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Re: Credit Risk Retention: Re-Proposed Rule

Ladies and Gentlemen:

I write onbehalfofAllison Transmission, Inc., the world's largest manufacturer of fully
automatic transmissions for medium- and heavy-duty commercial vehicles and hybrid-
propulsion systems for city buses. We are headquartered in Indianapolis, Indiana, providing
2.500 jobs in the region.

We write to respectfully request that you continue to refine theproposed risk retention
rules and exemptions relating to collateralized loan obligations ("CLOs") topreserve an
important source of credit and liquidity toourcompanies and the country as a whole.
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We refer to the jointly Re-Proposed Rules (together with the accompanying
supplementary information, "Re-Proposal")1 issued by the Department ofthe Treasury, the
Office of the Comptroller of the Currency, the Board ofGovernors ofthe Federal Reserve
System, and the Federal Deposit Insurance Corporation, the Securities and Exchange
Commission, the Federal HousingFinance Agency and the Department of Housingand Urban
Development (collectively, the "Agencies") to implement the requirements of section 941(b)of
the Dodd-Frank Wall Street Reform and Consumer Protection Act of2010, as codified at Section
15Gof the Securities ExchangeAct of 1934, as amended. The Re-ProposingRelease revises
and re-proposes certainrules that originally wereproposedin April 2011.

Whilethe rules set forth in the Re-Proposal will have implications for a largenumber of
asset classes, we write this letter in regard to thoseprovisions of the Re-Proposal relatingto
collateralized loan obligations ("CLOs"). The access to creditand liquidity facilitated by CLOs
provide an important engine for ourbusiness, and weare concerned that the re-proposed rules
willhaveadverse consequences on thisvaluable form of financing. Werespectfully request that
the Agencies do furtherwork on the rules (and exemptions) concerning CLOs, so that the final
rules donot stifleourcompany funding options, resulting in higher borrowing costs.

We understand that numerous trade groups and otherorganizations are submitting
comments on the Re-Proposal, with manyof those comments addressing the implications for
CLOs. As a numberof thoseother comment letters point out, adoptionof the risk retention rules
as set forth in the Re-Proposal would likely result in a significant reduction in the formation of
CLOsand in overall activity in the CLOmarkets. In our experience, CLOs serve as a valuable
source of credit and liquidity for lenders to companies of manysizes, in every industry, and in
every region of thecountry. Byproviding anactive secondary market for syndicated corporate
loans, CLOs provide an important means forbank lenders to manage their credit risk, comply
with capital regulations, and free upresources to engage in further lending. A robustCLO
market therefore means thatcompanies such as ourshavebetteraccess to vital financing, at a
lower cost.

If the rules as re-proposed are adopted, we fear that CLOs will become a much-
diminished presencein the marketplace, making less credit available for the commercial loans
thatprovide lifeblood to ourcompanies. Because CLOs arean important source of competition
in theprovision ofcredit, their disappearance would mean that less capital is directed to support
commercial lending, and our costs ofcredit would increase while our access to credit would
decrease. Consequently, adoption without revision of the risk retention rules as set forth in the
Re-Proposal will likely result in higher financing costs for ourbusiness and for manyother
companies.

The goals ofsection 941 of theDodd-Frank Act are important ones. We are not
advocating a return of excessively risky securitizations nor do we want standards so loose that
the rules would subvert Congressional intent. Rather, wehave seenthe utility of CLOs and, in
ourexperience, they were not a contributing factor to the financial crisis. CLOs simply arenot
the typeofinstruments thatwarrant riskretention requirements that would make themless
available as a source of credit and liquidity.
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We therefore urge the Agencies, when writingthe final rules on risk retention and the
important protections those rules are intended to provide to consumers and thestability of the
financial markets, to consider the importance ofCLOs to thefinancing needs ofAmerican
businesses suchas ours. Wehope that theAgencies will carefully consider the comments it
receives onthismatter and will seek to craft final rules (including appropriate exemptions) that
will avoid detrimental effects on the vital CLO market and on the American businesses who rely
on that market.

We thank the Agencies for their time and consideration of this and other comment letters
beingsubmitted on the Re-Proposal.

With a copy to:

Sincerely,

David Grq
Executive Vice-President, Chief Financial Officer
and Treasurer

Mary Miller, Assistant Secretary for Financial Markets, Department of the Treasury
JeffFoster, SeniorPolicy Advisor, Department of theTreasury
Beth Mlynarczyk, Policy Advisor, Department of the Treasury


