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Jennifer J. Johnson Office of the Comptroller of the Currency
Secretary 250 E Street, SW.

Board of Governors of the Federal Reserve System Mail Stop 2-3

20th Street & Constitution Avenue, N.W. Washington, D.C. 20219

Washington, D.C. 20551 Docket ID OCC-2010-0003

Docket No. R-1401 RIN 1557-AC99

RIN 7100-AD61

Robert E. Feldman

Executive Secretary
Federal Deposit Insurance Corporation
550 17th Street, N.W.
Washington, D.C. 20429
Attention: Comments/Legal ESS
RIN 3064-AD70

Re: Risk-Based Capital Guidelines: Market Risk; Alternatives to Credit
Ratings for Debt and Securitization Positions

Ladies and Gentlemen:

The American Securitization Forum (“ASE”) is writing to provide certain adiditional
information relevant to the joint notice of proposed rulemaking! (the “NPR” and, the proposed
rule set forth therein, the “Proposed Rule”) issued by the Board of Governors of the Federal
Reserve System (the “Board™), the Federal Deposit Insurance Corporation (the “EDIC”) and the
Office of the Comptroller of the Currency (the “OCC,” and together with the Board and FDIC,
the “Agencies”) to incorporate into their proposed market risk capital rules (the “Proposed MRC

Rules")? alternative methodologies for calculating specific risk capital requirements for debt and
securitization positions that do not rely on credit ratings.

The ASF, The Clearing House Association L.L.C. (*The Clearing House™), The Financial
Services Roundtable (the “ESR™) and the International Swaps and Derivatives Association, Inc.

1 76 Fed. Reg. 79380 (Dec. 21, 2011).

2 76 Fed. Reg. 1890 (Jan. 11, 2011) (proposed revisions to market risk capital rules).
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(“ISDA” and, together with ASF, The Clearing House and FSR, the “Associations”)? submitted
an initial comment letter of February 7, 2012 (the “February 7 Letter”)* with respect to the
Proposed Rule that included proposed modifications to the simplified supervisory formula
approach (the “SSFA™) for calculating risk-weighting factors for securitization positions under
the Proposed Rule, Among other modifications, the February 7 Letter recommended that the
capital requirement for a securitization position be calculated using a dynamic Kg based on
(a) the weighted average capital requirement of the performing underlying exposures (using
initial Kg amounts provided in the letter), plus (b) the expected losses on seriously delinquent
underlying exposures using loss severity data for the underlying exposures. This letter provides
further information with respect to the following issues relating to such modifications:

1. The accessibility of the servicer reports that are necessary to calculate the risk-
weighting factors for securitization exposures using the SSFA with the modifications proposed in
the February 7 Letter.

2. The availability in such servicer reports of the information necessary to calculate the
SSFA with these proposed modifications.

3. A more detailed proposal as to which asset pools should be entitled to use an initial
Kg of 4.0% rather than 8.0%.

4. A more specific proposal for defining seriously delinquent assets and loss severities
for purposes of calculating Kg with the proposed modifications set forth in the February 7 Letter.

5. Calculations of Kg with our proposed modifications for example sscuritization
transactions.

1. Accessibility of Servicer Reports

As the Associations indicated in the February 7 Letter, the information necessary to
calculate the risk-weighting factors for securitization positions using the SSFA with our
proposed modifications is readily available for the securitization positions of banks. Sacurities
issued in publicly offered securitizations are subject to Regulation AB of the Securities and
Exchange Commission (“Reg AB™). Under Section 1121 of Reg AB issuers are required to
provide periodic information to investors in such securitizations. Privately negotiated
securitization transactions also universally require the provision of such periodic information.
This information is made available in the form of a report prepared by the servicer of the
transaction assets. These reports may be readily obtained by bank investors in ssowritizations
regardless of their size. These servicer reports are the basis of the information available in other
commercially available data sources that is used by banks that invest in securitization

3 The Associations collectively represent financial institutions accounting for a substantial majority of banking and
financial assets in the United States. Please soe Annex A of the February 7 Letter for a more detailed description
of the Associations.

4 See http://www.americansecuritiization. com/uplloadediHiles/ASF Joint Market Risk Comment Letter 2-7-12.pdf.
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transactions. An example process for obtaining such a report from a trustee maintained website
for the Credit Suisse First Boston Mortgage Securities Corp., Home Equity Pass-Through
Certificates, HEAT Series 2006-5 is set forth on Appendix A to this letter.

2. Availability of Information from Servicer Reports

All of the information necessary to calculate risk-weighting factors using the SSFA with
the proposed modifications as set forth in the February 7 Letter is, to the extent that such
information is relevant for the applicable asset class as described further below, generally
required to be contained in periodic servicer reports under the relevant transaction documents. As
an illustration, attached as Appendix B are calculations of the inputs used in determining Kg with
our proposed modifications for example residential mortgage, commercial mortgage, auto (loan
and lease), private student loan, and trust preferred securities securitization transactions together
with excerpts from related servicer reports annotated to show where such information has been
derived.

3. Inmitial Kg Levels

In the February 7 Letter, the Associations proposed that initial Kg levels be set at 4.0%
based upon an analysis of the historic loss levels of such asset classes. Because of time
constraints, the Associations reserved the right to propose a 4.0% initial Kg for other asset
classes and asset class segments following further analysis.

Part of the proposal in the February 7 Letter was to designate a 4.0% initial Kg for certain
“prime” sub-asset classes. Below and in Appendix C we provide a methodology for determining
what asset pools should qualify for a 4.0% initial Kg that does not rely on the use of credit scores
(such as FICQ).5

a. For securitized pools of assets that have risk weights of less than 100% under the
Agencies’ currently applicable (Basel 1) risk-based capital rules (e.g. prudently underwritten
mortgages), the initial Kg would be determined by multiplying the risk weight for such assets by
8.0%.6

b. For other securitized asset pools where the average of net losses as a percentage of
collections or net losses as a percentage of asset liquidations of the managed or serviced pool of
the originator’s assets of which the securitized asset pool are a part is less than or equal to 4.0%,
the initial Kg for such asset pool would equal 4.0%. The ratio described above should be
determined as of the date of purchase of the securitization position and should be measured as of

n

The ASF believes, however, that credit scores, such as FICO, are an important tool in assessing the
creditworthiness of borrowers and notes that FICO scores arc uscd throughout the industry for purposcs of
classifving borrowers into different credit grades.

6 For example. prudently underwritten mortgages arc assigned a risk weight of 50% under current risk -based
capital rules. The initial Kg of a pool of prudently underwritten mortgages would be 50% multiplied by
8.0%. or 4.0%.



the date of issuance of the relevant securitization position for the most recent three-year period
prior to such issuance date for which the relevant information necessary to make such calculation
is available. Further detail as to this methodology and excerpts from prospectuses for public
securitization transactions showing the data necessary to make such calculations are set forth on
Appendix C hereto.

c. For all other asset pools (including all asset pools derived from an originator’s
managed or serviced asset pool for which the calculations described in clause b above cannot be
made), the initial Kg would equal 8.0%.

4. Defining Seriously Delinquent Exposures and Loss Severities

In the February 7 Letter, the Associations proposed that Kg be defined as “(a) the
weighted-average capital requirement of the performing underlying exposures calculated using
Table 1 [in the February 7 Letter], plus (b) the expected losses on seriously delinquent
underlying exposures (defined as loans 90 days or greater past due) calculated using historical
three-month loss severities on the underlying exposures if publicly available, or 50%.” We
recognize that using three month average loss severities in determining Kg can result in certain
volatility in required capital levels. The proposal from the Associations also left open the
question of how to determine the initial loss severity level for a securitized asset pool pending
the requisite time passing before the initial required averaging period has ended. These issues
have led our members to conduct a further analysis of the application of loss severity
calculations to various securitized asset classes and as to the appropriate definition of “seriously
delinquent assets” with respect to these asset classes. This analysis has led to the following
conclusions with respect to these issues:

a. The proposed definition of “seriously delinquent assets” should be further modified
from the proposed definition in the February 7 Letter. For most asset classes, “seriously
delinquent assets” should be defined (without duplication) as those securitized exposures (i) that
are 90 days or more past due, (ii) with respect to which the obligor is the subject of an ongoing
bankruptcy or insolvency proceeding, or (iii) for which a foreclosure or similar proceeding has
been commenced with respect to any assets securing the relevant securitized exposure.

b. The use of 12-month average loss severities is an acceptable and appropriate measure
to use in calculating Kg for most asset classes in lieu of the three month average initially
proposed in the February 7 Letter. There are certain asset classes, however, such as credit card
receivables, for which meaningful loss severity information is not available. For these assets, and
for all securitized asset pools for which 12 months of loss severity information is not yet
available or is not meaningful, we would suggest using the average historical loss severity
proxies set forth on Appendix D hereto.

5. Kg Calculations
Set forth on Appendix E are calculations of Kg with our proposed modifications derived

from information obtained from publicly available servicer reports for example residential
mortgage, commercial mortgage, automobile (loan and lease), private student loan, and trust



preferred securities securitization transactions. These calculations show the impact of changes in
12-month loss severities and severely delinquent assets on Kg for these transactions over time.

ASF appreciates your consideration of the information set forth in this letter. If you have
any questions regarding this submission or need further information, please feel free to contact
me at 212.412.7107 or at titntsdi@americansecuritization.com.

Sincerely,

Tom Deutsch
Executive Director
American Securitization Forum

cc: Hon. Mary Miller
United Statles Depantment? of the Tieasury

Hon. Cyrus Amir-Mokri
United Statles Depantment? of the Tieasury

Mr. Michael Gibson

Board of Governors of the Federal Reserve System
Board of Governors of the Federal Reserve System

Ms. Anna Lee Hewko
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Mr. Ryan Billingsley
Federal Deposit Insurance Corporation

Mr. Charles Taylor
Office of the Comptroller of the Currency

Mr. Robert Tufts
Olffice of the Comptrolier of the Currency

Mr. Amrit Sekon
Office of the Comptroller. of the Currency

Mr. Mark Ginsberg
Office of the Comptroller of the Currency

Ms. Sarah J. Dahlgren
Federal Reserve Bank of New York

Mr. James McAndrews
Federal Reserve Bank of New York

Timothy Mohan, Esq.
Chapman and Cutler LLP
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Below is the trusteg’s (US Bank) website login page. Click ‘New User- Register Here' to create alogin 1D
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Accept the user agreement
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Fill out the required information to obtain a user ID and password
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The user will be automatically returned to the home page. Enter your user 1D and password to proceed
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Below is the screen after login. Click “Trust Investor Reporting” to proceed to the servicer report database
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Below is the page that shows all the deals that are “tagged” as part of the user’s portfolio
Use the search function to the right to easily locate and add a new deal to the user’s portfolio

Click on the deal name to access the deal summary page

—
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Below is the deal summary page. One click brings up the most recent servicer report




Step 8

»  Below isthe summary page of the servicer report

mb a n k €redir Suisse Eirst Boston Mbitgage Securities €orp.. Home Equity Pass-Through €enificares, HEAT Seiies Contazr:

2006-5 Kiati Anderson

Atkaiuini Adviiiritn ipi

Distribmtion Date: Mar 26. Yoh1 |r DISTRIBUTION PACEAGE o _ﬁSl—lQSflé:.
e AReamis o

| Distriburion Package Includes: * issuamce Bates

First Bismibution Dare: July 5 2006
Payment Daie Statement Page 1
Sertlement Date: July 65, 2006
Remiitiance Simmain Groop Pagef
Cunedt Date: Jutie 8D, 2006
Remittance Sommary Sornicer Page 6
. Page”
Mowigage Loam Tharacteristics age Tesuance Paries
Delinguency Report Page 14
Serviseifs): JPMeceatn €ihate Bk, aL;: Skt Pomtefulio Senboing.
Delinquemcy Hurors Report - Six Months Page 1% luc.: Welk Fargo Bawi KA,
CPR'CDR History Repat - 81z Month: Page 20 Eenificats Tnsurer(s): Clavvom Fized Lncome Services Inc,
Banbrupry Loan Davail Report Page 21
Fareclosnre Loan Detail Report Page 13 Undarnuiterisk Credit Suisse Secunities (TSA)LLE
REG Loam Detail Repory Page 27
Prepayment & Liquidation Loan Detail Report Page X9 Candact
MEaderial Moot fieations L oam Devall Report Page 31 hame: Eami Anderson
Estended Miterial Madification; 1 oan Detail Report Page 32 Title: Ascount Adminisirator
Miaerial Madificarions (HAMP) Report Page 23 Phane: 651-495-2124
Dekabribe:
Material Breaches 1 oan Detail Report Page 44
Fam:
Email: kati anderson a ushank com
Addiness: 60 Livingston Ave . St. Faul. MEN 33107
Wheksite: wmwusshank.com abs
* The Trustee, af the direction of the Depasitor, and based upon information provided in the Mortgage Loan Scheduie or by the Servicer, is furmishing this ion to each Certificateholder. The Depositar
and’or the Servicer may d the hing of this Suppl il Repart {other than ihe Payment Bate Statement). or may chanee its format at any time and without netice to any: Certificatehalder

While the above partise have undertaken efforts to ensure the reasonahle accuracy of this imformatiom, this mformation has oot been audited and the parte make no representation as to the accracy or
completeness of the information.












RMBS Servicer Report: Severity Calculation

The definition of Severity is (Loss on Liquidated Loans) divided by the (Balance of Liquidated Loans)

»  Theexample below shows how to calculate I-imomth severity, which is the same method used to calculate @ cumulative trailing 12-month severity

FEEEEE

[ESS A Y T

Loss on Liquidated Loans
Liquidated Balance
Liquidated Balance (b) — Net Liquidation Proceeds (c)

Severity =

Liquidated Balance (b)
6,321,036 — 2,950,963
6,321,036

=53.3%




RMBS Servicer Report : Delinquency Calculation

»  The definition of delinguency is the percentage of loans that zre greater than 90 days past due in the given collateral pool
> For RMBS transactions, this includes loans in bankruptcy, REO, and faredcsure

Delinquency = "DQ90" (f) + "DQ120+" (g) + "Bankruptcy” (h) + "Foreclosure™ (i) + "REO" (j)
Delinquency = 1.06% + 4.37% + 2.01% +17.55% +12.70% = 37.69%

I
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The definition of delimquency is percentage of loans that are greater than 90 days past due in the given collateral pool
> For CMBS transactions, this includes loans in bankruptcy, REO and faraclosure
> Relevant data for the calculation below isincluded in dides 7 and 8

" Loans Grester Tinen 90 disyspiest due” (b) _  WR2ESLAE _ 2
"Collateral Balance" (a) 3411,270,310

Delinquency =

The definition of Severity is (Loss on Liquidated Loans) divided by the (Balance of Liquidated Loans)
»  Theexample below shows how to calculate -imomth severity, which is the same method used to calculate @ cumulative trailing 12-month severity
»  Relevant data for the calculation below isincluded in side 9

"Loss on Liquidated Loans" (c) _ L708520

L - =42.9%
"Liquidated Balance” (d) 3980,000

Severity =



CMBS Servicer Report: Dénaxy Information

Weiis Farge Bank, N.A,
Corporate Trust Services
B480 Stagecoach Circle
Frederick. MD 21701-4747

Mexrill Lynch Mortgage Trust 2007-C1
Commercial Mortgage Pass-Through Certificates
Series 2007-C1

For Adtiticiomai Infcsmaton, please contara
CTSLink Cusiomer Service
1-356:HEc4528
Fapting Aumlinbiie s cedlinlcoom

Paymenmt Date: 422012
Record Date; 23/30/2012
Determination Date:  04/09/2012

Certificate Distribution Detail

f _— Reakzed Loss { Cumrent
Pass-Through Grigmal Beginning Principal Interest Frepayment N Tetal Ending N
Glass GUsIP Rate Balance Balance Distibution |  Diskinban Penalties Q:ﬂ?"g":;ﬁ Bistrbution Baiance S“'L’;’::,"ﬁ‘;’"
[N} GAOZORAAD | 4533000% | 57.041000.00 .00 700 To0 000 .00 600 000 P.19%
A2 BY0ZEKABS | 5928367% | 29R916000.00| 27200034080 17612082864 138425171 0.00 0.00| 177465.08035|  95578.512.16 32.13%
A-2FL BS0ZSKAMA | 0551750 |  200,000.000.00  182.056.176.48) 117.36.89136 86 498,18 hoe 0.00| 1490538054 64.217.285.12 12 13%
A3 9026KACH | 60203570 |  322.217.000.00  322.217.000.00 ao0| 16197733 0.00 0.00| 1619.77333|  322,217.000.00 32.43%
A-QFL SO028KANZ | OF41750% |  130.000.000.00  130,000.000 60 000 79676 46 00| 0.60 19576a6| 13000046000 32.13%
A-5B S350 | 6OREISTH | 9034300000  90.343.00000 000 454 15103 960 DO0| 45415163  #0.343p0060|  3243%
a4 BY0ZEKAE? | 6.032367% | 442.207.000.00|  442.207.000.00 00| 220285877 0.00 00| 222285877  442.207.00060 32.43%
Ah BSO2EKAEY | 6.032357% | 1284.430.000.00 1170.193,899.70 8163876| 588252267 hoe 6.06| 5.964.16163| 1.170.112.960 84 12.13%
AM B8025KAG? | 6.030357% |  405.022.000.00|  405.022.000.00 000 203603613 @6 6.00| 203600613  405.023.000.60 20.26%
A B9026KAHS | 6.032357% |  134.183000.00| 134 14G000 00 ooo|  671.33450 0.00 0.00| 67133450 134 wWB06E0  10.47%
AJEL 5302SKAR3 | 0B0I750% |  200.000000.00 200,000,000 DG ] 151.000.62 60 DED| 15100062  200.000.000 60 10.47%
B BY0ZEKAJ1 | 6.032357% |  86.068.000.00|  86.068,000.00 .00 0.08 [ 6.00 000  86.068.00060 7.84%
€ BSOZSKAKS | 6.032367% |  40502.00000|  40502.000.00 0.00 0.00 [0 6.06 000 40502000860 6.76%
B 59026KALG | 6.032357% | 4556600000  45565.000.00 8.60 0.00 e 6.00 600|  45865.000.00 5.42%
E BO02EKASY | 6.032357% |  45565000.00) 45355000 00 000) 0.00 0.00 0.00 8.00| 45866 DOm0 4.08%
£ S9025KATS | 6032357%|  50.626.000.00|  50.628.000 DO 000 0.08 60 B.00 066|  56.628.00000 2.60%
6 5UD25KAUG | 6030367% |  40.502.000.00|  40.502.000.00 000 0.00 B.00 B.00 0.60|  46.502.000.00 LA1%
H BSOZSKAV4 | 6.032367% |  4050200000|  40502.000.00 .00 0.00 606 6.06 000 4050200060 0.22%
J 59025KAW? | 6.032357% 15,169.000.00 9.011.849.47 .00 0.00 000| 131459867 6.00 7,697 95140 £.00%
K BY025KAXD | 5.847250% 15,168,000.00 000 0.00 0.00 068 0.00 8.0 0.0 £.00%
L BG028KAYS | 5266D00% |  10.125.000.00 086 000 .06 60 0.60 060 060 6.00%
M BS025KAZ5 | 5.265000% 10.126.000.00 6.0 0.00 0.08 B.00 0.00 0.60 060 £.00%
N 5S025KBAG | 5.265000% 10,126,600.00 £.00 0.00 0.00 w6 6.06 0,60 6.00 0.00%
P 58075KBB7 | 5.265000% 5,062,000.00 £.00 0.00 0.00 @6 6.06 6.00 6.60 £.00%
? S9026KBCS | 5265000% |  60,754.960.80 a0t 0.00 0.00 0.00 0.60 0.00 0.00 0.60%
[ 6 0B00G0% .60 086 606 0.00 60 0.60 60 0o 0.00%
RA 58025KBE! | ©.DD0DOCY £.00 008 000 0.08 860 B.00 060 0.60 £.00%
Rl SS025KBES | 0.000000% 0,00 0.00 £.00| 0.00 i 8.00) 080 0.08| 0.00%
| Totals | | 4050224 26080 2.706.626.286.45| 29404135876 14548203 80| 0.00]  1314.596.07| 308 5B G6236| 3.411.970.309 62 |
Blass cUsip | Pass-Thiough mﬁ B:ngmanf Interest Prepayment | Tolal Mational
Rate Aimount Amaint D E Amount
[ x [ 59025KED | O@#ohi% | 4,060,224 950 B0] 3,706,626 066 48] 139,173.27] D00] 138,775 5.411.270.509 67
E:Immm by iaking 1A the iithe ending oertificate balance ol all ¢l - Em—— T
lance it all diaszes whiich are noj subordinate bthediesnaied dass and df End mg Balance
as of Apr 2012
Conyngh2RIZ, Wells Fargo Bank. N.A Page 2 of 55




CMBS Servicer Report: Delinquency Information




CMBS Servicer Report: Ddnguaxy Information
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»  Theexample below shows how to calculate I-maonth severity, which is the same method used to calculate a comulative trailing
12-month severity

Loss on Liquidated Loans
Liquidated Balance
Net Realized Loss
Realized Loss + Liquidation Proceeds
290,256
431,800 + 299,460

xSeverity =

=39.7%

L

5 Umnderlying Exposures > WD flays ddéinguent
= 0.16% + 2.16% = 2.32%
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>  For leases, the current periodf's realized loss should include losses on the residuals as well asthe credit losses

»  Theexample below shows how to calculate 1-montih severity, which is the same method used to calculate a cumulative trailing
12-month severity

% of End of Period
Celinquent Leases Reference Poo Underlying Exposures > 90 days didimguent
Numbef of Leases Securitization Value Batarnce = 0.04% + 0.02% = 0.06%

31 - B0 Days Delinquent 402 $6.956 035.59 1.24% ) )
&4 - B9 Bays Delinquent a9 713,748,893 0.13%
8- 120 Days Dehnguent 3 20815561 0.54%
Cheer 120 Days Gebnguent B 10241852 0.02%

Total Delinquent Leases ASE 5B.012.359.91 1.43%

_Net Loss 2,548,047
Gross Loss  23.509,049

Livbenkts Sevenity: = 10.8%







Private Student Loan Servicer Report: Severity and Delinquency Calculation

»  Theexample below shows how to calculate l-momtih severity, which is the same method used to calculate a cumulative trailing
12-month severity

Recovevies 1 948,388

1L Month Severity =- ——— -
Gross Loss 5.367,288

=82.3%

Underlying Exposures > 90 days didimguent
=0.87% + 0.80% + 0.88% + 0.83% +1.90% = 5.28%







Trust Preferred Securities Servicer Report: Severity and Delinquency Calculation

»  For Trust Preferred Securities (“TRuPS"), the defaulted securities amount is used a@s a proxy for digimguencies

»  Defaulted sacurities is @ conservative estimate of delinquencies because a significant portion of securitieslisted @s defaults are actually deferring
interest and could become current on their TRuPS in the future

>  Moody's! estimated historical recovery rate for TRuPS of 11.1% is used as a proxy to determine severity (100%-11.1% = 88.9% )
for purposes of calculating modified KG

395,500,000 _ 30246

Deli % =
NAUENTY 0= 1 301,600,000

1. Moody’s Investors Service: “Moody’s Approach to Rating TRUP CDOs” (May 26, 20111)






Loss-to-Liquidation Ratio

The methodology for determining or proving whether or not atransaction should have alower Kg is based upon a lass-to-liquidtstion
ratio (monthly net losses to monthly collections)

»  Lossto-Liquidation can also be measured @s net losses as a percentage of liquidations, which is reported in the prospectus @ccompanying the ssourity

»  Included on the following slides are examples of where to find loss-to-liquidation ratios in publicly @available auto ABS jprospectuses
The data should be based upon the entire managed or serviced portfolio of the originator of the assets.

»  If the originator has different types of assets that it manages or services, the data should be based upon @ pool of assets that are similar in aredit quality to
the assets in the sscuritization

The loss-to-liquidation ratio should be:
(i) Determined as of the date of issuance of the relevant securitization position; and
(ii) Measured as the average over a 3-year period (based on the most recently available information on such date of dietermination)

If the loss-to-liquidation ratio as described @bove is less than or equal to 4%, the investing bank would utilize an initial Kg value of 4%
for the relevant securitization position



Loss-to-Liquidation Ratio: Prospectus Example

Delinquency, Repossession and Credit Loss Experience
Nime Menths Emded

Septemibar 30, Year Ended Decemiber 31.
2011 2010 2010 2008 2008 2007 2006
Average number of contracts
cutstanding ! . 2208475 2487475 2445870 2823538 3.240,749 3.888.642 4.181.422
Average pertfa\lm wlsiandlmg
{in miligng)™ S — $31.954 §35.204 $34.673 $40,575 $48.842 §65.238 §68.134
Delinquencies
Average number uf
delinquencieg™
31 - 60 days . .. 48.581 54 291 54.085 BB, 788 69,537 74.783 61924
61 - 90 days 3.488 3,622 3.563 6.518 7413 6976 6,385
Over 80 days ... - 372 8§35 508 1,291 1,305 1091 g
Average number of mmwemcns
as @ percentage of average
numnber of contracts
outstanding
31 - &0 days . ... 2.25% 2.18% 221% 287% 2.15% 2.03% 196%
61 - 50 days . 0.16% 0.14% 0.15% 0.23% 023% 0.19% 0.15%
Over 80 days.... 0.02% 0.62% 0.02% 0.05% 0.04% 0.03% 6.02%

Repossessions and Credit Losses

Repossessions as a percentage
of average number of

contracts putstanding™ .. 2.05% 258% 2.54% 3 12% 28%% 195% 201%
Agoregate net losses
{In milions)™® __. $99 $180 $255 $620 $709 $435 $398

Net losses a a percen!age of
average por!falie

outstanding® .. . 0.41% 0.72% 0.74% 1.53% 1.45% 0.78% 0.68%
Net losses as a perceniﬁge of

gross liquidations'™ ... 0.73% 1.32% 1.36% 2.98% 2.96% 1.56% 1.27%
Number of contracis dmalgad

off .. 45,761 84,464 83785 118,189 108,385 111.732 125 888

Numhel ﬁtf eaﬁﬁ'aeti dhalg&d

off as a percentage of

average number of contracts

outslanding 2.77% I26% 3.43% 4.19% 3.38% 3.03% 311%
Avesage Pet Iasa om eamfaets

charged off-... $2.164 $2,943 $3047 $5,249 $6,483 $3.892 $3.062
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Total Retail Cimittzicls Dubnittding « 1k Fonticftting P2 tidab
(excluding bamkmnypds) (in thousands)

New Vehicles {in Wwieanidtsi .. ...................... ... 968 670 298 147 i1 ]
Used Vehicles finthousands) .. ..... .. ............. ..., 259 L4 73 41 28
Total finthousands? .. ... ... ... ... . ... ... . ... 1237 834 37 138 169

Average Daily Delingincy
MEDDAYS . . .. i N/A NfA 0.46% 036% 036%
61-90Bays ... ... ... . N/A NfA oo¥% 0038 003%
Yl DaysorMare ... . ... . .. ... L. N/A NfA obdi% 0.00% 0.00%
Momth-End Dehn-pency Dollkzes*
MeDBays ... ... 0% 027% 0.29% 063% N/A
61-90Bays .. .. ... . ... ... L 0.06% 0.0%% ods% 009% NA
9l DaysorMeore ... . ... ... .. L ..ol 00k 0.01% Gdn% 003% NiA
Repossassians as a Percant of Awerage Namber of Conlracts

Outstanding (including bamkruptciesy .. ... ... ... ... .. 045% 031 Oa5% O05%: 038%
Net Losses as a Percent of Liguidhatioms .. ... ... ... .. .. 025 027 DaoE 034%
Net LiwsesassialBereattndt AvenapreGrrssHreerindties ... . .. sk oLl% 0.35% O3ME% 014%
Net Losses as a Percent of Average Nel Reosivables'- ., .. _ .. BiB¥E L BB 050%  0.3h%
Tokal Retail Contracts Outstanding at Hnd ot the Bemod

{including barkruplgies bl nthodisamaigs!. .. .. ... ..., ... 1233 B 372 159 (69
Rankrupicies as a Percent of Average Number of Contrag)s

2ukstandn g {including bankruptceesy .. ........ ... ... 0.43% O040% 053 O03%% 0.28%
Banknupicies Monl]]tvEnd ﬂeilnqmency Dl bdrs— D &yt OF

More® . ... e e e e 0.0%% 0.0%% oo6% O0L%%:  NA

(1) ‘the informalion is available tor the years ended JU0E, 2N, 2010 and 20t I; prior year intformation is not

available.

(2y Bet |imees as a Bercent of Average Net Raoceivables is an accounting-hasaed nietric and, therefore, refecls
wite-dowins thal occur hased on Federal Financial Insttulions Ksamuialion Council guidance

(3) Resialed as of June 8, 201 I (o properly vetiec) imercompany transfers,



Appendix D

Average Historical Severities by
Asset Category



Average Historical Severities by Asset Category

»  Thefollowing severities should be used as @ proxy for situations where meaningful loss severity information is not available, such as when:
> 12 months of loss severity information is not yet awailahle
»  Nolosses have been experienced to date, leading to a severity of 0%
> Securitized asset pools have a significantly low loan count, leading to high volatility in loss severity cdlaulations

Autos 55.00%
RMBS!

Prime 15%.93%

Alt-A 23.83%

Subprime 36.50%
CMBS 35.94%
Student Loans

Private 90.00%

FFELP 3.00%
CLOs 19.60%
Credit Cards 90.00%
Trust Preferred Securities 88.90%
Equipment TBD
Other Consumer Unsecured 90.0%
Other Commercial Unsecured” 51.5%
Other Secured 50.0%
European RMBS/CMBS/ABS TBD

1. If an RMBS transaction can not be categorized as Prime, Alt-A, or Subprime, the overall historical average for RMBS of 31.91% should be used as a proxy for severity
2. Based on recovery rates of senior unsecured bonds documented in Moody’s Investors Service: Annual Default Study: Corporate Default and Recovery Rates, 1920-2011 (February 29, 2012):
Moody’s Ultimate Recovery Database. Collateralized Bond Obligations (CBOs) would utilize a severity % consistent with the commercial unsecured category
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The severity and delimguency data obtained fram servicer reports is used to calculate the modified KG @s proposed by ASFE, based an
the formula below

Modified Kg = [Kg* (1- Delinquency %)] [ (Dediimpueancy %6* 12 Manth Ssexeaiity)]

Included in the graph below are outputs of severity, delimguency, and the resulting modified KG over time based on data from
servicer reports
»  For the initial period where 112-month historic loss severity data is not available, we propose using aproxy for severity based on historical performance
by asset class
»  For the HEAT 2006-5 transaction below, & severity proxy is used based on historical performance of subprime RMBS transactions, @s shown in
Appendix D

Severity, Delinquency, Modified Kg
(Based on the Data from Publicly Available Servicer Reports)

12m Severity Delinquency Modified Kg

Use Reference _L S

Severity Proxy
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»  Included in the graph below zre outputs of severity, delimguency, and the resulting modified Kg over time based on data from
servicer reports
»  For any period where 1122-month historic loss severity data is not available, we propose using @ proxy for severity based on historical performance by

asset class
»  For the MLMT 2007-C1 transaction below, @ severity proxy is used based on historical performance of CMBS transactions, @s shown in
Appendix D
Severiity, Delinquemncy, Modified Kg
(Based on the Data from Publicly Available Servicer Reports)
Delinquency 12m Severity Modified Kg Use
30 Use Reference 12111
Severity PI'(WW* Severity
60
40
20
B ————————
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Included in the graph below are outputs of severity, delimguency, and the resulting modified Kg over time based on data from
servicer reports
»  For the initial period where 112-month historic loss severity data is not available, we propose using aproxy for severity based on historical performance
by asset class
»  For the Ford Credit Auto Owner Trust 2006-B transaction below, @ severity proxy is used based on historical performance of auto transactions,
as shown in Appendix D
Severiity, Delinquemcy, Modified Kg
(Based on Data from Publicly Available Servicer Reports)
12m Severity Delinquency Modified Kg
100%
90%
Use'Reference” " Use

2 Seaeaityy PPosyy ) 12m Severity
CEEEEE——
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Included in the graph below are outputs of severity, delimguency, and the resulting modified Kg over time based on data from
servicer reports
»  For the initial period where 112-month historic loss severity data is not available, we propose using aproxy for severity based on historical performance
by asset class
»  For the Ford Credit Auto Lease Trust 2009-A transaction below, aseverity proxy is used based on historical performance of @uto tramsactions,
as shown in Appendix D
Severiity, Delinquemcy, Modified Kg
(Based on Data from Publicly Available Servicer Reports)
12M Severity Delinquency Modified Kg
60%

UseReference
Severity Proxy e —

—
0%






= Prustk $te ¢ e r r elxSmisEXbodjified\NKedhepit; Output

>  Included in the graph below are outputs of severity, delinquency, @nd the resulting modified Kg over time based on data from
servicer reports
»  For the initial period where 112-month historic loss severity data is not available, we propose using aproxy for severity based on historical performance
by asset class

»  For the SLM Private Credit Student Loan 2004-B transaction below, @ severity proxy is used based on historical performance of private studient
loan transactions, as shown in Appendix D

Severiity, Delinquemcy, Modified Kg
(Based on Data from Publicly Available Servicer Reports)

12M Severity Delinquency Modified Kg







S Trust Preferred Securities Example: Modified Kg Output

»  Included in the graph below zre outputs of severity, delinguency, @nd the resulting modified Kg over time based on data from
servicer reports
»  We propose using @ proxy far severity based on historical performance by asset dass
»  For the Prefarred Term Securities XX1I transaction below, @ severity proxy is used based on historical performance of trust preferred seourities
transactions, as shown in Appendix D

Severity, Delinquency, Modified Kg
(Based on Data fram Publicly Awailzhle Servicer Reports)

Delinquency 12m Severity Madiified Kg
100%
90%
80%
UseReflerence
Severity Proxy
R ——
M_M et
P




