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GMAC Seeks Bank Status So It’s Eligible for Bailout 

By THE ASSOCIATED PRESS

Published: November 20, 2008 

GMAC Financial Services, the financing arm of General Motors, said Thursday that it had applied to the Federal Reserve to become a bank holding company, which would allow it to become eligible for aid under the Treasury’s $700 billion bank rescue plan.

The company said the change in status would shore up its capital position and allow it to continue providing automotive and mortgage financing.

GMAC is majority owned by private equity firm Cerberus, which also owns most of Chrysler. General Motors, which itself is running out of cash, owns a 49 percent stake.

GMAC also is starting cash tender offers to buy or swap debt held by its units and mortgage business Residential Capital for cash, new notes or preferred stock, in a move to boost capital levels and reduce debt.

With the move, GMAC would follow several other financial institutions — American Express, Goldman Sachs and Morgan Stanley — that have made similar applications in efforts to strengthen their financial positions.

