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August 1,2011 

Dear Ladies and Gent lemen: 

We appreciate the oppor tun i t y to respond to the Agencies' (Office of the Comptro l ler of the Currency, 
Board of Governors of the Federal Reserve System, Federal Deposit Insurance Corporat ion, U.S. 
Securities and Exchange Commission, Federal Housing Finance Agency, and Department of Housing 
and Urban Development) proposed rules implement ing the Credit Risk Retention requirements of 
section 15G of the Securities and Exchange Act of 1934, as added by section 941 of the Dodd-Frank 
Wal l Street Reform and Consumer Protection Act. Our response is' l im i ted to comment ing on 
questions 57 (A) and (b), wh ich relate to the potent ial involvement of independent public accounting 
f i rms. 

A g r e e d U p o n P r o c e d u r e s 

The proposal seeks comment on question 57 (A) as t o whether it is appropr iate for the sponsor, as a 
condi t ion of the "representative sample" method of credit risk retent ion, to obta in an agreed upon 
procedures report f r o m an independent public accounting firm. 

There are several reasons why an agreed upon procedures report f r om an independent public 
accounting firm may not be appropriate, as described below. 

• As proposed, the scope of the agreed upon procedures engagement wou ld be l im i ted to 
per forming specif ied procedures designed to address whether the sponsor has established the 
m i n i m u m policies and procedures described in the proposed rules. In our view, an agreed 
upon procedures engagement for wh ich the scope is limited solely to per forming specified 
procedures designed to address whether the m i n i m u m policies and procedures have been 
established, versus appl ied in construct ing the representative sample, wou ld not meet the 
objective of ensur ing that the retained assets have the same credit risk as investors in a 
securi t izat ion. 

• The proposed ru le wou ld also require the sponsor to disclose a descript ion of the policies and 
procedures used for ensur ing that the process for ident i fy ing the representative sample has 
equivalent mater ia l characteristics to those of the pool of securit ized assets. I f the policies and 
procedures are disclosed, then the performance of an agreed upon procedures engagement 
designed to address whether the sponsor has established policies and procedures seems 
unnecessary. 



• One condi t ion necessary to per form an agreed upon procedures engagement under the 
relevant professional standards is that the subject matter to which the procedures are to be 
appl ied is subject to reasonably consistent measurement. The sampl ing method described in 
the proposed rules may be complex and ineff icient to execute, part icular ly i f there are mult ip le 
mater ial characteristics that are categorical i n nature, and therefore fur ther detailed 
descript ion of the policies and procedures of how the sampl ing method should he executed, or 
inc lusion of al ternative opt ions for execution, may be necessary to ensure reasonably 
consistent measurement and determinat ion of the specified procedures. For example, i f a 
sample were determined to be representative for 5 out of 6 mater ia l characteristics, an 
alternative to rejecting the sample and start ing over wou ld be to describe appropriate policies 
and procedures to bolster the or ig inal sample so as to be suff iciently representative. 
Alternat ively, the proposed sampl ing approach could be made s impler by al lowing for 
strat i f icat ion of the populat ion by all mater ial characteristics, not just unpaid pr incipal 
balance, and then randomly drawing an appropriate p ropor t ion of the sample f rom each 
s t ra tum such that the in i t ia l sample selected is representative of the mater ia l characteristics of 
the fu l l pool and thereby eliminating the need for the evaluation process or the need to repeat 
the selection and evaluation process i f a sample is deemed to not be representative as is 
current ly proposed. 

• The professional standards also require that specified part ies take responsibi l i ty for the 
sufficiency of the procedures for their purposes, wh ich is ord inar i ly obtained in the form of an 
aff i rmative acknowledgement f rom each of the specif ied parties. The proposed rules do not 
ident i fy who the in tended specified users, e.g., regulatory agencies, investors, etc. of the report 
wou ld be. The inabi l i ty to obtain such an acknowledgement may not al low for performance of 
an agreed upon procedures engagement. 

• Another condi t ion under the professional standards is that the use and d is t r ibut ion of an 
agreed upon procedures report is l imi ted to the specified users. Accordingly, the proposed 
rule requ i r ing the sponsor to disclose that an agreed upon procedures report was obtained 
may not be appropr iate. 

O t h e r M e c h a n i s m s 

Question 57 (b) asks, i f an agreed upon procedures engagement is not considered appropriate, whether 
there is another mechanism that should be included in the opt ion that helps ensure that the sponsor 
has constructed the representative sample in conformance with the requirements of the rule. 

An alternative to involvement of an independent publ ic accounting firm wou ld be to require a qual i f ied 
third par ty to design and execute the sampl ing plan with suppor t ing documentat ion that the sample 
selected is suff ic ient ly representative of the mater ial characteristics of the pool . 



A n independent publ ic accounting firm could per form an attestat ion examinat ion engagement to 
evaluate whether the retained assets were representative of the pool assets for a specific securit ization 
transaction based on the policies and procedures used by the sponsor to construct the representative 
sample. Simi lar to an agreed upon procedures engagement as discussed above, the subject matter 
wou ld need to be subject to reasonably consistent measurement, and therefore the descript ion of the 
m i n i m u m policies and procedures in the proposed rules may have to be more specific to evaluate 
whether the cr i ter ia are suitable as required by professional standards. I n contrast to an agreed upon 
procedures engagement, use of a report on an examinat ion engagement is not l im i ted as long as the 
sponsor-specific policies used to evaluate the subject mat ter (i.e., construct the representative sample) 
are publically available. 

We are available to discuss our response and answer any questions that you may have. Please contact 
Derr ick Stiebler (9 7 3-2 3 6-49 04) for questions regarding our submission. 

Yours sincerely, signed, price water house coopers, l l p 


