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VERIFIED STOCKHOLDER DERIVATIVE COMPLAINT  

Plaintiff Christopher Vargoshe (“Plaintiff”), by and through his undersigned 

attorneys, brings this stockholder derivative action on behalf of Nominal Defendant 

Rocket Companies, Inc. (“Rocket” or the “Company”) and against the Company’s 

controlling stockholders for breach of fiduciary in using Rocket’s non-public 

information to sell stock and avoid material losses. 

Plaintiff makes these allegations upon personal knowledge as to those 

allegations concerning himself and, as to all other matters, upon the investigation of 

counsel, which includes without limitation: (a) review and analysis of public filings 
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made by Rocket and other related parties with the United States Securities and 

Exchange Commission (“SEC”); (b) review and analysis of press releases; 

interviews; other publications describing statements by certain of the Defendants 

and other related nonparties; (c) review of news articles, stockholder 

communications, and postings on Rocket’s website concerning the Company; 

(d) review of Rocket’s corporate governance documents and its “Operating 

Agreement” and “Exchange Agreement” and its non-public “Insider Trading Policy” 

and other publicly available information concerning Rocket and the Defendants; and 

(e) review and analysis of certain (partially redacted) books and records produced 

by Rocket in response to Plaintiff’s demand for books and records made pursuant to 

8 Del. C. §220 of the Delaware General Corporation Law. 

NATURE AND SUMMARY OF THE ACTION 

1. This is a stockholder derivative action brought on behalf of and for the 

benefit of Rocket against Rocket’s controlling stockholders for disgorgement of 

insider trading profits and other damages caused by the controllers’ fiduciary 

breaches.   

2. Rocket is controlled by Daniel Gilbert (“Gilbert”) and Rock Holdings, 

Inc. (“RHI”), which is the Gilberts investment vehicle that is the majority 

stockholder of Rocket.  A majority of Rocket’s board of directors (the “Board”) are 

also officers and/or directors of RHI. 
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3. Despite non-public material information about   

 

 

 as detailed herein, Company officers continued to tout and report regular 

optimistic guidance about its business that was   In 

fact, on February 25, 2021, Rocket issued a press release titled, in part, “Rocket 

Companies Experiences Explosive Growth,” which announced the Company’s 

financial results for the fourth quarter and full year of 2020.  That press release 

included a materially false and misleading statements about the then current state of 

Rocket’s business. 

4. On February 25, 2021, Rocket shares were trading at $19.90 per share, 

and on March 2, 2021, Rocket shares finished trading at $41.60, more than a 100% 

gain in less than a week as the market digested Rocket’s guidance and investors bid 

up the stock.  

5. On March 3, 2021, Rocket CEO Jay Farner (“Farner”), presented on 

Rocket to analysts and investors at the Morgan Stanley Technology, Media, and 

Telecom Conference.  In response to an analyst question about how Rocket would 

fare with rising interest rate environments, Farner stated that Rocket had positioned 

itself “so we can protect our margin in all different interest rate cycles and grow our 

company.”  These reports, and other comments made by Rocket executives during 
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Rocket calls with analysts, artificially boosted Rocket’s stock price in the weeks 

before March 29, 2021. 

6.  the February 25, 2021 press release and the March 3, 2021 

call, a March 23, 2021 internal Finance Overview Presentation by CFO Julie Booth 

(“Booth”) to Rocket’s Board provided  

 

7. On March 29, 2021, just two days before the end of Rocket’s Q1 2021, 

and six days after it was approved to do so by the Audit Committee, Gilbert and J., 

through RHI, sold $500 million in Rocket stock despite having actual or constructive 

knowledge of material, non-public information about Rocket.  The Form 4 filed on 

March 31, 2021 disclosed that RHI sold 20,200,000 million shares of class A 

common stock at $24.75 a unit, for total proceeds of $499.95 million. 

8. Then, on May 5, 2021, Rocket issued a press release announcing its 

first quarter results and second quarter outlook.  Rocket reported that it was on track 

to achieve closed loan volume within a range of only $82.5 billion and $87.5 billion 

and gain on sale margins within a range of only 2.65% to 2.95% for the second 

quarter of 2021.  At the mid-point, this gain on sale margin estimate equated to a 

239 basis point decline year-over-year and a 94 basis point decline sequentially, 

which represented the Company’s lowest quarterly gain on sale margin in two years. 
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9. Also during a May 5, 2021 earnings call, Booth admitted that the trend 

toward shrinking gain on sale margins began “at the end of Q1” and that the 

Company did see “primary/secondary spread compression at the end of Q1[.].”  In 

fact, what insiders knew but did not disclose was that  

 

 

 

 presented on March 23, 2021 (but obviously 

prepared before that) and known at Rocket by Gilbert well before the massive insider 

sales by RHI. 

10. On this news, the Company’s stock fell from $22.80 per share when the 

market closed on May 5, 2021 to $19.01 per share when the market closed on May 

6, 2021.  As the market continued to consume the bad news in the following days, 

the price of Rocket Class A common stock continued to fall, to a low of just $16.48 

per share by May 11, 2021.   

11. Using the Company’s insider information in breach of their fiduciary 

duties, Defendants were able to sell shares at a far higher price and achieve tens of 

millions of dollars in illicit, windfall trading profits. 
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THE PARTIES 

12. Plaintiff is a current and continuous beneficial stockholder of Rocket.  

He purchased his Rocket securities on March 3, 2021, has held these shares since, 

and will continue to hold Rocket shares throughout the pendency of this action.  

Plaintiff will fairly and adequately represent the interests of the stockholders in 

enforcing the rights of the Company. 

13. Nominal Defendant Rocket is a Delaware corporation with principal 

executive offices located at 1050 Woodward Avenue, Detroit, Michigan.  The 

Company’s Rocket Mortgage business is the largest mortgage originator in the U.S. 

14. Defendant Gilbert is the Company’s Chairman of the Board, a position 

he has held since March 2020.  Gilbert is the founder of Quicken Loans, where he 

has been the Chairman since 1985.  Gilbert is a member of the Compensation 

Committee and a member of the Nominating and Corporate Governance Committee.   

15. Defendant RHI operates as a holding company located at 1050 

Woodward Avenue, Detroit, Michigan—the same address as Rocket.  RHI was the 

sole stockholder of Rocket before Rocket completed its IPO in August 2020, and 

became the principal stockholder after the IPO.  RHI is the majority and controlling 

stockholder of Rocket and several other businesses and operating subsidiaries of 

Rocket.  Gilbert is the majority owner of RHI and the Chairman of its board of 
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directors.  As of March 31, 2021, RHI had approximately a 93% interest in Rocket 

Companies. 

16. Gilbert and RHI are collectively referred to herein as the “Defendants.” 

BACKGROUND OF THE COMPANY  

17. Rocket is the largest mortgage originator in the U.S., with an estimated 

9.2% market share as of March 31, 2020.  The Company operates two primary 

segments: (i) the Direct-to-Consumer segment; and (ii) the Partner Network 

segment. 

18. In its Direct-to-Consumer segment, Rocket directly interacts with 

clients and potential clients using various performance marketing channels.  In its 

Partner Network segment, Rocket partners with third parties who utilize the 

Company’s platform to provide their clients with mortgage solutions. 

19. Rocket’s mortgage origination business generates revenues primarily 

from the gain on sale of loans, which includes loan origination fees, revenues from 

sales of loans into the secondary market, as well as the fair value of originated 

mortgage serving rights and hedging gains and losses.  One of the most important 

metrics in measuring Rocket’s financial performance is the Company’s gain on sale 

margin, which refers to the Company’s net gain on sale of loans divided by the net 

rate lock volume for the period, excluding all reverse mortgage activity.  Net rate 

lock volume refers to the unpaid principal balance of loans issued by the Company 
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subject to interest rate lock commitments, net of certain factors identified by the 

Company. 

20. Technically, the gain on sale margin refers to the “gain on sale of loans, 

net divided by net rate lock volume for the period, excluding all reverse mortgage 

activity.”  In layman’s terms, the gain on sale margin is the difference between the 

prices at which Rocket originates (or acquires) a mortgage, and then sells on that 

loan into the secondary market, including any fees it earns along the way.  The higher 

Rocket’s gain on sale margin, in other words, the higher its revenue.1 

21. The gain on sale margin is viewed by investors as a core measure of 

Rocket’s profitability.  The Registration Statement for Rocket’s IPO represented that 

Rocket was experiencing a historic surge in demand for the Company’s products, 

which had resulted in record-setting “gain on sale” margin.  The Registration 

Statement further represented that, for the first six months of 2020, Rocket 

preliminarily estimated it had achieved over $124 billion in closed loan origination 

volume, compared to $54 billion in the prior year period, and a gain on sale margin 

                                                 
1 Rocket’s gain on sale margin varies by segment.  Rocket’s Consumer Segment 
enjoys higher gain on sale margins than Rocket’s Partner Segment, because it allows 
Rocket to originate mortgages in-house.  At the same time, the Consumer Segment 
involves higher customer acquisition, marketing, and overhead costs.  By contrast, 
because the Partner Segment originates or obtains margins primarily through 
referrals, it enjoys lower gain on sale margins, but at the benefit of minimal client 
acquisition and marketing costs. 
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of 5.10% to 5.25%, compared to 3.19% gain on sale margin for fiscal 2019.  The 

Registration Statement stated that Rocket had “significant opportunity for continued 

growth as we advance and leverage our technology, brand, scale and commitment to 

providing an exceptional client experience.” 

22. In 2020, more than 95% of Rocket’s $15.74 billion in revenue was 

generated by a net gain on sale of loans of $15.07 billion.  Rocket’s 2020 gain on 

sale margin increased by 127 basis points over what it had been in 2019.  This helped 

drive a 206.9% increase in Rocket’s gain on sale of loans revenue between 2019 and 

2020, from $4.9 billion to $15.1 billion. 

THE DEFENDANTS CONTROL ROCKET 

23. Gilbert founded Rocket and maintains control of Rocket through RHI.  

Rocket in its SEC filings refers to RHI as its “principal stockholder” and admits that 

“[t]he overlap and the ownership of RHI equity interests may lead to actual or 

apparent conflicts of interest with respect to matters involving or affecting the 

Company and the RHI Affiliated Entities.”  

24. According to the Form 4 filed on March 31, 2021 by RHI and the 

Company’s Proxy Statement filed with the SEC on April 14, 2021, Gilbert is the 

majority stockholder of RHI, serves as the chairman of RHI’s Board, and had voting 

and dispositive control and beneficial ownership with respect to the shares of the 
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Rocket’s common stock held of record by RHI.  Following RHI’s insider selling, 

RHI continues to maintain approximately 93% interest in Rocket. 

25. RHI’s and Gilbert’s ownership of Rocket is held through a complex 

arrangement involving RKT Holdings, LLC and “holdings units,” which are 

nonvoting common interest units of RKT Holdings.  Prior to Rocket’s IPO, the 

Company reorganized its ownership structure, under which Gilbert and RHI were 

issued more than 1.9 billion Holdings Units.  Pursuant to an exchange agreement 

executed upon the close of the IPO, RHI and Gilbert have the right to exchange these 

Holdings Units (along with a corresponding number of shares of Class C or Class D 

stock) for shares of Rocket’s Class A or Class B common stock, at the Company’s 

choice.  Under this agreement, RHI and Gilbert may commence such an exchange 

by filing a notice of exchange with the Company.   

26. RHI also has operational control of Rocket, and the two companies 

share leadership structures: Gilbert serves as the Chairman of both Rocket and RHI; 

Gilbert’s wife Jennifer Gilbert (“J. Gilbert”) serves as a director of both Rocket and 

RHI; Rocket CEO and Vice Chairman Farner serves as the CEO of both Rocket and 

RHI, and serves as Rocket’s Vice Chairman and as a director of Rocket; and Rocket 

director Matthew Rizik (“Rizik”) serves as a director of both Rocket and RHI serves 

as RHI’s Treasurer, CFO, and Chief Tax Officer.  
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27. Rocket acknowledges being a “controlled company” for the purposes 

of the rules and corporate governance standards of the New York Stock Exchange 

(“NYSE”).  As a controlled company, Rocket has elected not to comply with certain 

corporate governance requirements that ordinarily protect stockholders, including 

that the majority of the Board, its compensation committee, and its nominating 

committee consist of independent directors.  Rocket acknowledges that Gilbert, J. 

Gilbert, Farner, and Rizik—who constitute a majority of the Board—are not 

independent. 

28. Despite this express and known conflict with RHI, Rocket had no 

conflicts committee at the time of the RHI stock sale or the wrongdoing alleged 

herein and continues to operate without a conflicts committee that could review and 

report to the Board regarding potential conflicts of interest of directors and review 

and approve Company policies and procedures with respect to related party 

transactions and make amendments to such policies and procedures as deemed 

necessary or appropriate from time to time. 

DEFENDANTS’ KNOWLEDGE OF ADVERSE, 
NON-PUBLIC INFORMATION OF ROCKET  

 
29. On February 25, 2021, Rocket issued a press release titled, in part, 

“Rocket Companies Experiences Explosive Growth,” which announced the 

Company’s financial results for the fourth quarter and full year of 2020 (the “FY20 
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Release”).  The FY20 Release included not just historic results, but it also gave 

estimates of near-term results.  Rocket claimed that it continued to experience gain 

on sale margin growth year-over-year, stating that for the first quarter of 2021 

Rocket expected “[g]ain on sale margins of 3.60% to 3.90%,” which would represent 

an improvement of 35 to 65 basis points compared to 3.25% in the first quarter of 

2020.” 

30. The Company reported closed loan origination volume of $107.2 

billion and gain on sale margin of 4.41% for the fourth quarter of 2020.  Rocket 

emphasized that it had “[i]ncreased gain on sale margin by 100 basis points year 

over-year” during the quarter and “[i]ncreased gain on sale margin by 127 basis 

points year-over-year to 4.46%” for the full-year period. Rocket also announced a 

special dividend of $1.11 per share of Class A common stock.  Farner commented 

on the results, attributing “Rocket Companies’ record-breaking fourth quarter and 

full year 2020 results” and the recently announced special dividend to Rocket’s 

“highly profitable and capital light business model.”  

31. On the same day, Rocket held an earnings conference call with analysts 

and investors to discuss Rocket’s fourth quarter and full-year 2020 results, hosted 

by Farner, Booth, and COO Robert Dean Walters (“Walters”).  In her prepared 

remarks, Booth repeated the gain on sale margin guidance provided in the FY20 

Release and claimed that Rocket had “finished 2020 on a particularly strong note” 
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as evidenced by “the continued strength and momentum of the Rocket platform.”  

Booth also stated in pertinent part as follows: “The Rocket platform is built to 

perform and grow in the largest, most complex markets.  Our infrastructure also 

leads to a highly efficient economic model with substantial operating leverage.  Our 

2020 results demonstrate Rocket’s ability to drive increased scale from a single 

platform with limited incremental cost.” 

32. During the question-and-answer portion of the call, certain Rocket 

officers claimed that Rocket remained in an extraordinary favorable market 

environment.  For example, Farner described the real estate market as “red hot” and, 

in response to an analyst question, stated that demand remained at record highs.  

Farner downplayed the Company’s sensitivity to rising interest rates, stating in 

pertinent part that: 

We’re seeing strong consumer demand especially in the housing 
market. I mean, it’s the strongest that it’s been here in the last 
decade. And current rates are still incredibly low.  So that means it’s 
very affordable to buy a home. 
 
 And there’s still millions of Americans out there that can save 
well over $100 a month on their monthly payment by refinancing their 
home.  There are also many Americans out there that are looking to 
invest in their home: home improvements and those sorts of things.  
So like I said, we’re seeing strong consumer demand. I know Julie’s 
given the guidance for the next quarter, which is kind of where 
we’re willing to go at this point in time.  I’ll draw your attention to 
the fact that overall, we were able to grow volume twice as fast as the 
industry in 2020.  And so when we think about our opportunity to 
invest in marketing, invest in technology and continue to grow market 
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share in 2021, we feel very strong about that.  And we think that, that 
investment – it will not only grow our market for mortgage and real 
estate, but it’ll start feeding these other businesses like I talked about: 
auto, for example, on our platform. 
 

[Emphasis supplied.] 
 
33. Similarly, Booth responded to an analyst question about where the 

Company’s gain on sale margins were heading “directionally” over the course of the 

year by reaffirming that the Company was benefiting from abnormally high demand 

and claiming that “margins are still well ahead of where they were a year ago.”  

Booth further represented that this favorable “momentum” was continuing and that 

Rocket’s competitive advantages allowed it to maintain “profitability in any 

environment,” as reflected in the following exchange: 

James Eugene Faucette – Morgan Stanley, Research Division – MD 
 
That’s really useful.  And Julie, you did give very specific guidance for 
first quarter.  So we appreciate that.  How should we think about, 
particularly the evolution of gain on sale through the course of the 
year, at least directionally?  And any color you can give us to help us 
think about like what the current environment is for selling of loans 
and how you’re anticipating that, roughly, to evolve over the year? 
 
R. Booth – Rocket Companies, Inc. – CFO & Treasurer 
 
Yes.  Sure.  First of all, say, we’re still in a very strong demand 
environment with the Fed buying 95% or so of all conforming 
mortgage production today.  The demand environment’s very strong. 
One thing to remember about us, as well, as a market leader, we also 
benefit from the scale of our business when we execute into the 
secondary market.  So we have advantages because of that, so we’ve 
seen gain-on-sale margins of 4.52% in Q3 of this year.  And then we 
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saw continued strength as we came into Q4, coming in at 4.41%.  And 
then as we look ahead into Q1, our expectations, as I said, for gain-
on sale margins are between 3.6% and 3.9%, and this is up from 
3.25% in Q1 of last year.  So margins are still well ahead of where  
they were a year ago.  And then I’ll also point out at the same time, 
we’re still seeing strong closed loan volume.  Our closed loan volume 
in Q4 of $107 billion and then looking ahead into Q1, between $98 
million and $103 billion: with those numbers, that would be the second 
biggest quarter in our company’s history.  So to put this in perspective, 
just a little bit more, the midpoint for our guidance is roughly 95% 
higher than our Q1 volume.  So the flexibility of our platform that 
we’ve talked about allows us to really run our business for long-term 
growth and for profitability in any environment. And we’re really 
feeling good about the momentum that we’re seeing. 

 
[Emphasis supplied.] 

 
34. Later in the conference call, Walters represented that Rocket was able 

to maintain the “consistency of those margins” even in a rising interest rate 

environment because of the Company’s competitive advantages, such as its brand 

and multi-channel platform, stating in pertinent part as follows: 

Yes, Dave, I think it’s a good question. I t’s important in a lot of 
ways, when interest rates have risen in the past, those have been when 
we’ve made some of our most powerful share gains.  We have a lot of 
advantages that our competitors don’t have.  And Jay and Julie 
touched on because of the brand, because of our brand, there’s only 
1 national mortgage brand, it really allows for the consistency of 
those margins.  So not only are we able to protect those, but also gain 
share in these sorts of environments.  And there’s a lot of different 
areas that we are gaining those shares.  We have we have multiple 
channels. A lot of our competitors don’t have those multiples. And we 
talked about the Pro channel.  And we talk – certainly the direct-to-
consumer channel.  And there’s also a pretty persistent market of less 
interest rate-sensitive products, whether it be mortgage insurance, 
whether it be equity extraction.  So cash out, we know that homes have 
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risen in an incredible amount.  The amount of equity in the market is 
really substantial.  That is – that is something that really will drive the 
market in the years to come.  And then there’s also a very, very robust 
purchase market and – that we’re very active in.  So you asked for that 
ideal, that ideal channel or ideal is really – it is these sorts of markets 
that we have grown in the past and taken advantage of a lot of the 
attributes that we have that our competitors don’t. 

 
[Emphasis supplied.] 

 
35. During the earnings conference call, in response to an analyst question, 

Farner similarly downplayed the effects of competition on the Company’s gain on 

sale margins: 

[A]s the market compresses, and these things happen pretty quickly, 
folks who decided to get into the market by hiring folks and adding 
bodies and spending money, they find that it gets very hard to be in the 
mortgage business very quickly.  And so the same slack that – the same 
capacity that went in comes out. 

 
* * * 

 
And so for those remaining, not only does the margin stabilize and give 
you the opportunity to see that increase, but it also gives you what you 
pointed out: great opportunity to grow market share. . . .  So it really is 
a very exciting opportunity for us as we see rates tick up a bit because 
it creates this process I’ve just discussed, which leads to market share 
growth and leads a line of sight to really strong future profitability as 
well for us. 

 
[Emphasis supplied.] 

 
36. Walters followed up on these comments by stating: “If you look back 

decades, you’ll see a very consistent track record of gain on sale,” which he claimed 

was “really one of the, I think, one of the hallmarks of the company.” 
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37. On the same call, an analyst from Zelman & Associates, LLP 

questioned whether the existence of more competition in the mortgage industry 

would “play into that gain-on-sale margin[.]”  In response, Farner downplayed those 

concerns, stating: 

And so sure, there can be ups and downs in margin and interest rate for 
a short period of time as that kind of works it through, but as we get to 
the other side of that, what you find is usually fewer competitors.  And 
so for those remaining, not only does the margin stabilize and give you 
the opportunity to see that increase, but it also gives you what you 
pointed out: great opportunity to grow market share.  And then again, 
I’ll mention this because it’s so critical to our business model.  For us 
as we think about the acquiring of clients onto our platform, we’re 
sitting in a situation where not only what we recognize the profitability 
of that first transaction with our operational efficiency, but if people are 
coming in at a higher interest rate and we’re servicing now nearly 2.2 
million clients, well, then the minute that rates tick down, we’ll have 
the opportunity to help them with a lower interest rate, thus recognizing 
the profit, again, at a higher margin with no marketing costs … 

 
38. On March 3, 2021, Farner presented on Rocket to analysts and investors 

at the Morgan Stanley Technology, Media, and Telecom Conference.  In response 

to an analyst question about how Rocket navigated rising interest rate environments, 

Farner stated that Rocket had positioned itself “so we can protect our margin in all 

different interest rate cycles and grow our company.” 

39. However, Defendants knew that the internal picture was  

 Farner publicly represented.  
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40. At a March 23, 2021 meeting, Gilbert and the other members of the 

Board were informed of Rocket’s management’s latest estimates and a finance 

overview through a presentation from Farner, Booth, and Chief Accounting Officer 

Brian Brown (“Brown”). 

41. This presentation included a Finance Overview Presentation that 

reported  

  The presentation included 

slides depicting  
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42. As also disclosed in the March 23, 2021 Finance Overview Presentation 

by Booth, Rocket saw an  
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43. Brown discussed the  

  He explained that  

 resulting in a  

  The Mortgage Bankers Association was forecasting an 80% decrease in 

refinance from Q1 to Q4 of 2021 but expects an increase in purchase transactions.  

Brown expected Rocket Mortgage to   He reviewed 

the  and compared the  

 

44. Farner presented the  

  He also discussed the Company’s  
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45. On March 24, 2021, Rocket filed its fourth quarter and full-year 2020 

financial results with the SEC on Form 10-K, which was signed by Booth and Gilbert 

pursuant to Rules 13a-14(a) and 15d-14(a) under the Exchange Act and the 

Sarbanes-Oxley Act of 2002 (“SOX”), attesting to the accuracy of the financial 

statements contained in the 10-K, the disclosure of any material changes to the 

Company’s internal controls, compliance with applicable regulations and the 

disclosure of any fraud committed by the  Company, its officers, or its directors.  

46. The March 24, 2021 Form 10-K contained financial information 

regarding Rocket’s fourth quarter and full-year 2020 gain on sale margins contained 

in the FY20 Release. 

47. The March 24, 2021 Form 10-K also stated: 

Strong Economic Performance 
 
Mortgage Origination Fees and Profitability 
 
Our mortgage origination business primarily generates revenue and 
cash flow from the gain on sale of loans, net.  The gain on sale of loans, 
net includes all components related to the origination and sale of 
mortgage loans, including: 
 

 net gain on sale of loans, which represents the premium received 
in excess of the loan principal amount and certain fees charged 
by investors upon sale of loans into the secondary market; 
 

 loan origination fees (credits), points and certain costs; 
 

 provision for or benefit from investor reserves; 
 



22 

 the change in fair value of IRLCs and loans held for sale; 
 

 the gain or loss on forward commitments hedging loans held for 
sale and IRLCs; and 

 
 the fair value of originated MSRs. 

 
Interest income, net is a small component of our revenues because we 
take very little credit risk as we hold loans on our balance sheet for a 
very short period of time before selling them in the capital markets.  
Interest income, net is the difference between interest received from our 
clients on the loans we originate before we sell them in the secondary 
market and the interest we pay on our loan funding facilities. 
 
Unlike some consumer-driven technology industries with loss-leading 
products, we price to be profitable on the first transaction.  Any 
subsequent product or service that we sell to a client, including a 
mortgage refinancing in the future, are designed to produce a higher 
marginal profit.  Gain on sale revenues can vary across products and 
channels based on the specifics of that channel. 
 
Our Direct to Consumer segment provides us with higher gain on sale 
margins, leveraging our investment in brand marketing and client 
acquisition.  Our Partner Network segment produces lower gain on sale 
margins compared to Direct to Consumer, but with a much lower client 
acquisition cost and minimal incremental overhead costs.  For this 
reason, we achieve significant operating leverage from our Partner 
Network and see this segment as a key part of our growth engine. 
 
A mortgage which is originated from our servicing portfolio has lower 
client acquisition costs compared to a mortgage originated in the Direct 
to Consumer segment.  As a result, we see our servicing portfolio and 
related recapture originations as a key strategy for continued growth 
and profitability. 
 

* * * 
 
Revenues in the Direct to Consumer segment are generated primarily 
from the gain on sale of loans, which includes loan origination fees, 
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revenues from sales of loans into the secondary market, as well as the 
fair value of originated MSRs and hedging gains and losses.  Loan 
servicing income consists of the contractual fees earned for servicing 
loans and other ancillary servicing fees, as well as changes in the fair 
value of MSRs due to changes in valuation assumptions and realization 
of cash flows. 
 

* * * 
 
Revenues in the Partner Network segment are generated primarily from 
the gain on sale of loans, which includes loan origination fees, revenues 
from sales of loans into the secondary market, as well as the fair value 
of originated MSRs and hedging gains and losses.  Additionally, there 
are no performance marketing costs associated with this segment. 

 
48. Despite a specific subsection in the “Management’s Discussion and 

Analysis” section in the 10-K captioned “Recent Developments,” the 10-K did not 

disclose the  

49. This failure to disclose  violated Item 

303(a)(3)(ii)’s requirement for disclosure of “known trends or uncertainties . . . that 

registrant reasonably expects will have a material . . . unfavorable impact on . . . 

revenues . . . or income,” and Rules 13a-14(a) and 15d-14(a) under the Exchange 

Act and SOX attesting to the accuracy of the financial statements contained in the 

10-K, the disclosure of any material changes to the Company’s internal controls, and 

the disclosure of any fraud committed by the Company, its officers, or its directors. 

50. On February 10, 2021, the SEC amendments to Regulation S-K became 

effective, which among other things amended Item 303(a)(3)(ii) to conform to Item 
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303(a)(1) (17 C.F.R. 229.303(a)(1)) and require disclosure of “events” which are 

“reasonably likely” to cause a material change in the relationship between costs and 

revenues.  The prior standard was “will cause.”  In SEC Release No. 33-10890; 34-

90459; SC 34100; File No. 57-01-20, the SEC explained that disclosure of “known 

trends” “should be made objectively and with a view to providing investors with a 

clearer understanding of the potential material consequences of known forward 

looking events or uncertainties.”   

51. The March 24, 2021 Form 10-K also failed to disclose and does not 

reflect any discussion or even mention “insider trading” plans by RHI and/or Gilbert, 

the Company’s insider trading policy, Gilbert’s request  

 the prohibition against 

trading while aware of, or tipping of, material non-public information, or a plan to 

use Gilbert’s “portion of the proceeds to help fund his recently announced $500 

million commitment to revitalizing Detroit neighborhoods.” (See Dan Gilbert March 

31, 2021 Form 4). 

52. The March 24, 2021 Form 10-K also failed to disclose and does not 

reflect any discussion or even mention any of the  

 

 despite the fact that all directors were present at the March 23, 2021 Finance 

Overview Presentation by Booth, which was likely prepared well before March 23, 
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2021,  

 

 

DEFENDANTS’ INSIDER SELLING 

53. On March 29, 2021, less than a week after the March 23, 2021 Board 

meeting presenting  

 to the Board, RHI sold 20.2 million Class A Rocket shares at a price of 

$24.75 per share in a private transaction.  This sale netted RHI/Gilbert proceeds of 

approximately $500 million.  Following the RHI sale of Rocket stock, RHI 

continued to maintain approximately 93% interest in Rocket Companies.   

54. As a director and Chairman of Rocket, Gilbert was privy to material, 

nonpublic information about the Company’s  

 including the   Rather than 

providing the market with correct information or refrain from trading because of his 

firsthand knowledge of Rocket’s  Gilbert 

used his knowledge of Rocket’s material, nonpublic information to sell his holdings 

while Rocket’s stock was artificially inflated. 

55. According to the books and records produced by the Company in 

response to the 220 Demand, the Board held meetings on December 21, 2020, 

December 22, 2020, attended by Gilbert and all other members of the Board. 
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56. At the December 21, 2020 meeting, the Board discussed  

 

 

57. At the December 22, 2020 meeting, John Kennedy, outside counsel 

from Paul Weiss, attended the meeting. “Mr. Kennedy provided a  

 and discussed the  

  He also reviewed the  

 

58. Despite the  at this particular 

meeting, the unredacted minutes from the December 22, 2020 meeting reflect  

 

 

59. The Audit Committee’s meetings are also instructive.  According to the 

books and records produced by the Company in response to the 220 Demand, the 

Audit Committee held meetings on March 10, 2021 and March 22, 2021.  The Audit 

Committee consisted of Rizik and directors Suzanne Shank (“Shank”) Shank, Nancy 

Tellem (“Tellem”), and Jonathan Mariner (“Mariner”). 

60. The March 10, 2021 Audit Committee meeting minutes state  

  

Except for a few lines of minutes which were redacted as “non-responsive”, these 
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minutes of the executive session of the Audit Committee are  

 internally or with their Independent Auditors,  

 

 alleged herein. 

61. The March 22, 2021 Audit Committee meeting was a special meeting 

 

 

  At the time,  

 

 RHI was looking to  

 

62. The Company received a  on March 19, 2021 from 

RHI  

 

 

63. The March 22, 2021 meeting minutes state that: 
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64. The March 22, 2021 minutes also state:  

 

  Rizik, who is a member of 

the Audit Committee, was  

  

65. Except for noting that “  

 

” the minutes of the special Audit Committee 

meeting and the other 220 document disclosures  

 internally or with their Independent Auditors, of (i) factors for and 

against   (ii) the  

 (iii) whether  

 (iv) the 

information already collected in the March 23, 2021 Finance Overview Presentation 

by Booth, (v) whether  

 (vi)  

 (vii) the  and the  of  

 and (viii) 
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whether  

 

DEFENDANTS FAILED TO FOLLOW 
ROCKET’S INSIDER TRADING POLICY 

 
66. Rocket’s Insider Trading Policy by its terms applies to  

 

” 

67. The Insider Trading Policy also states in pertinent part: 

 
 

 
1.  

 
 

 
2.  

 
 

  
 
3.  
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68. The Insider Trading Policy provides for a trading window as follows: 
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[Emphasis supplied.] 
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69. RHI sold this stock despite being in possession of material non-public 

information, especially the  

  

70. As set forth above, and under the Company’s insider trading policy, 

 

  

 

”  Neither Board nor its Audit Committee  

 and  

71. RHI, as the direct owner with Gilbert as indirect owner, violated this 

insider trading policy when they  

 from the date the Audit Committee 

approved the sale at its March 22, 2021 special meeting.  RHI also did not sell its 

Rocket stock until March 29, 2021,  

 

72. On April 2, 2021, about two weeks after the Audit Committee voted 

unanimously  for RHI and after it was too 

late to recommend against the sale, General Counsel Angelo Vitale and Deputy 

General Counsel Tina John prepared and saved a memorandum to the file regarding 
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DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS 

73. Plaintiff brings this action derivatively in the right and for the benefit 

of Rocket disgorge any and all benefits, including trading profits and any profits on 

profits, achieved by Defendants and to redress any injuries suffered, and to be 

suffered, by the Company as a result of Defendants’ breaches of fiduciary duty. 

74. Rocket is named as a nominal defendant solely in a derivative capacity.  

This is not a collusive action to confer jurisdiction on this Court that it would not 

otherwise have. 

75. Plaintiff will adequately and fairly represent the interests of Rocket in 

enforcing and prosecuting its rights. 

76. Plaintiff was a stockholder of Rocket at the time of the wrongdoing 

complained of, has continuously been a stockholder since that time, and is a current 

Rocket stockholder. 

77. There is no majority of independent directors on the Board with respect 

to the claims asserted herein. 

78. Rocket’s current Board consists of seven directors: Gilbert, J. Gilbert, 

Farner, Rizik, Shank, Tellem, and Mariner. 
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79. Four of the seven directors are affiliated with RHI and are not 

disinterested with respect to the claims asserted in this action: 

a. Gilbert, through RHI of which he is the majority owner of RHI, 

sold Rocket stock based on his knowledge of material, nonpublic Company 

information; 

b. J. Gilbert is not independent.  She is married to Gilbert and is the 

mother of his children.  J. Gilbert is also a director of RHI; 

c. Farner is not independent.  He is the CEO of RHI, a director of 

RHI, and an equity owner of RHI; and 

d. Rizik is not independent.  According to Rocket’s April 14, 2021 

Proxy Statement, the Board determined that Rizik is not an independent director 

because he provides consulting services to the Company and serves as an officer of 

RHI; 

80. In addition to the Board majority that is affiliated with RHI, directors 

Shank, Tellem, and Mariner, as members of the Audit Committee (along with Rizik), 

reviewed and approved  

o that RHI could sell approximately $500 million of Rocket stock.  The Audit 

Committee did so  

 

”  The insider trading policy further states “  



35 

 

”  It also requires a  

 

 

 

81. According to the unredacted Audit Committee minutes and other books 

and records produced in response to Plaintiff’s 220 demand, the Audit Committee 

 

 despite the recent internal disclosure of  

  

The Audit Committee also  

 

 

82. Lastly, the Audit Committee signed the March 24, 2021 Form 10-K 

which failed to disclose the “insider trading” plans of Defendants, the Company’s 

insider trading policy, RHI’s request  

 the prohibition against trading while aware 

of, or tipping of, material non-public information, or a plan for Defendants to use a 

“portion of the proceeds to help fund his recently announced $500 million 

commitment to revitalizing Detroit neighborhoods” (see Dan Gilbert March 31, 
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2021 Form 4), the March 23, 2021 Finance Overview Presentation by Booth, 

 

 

 

83. Finally, Shank suffers from additional conflicts as President of Shank 

Williams Cisneros & Co. LLC and CEO and majority owner of Siebert Williams 

Shank & Co., LLC (“SWS”), which have provided professional services to Rocket. 

84. SWS was an underwriter of Rocket’s IPO, from which SWS earned 

$471,500.  SWS was listed as an underwriter on the cover of Rocket’s IPO 

prospectus.  SWS was allocated 1% of the one hundred million shares issued in the 

IPO, the 12th highest allocation among 20 underwriters.  SWS was also allotted 1% 

of the over-allotment option of 150,000 shares issued after the IPO.  Almost 

immediately after the IPO, Rocket stock price jumped to approximately $31 per 

share.  At that price, SWS realized a windfall profit on its over-allotment option. 

85. Thus, all of the directors lack independence and/or face a substantial 

probability of personal liability for their breach of fiduciaries which for which they 

are neither immune, indemnified, nor exculpated.  
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COUNT I 

AGAINST DEFENDANTS FOR BREACH OF 
FIDUCIARY DUTIES AND DISGORGEMENT 

 
86. Plaintiff incorporates by reference and realleges each and every 

allegation set forth above, as though fully set forth herein. 

87. By their wrongful acts, violations of law, and false and misleading 

statements and omissions of material fact that they made and/or caused to be made, 

Defendants were unjustly enriched at the expense of, and to the detriment of, Rocket. 

88. Defendants had access to non-public information concerning Rocket by 

virtue of Section 3.02 of the Exchange Agreement “Sharing of Information.”  

Rocket’s consent to such sharing was made “irrevocable” in the Exchange 

Agreement.   

89. Defendants had the absolute right pursuant to the Exchange Agreement 

to exchange their Holdings Units (along with their corresponding Class D common 

stock) for, at the sole option of Rocket Class A shares, Class B shares or cash. 

90. Under the Section 202(f) of the Exchange Agreement, Rocket had the 

right to refuse to honor Defendants’ request for an exchange if Rocket reasonably 

determined that the exchange would be prohibited any “Applicable Law” as defined 

at Section 1.01(a). 
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91. Defendants, as controlling stockholders and/or directors of Rocket are 

fiduciaries of Rocket, possessed material, non-public information of Rocket, and used 

that information improperly in selling Rocket stock because they were motivated, in 

whole or in part, by the substance of that material, non-public information of Rocket, 

and acted with scienter. 

92. Defendants profited from their misconduct and their exploitation of 

material and adverse inside information. 

93. Plaintiff, as a stockholder and a representative of Rocket, seeks 

disgorgement of all profits and all profits on profits, including from insider 

transactions, the redemption of preferred stock, benefits, and other compensation, 

including any performance-based or valuation-based compensation, obtained by the 

Defendants due to their wrongful conduct and breach of their fiduciary duties. 

94. Plaintiff, on behalf of Rocket, has no adequate remedy at law. 

RELIEF REQUESTED 

WHEREFORE, Plaintiff demands judgment as follows: 

A. Determining that this action is a proper derivative action, that demand 

is excused, and certifying Plaintiff as an appropriate representative of Rocket for the 

action; 

B. Finding that each of the Defendants breached their fiduciary duties as 

controlling stockholders and/or directors of the Company; 
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C. Awarding the Company the disgorgement of all insider trading profits 

from Defendants, and from their affiliates, including all profits, benefits and other 

compensation obtained by their insider trading and further profits flowing therefrom; 

D. Directing each of the Defendants to account to Rocket for any damages 

sustained or to be sustained by the Company and all profits, gains, and benefits 

obtained by the Defendants by reason of the wrongs alleged herein and awarding the 

Company all such damages against the Defendants; 

E. Directing each of the Defendants to pay pre- and post-judgment interest 

at the highest rate allowable by law on the amount of damages awarded to the 

Company because of Defendants’ actions as described herein; 

F. Awarding to Plaintiff the costs and disbursements of the action, 

including reasonable attorneys’ fees, accountants’ and experts’ fees, costs, and 

expenses; and  

G. Granting such other and further relief as the Court deems just and 

proper. 
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