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Executive Summary
SFA Accounting Working Group on Collateral Management Lifecycle Review Framework

The Structured Finance Association’s accounting working group is developing a practical market

framework to improve consistency, transparency, and efficiency in collateral-related review activity

across the collateral management lifecycle. The framework is intended to reflect the accounting firms’

perspective on how collateral-related review, comparison, recalculation, data-integrity, and reporting

activities occur today as collateral moves through the lifecycle: from warehouse / pre-securitization

financing, to securitization preparation / pre-closing, closing / transfer, post-closing reporting, and

ongoing / event-driven review.

The initial focus is expected to be Auto ABS and consumer ABS, where recent market concerns have

highlighted the importance of data integrity, collateral ownership records, pledge and release tracking,

collateral schedule alignment, and post-closing monitoring.

This effort is not intended to create a universal accounting firm protocol, prescribe a single delivery model,

or suggest that any review procedure can detect fraud, confirm legal ownership, establish true sale or

perfection, or prevent double-pledging.

Instead, the objective is to create a common lifecycle framework that helps market participants understand:
e what collateral-related items are being reviewed,

when those activities occur in the collateral management lifecycle;

which parties or workstreams may be involved;

what source evidence is used;

where review activities overlap, are complementary, or create areas of limited visibility;

how exceptions are reported and resolved; and

which objectives may be appropriate for accounting firm review procedures versus other

transaction-party activities.

At its core, the effort is intended to move the market from a fragmented set of transaction-specific

procedures toward a more organized lifecycle collateral verification framework. That framework would

support better transparency across the lifecycle from origination and warehouse financing through

securitization closing, trustee or custodian onboarding, and post-closing reporting.

Purpose and Perspective

This document is intended to provide a starting point for discussion with the broader Fraud Mitigation
Working Group. It does not attempt to define final procedures or assign responsibilities across transaction
parties.

The document first frames the collateral management lifecycle and the types of review activity that occur
today. It then separates lifecycle objectives from delivery model considerations. Depending on the
objective, intended users, available evidence, applicable standards, report format, and regulatory or
contractual considerations, different delivery models may be appropriate.
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The goal is to help the working group develop a common vocabulary and framework before moving into
more detailed procedure design, baseline expectations, targeted modules, reporting conventions, or
exception taxonomy.

Working Group Objective

The working group is seeking to develop a practical, market-oriented framework that organizes collateral-
related review activity by lifecycle stage, review objective, and potential delivery model.

The framework is intended to help identify:

the types of review activity occurring today;

where activities may be complementary or overlapping;

where lifecycle handoffs may be less visible or less consistently reported;

how baseline objectives and targeted modules could be organized;

how reporting conventions, exception categories, and limitation language could be made more
consistent.

The working group is seeking to address this through six core areas:

1.

Core review objectives

Identifying common objectives such as data integrity, asset existence indicators, asset
uniqueness, eligibility related data fields, collateral schedule reconciliation, pledge and release
consistency, disclosure tie-out, cash reporting, and exception governance.

Lifecycle mapping

Identifying where review, comparison, recalculation, data-agreement, or other verification
activity occurs today across warehouse / pre-securitization financing, securitization preparation /
pre-closing, closing / transfer, post-closing, and ongoing / event-driven stages.

Verification scope alignment

Identifying points in the lifecycle where accounting firm procedures or other third-party review
activity may provide value, while distinguishing those activities from legal, custodial, trustee,
servicing, rating agency, investor, and other transaction-party workstreams.

Overlap and disconnection assessment

Assessing where current practices may involve duplicative review activity, inconsistent
evidence standards, fragmented exception reporting, or limited visibility across lifecycle
handoffs.

Baseline-plus-modules framework

Developing a common baseline with targeted modules that can be scaled based on asset class,
issuer profile, data availability, transaction structure, lifecycle stage and risk factors.

Common reporting conventions

Considering standardized report elements, population and source evidence identification,
exception categories, remediation statuses, and limitation language to improve consistency and
transparency.

Collateral Management Lifecycle
For purposes of this framework, the collateral management lifecycle is organized around five stages:

1.

Warehouse / Pre-Securitization Financing
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Securitization Preparation / Pre-Closing
Closing / Transfer

Post-Closing

Ongoing / Event-Driven Review

el

The nature, timing, and extent of review activity may differ depending on where collateral is in the
lifecycle. For example, warehouse-stage reviews may focus on facility reporting, pledged populations,
and borrowing-base-related information, while securitization preparation may focus on the proposed
transaction pool and related disclosure information. Closing / transfer reviews may focus on continuity
between final transaction records and collateral schedules, while post-closing reviews may focus on
reporting continuity, collateral movement, payment activity, and transaction mechanics.

This lifecycle view provides the foundation for evaluating which objectives may be addressed through
accounting firm procedures, which may be better addressed by other transaction-party workstreams, and
which delivery model may be appropriate.

Delivery Model Considerations: Matching the Objective to the Appropriate Report Type
The lifecycle framework should first identify what objective is being addressed and then determine which
delivery model is appropriate. The same lifecycle stage may involve different objectives, and those
objectives may be better supported by different report types or workstreams.
In structured finance, accounting firm work may be delivered through different engagement types,
including:
e Consulting engagements - may be appropriate where the engaging party is seeking analysis,
observations, or recommendations to support internal decision-making or transaction planning;
e Agreed-upon procedures (AUP) engagements - may be appropriate where specified parties agree
to objective procedures and receive factual findings without an opinion or conclusion.
e Examination-level attestation engagements - may be appropriate where an independent conclusion
is needed against suitable criteria and the engagement is performed under applicable attestation
standards.

Accordingly, this framework is intended to be delivery-model neutral. Certain lifecycle activities may be
appropriate for AUPs, while others may be better suited to consulting, examination-level attestation, issuer
/ servicer controls, legal review, trustee or custodian processes, rating agency review, investor diligence,
or other transaction-party workstreams.

The working group should therefore align first on lifecycle objectives and areas of review, and then
evaluate the appropriate delivery model based on the intended users, available evidence, applicable
standards, report format, and regulatory or contractual considerations.

Current Lifecycle View: What Is Being Reviewed Today

The following lifecycle section builds on the delivery-model concept above by describing what is being
reviewed today before determining how any particular activity should be delivered. The section is intended
to reflect the accounting firms’ perspective on current review activity across the collateral management
lifecycle.

Collateral-related review, comparison, recalculation, and data-integrity activities already occur at several
points across the collateral management lifecycle. These activities are initiated by different parties,
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performed at different points in time, and focused on different objectives, populations, data sources, and
reporting outputs.
This section describes, at a high level, what is typically being reviewed today and why those reviews
occur. It is not intended to prescribe specific procedures, define party responsibilities, or suggest that all
activities should be performed through any one delivery model.
The lifecycle view is organized around five stages:

1. Warehouse / Pre-Securitization Financing

2. Securitization Preparation / Pre-Closing

3. Closing / Transfer

4. Post-Closing

5. Ongoing / Event-Driven Review
Certain activities described below may be performed by sponsors, servicers, trustees, custodians, lenders,
rating agencies, investors, counsel, accounting firms, consultants, or other third-party providers,
depending on the transaction and objective.
Terminology note: References to “review,” “comparison,” “recalculation,” ‘“data-integrity,” or
“procedures” are intended to be delivery-model neutral. The framework focuses first on lifecycle
objectives and areas of review. The appropriate delivery model should be evaluated separately based on
the objective, intended users, available evidence, applicable standards, report format, and regulatory
considerations.

Review Cohorts Across the Lifecycle

Across the lifecycle stages above, review activities can be grouped into several broad cohorts. These
cohorts are intended to describe the types of activities that may occur today without prescribing specific
procedures. Not every cohort will apply to every transaction, asset class, issuer, or lifecycle stage.

Collateral Testing

Collateral testing focuses on comparison of the collateral population and related records to specified
source documents, system records, transaction schedules, or other identified evidence. This may include
reviews of collateral attributes, asset identifiers, collateral schedules, pool populations, file, lien, title, or
related collateral-control data points where applicable (without providing a legal conclusion regarding
perfection or priority), and collateral movements across warehouse, transfer, trust, or reporting records.

Performance Testing

Performance testing focuses on reported collateral performance and activity at the asset, pool, or reporting-
period level. This may include reviews of balances, delinquencies, collections, losses, recoveries,
repurchases, substitutions, removals, and other activity reflected in servicer or transaction reporting.

Waterfall Testing

Waterfall testing focuses on recalculation, comparison, or tracing of specified transaction calculations and
mechanics that affect payments, reporting, trigger determinations, or allocation results. This may include
reviews of payment date calculations, allocation mechanics, interest and principal distributions, fees,
reserve activity, performance triggers, covenant calculations, or other transaction-specific calculations.
Unless separately scoped, waterfall testing does not constitute model validation or a legal interpretation
of transaction documents.
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Operational Testing

Operational testing focuses on specified operational processes, data flows, handoffs, system outputs, file
management activities, and reporting infrastructure that support collateral management and transaction
reporting. This may include reviews of servicing processes, data management, file management, custodian
or trustee onboarding processes, warechouse reporting, exception management, and change-control
evidence or outputs, where separately scoped. Unless separately scoped, these activities do not provide an
opinion on the design or operating effectiveness of controls.

Across each cohort, review outputs may include identified exceptions, unresolved items, waived or
remediated items, items not capable of being tested based on available evidence, and other limitations or
observations relevant to the procedures performed.

The nature, timing and extent of review activity generally depends on clear identification of the applicable
population, as-of date or cut-off date, data file version, field definitions, unique asset identifiers, source
evidence, and stated criteria.

The examples below are illustrative and are not intended to indicate that any particular cohort or procedure
is necessary, sufficient, or appropriate for every transaction or lifecycle stage.

1. Warehouse / Pre-Securitization Financing

Warehouse financing is often an early point in the lifecycle where collateral review activity occurs outside
of the originator or sponsor’s internal processes. Warehouse facilities can take different forms, and not all
collateral financed through a warehouse facility ultimately moves into a term securitization.

At this stage, reviews are generally focused on the collateral population supporting the facility, the
information used for facility reporting, and the processes supporting ongoing monitoring. The results of
these procedures may provide lenders and other facility parties with information relevant to their
evaluation of whether collateral included in a borrowing base, pledged collateral population, or facility
collateral schedule is supported by available records and consistent with applicable facility requirements.
Warehouse review activity may also generate information that may be relevant later if some or all of the
collateral is included in a securitization, although the applicable population, cut-off date, criteria, and
source records may differ. For example, collateral schedules, pledge status, release activity, unresolved
exceptions, and reporting records may become part of the broader lifecycle handoff from warehouse
financing to securitization preparation and closing.

Examples of applicable review activity may include:

e Collateral testing — may include comparison of selected asset identifiers, balances, data fields
relevant to eligibility or borrowing base criteria, and other specified fields for collateral included
in a borrowing base, pledged collateral population, or facility schedule to specified source records,
system records, or facility reporting criteria.

e Performance testing — may include review of reported collateral activity, such as balances,
delinquencies, collections, losses, or other pool performance information used for facility
monitoring.

e Operational testing — review of information, outputs, or evidence related to processes supporting
facility reporting, servicing, collateral file management, data flows, and exception management.

2. Securitization Preparation / Pre-Closing
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During securitization preparation, review activity generally focuses on the proposed transaction pool and
the information used for transaction structuring, disclosure, rating agency review, investor review, and
closing preparation.

At this stage, reviews are typically focused on whether selected collateral attributes, pool characteristics,
data fields relevant to eligibility criteria, and disclosure information are consistent with specified source
records, system records, transaction criteria, or other identified evidence. These reviews generally relate
to the proposed or selected securitization pool and do not, by themselves, address whether assets have
been transferred into the trust.

This stage may involve review of a preliminary, statistical, representative, or finite pool, depending on the
asset class and transaction process. A preliminary or statistical pool may be used for disclosure,
stratification, investor or rating agency review, or sampling purposes, while a finite pool represents the
identified collateral population expected to be pledged, sold, assigned, or transferred. The nature, timing,
and extent of review activity may differ depending on the population being reviewed.

Examples of applicable review activity may include:

e Collateral testing — may include comparison of selected data tape fields, collateral attributes,
asset identifiers, or data fields relevant to eligibility criteria to specified source documents, system
records, transaction criteria, or other identified evidence; review for duplicate identifiers within a
specified pool population; or comparison of data tape records to the applicable pool population,
where separately scoped.

e Performance testing — may include review of historical or current pool performance
information, where relevant to disclosure, rating agency review, investor review, or transaction
structuring.

e Waterfall testing — may include recalculation, comparison, or tracing of selected assumptions,
inputs, or calculations used in transaction modeling, cash flow analysis, or preliminary structural
analysis.

3. Closing / Transfer

The closing / transfer stage is the point in the lifecycle where the transaction moves from a proposed pool
to the actual collateral population reflected in final transaction records. In a term securitization, this is
generally when transaction documents are executed, collateral schedules are finalized, securities are
issued, and receivables are sold, assigned, pledged, or otherwise transferred into the transaction structure.
Reviews at this stage are generally focused on continuity between the population reviewed before closing
and the population reflected in final transaction records, including identification of additions, removals,
substitutions, exclusions, or other population changes made before or at closing. The purpose is to identify
whether specified records are consistent across key handoff points and whether population differences or
exceptions are visible for follow-up.

These reviews do not provide legal conclusions regarding ownership, true sale, assignment, perfection,
priority, enforceability, or legal compliance with transfer requirements. Instead, these reviews may focus
on consistency across specified records, such as final data files, collateral schedules, sale or assignment
records, applicable warehouse release records, and trustee or custodian receipt, onboarding, or inventory
records.
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Examples of applicable review activity may include:

e Collateral testing — may include comparison or reconciliation of the final collateral population
across specified transaction records, such as final data files, collateral schedules, warehouse
pledged collateral records, applicable warehouse release records, sale or assignment records,
trustee or custodian onboarding records, or trust collateral records, where applicable.

e Operational testing — may include inquiry, observation, or comparison procedures related to
specified closing handoffs, trustee or custodian onboarding records, file delivery evidence, or post-
closing reporting setup evidence.

4. Post-Closing

Post-closing review activity generally focuses on whether specified collateral records and transaction
reporting after closing are consistent with the final collateral population and selected transaction document
requirements or reporting conventions. The first reporting period can be an important lifecycle checkpoint
because it is the first opportunity to compare the closing collateral population to the population reflected
in servicer, trustee, or investor reporting. Post-closing activity may include an initial reporting-period tie-
out, recurring periodic procedures, or targeted procedures over specific reporting periods or transaction
mechanics.

At this stage, reviews may focus on collateral continuity, reported collateral activity, payment activity,
waterfall calculations, trigger calculations, and exception follow-up. These reviews help connect the final
collateral population at closing to the information reported to transaction parties after closing.
Post-closing reviews may also identify whether assets have been added, removed, repurchased,
substituted, liquidated, charged off, or otherwise changed since closing, and whether those movements are
reflected in the applicable reporting records or transaction mechanics. For revolving, prefunding,
managed, or substitution-based structures, post-closing procedures may also focus on collateral additions,
removals, eligibility-related data fields, concentration limits, and population changes during the applicable
period.

Examples of applicable review activity may include:

e Collateral testing — may include review of collateral population continuity between final closing
records and post-closing servicer, trustee, or investor reporting.

e Performance testing — may include review of beginning and ending balances, delinquencies,
collections, losses, recoveries, repurchases, substitutions, removals, charge-offs, or other collateral
activity.

e Waterfall testing — may include recalculation, comparison, or tracing of specified payment date
calculations, principal and interest allocations, fees, reserve activity, performance triggers,
covenant calculations, or other transaction mechanics.

5. Ongoing / Event-Driven

Ongoing or event-driven review activity may occur when market participants identify heightened concerns
related to collateral, reporting, servicing, performance, data integrity, or transaction mechanics. These
reviews are generally more facts-and-circumstances specific than baseline lifecycle reviews and may be
tailored to the issue, affected population, available data, and intended users.

Event-driven reviews may arise in response to reported concerns, indicators, or questions, such as those
related to duplicate pledging, reporting discrepancies, servicer disruption, unusual collateral performance,
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increases in title or file exceptions, repurchase or breach activity, warehouse facility issues, counterparty
distress or insolvency, or investor / rating agency concerns.

Depending on the nature of the matter, certain event-driven activities may require legal, forensic,
valuation, servicing, or other specialized work outside the scope of baseline collateral review procedures.
Because these reviews are more bespoke, they may not fit within a universal baseline framework. They
may instead be treated as optional modules or separate review activities based on the nature of the
triggering event.

Examples of applicable review activity may include:

e Collateral testing — may include targeted review of an affected collateral population, duplicate
identifiers, pledge-status indicators, collateral schedule breaks, or other specified collateral
records.

¢ Performance testing — may include review of unusual performance trends, delinquency or loss
changes, repurchase activity, substitution activity, or other collateral behavior.

e Waterfall testing — may include review of disputed calculations, trigger events, payment
allocation issues, or reporting restatements.

e Operational testing — may include review of servicing processes, data readiness, file availability,
servicer transition preparedness, or reporting process issues.

This lifecycle view is intended to provide a common reference point for understanding where collateral-
related review activity occurs today and how those activities differ by stage, objective, population,
evidence, and intended users. It may also help market participants identify opportunities to improve
consistency, transparency, and continuity across the structured finance process, including the handoff of
collateral information, exceptions, and reporting outputs from one stage to the next. The appropriate scope,
procedures, related workstreams, reporting format, and delivery model for any activity should be
determined separately based on the specific objective, transaction context, available evidence, and
applicable professional, legal, regulatory, or contractual considerations.

Current Areas of Overlap, Disconnection, and Further Alignment
One of the working group’s key tasks will be to identify where existing collateral review activity is
complementary, where similar activity may be performed for different purposes, and where lifecycle
handoffs may be less visible or less consistently reported.
Today, multiple parties often review similar information for different purposes. For example, issuers and
servicers may validate pool data, warehouse lenders may review collateral for facility or borrowing base
purposes, accounting firms may perform specified procedures, counsel may review transfer and perfection
documents, custodians may review collateral files, trustees may receive collateral schedules and reporting
data, and rating agencies and investors may conduct their own review activity.
These activities are valuable, but they are not always connected through a common collateral continuity
framework.
Common areas where similar information may be reviewed for different purposes include:

e Review of selected tape fields or collateral attributes;

o Eligibility-related data fields reviewed at warehouse, pool selection, and securitization stages;
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e use of common collateral schedules across warehouse, sale, assignment, trustee, custodian,

investor reporting, and servicer processes;

e Exception tracking across accounting firm, custodian, legal, warehouse, investor reporting, and

servicing workstreams; and

¢ Disclosure, stratification, waterfall or reporting calculations reviewed by multiple parties.
Common areas of disconnection or limited visibility include:

e limited cross-facility pledge visibility;

e limited linkage between warehouse release records and securitization transfer records;
inconsistent reconciliation between final collateral schedules and trustee or custodian onboarding
records;
fragmented tracking of open, waived, remediated, or carried-forward exceptions;
inconsistent treatment or reporting of title, lien, and collateral file exceptions;
limited post-closing validation of collateral schedule continuity;
inconsistent duplicate identifier review across specified populations; and

e Unclear handoff of exception follow-up across lifecycle stages.

The goal is not to eliminate all overlap. Some redundancy is appropriate where different parties have
different objectives, users, standards, or responsibilities. The goal is to distinguish useful independent or
complementary review activity from inefficient duplication and identify areas where targeted review
activity or improved reporting conventions may provide incremental value.

Baseline-Plus-Modules Approach

A central concept for the working group is a baseline-plus-modules approach.

Under this model, the market would align around common objectives and reporting conventions, while
allowing review activities, and delivery models to vary based on transaction facts.

Baseline Framework
The baseline framework could apply broadly across Auto ABS and consumer ABS transactions as a set
of common objectives, procedure categories, and reporting conventions.
e Collateral testing — selected data tape attribute comparisons to specified source documents,
system records, transaction schedules, or other identified evidence;
o Eligibility-related data review — review of selected data fields relevant to objective eligibility
criteria;
e Disclosure and stratification review — recalculation or comparison of selected disclosure tables,
pool stratifications, or other collateral reporting outputs;
e Collateral schedule continuity — comparison of specified collateral populations across data files,
collateral schedules, transaction records, or reporting outputs, where applicable;
e Exception reporting conventions — common categories, statuses, remediation indicators, and
not-testable designations; and
e Population, source evidence, and limitation conventions — identification of the population
tested, source evidence used, cut-off date, data file version, stated criteria, intended users, and
applicable limitations.
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Targeted Modules

Additional targeted modules could be layered on based on transaction features, risk factors, data
availability, lifecycle stage, or market participant needs. Potential modules may be grouped into the
following areas:

e Collateral transfer / movement modules — warehouse release comparison, sale and assignment
schedule comparison, trust collateral schedule comparison, trustee or custodian onboarding
comparison, or event-driven pledge / release status comparison.

e Collateral population / reporting reconciliation modules — first reporting period collateral roll-
forward, trust collateral schedule to servicer report comparison, collateral additions / removals
review, repurchase and substitution activity review, or managed / revolving pool population

review.

e Payment processing and cash reporting modules — selected payment receipt, collection,
remittance, or account activity comparisons, where available and separately scoped.

e Waterfall / trigger modules — payment date reporting review, waterfall recalculation,

performance trigger recalculation, covenant calculation review, or reporting restatement review.
Operational modules — servicing process review, data flow review, file management review, trustee or
custodian onboarding review, exception management review, or servicer transition readiness review.

Stratification Factors

The selection of targeted modules could be driven by several factors, including asset class, secured versus
unsecured collateral, captive versus non-captive issuer, issuer size and program maturity, warehouse-to-
term securitization structure, number of warehouse facilities, substitution activity, availability of reliable
unique identifiers, title and lien data availability, historical exception rates, unresolved prior exceptions,
investor or rating agency diligence requests, servicer complexity, prior reporting restatements, heightened
market concern, and overall transaction complexity.

This approach avoids a one-size-fits-all procedure set while giving the market a more consistent way to
select targeted procedures based on objective criteria.

Working Group Objectives and Proposed Outputs

The working group will undertake a structured effort to develop a practical, market-oriented framework
for lifecycle collateral verification and modular review standardization. The outputs should distinguish
lifecycle objectives from the delivery model used to address them.

1. Define Scope and Objectives

The group will confirm the initial asset class and transaction scope, with an expected initial focus on Auto
ABS and consumer ABS.

The group will define the primary objectives to be addressed, including data integrity, asset uniqueness,
collateral schedule continuity, eligibility, transfer schedule alignment, post-closing reporting continuity,
and exception governance.

2. Map Current-State Review Activities

The group will prepare a current-state map showing where collateral related review activity occurs today
across the transaction lifecycle.
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The map would identify the lifecycle stage, party performing the procedure, source evidence used,
population tested, timing of review, output or report produced, exception tracking method, and limitations
of the activity.

3. Identify Overlaps, Complementary Activities, and Areas of Disconnection

Using the current-state map, the group will identify where review activities are duplicative, where they
are complementary, and where lifecycle handoffs or reporting conventions may be less visible or less
consistent.

Particular attention will be given to warehouse release alignment, transfer schedule tie-outs, trust collateral
schedule reconciliation, post-closing reporting continuity, and unresolved exception carry-forward.

4. Develop Objective-Based Verification Categories

The group will define objective categories that can anchor future review, comparison, recalculation, data-
agreement, or other verification procedures, recognizing that the appropriate delivery model should be
evaluated separately.

These categories may include data integrity, asset existence indicators, asset uniqueness, eligibility
compliance, collateral schedule reconciliation, pledge, release and transfer documentation consistency,
title or lien data consistency where applicable, disclosure and stratification integrity, cash and payment
reporting, repurchase and substitution tracking, and exception governance.

5. Create a Baseline-Plus-Modules Framework

The group will develop a baseline framework and identify additional add-on modules.

The baseline will include procedures and reporting conventions expected to be broadly applicable. The
modules will address specific transaction features, lifecycle stages, or risk factors.

6. Develop a Common Exception Taxonomy

The group will evaluate whether the market would benefit from standardized exception categories and
statuses.

Potential exception categories may include data mismatches, duplicate identifiers, missing source
documents, eligibility exceptions, collateral schedule breaks, title or lien exceptions, warehouse release
inconsistencies, assignment schedule mismatches, unresolved prior exceptions, waived exceptions, and
not-testable items.

Potential exception statuses may include open, remediated, waived, removed from pool, substituted,
repurchased, carried forward post-closing, escalated, pending source evidence, and unable to test.

7. Develop Reporting and Limitation Conventions

The group will consider a common reporting framework that identifies procedures performed, populations
tested, source evidence used, exceptions identified, exception status, limitations, data completeness
assumptions, and intended users.

The group will identify common boundary and limitation concepts that may inform report language, while
recognizing that final language would need to be determined by each firm based on the applicable
engagement terms, professional standards, and firm policies., These concepts may includethat procedures
should not be described as providing assurance, legal conclusions, fraud detection, true-sale opinions,
perfection analyses, or confirmation that assets have not been pledged elsewhere, unless specifically
scoped and supported under the applicable engagement terms and professional standards.

8. Identify Data Requirements and Feasibility Considerations

The group will define the data and evidence needed to support baseline and modular procedures.

This may include loan IDs, VINs, contract numbers, account numbers, warechouse facility identifiers,
pledge dates, release dates, sale dates, trust schedule identifiers, title status, lienholder information,
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custodian file identifiers, repurchase indicators, substitution indicators, exception status, and remediation
dates.

The group will also consider how the framework should scale for different issuer types, including large
captive issuers, smaller non-captive originators, fintech platforms, and higher-risk or more complex
structures.

Proposed Initial Deliverables
The working group’s initial phase should focus on practical deliverables rather than a comprehensive
universal protocol.
Recommended Phase 1 deliverables include:
1. Lifecycle Review Map
A map of where collateral-related review activity occurs across warehouse / pre-securitization
financing, securitization preparation / pre-closing, closing / transfer, post-closing, and ongoing /
event-driven stages.
2. Current-State Overlap and Disconnection Assessment
A summary of complementary review activity, potential duplication, disconnected workstreams,
and areas where reporting or lifecycle handoffs may be less visible.
3. Objective-Based Verification Framework
A set of common collateral review objectives that can be used to organize potential procedures,
related workstreams, and delivery model considerations.
4. Baseline-Plus-Modules Framework
A structure for applying core baseline procedures and targeted modules based on transaction-
specific factors.
5. Verification Framework Alignment Map
A high-level mapping of which objectives may be suited to accounting firm procedures and
which may be better addressed through legal, custodial, trustee, servicing, investor, rating
agency, or other transaction-party workstreams.
6. Common Exception Taxonomy
Standardized exception categories, statuses, and key data fields.
7. Model Reporting Framework
A common report outline addressing procedures, populations, source evidence, findings,
exceptions, limitations, and data completeness.
8. Boundary and Limitation Language
Common concepts for clarifying the role and boundaries of deliverables, including no assurance,
no legal conclusion, no fraud detection, and no confirmation that assets have not been pledged
elsewhere unless separately scoped and supported under the applicable engagement terms and
professional standards.

Summary Positioning

The working group is seeking to create a practical framework that improves transparency around collateral
verification across the structured finance lifecycle.

The effort should standardize objectives, reporting conventions, exception taxonomy, and limitation
language, while distinguishing lifecycle objectives from the delivery model used to address them.
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The goal is not to create a universal fraud mitigation protocol or assign accounting firms responsibility for
the full collateral lifecycle. Instead, the goal is to identify where targeted review, comparison,
recalculation, data-agreement, or other verification activity may provide value within a broader market
framework, while clearly distinguishing those activities from legal, custodial, trustee, servicing,
underwriting, rating agency, investor, and other transaction-party workstreams.

Sincerely,

H

Dallin Merrill
Head of Policy
Structured Finance Association
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