER IN FURTHER
SUPPORT OF HOUSEHOLD DEFENDANTS' DAUBERT
MOTION TO EXCLUDE THE "EXPERT" TESTIMONY OF
CATHERINE A. GHIGLIERI, CHARLES CROSS AND
HARRIS L. DEVOR

STATE OF NEW YORK )
1 Ss.
COUNTY OF NEW YORK )

THOMAS J. KAVALER, declares as follows:

1. I am a member of the bar of the State of New York and a member of the firm
Cahill Gordon & Reindel LLP, attorneys for defendants Household International, Inc., Household
Finance Corporation, William F. Aldinger, David A. Schoenholz, and Gary Gilmer, Defendants
in this action. I have been admitted to appear before this Court pro hac vice. 1submit this decla-
ration to place before the Court certain information and documents referenced in Defendants’

Daubert Motion to Exclude “Expert” Testimony of Catherine A. Ghiglieri.

2. Attached hereto is as Exhibit 1 is a true and correct copy of the Transcript of

the Deposition of John L. Bley (excerpted), dated March 14, 2008.
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3. Attached hereto is as Exhibit 2 is a true and correct copy of the Transcript of

the Deposition of Robert E. Litan (excerpted), dated February 27, 2008.

Executed this 13th day of February, 2009, in New York, New York.

/s / Thomas J. Kavaler
Thomas J. Kavaler
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EXHIBIT 1
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Bley, John 3/14/2008
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Bley, John 3/14/2008
Faje 3 Faigs &2
1 form of the question becanse I think it's 1 question again because i's ambiguons and T
Z ambiguous. 2 think the kst answer was very 1Csponsive
2 TITE WITNESS: I'll do my best based on 3 in ambiguous question,
g what my subjective underslanding of your 4 THE WITNESS: Mr, Raker, T'wve given you
5 question is. As one of the participams (hat L the best possible answer T could provide vou
& was engaged inthis public policy discussion, & 1o that question. Tdon't know how else |
this slupe one, if vou will, of the public 7 could sav it.
3 palicy formation process, it did not surprise & BY MR. BAKER:
3 tne when T would hear whar 2 conumumity group's 4 {0 Yos, lam expressing opiion; no, T'm
14 detinition of predaloty lending was and Lhat 10 nu; I'm ol sure what your question is. Those are
11 was usually a very broad definilion becawse 12 ihree possible answers.
~2 that was thelir mission as an grganization and 1z A And each one of those answers I would
_3 Gad bless them for it 13 feel would be deceptive.
_4 On the other hand, it would not 14 3 Okay., Do you have any opanion as to
th surprise me that parlicipanls in the fnancial 15 whelbher stakanents mads in Household's STC filings,
lE services induslry, Heemsees, would be 1€ ihe 10-Ka the 10-0s, filings with respect to
17 mnterested in the topie, would want to engage 17  securitizations were accurate?
18 in the wopic and would alse have a somewhat 1& A There are other experls thal address
14 natrower detinition of predatory lending than 19 the issuc of accuracy of securitics flings. Car
20 what the consumer groups would hiuve, And that | 20 responsibility was fo foeus primarily, and I'd say
22 I'd have my definition and Mizs Ghighen 27 i the point of exclusively on Sections A and B of
22 might have her definition, et cetera, et 122 Miss Ghiglieri's report dealing with predatory
23 cetera. But it would not surprise me if the 23 lending.
24 definition trom a person with the 24 3 If you go to Txhibit 1. which is vour
25 responsibilily of a senior management position 2% rtepaort, specifically Appendix A
Fage 3 Fago &7
1 of a finuneial institution, whether that's a 1 A Uh-hoh.
2 sub prime lender like Household or a bank 2 ¢ Does this st re[ect all the
3 would eome up wilh 4 definition that's similar 2 documents that vou and Mr. T.aSusa relied upon tor
4 to the detinitions I've secn senior managemeni 4 the opinions expressed in the report?
5 of Houschald undertake. T don't think those & A Tobe more precise, this is a st of
g are untcasonable detinitions at all coming & documents that were cited in our reporl.
7 from that particular part of the industry. 7 ¢ Arc there docurnents that you and
& And 1 think it would be g definition thal 8 Mr, LaSusa -- Tet me he more specific. You'll see
B would be gencrally understood by those &  there's a category here that says case specific
10 siphisticaicd in the tinancial instinations 10 decuments. That's the first heading there,
1- ingdustry, including sophisticated nvestors. 11 A& Yes
1z MR BAKER: Molion to soike that 1z ¢ And vou undersiand those to be
13 answer. 13 documents generated or exchanged during this case,
14 BY MR BAKER: 14 igthat correct?
13 )  lThequestion Tasked you is -- 15 A I believe this case which L guess would
1a MR, OWTN: Ohject to the motion to 16 include depositions we viewed m Luna, That's all
17 strike anything. Gu ahead, 17 part of this casc.
1a ME. BAKER: Jusl pipe down. 1% MR, OWEN: Generated for this case,
1% IBY MRE. BAKEL: 15 they wete praduced in this case.
A ) Are vou cxpressing -- he question was 20 WMR. BAKER: Just as long as we have a
21 simpie, 318 ¥OU CAPTCISNG any opinion, it's a ves 21 commaon understanding.
22 orno guestion. Are you expressing any opinion as 27 BY MR BAKFR:
Z3 1o whether Household's public statements regarding 3 (}  Solwantto know, under the casc
24 cngagerent in predatory lending were accurate? 24 specific documents, arc all the documents that you
25 MR, OWEN: I'm going to object to the i 25 relied upon [or the opinions expressad in the joint
16 (Zages 53 Zo ©l)
West Court Bocporling Serwvices B0C.545.3668 Ext. 1
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Litan, Ph. D., Robert E. 272772008
Confidential - Pursuant To The Crotectlve Order

Page 1
TH TEE USTTZD STATT3 2LSCRICT CCURT
HOEZHERY NT3TAi 0T OF ILL_Z0IS

EASTERM DIWLISION

LiweayeF, E. CATCD FEHSION FLiald,
or Zelalf of Lbse. £ oand 211

OLRets Simi.ariy 3irnaated,

va. : Lead Cazz Moo

HOLSTHOLD _XTTRNALLGHNAT, ZNC., : CE--4EY3

Doferdark,
COMELOTETIAL FURSUANL TS PROCTRCIIVE ORLER
Wzshingooa, 0.7,
Wednsasdey, February €7, 2008
Yideolkapnd Deposition of ROTERLD E. T I0AL,
PH.D'., & witnozs hersin, czlled for examinstion bv
Fansel for Flaintiflfs in the akeoveo-sno f'oc nailer,
parsuanl te nolics, the wlTnoas berz dAaly sworn oy

LOFTV OYOUMGE, a Hooary Public in ans Lor the Diszvics

LiveNote World Service 800.548.3668 Ext. 1
FFEfESR4-34da-4081-a T63-bbe 7583d8 a6



Case: 1:02-cv-05893 Document #: 1464 Filed: 02/13/09 Page 8 of 8 PagelD #:40173

Litan,

Fh. D.,

Robert E. 2/27/2008

Confidential - Pursuanrt To The Protective Order

=

MR OWEN: Five,

Fage T& Tegs Th|.
1 where it says. "What's predatory,” apd the Tederal 1 A, == 5 and if we look on page 2 ol her
2 Reserve Board guvemor, late Edward Gramlich, is 2 testimony, towand the bottom, she has a quote, or
2 guoted there ag saying, "The fact that we can't get 3 T'm quoting now from her teport that says, "A
4 a precise definilion shouldn't stop us.” He says, 4 predatory loan cypically combines several” -- T want
5 ' doesn't mean that this isn't a problem.™ Do 4 to underscore the word "several,” "of the following
& you sec that? & festurcs," and then she lists a vanely of things,
7 A, Yes, 7 zome of which are the same as the HUD-Treasuty, but
8 (. And do you agree with that? H others are different, and that's exactly the point.
o A, T hink that was a reyulatory alnmde 8 Here you've got the chief regulalur and the thrifts
10 that was not only reflected in Mr. — orin 10 giving a diffcrent list than what HUD- Treasury is
11 Dr Gramlich's statement, but it was retlected in a 11 doing. That's a perlecl cxample.
12  varety of states that werc lesting the boundaries 1z And second, in 3s, Seldman's view, 2 loan
13 of what predatory lending shonld be, and all that 13 isn' predutory unless it typically combines several
14 illustrates is -- this was made during the class 14 of these features, What Ma. Ghiglieri is talking
15 period, by the way. Ltillustrates that the whole 15 ahont in her report, ot ut least the nnplicit
14 issne was in fux and regulators throughout the 16 gssumption is that individual activilies of tis
17 country were trymg to define what it mneunt und whal 17 nature, even though they may be legal, arc prodalory
18 it did not mean. 28 m her view.
14 ). (hkay, but if vou ge on Tighl after that _a She never makes the point Lo my nowledge,
20 paragraph, il says. "But it there is diswgreement 20 and vou can correct me if [m wrong, thal soriething
21 over the definition of predatory lending” -- 21 is predatory only if you have several or g bunch of
2z A Uhluh 22 these things happening al onces, yet in Ms. Seidman's
23 ) --"there is at leasl cunsensus on 23 view, you need several. M, Ohiglieri fhinks well,
%4 practices comsidered predatory,” and then you're 24 maybe only one at a timme. [ don't know what
25 guated. 25 Dr Gramnlich was thinkieg, [ mean, vou eun't lell
Fags: = Fage 77
1 A, Ub-huh. ~ directly From bis statement, bat 1 think Lhere was
4 ). The aricle that you wrote -- 2 fair to say a tange of views about how many of thess
E A, Yeah, 3 activities, which activities would take place. Tt
4 ). --saving tha last vear, he issned a A just underscares my point there was no consensus on
S goport that identified these practices as predatory, 4 what practices and how marny of them would conglilue
& and practices listed there inclode loan flipping — & predatory lending, coupled with the thing that you
7 A, Uh-huh. 7 pointed out fairly, conlexl matters. 5o again we're
f (). - excessive fees, including large 8 back to you know it when you sce iL
% up-front charges and prepayment penalties that are o (. Soif you tum to page 3 ol Exlnbat 6 -
"0 ot related 1o the risk posed, extension o 1 A Okay, 3of6.
21 unattordable loans hased on the assets, nul the il {}. Exhibit6.
“ ¢ income of the bormower, outright traud or deceplion. TR AL Okay, okay,
_3 Do you agree these practices are predatory? ©3 Q. And the sceond to last paragraph, which is
4 MR, OWEN: | want to object to the form of _4  gquoting Senator Sarbanes, and the paragraph I'm
_%  the question. It doesn't appear that there are any _3 looking at is, "Others yuestion whether new laws can
* & guotatons here and T'm not sure that be 1s in fact 1% domuch good.” I'm sorry. He's oot quoting Senater
~ ¢ quoting Dr, 1itan. 17 Sarbanes, but Meil Miloer, who is Lhe execurive VP
8 A, He'scharaclerizing my report, and my 13 of the Comfirence of State Bank Examiners, wha says,
25 mport, as in fact you pointed out earlier, cites 12 "™If you look at lenders engaped in predatory
20 the HUD-Treasury study as idend frng these 27 practices, you find that their paperwork is
51 practives. Tdid not conclude that Lhere was any 21 absolutely excellent, commmented Milner, 'Every 1
2% definitive lisi. In fact, a perfect evidence of 2Z is doted and every T is crossed. Every regulation
2% that is let's go in Ms. Seidman's staternent that is 773 1s complied wilh, 20 the problem isn't complying
24 Exhibit Number -- #4  with the law, bul with an unscrupalous practice.™
25 25 Do you see that!
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