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Forward-Looking Statements and Non-GAAP
Financial Measures
This document contains forward-looking statements, within the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act, which reflect our
current views with respect to certain events that may affect our future performance. Statements that are not historical fact are forward-looking statements. Certain of these forward-looking statements can be identified by the use of words such as “believes,” “anticipates,”
“expects,” “intends,” “plans,” “projects,” “estimates,” “assumes,” “may,” “should,” “will,” or other similar expressions. Such forward-looking statements involve known and unknown risks, uncertainties and other important factors, which could cause actual results,
performance or achievements to differ materially from future results, performance or achievements expressed in these forward-looking statements. These forward-looking statements are based on our current beliefs, intentions and expectations. These statements are
not guarantees or indicative of future performance. Important assumptions and other important factors that could cause actual results to differ materially from those forward-looking statements include, but are not limited to, those factors, risks and uncertainties described
below and in more detail in our Annual Report on Form 10-K for the year ended December 31, 2013 and in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2014 under the caption “Risk Factors,” and in our other filings with the SEC.
Factors that could cause Walter Investment's results to differ materially from current expectations or affect the Company’s ability to achieve anticipated core earnings and EBITDA include, but are not limited to:
• In particular (but not by way of limitation), the following important factors and assumptions could affect our future results and could cause actual results to differ materially from those expressed in the forward-looking statements:
• local, regional, national and global economic trends and developments in general, and local, regional and national real estate and residential mortgage market trends in particular;
• continued uncertainty in the United States, or U.S., home sales market, including both the volume and pricing of sales, due to adverse economic conditions or otherwise;
• fluctuations in interest rates and levels of mortgage originations and prepayments;
• delay or failure to realize the anticipated benefits we expect to realize from past or future acquisitions including any indemnification rights;
• our ability to successfully develop our loan originations platforms;
• the occurrence of anticipated growth of the specialty servicing sector and the reverse mortgage sector;
• the effects of competition on our existing and potential future business, including the impact of competitors with greater financial resources and broader scopes of operation;
• our ability to raise capital to make suitable investments to offset run-off in a number of the portfolios we service and to otherwise grow our business;
• the availability of suitable investments for any capital that we are able to raise and risks associated with any such investments we may pursue;
• our ability to implement strategic initiatives, particularly as they relate to our ability to develop new business, including the development of our originations business, the implementation of delinquency flow loan servicing programs and the receipt of new business, all
of which are subject to customer demand and various third-party approvals;
• risks related to our acquisitions, including our ability to successfully integrate large volumes of assets and servicing rights, as well as businesses and platforms that we have acquired or may acquire in the future into our business, and our ability to obtain approvals
required to acquire and retain servicing rights and other assets in the future;
• risks related to the financing incurred in connection with past or future acquisitions and operations, including our ability to achieve cash flows sufficient to carry our debt and otherwise comply with the covenants of our debt;
• our ability to earn anticipated levels of performance and incentive fees on serviced business;
• changes in federal, state and local policies, laws and regulations affecting our business, including mortgage and reverse mortgage originations and/or servicing, and changes to our licensing requirements;
• changes caused by the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, including regulations required by the Dodd-Frank Act that have not yet been promulgated or have yet to be finalized;
• changes in the Consumer Financial Protection Bureau, or CFPB's, mortgage loan servicing and origination rules;
• increased scrutiny and potential enforcement actions by federal and state agencies, including pending investigations by the CFPB and the Federal Trade Commission and the investigation by the Department of Housing and Urban Development, or HUD.
• uncertainty related to inquiries from government agencies into foreclosure, loss mitigation, loan servicing transfers and lender-placed insurance practices;
• uncertainties related to regulatory pressures on large banks related to their mortgage servicing, as well as regulatory pressure on the rest of the mortgage servicing sector;
• uncertainties related to our ability to meet increasing performance and compliance standards, such as those of the National Mortgage Settlement, and reporting obligations and increases to the cost of doing business as a result thereof;
• changes in regards to the rights and obligations of property owners, mortgagors and tenants;
• our ability to remain qualified as a government-sponsored entity, or GSE, approved seller, servicer or component servicer, including the ability to continue to comply with the GSEs’ respective loan and selling and servicing guides;
• changes to the Home Affordable Modification Program, or HAMP, the Home Affordable Refinance Program, or HARP, the Home Equity Conversion Mortgage, or HECM, Program or other similar government programs;
• loss of our loan servicing, loan origination, insurance agency, and collection agency licenses;
• uncertainty relating to the status and future role of GSEs;
• uncertainties related to the processes for judicial and non-judicial foreclosure proceedings, including potential additional costs, delays or moratoria in the future or claims pertaining to past practices;
• unexpected losses resulting from pending, threatened or unforeseen litigation or other third-party claims against the Company;
• changes in public or client or investor opinion on mortgage origination, loan servicing and debt collection practices;
• the effects of any changes to the servicing compensation structure for mortgage servicers pursuant to programs of government-sponsored entities or various regulatory authorities; changes to our insurance agency business, including increased scrutiny by federal
and state regulators and GSEs on lender-placed insurance practices and restrictions on our insurance agency’s receipt of commissions on lender-placed insurance;
• the effect of our risk management strategies, including the management and protection of the personal and private information of our customers and mortgage holders and the protection of our information systems from third-party interference (cyber security);
• changes in accounting rules and standards, which are highly complex and continuing to evolve in the forward and reverse servicing and originations sectors;
• uncertainties relating to interest curtailment obligations and any related financial and litigation exposure;
• the satisfactory maintenance of effective internal control over financial reporting and disclosure controls and procedures;
• our continued listing on the New York Stock Exchange, or the NYSE; and
• the ability or willingness of Walter Energy, Inc., or Walter Energy, our prior parent, and other counterparties to satisfy material obligations under agreements with us.
To supplement Walter Investment’s consolidated financial statements prepared in accordance with GAAP and to better reflect period-over-period comparisons, Walter Investment uses non-GAAP financial measures of
performance, financial position, or cash flows that either exclude or include amounts that are not normally excluded or included in the most directly comparable measure, calculated and presented in accordance with GAAP. NonGAAP financial measures do not replace and are not superior to the presentation of GAAP financial results, but are provided to offer investors a means of evaluating our core operating performance and improve overall
understanding of Walter Investment’s financial performance.
Specifically, Walter Investment believes the non-GAAP financial results provide useful information to both management and investors regarding certain additional financial and business trends relating to financial condition,
operating results and cash flows. In addition, management uses these measures for reviewing financial results and evaluating financial performance and cash flows. The non-GAAP adjustments for all periods presented are
based upon information and assumptions available as of the date of this presentation. Reconciliations can be found in our press release dated May 8, 2014.
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Use of Non-GAAP Measures and Definitions
Generally Accepted Accounting Principles ("GAAP") is the term used to refer to the standard framework of guidelines for financial accounting. GAAP includes the standards,
conventions, and rules accountants follow in recording and summarizing transactions and in the preparation of financial statements. In addition to reporting financial results in
accordance with GAAP, the Company has provided the following non-GAAP financial measures in this presentation: Core Earnings, Adjusted EBITDA and Available Cash. See the
definitions below for a description of how these items are presented and see the Non-GAAP Reconciliations for a reconciliation of these measures to the most directly comparable
GAAP financial measures.
Management considers Core Earnings, Adjusted EBITDA and Available Cash to be useful to help better understand the Company’s f inancial performance, competitive position and
prospects for the future. Core Earnings and Adjusted EBITDA are utilized to assess the underlying operational performance of the continuing operations of the business. In addition,
analysts, investors, and creditors may use these measures when analyzing the Company’s operating performance. In addition, the Company manages the business based upon the
achievement of Core Earnings, and Adjusted EBITDA and to have a basis to compare underlying operating results to prior and future periods. Management believes Available Cash
is useful as a supplemental indicator of the cash capable of being generated by the business during the relevant period and f or that purpose considers the values of the OMSRs
created during the period as equivalent to cash on the assumption that such OMSRs could have been sold during the period for cash equivalent to their fair value reflected in our
books. There can be no assurance that the OMSRs could have been sold during the period for cash equivalent to their fair value reflected in our books. Available Cash does not
represent residual cash flow and is not necessarily available for investment, as some or all of it may be required for debt service and other working capital needs.
Use of the terms Core Earnings, Adjusted EBITDA and Available Cash may vary from other companies in the Company’s industry, as they are not presentations made in accordance
with GAAP. These measures should not be considered as alternatives to (1) net income (loss) or any other performance measures determined in accordance with GAAP or (2)
operating cash flows determined in accordance with GAAP. These measures have important limitations as analytical tools, and should not be considered in isolation or as substitutes
for analysis of the Company’s results as reported under GAAP. Because of these limitations, these measures should not be considered as measures of discretionary cash available to
the Company to invest in the growth of its business.
Core Earnings is a metric that is used by management to exclude certain items in an attempt to provide a better metric to evaluate our Company’s underlying key drivers and the core operating
performance of the business, exclusive of certain adjustments and activities that management considers to be unrelated to the underlying economic performance of the business for a given period.
Core Earnings is defined as net income (loss) before income taxes plus certain depreciation and amortization costs related to the increased basis in assets, including servicing and sub-servicing
rights, acquired within business combination transactions, or step-up depreciation and amortization, transaction and integration costs, share-based compensation expense, non-cash interest
expense, the net impact of the Non-Residual Trusts, fair value to cash adjustments for reverse loans, and certain other cash and non-cash adjustments, primarily including severance expense and
certain other non-recurring start-up costs.
Core Earnings excludes unrealized changes in fair value of MSRs that are based on projections of expected future cash flows and prepayments. Core Earnings includes both cash and non-cash
gains from forward mortgage origination activities. Non-cash gains are net of non-cash charges or reserves provided. Core Earnings includes cash gains for reverse mortgage origination activities.
Core Earnings may also include other adjustments, as applicable based upon facts and circumstances, consistent with the intent of providing investors a means of evaluating our core operating
performance.
Adjusted EBITDA eliminates the effects of financing, income taxes and depreciation and amortization by focusing on our profitability. Adjusted EBITDA is defined as net income (loss) before
income taxes, depreciation and amortization, interest expense on corporate debt, transaction and integration related costs, the net impact of the Non-Residual Trusts and certain other cash and
non-cash adjustments primarily including severance expense, the net provision for the repurchase of transferred loans and certain other non-recurring start-up costs. Adjusted EBITDA includes
both cash and non-cash gains from forward mortgage origination activities. Adjusted EBITDA excludes the impact of fair value option accounting on certain assets and liabilities and includes cash
gains for reverse mortgage origination activities. Adjusted EBITDA may also include other adjustments, as applicable based upon facts and circumstances, consistent with the intent of providing
investors a means of evaluating our operating performance.
Available Cash is calculated as Adjusted EBITDA, as described above, less capital expenditures and cash paid for corporate debt interest exp ense and income taxes.
2014 Estimated Adjusted EBITDA, 2014 Estimated Core Earnings and other amounts or metrics that relate to future earnings projections are forward-looking and subject to significant
business, economic, regulatory and competitive uncertainties, many of which are beyond the control of Walter Investment and its management, and are based upon assumptions with
respect to future decisions, which are subject to change. Actual results will vary and those variations may be material. Nothing in this presentation should be regarded as a
representation by any person that this target will be achieved and the Company undertakes no duty to update this target. Please refer to the introductory slides of this presentation, as
well as additional disclosures in this Appendix and in our Form 10-K and other filings with the SEC, for important information regarding Forward Looking Statements and the use and
limitations of Non-GAAP Financial Measures. Because we do not predict special items that might occur in the future, and our outlook is developed at a level of detail different than that
used to prepare GAAP financial measures, we are not providing a reconciliation to GAAP of our forward-looking financial measures presented herein.
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Walter Investment Overview

Servicing &
Complementary
Businesses
Walter Capital
Opportunity Corp.

Originations

Diversified Business Centered in the Mortgage Servicing Sector
 Value added business model designed to align interest  Forward Originations business focused on retention
with owners of credit / GSEs and consumers

opportunity

 Focus on stable, recurring fee based-revenue streams  Reverse Mortgage business a leading issuer and
generated by servicing and ancillary businesses

highly regarded servicer in reverse mortgage sector

 Received strong servicer ratings from S&P, Moody's,

 Investment Management business manages third-party

Fitch and FNMA

 Complementary businesses leverage the 2.3 MN unit
servicing portfolio

assets, driving fee-based revenue

 Transition toward “Capital Light” model underway with
WCO
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Selected Business Highlights Second Quarter 2014, to Date

Servicing, ARM &
Insurance

• Serviced UPB has grown slightly from Q1 levels through MSR acquisitions
and additions from originations platform.
• ARM acquired $3.3 BN UPB portfolio with future flow options.
• Regulatory and compliance matters remain areas of strong focus and
effort.

Originations

• QTD HARP pull-through adjusted locked monthly volumes are higher than
monthly averages in Q1 2014 with some improvement in margins.
• QTD pull-through adjusted locked volumes in the correspondent channel
of approximately $2 BN. Channel experiencing margin compression.

Reverse Mortgage

• QTD originations volumes have shown modest improvement as compared
to Q1 2014; Retail origination channel generating over 20% of production.
• Profitability remains challenging reflecting product changes and other
regulatory costs.

Asset Management

• Completed liquidation of managed portfolio and will record significant
performance fees in Q2.
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Earnings Transition
70 – 75% of 2014 AEBITDA Contribution
Expected from High-Margin, Fee-Based,
Recurring Revenue Streams

AEBITDA Contribution by Business Line
$ in millions

$168

 Servicing, Reverse and Ancillary businesses
generated 82% of Q1 2014 AEBITDA

$140

 Earnings contribution from recurring, fee-based
revenue streams increased 33% as compared to
Q1 2013

$36

 Increased recurring contribution driven by:
•

Strong earnings in Servicing segment from
increase in serviced UPB

•

Solid contributions from ARM, Insurance, Asset
Management and Other businesses

$30
$138

$104

 HARP retention opportunity, measured
expansion of retail and correspondent channels
and focus on cost efficiencies expected to drive
profitability in Originations business
Q1 2013
Servicing, Reverse and Ancillary

Q1 2014
Forward Originations
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Market Outlook and Sector Fundamentals Positioned
to Drive Value Creation
Market Outlook
 Improving economic conditions expected to lower delinquencies and defaults
 Interest rates expected to increase along the forward curve
 Anticipate changes related to GSE reform to be gradual
 Heightened regulatory scrutiny of sector

Sector Fundamentals
 Clients/Depositories focused on “Core” clients
• Sale or outsource of “Non-Core” servicing
 Regulatory environment driving need for scale, capital, high level of compliance, strong
reputation and track record of performance
• Presents significant barrier to entry

 Credit sensitive assets present $3 - $4 TN market opportunity
 Return of private capital will drive “Serviced for Others” opportunity

• Non-conforming/credit sensitive fit
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Reconciliation of GAAP Balance Sheet to Non-GAAP
Adjusted Balance Sheet
GAAP
Consolidated
Balance Sheet
Cash and Cash Equivalents
$
562.7
Restricted Cash
701.9
Residential Loans
11,727.50
Receivables, Net
271.7
Servicer and Protective Advances, Net
1,400.4
Servicing Rights, Net
1,676.5
Goodwill and Intangibles, Net
774.90
Other Assets
368.70
TOTAL ASSETS
$
17,484.3

Balance Sheet Highlights

$ in millions except per share amounts

Payables and Accrued Liabilities
Servicer Payables
Servicing Advance Liabilities
Debt, Net
Mortgage-Backed Debt, Net
HMBS Related Obligations
Deferred Tax Liability
TOTAL LIABILITIES

$

$

604.5
626.6
996.5
2,922.1
1,844.5
9,167.0
130.9
16,292.1

EQUITY (Net Assets)

$

1,192.2

Equity in Non-Recourse Items
TOTAL EQUITY
(1)

(1)

Non-Recourse
$
0.1
68.3
10,967.1
39.3
101.5

Adjusted
562.6
633.6
760.4
232.4
1,298.9
1,676.5
774.9
291.1
$
6,230.4
$

$

77.6
11,253.9

$

7.8

$

11,117.0

$

596.7
626.6
898.8
2,922.1
130.9
5,175.1

$

136.9

$

1,055.3

$

97.7
1,844.5
9,167.0

 Equity in Non-Recourse assets and
liabilities of $136.9 MN includes
•

~$270 MN of residual interest in
legacy Walter Investment portfolio

•

Net fair value liability of ~$102 MN
in Reverse Mortgage business
representing deferred income for
GAAP (non-cash)

•

Net fair value liability of ~$44 MN
associated with mandatory cleanup call obligation in Non-Residual
Trusts

•

$13 MN of equity in servicer
advance trusts

136.9
1,192.2

The “non-recourse” liabilities and the assets pledged as collateral to satisfy these non-recourse liabilities are included in separate entities considered
to be variable interest entities and requires to be consolidated with the Company for GAAP purposes.
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Reconciliation of Available Cash to Net Increase in Cash and Cash
Equivalents
($ in millions)

Income before income taxes
Adjusted EBITDA

$
$

Less:
Cash Interest Expense on Corporate Debt
Cash Taxes
Capital Expenditures
Available Cash

For the three months
For the three months
LTM
ended
For the year ended
ended
03/31/2014
03/31/2014
12/31/2013
03/31/2013
395.3 $
29.0 $
412.8 $
46.5
719.5 $
167.8 $
691.7 $
140.0

(103.8)
(71.1)
(37.9)
$

Net working capital, including net activity for servicing advances (1)
Investment in retained OMSRs (2)
Net investment in originations activity (3)
Acquisitions, including related transaction costs (4)
Net borrowings of corporate debt (5)

506.7 $

(298.9)
(239.1)
(11.9)
(547.2)
528.3

(20.2)
24.5
(4.5)
167.6 $

(44.4)
(52.6)
39.4
(34.6)
(4.6)

(100.7)
(96.8)
(38.6)
455.6 $

(145.0)
(187.8)
(91.7)
(1,303.6)
1,322.3

Net increase in cash and cash equivalents

$

(62.1) $

70.8 $

49.8 $

Cash flows provided by (used in) operating activities
Cash flows provided by (used in) investing activities
Cash flows provided by (used in) financing activities

$
$
$

(1,193.4) $
(2,230.0) $
3,361.3 $

407.5 $
(202.3) $
(134.4) $

(1,810.5) $
(3,776.1) $
5,636.4 $

(1)
(2)
(3)
(4)
(5)

(17.1)
(1.2)
(5.2)
116.5

109.5
(1.3)
(40.4)
(791.0)
789.4
182.7
(209.6)
(1,748.4)
2,140.7

Primarily represents net working capital and net change associated with our servicing advance liabilities.
Represents originated MSRs that have been capitalized upon transfer of loans.
Represents originations activity including purchases and originations of residential loans held for sale, proceeds from sale and payments on residential loans held for sale,
net change in master repurchase agreements associated with residential loans held for sale and total net gains on sales of loans less gain on capitalized servicing rights.
Represents payments for acquisitions of businesses net of cash acquired, acquisitions of servicing rights and transaction & integration costs incurred as a result.
Represents proceeds from issuance of debt net of debt issuance costs and payments made during the period.
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Key Investment Highlights

1

Walter Investment is achieving strong execution against strategic
initiatives

2

Key growth drivers intact as pipeline remains robust and
depositories focus on “core” clients

3

Originations business transitioning with retail and correspondent
channel build out and as non-conforming opportunity is explored

4

Maintaining focus on transition toward “capital light” model with
WCO as the catalyst

5

More change is coming to the sector as the “new” mortgage
market landscape is developed

Walter Investment is uniquely positioned to capitalize on the significant opportunity.
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