
MEMORANDUM 
-
TO: Commission File No. S7-2 1-04 

FROM: Jennifer G. Williams, Attorney-Adviser 
Office of Rulemaking 
Division of Corporation Finance 
U.S. Securities and Exchange Commission 

DATE: July 12,2004 

RE: Release Nos. 33-84 19; 34-49644 

On July 1,2004, Division of Corporation Finance staff met with William P. 
Walther, Jr., Edward M. Frere, Jr., Christine A. Tincher, and Kwan Lee of Wells Fargo 
Bank. They presented their views on the impact of the proposed rules for mortgage- 
backed transactions and the parties involved in these transactions, including master 
servicers. Handouts are attached. 
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I. Introductions 

Ed Frere 
Senior Vice President 
Structured Products Group 

William "Doc" Walther 
Vice President 
Head of Client Services 
Structure Products Group 

Kwan Lee 
Vice President 
Client Services Manager 
REMIC Tax and SEC Reporting 

Christine A Tincher 
Vice President 
Client Services Manager 
RMBS Master Servicing 

11. Purpose 

Wells Fargo Bank, N.A. is a major participant in the asset-backed securities 
industry. Our roles in the industry cover Servicer, Issuer, Depositor, Master 
Servicer, Securities Administrator (including REMIC, tax and SEC Reporting) 
and Trustee. As of May 3 1,2004, Wells Fargo Bank, N.A. Corporate Trust 
Services played a role on 2,387 transactions (RMBS, CMBS, ABS and CDO). 
Wells Fargo acts as master servicer for 715 of those transactions. Wells Fargo 
estimates its market share of 2003 new master servicing business to be in 
excess of 80% (this reflects only true third party master servicing and 
excludes all conduits & captives including where we act as Master Servicer 
for Wells Fargo transactions). 

In addition, as of May 31,2004 we managed 2,415,176 loans with a UPB of 
$608.4 billion on our database as of May 3 1,2004. For the March 30, 2004 
10-K filing deadline we prepared 332 filings and signed Section 302 
Certifications for 172 transactions. We have filed an average of 2 13 8-K 
filings per month over the last year. Although we play other roles, the 
purpose of today's discussion is to discuss with the SEC the role we play as a 
Master Servicer in the RMBS industry and the related impact of the Asset- 
Backed Securites; Proposed Rule. 

Our comments today primarily relate to the following, overriding concerns: 

Page 1 



Wells Fargo Corporate Trust Services Master Servicing 
Securities and Exchange Commission 
July 1,2004 
Talking points 

First, the continuing ability of Wells Fargo to sign Section 302 
Certifications and the impracticality of a single "responsible party" to 
provide a platform level compliance certification and accountants' 
attestation; 

Second, the information required to be disclosed for Oversight Master 
Servicers and securities administrators; 

Third, the timing of the required Form 10-D and Form 8-K filings, the 
nature of certain of the information required to be reported on such 
Forms, and their applicability to existing ABS transactions; and 

Fourth, the proposed suspension of reporting under Form 15 and 
determination of the number of holders for purposes of Form 15 and 
10-K Filing. 

Role Definitions 

Administrator - any person responsible for calculating and/or making 
distributions or payments to holders of the asset-backed securities, but that 
does not also perform the functions of a master servicer, servicer or trustee. 
The administrator may also be responsible for preparing and filing required 
securities law and tax reports and serving as securities registrar 

Servicer - any person that is contractually responsible for the management or 
collection of any of the receivables or other financial assets underlying the 
asset-backed securities, provided that no other servicer or master servicer is 
contractually liable to the issuing entity for such person's activities as to those 
assets. The term "servicer" also may include any person responsible for 
calculating and making distributions or payments to holders of the asset- 
backed securities that also performs servicing functions. 

Master Servicer - any person that does not itself perform servicing functions 
but as to the issuing entity is either (1)  contractually liable for the activities of 
servicers or subservicers in servicing the pool assets, or (2) contractually 
responsible for monitoring the activities of servicers or subservicers and 
replacing them if needed. The term "master servicer" also may include any 
person responsible for calculating and making distributions or payments to 
holders of the asset-backed securities that also performs master servicing 
functions. 
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The focus of our comments today relate to the type of master servicing identified in 
clause (2) of the definition of Master Servicer above because that is Wells Fargo7s typical 
master servicing role for RMBS transactions. We refer to this role as the "Oversight 
Master Servicer". 

In the typical MBS transaction for which Wells Fargo acts as Oversight Master Servicer, 
it performs oversight and monitoring functions with respect to the primary servicers but it 
is not contractually responsible to investors for the servicing activities of such servicers. 
This type of oversight master servicing predominates in MBS transactions in which the 
loan seller (such as an affiliate of an investment bank) purchases pools of mortgage loans 
from third-party originators for the purpose of securitizing the loans and underwriting the 
related MBS and the seller does not also have a captive servicing operation to act as 
overall servicer I master servicer. These loan pools generally are purchased by the loan 
seller on a "servicing retained" basis; that is, the originators of the loans continue to 
service them for the benefit of the purchaser or, after securitization, the securitization 
trust. 

In this type of transaction, servicers: 

have primary responsibility for servicing and direct contact with borrowers; 

are responsible for all collection and direct servicing activities, including 
approvals of loan modifications and assumptions, collecting principal, interest and 
escrow payments, paying taxes and insurance premiums, loss mitigation activities, 
instituting and prosecuting foreclosure proceedings and the sale or other 
disposition of foreclosed mortgaged properties; 

are paid a significant servicing fee, generally required to be no less than 25 basis 
points for prime quality fixed rate residential mortgage loans and 37.5 basis points 
for prime quality adjustable rate residential mortgage loans, and 

are liable to the securitization trust for all servicing errors and omissions and 
improper servicing. 

In contrast, the Oversight Master Servicer: 

does not service the mortgage loans, and does not have direct contact with 
borrowers; 

has a supervisory or oversight role with respect to the servicers, and is responsible 
for terminating and replacing a servicer who defaults under its servicing 
agreement; 

is paid a master servicing fee (generally a small fraction of the typical servicing 
fee); 
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is not liable for servicing errors or omissions or improper servicing; and is liable 
to holders of the related MBS only for its failure to perform its master servicing 
obligations. 

IV. Comments as to the Commissions Asset-Backed Securites; Proposed Rule 

Attestation and Compliance 
Responsible Party 
Platform Level Attestation 
Timing of Attestation 
1 12 1 Compliance Certification 
Reporting threshold 

Disclosure 
Current disclosure level 
1 107 requirements 
Rating Agency Review 
Attestation impact 

Reporting 
Distinct separation of the 10-D and 8K 
8-K Timing and Extension - 15 days vs 4 business days proposed 
1 1 19 Requirements - items to exclude fiom new 10-D 
(prepayment speed, interest rate sensitivity, financial statements 
and other computed performance indicators,). 
Grandfathering - Impact of existing contractual arrangements 
Updates to EDGAR - file formats, monthly reports, propose 
change in filing deadlines to midnight. 

Proposed Suspension of Form 15 and Determination of Holders 
Form 15 - Do not support suspension 
Holder Determination - Propose counting book entry securities 

(ex, DTCC and similar entities) as one holder 

V. Experiences in recent filings 
Restrictive Language 
Sarbanes Oxley Implementation 
Non-Compliance Disclosure 

VI. Conclusion 
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736 

5 
2,132 
274 
167 

2578 

117 
1.556 
130 
235 
180 

2218 

75 
36 

1,152 
484 
1747 

58 
27 

1,612 
283 
1980 

62 

20 
541 

1.717 
427 
2767 

70 
32 

1,910 
477 
2489 

in 
1,694 
150 
73 
222 
2316 


