
IMPORTANT NOTICE

Attached please find an electronic copy of the Offering Circular (the 'Offering Circular"), dated March
15, 2007 relating to the offering of certain notes (the "Notes") of GEMSTONE CDO VII LTD. (the
'Issuer") and GEMSTONE CDO VII CORP. (the Co-Issuer and together with the Issuer, the "Issuers").

The Offering Circular is highly confidential and does not constitute an offer to any person, other than the
recipient, or to the public generally to subscribe for or otherwise acquire any of the securities described
therein.

Distribution of this electronic transmission of the Offering Circular to any person other than (a) the person
receiving this electronic transmission from Deutsche Bank Securities Inc. as Initial Purchaser on behalf of
the Issuers, and (b) any person retained to advise the person receiving this electronic transmission with
respect to the offering contemplated by the Offering Circular (each, an "Authorized Recipient") is
unauthorized. Any photocopying, disclosure or alteration of the contents of the Offering Circular, and any
forwarding of a copy of the Offering Circular or any portion thereof by electronic mail or any other means
to any person other than an Authorized Recipient, is prohibited. By accepting delivery of this Offering
Circular, each recipient hereof agrees to the foregoing.
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Gemstone CDO VII Ltd.
Gemstone CDO ViI Corp.
U.S.$244,000,000 Class A-la Floating Rate Notes Due December 2045
U.S.$400,000,000 Class A-1b Floating Rate Notes Due December 2045
U.S.$159,000,000 Class A-2 Floating Rate Notes Due December 2045
U.S.$96,900,000 Class B Floating Rate Notes Due December 2045
U.S.$68,300,000 Class C Floating Rate Deferrable Interest Notes Due December 2045
U.S.$55,100,000 Class D Floating Rate Deferrable Interest Notes Due December 2045
U.S.$18,700,000 Class E Floating Rate Deferrable Interest Notes Due December 2045
U.S.$59,500,000 Preference Shares
Secured by a Portfolio of Asset-Backed Securities
Gemstone CDO VII Ltd., an exempted company with limited liability incorporated under the laws of the Cayman Islands (the
Issuer'), and Gemstone CDO VII Corp., a Delaware corporation (the "Co-Issuerf and, together with the Issuer, the 'Issuers"), will
issue U.S.$244,000,000 Class A-la Floating Rate Notes Due December 2045 (the "Class A-la Notes"), U.S.5400,000,000 Class
A-lb Floating Rate Notes Due December 2045 (the "Class A-lb Notes" and, together with the Class A-la Notes, the "Class A-1
Notes"), U.S.$159,000,000 Class A-2 Floating Rate Notes Due December 2045 (the "Class A-2 Notes") and, together with the
Class A-1 Notes, the "Class A Notes"), U.S.$96,900,000 Class B Floating Rate Notes Due December 2045 (the "Class B Notes"),
U.S.$68,300,000 Class C Floating Rate Deferrable Interest Notes Due December 2045 (the "Class C Notes"), U.S.$55,100,000
Class 0 Floating Rate Deferrable Interest Notes Due December 2045 (the "Class D Notes") and U.S.$18,700,000 Class E Floating
Rate Deferrable Interest Notes Due December 2045 (the "Class E Notes" and, together with the Class A Notes, Class B Notes,
Class C Notes and Class D Notes, the "Notes". The Notes will be issued and secured pursuant to an Indenture dated as of March
15, 2007 (the "Indenture"), among the Issuer, the Co-Issuer and Deutsche Bank Trust Company Americas, as trustee (the
"Trustee"). The Collateral securing the Notes will be managed by HBK Investments LP. (together with Its affiliated subadvisors, the
"Collateral Manager"). (continued on next page)
It Is a condition to the Issuance of the Notes that the Class A-1 Notes be rated "Aaa" by Moody's Investors Service, Inc. ("Moody's")
and "AAA" by Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc. ("Standard & Poor's" and,
together with Moody's, the "Rating Agencies"), that the Class A-2 Notes be rated "Aaa" by Moody's and "AAA" by Standard &
Poor's, that the Class B Notes be rated at least "Aa2" by Moody's and "AA" by Standard & Poor's, that the Class C Notes be rated at
least "A2" by Moody's and "A" by Standard & Poor's, that the Class D Notes be rated at least "Baa2" by Moody's and "BBB* by
Standard & Poor's and that the Class E Notes be rated at least "Bal" by Moody's and "BB+" by Standard & Poor's. The Preference
Shares will not be rated.
This document constitutes a prospectus under the Prospectus Directive. The "Prospectus Directive" means Directive 2003/71/EC
of the European Parilament and of the Council of 4 November 2003 on the prospectus to be published when securities are offered
to the public or admitted to trading.
Application will be made to the Irish Financial Services Regulatory Authority, as competent authority under Directive 2003/71/EC, for
the prospectus to be approved. Application will be made to the Irish Stock Exchange to admit the Notes to the Official List and
trading on its regulated market. Such approval will relate only to Notes which are to be admitted to trading on the regulated market
of the Irish Stock Exchange or other regulated markets for the purposes of Directive 93122/EEC or which are to be offered to the
public in any Member State of the European Economic Area. There can be no assurance that such admission will be granted. No
application will be made to list the Notes on any other stock exchange.
Investing In the Notes Involves risks. See "Risk Factors" starting on page 26.
THE PLEDGED ASSETS OF THE ISSUER ARE THE SOLE SOURCE OF PAYMENTS ON THE NOTES AND THE PREFERENCE
SHARES. THE NOTES AND THE PREFERENCE SHARES DO NOT REPRESENT AN INTEREST IN OR OBLIGATIONS OF, AND
ARE NOT INSURED OR GUARANTEED BY, THE TRUSTEE, THE COLLATERAL MANAGER, DEUTSCHE BANK SECURITIES
INC. ("DBSI' OR THE "INITIAL PURCHASER"), ANY OF ITS AFFILIATES OR ANY OTHER PERSON OR ENTITY.

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE "SECURITIES ACT"), UNDER APPLICABLE STATE SECURITIES LAWS OR UNDER THE LAWS
OF ANY OTHER JURISDICTION. NEITHER THE ISSUER NOR THE CO-iSSUER IS OR WILL BE REGISTERED UNDER THE
UNITED STATES INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE INVESTMENT COMPANY ACT"), IN RELIANCE
UPON THE EXCLUSION PROVIDED BY SECTION 3(c)(7) THEREOF. THE NOTES AND PREFERENCE SHARES ARE BEING
OFFERED (A) IN THE UNITED STATES IN REUANCE UPON AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS
OF THE SECURITIES ACT (1) PROVIDED BY SECTION 4(2) THEREOF TO A LIMITED NUMBER OF INSTITUTIONAL
ACCREDITED INVESTORS WITHIN THE MEANING OF RULE 501(s)(1), (2), (3) or (7) UNDER THE SECURITIES ACT, OR (II)
PURSUANT TO RULE 144A UNDER THE SECURITIES ACT ("RULE 144A-) TO "QUALIFIED INSTITUTIONAL BUYERS" (AS
DEFINED IN RULE 144A), AND (B) OUTSIDE THE UNITED STATES TO PERSONS WHO ARE NOT U.S. PERSONS (AS
DEFINED IN REGULATION S) IN OFFSHORE TRANSACTIONS IN RELIANCE ON REGULATION S UNDER THE SECURITIES
ACT ("REGULATION S") AND, IN EACH CASE, IN ACCORDANCE WITH APPLICABLE LAWS. THE NOTES AND
PREFERENCE SHARES MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO OR FOR THE ACCOUNT
OR BENEFIT OF U.S. PERSONS EXCEPT TO QUALIFIED PURCHASERS (WITHIN THE MEANING OF THE INVESTMENT
COMPANY ACT AND THE RULES THEREUNDER). EACH PURCHASER OF NOTES OR PREFERENCE SHARES WILL BE
DEEMED TO HAVE MADE OR WILL BE REQUIRED TO MAKE CERTAIN ACKNOWLEDGMENTS, REPRESENTATIONS AND
AGREEMENTS AS SET FORTH UNDER "TRANSFER RESTRICTIONS." A TRANSFER OF NOTES OR PREFERENCE SHARES
(OR ANY INTEREST THEREIN) IS SUBJECT TO CERTAIN RESTRICTIONS DESCRIBED HEREIN, INCLUDING THAT NO
SALE, PLEDGE, TRANSFER OR EXCHANGE MAY BE MADE IN A DENOMINATION LESS THAN THE REQUIRED MINIMUM
DENOMINATION. SEE "TRANSFER RESTRICTIONS."
The Notes are offered by the Initial Purchaser at varying prices determined In each case at the time of sale, subject to prior sale,
when, as and if issued, the approval of certain legal matters by counsel and the satisfaction of certain other conditions. The Initial
Purchaser reserves the right to withdraw, cancel or modify such offer and to reject orders In whole or in part. It is expected that the
Notes will be delivered on or about March 15, 2007 (the "Closing Date") through the facilities of The Depository Trust Company
("DTC"), Eurociear Bank S.A./N.V., and Clearstream Banking, socidt6 anonyme, against payment therefor in immediately available
funds. The Preference Shares will be Initially placed by the Issuer to a single investor. It Is a condition to the Issuance of each of
the Notes and the Preference Shares that all of the Notes and the Preference Shares be issued concurrently.

DEUTSCHE BANK SECURITIES INC.
The date of this Offering Circular is March 15, 2007
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(cover continued)

Concurrently with the issuance of the Notes, the Issuer will issue 59,500 Preference Shares pursuant to
the Memorandum and Articles of Association of the Issuer (the "Issuer Charter") and in accordance with
a Preference Share Paying Agency Agreement dated as of March 15, 2007 (the "Preference Share
Paying Agency Agreement"), among the Issuer, Deutsche Bank Trust Company Americas, acting
through an affiliate or agent outside the United States as preference share paying agent and preference
share transfer agent (in such capacities, the "Preference Share Paying Agent" and the "Preference
Share Transfer Agent") and Deutsche Bank (Cayman) Limited as the share registrar (in such capacity,
the "Share Registrar").

Interest on the Notes will be payable in U.S. dollars in arrears on each Payment Date. Payments of
principal of and interest on the Notes on any Distribution Date will be made if and to the extent that funds
are available on such Distribution Date in accordance with the Priority of Payments set forth herein.
Distributions on the Preference Shares will be paid to the extent funds are available in accordance with
the Priority of Payments. See "Description of the Notes-Interest," "-Principal" and "-Priority of
Payments." The principal of the Notes is payable on each Distribution Date and is required to be paid by
their applicable Stated Maturity, unless redeemed or repaid prior thereto. See "Description of the Notes-
Principal."
The Notes are subject to redemption under the circumstances described under "Description of the
Notes-Mandatory Redemption," "-Auction Call Redemption," "-Optional Redemption", "-Clean-Up
Call Redemption" and "-Tax Redemption."

The Notes and Preference Shares offered by the Issuers in the United States will be offered in reliance on
an exemption from the registration requirements of the Securities Act and will be represented by one or
more global notes ("Restricted Global Notes") in fully registered form without interest coupons attached,
deposited with, and registered in the name of, DTC (or its nominee). The Notes offered by the Issuers
outside the United States will be offered in reliance upon Regulation S under the Securities Act and
initially will be represented by one or more temporary global notes ("Temporary Regulation S Global
Notes"), that will be exchangeable for one or more permanent global notes ("Permanent Regulation S
Global Notes" and, together with the Temporary Regulation S Global Notes, the "Regulation S Global
Notes") in fully registered form without interest coupons attached, deposited with, and registered in the
name of, DTC (or its nominee), initially for the accounts of Euroclear Bank S.A./N.V., as operator of the
Euroclear system ("Euroclear"), and/or Clearstream Banking, soci6t6 anonyme ("Clearstream"). Until
and including the 40th day after the later of the commencement of the offering and the Closing Date (one
year later with respect to the Preference Shares) (the "Distribution Compliance Period"), beneficial
interests in a Regulation S Global Note may be held only through Euroclear or Clearstream. Except in
the limited circumstances described herein, certificated notes will not be issued in exchange for beneficial
interests in a global note. See "Description of the Notes-Form, Denomination, Registration and
Transfer." Preference Shares offered in the United States ("Rule 144A Preference Shares") will be
issued in definitive, fully registered form registered in the name of the beneficial owner thereof.

NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY, THE
ISSUER, THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF AGREE THAT EACH OF
THEM AND EACH OF THEIR EMPLOYEES, REPRESENTATIVES, AND OTHER AGENTS MAY
DISCLOSE, IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS, TO ANY AND ALL
PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF
THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX
ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX TREATMENT AND
TAX STRUCTURE, EXCEPT WHERE CONFIDENTIALITY IS REASONABLY NECESSARY TO
COMPLY WITH U.S. FEDERAL, STATE, OR CAYMAN ISLANDS SECURITIES LAWS. FOR
PURPOSES OF THIS PARAGRAPH, THE TERMS "TAX", "TAX TREATMENT", "TAX STRUCTURE",
AND "TAX BENEFIT" ARE DEFINED UNDER TREASURY REGULATION § 1.6011-4(c).

In this Offering Circular, references to "U.S. Dollars"," USD," "Dollars" and "U.S.$" are to United States
dollars.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE

HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES WITH

THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY

REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A

FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS

TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN

EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS

THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR

QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY

OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY

PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT

WITH THE PROVISIONS OF THIS PARAGRAPH.

NOTICE TO PURCHASERS

THE SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES

ACT OR THE SECURITIES LAWS OF ANY STATE. THE SECURITIES ARE TO BE PURCHASED FOR

INVESTMENT ONLY AND MAY NOT BE SOLD, PLEDGED OR OTHERWISE TRANSFERRED BY AN

INVESTOR DIRECTLY OR INDIRECTLY WITHIN THE UNITED STATES OR TO OR FOR THE

ACCOUNT OF U.S. PERSONS (AS DEFINED IN REGULATION S) EXCEPT PURSUANT TO AN

EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT.

PROSPECTIVE PURCHASERS ARE HEREBY NOTIFIED THAT THE SELLER OF ANY SECURITIES

MAY BE RELYING ON THE EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF SECTION

5 OF THE SECURITIES ACT PROVIDED BY SECTION 4(2) OF THE SECURITIES ACT, RULE 144A

OR ANOTHER EXEMPTION FROM THE REGISTRATION REQUIREMENTS UNDER THE

SECURITIES ACT. FOR CERTAIN RESTRICTIONS ON RESALE, SEE "DESCRIPTION OF THE

NOTES-FORM, DENOMINATION, REGISTRATION AND TRANSFER" AND "TRANSFER

RESTRICTIONS" A TRANSFER OF SECURITIES IS SUBJECT TO THE RESTRICTIONS DESCRIBED

HEREIN, INCLUDING THAT NO SALE, PLEDGE, TRANSFER OR EXCHANGE MAY BE MADE OF A

SECURITIES (1) EXCEPT AS PERMITTED UNDER THE SECURITIES ACT AND APPLICABLE STATE

SECURITIES LAWS PURSUANT TO AN EXEMPTION FROM REGISTRATION AS DESCRIBED

HEREIN, (2) EXCEPT IN COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS

SET FORTH IN THE INDENTURE (OR THE PREFERENCE SHARE PAYING AGENCY AGREEMENT

WITH RESPECT TO THE PREFERENCE SHARES) AND (3) IN A DENOMINATION LESS THAN THE

REQUIRED MINIMUM DENOMINATION. THE SECURITIES ARE SUBJECT TO FURTHER

RESTRICTIONS ON TRANSFER. SEE "TRANSFER RESTRICTIONS."

NEITHER THE ISSUERS NOR THE COLLATERAL HAS BEEN REGISTERED UNDER THE

INVESTMENT COMPANY ACT BY REASON OF THE EXEMPTION FROM REGISTRATION

CONTAINED IN SECTION 3(c)(7) THEREOF. EACH ORIGINAL PURCHASER OF AN INTEREST IN

THE SECURITIES AND EACH SUBSEQUENT TRANSFEREE OF AN INTEREST THEREIN THAT IS A

U.S. RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) WILL BE DEEMED

TO HAVE (OR WITH RESPECT TO THE PREFERENCE SHARES, ACTUALLY HAVE) REPRESENTED

AND AGREED THAT IT IS A QUALIFIED PURCHASER AND ALSO WILL BE DEEMED TO HAVE

MADE THE REPRESENTATIONS SET FORTH IN "TRANSFER RESTRICTIONS" HEREIN. NO

TRANSFER OF SECURITIES THAT WOULD HAVE THE EFFECT OF REQUIRING EITHER OF THE

II
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ISSUERS TO REGISTER AS AN INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY
ACT WILL BE PERMITTED. THE PURCHASER OF ANY SECURITY AGREES THAT SUCH SECURITY
IS BEING ACQUIRED FOR ITS OWN ACCOUNT AND NOT WITH A VIEW TO DISTRIBUTION AND
MAY BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) TO A PERSON WHOM
THE SELLER REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER, PURCHASING
FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR OTHER
TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM SECURITIES ACT
REGISTRATION PROVIDED BY RULE 144A OR (B) TO A NON-U.S. PERSON IN AN OFFSHORE
TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S, IN EACH SUCH CASE IN
COMPLIANCE WITH THE INDENTURE AND ALL APPLICABLE SECURITIES LAWS OF ANY STATE
OF THE UNITED STATES OR ANY OTHER JURISDICTION. ANY TRANSFER OF A RESTRICTED
DEFINITIVE NOTE OR A REGULATION S DEFINITIVE NOTE MAY BE EFFECTED ONLY ON THE
NOTE REGISTER MAINTAINED BY THE NOTE REGISTRAR PURSUANT TO THE INDENTURE. ANY
TRANSFER OF A PREFERENCE SHARE MAY BE EFFECTED ONLY ON THE PREFERENCE SHARE
REGISTER MAINTAINED BY THE PREFERENCE SHARE REGISTRAR PURSUANT TO THE
PREFERENCE SHARE PAYING AGENCY AGREEMENT. ANY TRANSFER OF AN INTEREST IN A
RESTRICTED GLOBAL NOTE OR A REGULATION S GLOBAL NOTE WILL BE SHOWN ON, AND
TRANSFERS THEREOF WILL BE EFFECTED ONLY THROUGH, RECORDS MAINTAINED BY DTC
AND ITS DIRECT AND INDIRECT PARTICIPANTS (INCLUDING, IN THE CASE OF REGULATION S
GLOBAL NOTES, EUROCLEAR AND CLEARSTREAM). ANY TRANSFER OF AN INTEREST IN A
REGULATION S GLOBAL PREFERENCE SHARE WILL BE SHOWN ON, AND TRANSFERS THEREOF
WILL BE EFFECTED ONLY THROUGH, RECORDS MAINTAINED BY DTC AND ITS DIRECT AND
INDIRECT PARTICIPANTS (INCLUDING, IN THE CASE OF REGULATION S GLOBAL NOTES,
EUROCLEAR AND CLEARSTREAM).

EACH ORIGINAL PURCHASER AND TRANSFEREE OF A NOTE WILL BE DEEMED TO REPRESENT
AND WARRANT THAT EITHER (A) IT IS NOT AN "EMPLOYEE BENEFIT PLAN" AS DEFINED IN
SECTION 3(3) OF THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS
AMENDED ("ERISA") THAT IS SUBJECT TO TITLE I OF ERISA, A PLAN DESCRIBED IN SECTION
4975(e)(1) OF THE UNITED STATES INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE
"CODE") THAT IS SUBJECT TO SECTION 4975 OF THE CODE, A GOVERNMENTAL OR CHURCH
PLAN WHICH IS SUBJECT TO ANY U.S. FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO
THE PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF
THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN
PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF ERISA, OR
OTHERWISE, OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A
NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF
THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN, A NON-EXEMPT
VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL, STATE OR LOCAL LAW).

EACH ORIGINAL PURCHASER AND TRANSFEREE OF A PREFERENCE SHARE WILL REPRESENT
AND WARRANT THAT IT IS NOT (1) AN ERISA PLAN; (II) A BENEFIT PLAN INVESTOR; (111) A
PERSON ACTING ON BEHALF OF AN ERISA PLAN OR; OR (IV) UNLESS NONE OF ITS ASSETS
COULD BE DEEMED TO INCLUDE "PLAN ASSETS" SUBJECT TO TITLE I OF ERISA OR SECTION
4975 OF THE CODE, ANY OTHER BENEFIT PLAN INVESTOR.

THE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION OR

III
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OTHER REGULATORY AUTHORITY, AND NONE OF THE FOREGOING AUTHORITIES HAS

CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS OFFERING CIRCULAR.

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

This Offering Circular has been prepared by the Issuers solely for use in connection with the offering
described herein of the Notes and the Preference Shares (the "Offering") and for listing purposes. The
Issuers accept responsibility for the information contained in this document (except as provided below).
To the best knowledge and belief of the Issuers, the information contained in this document (except in

respect of the information appearing in the Section (I) "The Collateral Manager" as to which the Collateral

Manager accepts sole responsibility, (ii) "Description of the Initial Investment Agreement-The Initial

Investment Agreement Provider" as to which the Initial Investment Agreement Provider accepts sole

responsibility, (iii) "Deutsche Bank Aktiengesellschaft" as to which the First Synthetic Security
Counterparty accepts sole responsibility and (iv) "Plan of Distribution" as to which the Initial Purchaser
accept sole responsibility), is in accordance with the facts and does not omit anything likely to affect the

import of such information. The Issuers accept responsibility accordingly. The Issuers disclaim any

obligation to update such information and do not intend to do so. Neither the Initial Purchaser nor any of
their affiliates makes any representation or warranty as to, has independently verified or assumes any

responsibility for, the accuracy or completeness of the information contained herein other than the

information appearing in the section "Deutsche Bank Aktiengesellschaft", for which it accepts sole

responsibility. Neither the Collateral Manager nor any of its affiliates makes any representation or

warranty as to, has independently verified or assumes any responsibility for, the accuracy and

completeness of the information contained herein other than the information appearing in the section "The

Collateral Manager", for which it accepts sole responsibility. Neither the Initial Investment Agreement
Provider nor any of its affiliates makes any representation or warranty as to, has independently verified or

assumes any responsibility for, the accuracy and completeness of the information contained herein other
than the information appearing in the section "Description of the Initial Investment Agreement-The Initial

Investment Agreement Provider", for which it accepts sole responsibility. To the best knowledge and

belief of the First Synthetic Security Counterparty, the information contained in the section "Deutsche
Bank Aktiengesellschaft" is in accordance with the facts and does not omit anything likely to affect the

import of such information. To the best knowledge and belief of the Collateral Manager, the information

contained in the section "The Collateral Manager" is in accordance with the facts and does not omit

anything likely to affect the import of such information. To the best knowledge and belief of the Initial
Investment Agreement Provider, the Information contained in the section "Description of the Initial

Investment Agreement-The Initial Investment Agreement Provider" is in accordance with the facts and

does not omit anything likely to affect the import of such information. Nothing contained in this Offering

Circular is or should be relied upon as a promise or representation as to future results or events. The

Trustee has not participated in the preparation of this Offering Circular and assumes no responsibility for
its contents.

AlI of the statements in this Offering Circular with respect to the business of the Issuers, and any financial

projections or other forecasts, are based on information fumished by the Issuers. See "Forward Looking
Statements." None of the Initial Purchaser, the Collateral Manager and their respective affiliates assumes

any responsibility for the performance of any obligations of either of the Issuers or any other persons

described in this Offering Circular (except that the Collateral Manager is responsible for the performance
of its obligations under the Management Agreement) or for the due execution, validity or enforceability of
the Notes, instruments or documents delivered in connection with the Notes or for the value or validity of

any collateral or security interests pledged in connection therewith.

iv
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This Offering Circular contains summaries of certain documents. The summaries do not purport to be
complete and are qualified in their entirety by reference to such documents, copies of which will be made
available to offerees upon request. Requests and inquiries regarding this Offering Circular or such
documents should be directed to DBSI Inc., 60 Wall Street, New York, New York 10005, Attention: Global
Markets/CDO Group. Copies of such documents may also be obtained free of charge from the Irish
Paying Agent.

The Issuers will make available to any offeree of the Notes, prior to the issuance thereof, the opportunity
to ask questions of and to receive answers from the Issuers or a person acting on their behalf conceming
the terms and conditions of the Offering, the Issuers or any other relevant matters and to obtain any
additional information to the extent the Issuers possess such information or can obtain it without
unreasonable expense. The information referred to in this paragraph will also be obtainable at the office
of the Irish Paying Agent.

Each Original Purchaser of a Note or Preference Share (or interest therein) offered and sold in the United
States will be required (or in certain circumstances deemed) to represent to the Initial Purchaser offering
any Note to it that such Original Purchaser (a)(i) is an institutional "accredited investor" within the
meaning of Rule 501(a)(1), (2), (3) or (7) (an "Institutional Accredited Investor"), or (ii) is a qualified
institutional buyer as defined in Rule 144A ("Qualified Institutional Buyer") and (b) is acquiring the
Notes or Preference Shares for its own account for investment purposes and not with a view to the
distribution thereof (except in accordance with Rule 144A). Each Original Purchaser of the Notes and
Preference Shares will also be required to acknowledge or be deemed to acknowledge that the Notes
and Preference Shares have not been and will not be registered under the Securities Act and may not be
reoffered, resold, pledged or otherwise transferred except (a) (i) to a person whom the seller reasonably
believes is both a Qualified Purchaser (as defined below) and a Qualified Institutional Buyer purchasing
for its own account, to whom notice is given that the resale, pledge or other transfer is being made in
reliance on the exemption from registration provided by Rule 144A under the Securities Act or (ii) to a non
U.S. Person in an offshore transaction in accordance with Rule 904 of Regulation S, (b) in compliance
with the certification (if any) and other requirements specified in the Indenture (or Preference Share
Paying Agency Agreement, as applicable) and (c) in accordance with any applicable securities laws of
any state of the United States and any other relevant jurisdiction. Each Original Purchaser of a Note that
is a U.S. resident (within the meaning of the Investment Company Act) will be required to represent or be
deemed to represent that it or the account for which it is purchasing such Notes is a Qualified Purchaser.
A "Qualified Purchaser" is (i) a "qualified purchaser" within the meaning of the Investment Company Act
and the rules thereunder, (ii) a "knowledgeable employee" with respect to the Issuer within the meaning of
Rule 3c-5 under the Investment Company Act, or (iii) a company beneficially owned exclusively by one or
more "qualified purchasers" and/or "knowledgeable employees" with respect to the Issuer.

The Initial Purchaser currently does not intend to make a market in any Class of Notes or the Preference
Shares, and the Initial Purchaser is under no obligation to do so. In the event that the Initial Purchaser
commences any market-making, it may discontinue the same at any time. There can be no assurance
that a secondary market for any Class of Notes or the Preference Shares will develop, or if a secondary
market does develop, that it will provide the holders of such Class of Notes or Preference Shares with
liquidity of investment or that it will continue for the life of such Class of Notes or Preference Shares.

THIS OFFERING CIRCULAR IS FOR INFORMATION PURPOSES ONLY AND IS NOT INTENDED TO
BE RELIED UPON ALONE AS THE BASIS FOR AN INVESTMENT DECISION. IN MAKING AN
INVESTMENT DECISION, PROSPECTIVE INVESTORS MUST RELY ON THEIR OWN EXAMINATION

v
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OF THE ISSUERS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS

INVOLVED AND MUST NOT RELY UPON INFORMATION PROVIDED BY OR STATEMENTS MADE

BY THE INITIAL PURCHASER, THE COLLATERAL MANAGER OR ANY OF THEIR AFFILIATES.

INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR THE FINANCIAL

RISKS OF AN INVESTMENT IN THE NOTES FOR AN INDEFINITE PERIOD OF TIME.

NONE OF THE ISSUERS, THE COLLATERAL MANAGER, THE INTEREST RATE SWAP

COUNTERPARTY (IF ANY), THE SYNTHETIC SECURITY COUNTERPARTY, THE OFFSETTING

TRANSACTION COUNTERPARTY, THE INITIAL INVESTMENT AGREEMENT PROVIDER, THE

INITIAL PURCHASER AND ITS AFFILIATES MAKES ANY REPRESENTATION TO ANY OFFEREE OR

PURCHASER OF NOTES REGARDING THE LEGALITY OF INVESTMENT THEREIN BY SUCH

OFFEREE OR PURCHASER UNDER APPLICABLE LEGAL INVESTMENT OR SIMILAR LAWS OR

REGULATIONS OR THE PROPER CLASSIFICATION OF SUCH AN INVESTMENT THEREUNDER.

THE CONTENTS OF THIS OFFERING CIRCULAR ARE NOT TO BE CONSTRUED AS LEGAL,

BUSINESS OR TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN

ATTORNEY, BUSINESS ADVISOR AND TAX ADVISOR AS TO LEGAL, BUSINESS AND TAX ADVICE.

NO PERSON IS AUTHORIZED IN CONNECTION WITH ANY OFFERING MADE HEREBY TO GIVE

ANY INFORMATION OR MAKE ANY REPRESENTATION OTHER THAN AS CONTAINED HEREIN

AND, IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION MUST NOT BE RELIED

UPON AS HAVING BEEN AUTHORIZED BY THE ISSUER, THE CO-ISSUER, THE COLLATERAL

MANAGER, THE INITIAL PURCHASER OR ITS AFFILIATES. THIS OFFERING CIRCULAR DOES NOT

CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY, (A) ANY

SECURITIES OTHER THAN THE NOTES OR PREFERENCE SHARES OR (B) ANY NOTE OR

PREFERENCE SHARE IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO

MAKE SUCH AN OFFER OR SOLICITATION. THE DISTRIBUTION OF THIS OFFERING CIRCULAR

AND THE OFFERING OF THE NOTES AND/OR PREFERENCE SHARES IN CERTAIN

JURISDICTIONS MAY BE RESTRICTED BY LAW. PERSONS INTO WHOSE POSSESSION THIS

OFFERING CIRCULAR COMES ARE REQUIRED BY THE ISSUERS AND THE INITIAL PURCHASER

TO INFORM THEMSELVES -ABOUT, AND TO OBSERVE, ANY SUCH RESTRICTIONS. IN

PARTICULAR, THERE ARE RESTRICTIONS ON THE DISTRIBUTION OF THIS OFFERING

CIRCULAR, AND THE OFFER AND SALE OF NOTES AND PREFERENCE SHARES, IN THE UNITED

STATES OF AMERICA, THE UNITED KINGDOM AND THE CAYMAN ISLANDS. SEE "PLAN OF

DISTRIBUTION." NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE MADE

HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN NO CHANGE

IN THE AFFAIRS OF THE ISSUERS OR THAT THE INFORMATION HEREIN IS CORRECT AS OF ANY

DATE SUBSEQUENT TO THE DATE AS OF WHICH SUCH INFORMATION IS GIVEN HEREIN. THE

ISSUERS AND THE INITIAL PURCHASER RESERVES THE RIGHT, FOR ANY REASON, TO REJECT

ANY OFFER TO PURCHASE IN WHOLE OR IN PART, TO ALLOT TO ANY OFFEREE LESS THAN

THE FULL AMOUNT OF NOTES SOUGHT BY SUCH OFFEREE OR TO SELL LESS THAN THE

AGGREGATE STATED PRINCIPAL AMOUNT OF ANY CLASS OF NOTES.

THE DISTRIBUTION OF THIS OFFERING CIRCULAR AND THE OFFER OR SALE OF NOTES AND

PREFERENCE SHARES MAY BE RESTRICTED BY LAW IN CERTAIN JURISDICTIONS. NONE OF

THE ISSUER, THE CO-ISSUER OR THE INITIAL PURCHASER REPRESENTS THAT THIS

DOCUMENT MAY BE LAWFULLY DISTRIBUTED, OR THAT ANY NOTES MAY BE LAWFULLY

OFFERED, IN COMPLIANCE WITH ANY APPLICABLE REGISTRATION OR OTHER

REQUIREMENTS IN ANY SUCH JURISDICTION, OR PURSUANT TO AN EXEMPTION AVAILABLE
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THEREUNDER, OR ASSUME ANY RESPONSIBILITY FOR FACILITATING ANY SUCH

DISTRIBUTION OR OFFERING. IN PARTICULAR, NO ACTION HAS BEEN TAKEN BY THE ISSUER,

THE CO-ISSUER OR THE INITIAL PURCHASER WHICH WOULD PERMIT A PUBLIC OFFERING OF

ANY NOTES OR DISTRIBUTION OF THIS DOCUMENT IN ANY JURISDICTION WHERE ACTION FOR

THAT PURPOSE IS REQUIRED. ACCORDINGLY, NO NOTES OR PREFERENCE SHARES MAY BE

OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, AND NEITHER THIS OFFERING CIRCULAR NOR

ANY ADVERTISEMENT OR OTHER OFFERING MATERIAL MAY BE DISTRIBUTED OR PUBLISHED

IN ANY JURISDICTION, EXCEPT UNDER CIRCUMSTANCES THAT WILL RESULT IN COMPLIANCE

WITH ANY APPLICABLE LAWS AND REGULATIONS. PERSONS INTO WHOSE POSSESSION THIS

OFFERING CIRCULAR OR ANY NOTES COME MUST INFORM THEMSELVES ABOUT AND

OBSERVE ANY SUCH RESTRICTIONS.

NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY, THE

ISSUER, THE INITIAL PURCHASER, THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF

AGREE THAT EACH OF THEM AND EACH OF THEIR EMPLOYEES, REPRESENTATIVES, AND

OTHER AGENTS MAY DISCLOSE, IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS, TO

ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX

STRUCTURE OF THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS

OR OTHER TAX ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX

TREATMENT AND TAX STRUCTURE, EXCEPT WHERE CONFIDENTIALITY IS REASONABLY

NECESSARY TO COMPLY WITH U.S. FEDERAL, STATE, OR CAYMAN ISLANDS SECURITIES

LAWS.

THIS DOCUMENT IS CONSIDERED AN ADVERTISEMENT FOR PURPOSES OF APPLICABLE

MEASURES IMPLEMENTING E.U. DIRECTIVE 2003/71/EC. A PROSPECTUS PREPARED

PURSUANT TO THE PROSPECTUS DIRECTIVE WILL BE PUBLISHED, WHICH CAN BE OBTAINED

FROM THE ISSUER AND THE IRISH PAYING AGENT. SEE "LISTING AND GENERAL

INFORMATION".

NOTICE TO FLORIDA RESIDENTS

THE NOTES AND PREFERENCE SHARES ARE OFFERED PURSUANT TO A CLAIM OF EXEMPTION

UNDER SECTION 517.061 OF THE FLORIDA SECURITIES ACT (THE "FLORIDA ACT") AND HAVE

NOT BEEN REGISTERED UNDER THE FLORIDA ACT IN THE STATE OF FLORIDA. FLORIDA

RESIDENTS WHO ARE NOT INSTITUTIONAL INVESTORS DESCRIBED IN SECTION 517.061(7) OF

THE FLORIDA ACT HAVE THE RIGHT TO VOID THEIR PURCHASES OF THE NOTES AND

PREFERENCE SHARES WITHOUT PENALTY WITHIN THREE DAYS AFTER THE FIRST TENDER OF

CONSIDERATION.
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NOTICE TO CONNECTICUT RESIDENTS

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE

CONNECTICUT SECURITIES LAW. THE NOTES AND PREFERENCE SHARES ARE SUBJECT TO

RESTRICTIONS ON TRANSFERABILITY AND SALE.

NOTICE TO GEORGIA RESIDENTS

THE NOTES AND PREFERENCE SHARES HAVE BEEN ISSUED OR SOLD IN RELIANCE ON

PARAGRAPH (13) OF CODE SECTION 10-5-9 OF THE GEORGIA SECURITIES ACT OF 1973, AND

MAY NOT BE SOLD OR TRANSFERRED EXCEPT IN A TRANSACTION WHICH IS EXEMPT UNDER

SUCH ACT OR PURSUANT TO AN EFFECTIVE REGISTRATION UNDER SUCH ACT.

NOTICE TO RESIDENTS OF AUSTRALIA

NO PROSPECTUS, DISCLOSURE DOCUMENT, OFFERING MATERIAL OR ADVERTISEMENT IN

RELATION TO THE NOTES AND PREFERENCE SHARES HAS BEEN LODGED WITH THE

AUSTRALIAN SECURITIES AND INVESTMENTS COMMISSION OR THE AUSTRALIAN STOCK

EXCHANGE LIMITED. ACCORDINGLY, A PERSON MAY NOT (A) MAKE, OFFER OR INVITE

APPLICATIONS FOR THE ISSUE, SALE OR PURCHASE OF THE NOTES AND PREFERENCE

SHARES WITHIN, TO OR FROM AUSTRALIA (INCLUDING AN OFFER OR INVITATION WHICH IS

RECEIVED BY A PERSON IN AUSTRALIA) OR (B) DISTRIBUTE OR PUBLISH THIS OFFERING

CIRCULAR OR ANY OTHER PROSPECTUS, DISCLOSURE DOCUMENT, OFFERING MATERIAL OR

ADVERTISEMENT RELATING TO THE SECURITIES IN AUSTRALIA, UNLESS (1) THE MINIMUM

AGGREGATE CONSIDERATION PAYABLE BY EACH OFFEREE IS THE U.S. DOLLAR EQUIVALENT

OF AT LEAST A$500,000 (DISREGARDING MONEYS LENT BY THE OFFEROR OR ITS

ASSOCIATES) OR THE OFFER OTHERWISE DOES NOT REQUIRE DISCLOSURE TO INVESTORS

IN ACCORDANCE WITH PART 6D.2 OF THE CORPORATIONS ACT 2001 (CWLTH) OF AUSTRALIA,
AND (1l) SUCH ACTION COMPLIES WITH ALL APPLICABLE LAWS AND REGULATIONS.
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NOTICE TO RESIDENTS OF AUSTRIA

THIS OFFERING CIRCULAR IS NOT A PROSPECTUS UNDER THE AUSTRIAN CAPITAL MARKETS
ACT OR THE AUSTRIAN INVESTMENT FUNDS ACT. THIS OFFERING CIRCULAR HAS NOT BEEN
EXAMINED BY A PROSPECTUS AUDITOR AND NO PROSPECTUS ON THE PRIVATE PLACEMENT
OF THE NOTES AND PREFERENCE SHARES HAS BEEN PUBLISHED OR WILL BE PUBLISHED IN

AUSTRIA. THE NOTES AND PREFERENCE SHARES ARE OFFERED IN AUSTRIA ONLY TO A
RESTRICTED AND SELECTED NUMBER OF PROFESSIONAL AND SOPHISTICATED INDIVIDUAL
INVESTORS, AND NO PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES IN

AUSTRIA IS BEING MADE OR IS INTENDED TO BE MADE. THE NOTES AND PREFERENCE
SHARES CAN ONLY BE ACQUIRED FOR A COMMITMENT EXCEEDING ATS600,000 OR ITS
EQUIVALENT VALUE IN ANY FOREIGN CURRENCY. THE INTERESTS ISSUED BY THE ISSUERS
ARE NOT OFFERED IN AUSTRIA, AND THE ISSUERS ARE NOT AND WILL NOT BE REGISTERED

AS A FOREIGN INVESTMENT FUND IN AUSTRIA.

NOTICE TO RESIDENTS OF BAHRAIN

NO PUBLIC OFFER OF THE NOTES AND PREFERENCE SHARES WILL BE MADE IN BAHRAIN AND

NO APPROVALS HAVE BEEN SOUGHT FROM ANY GOVERNMENTAL AUTHORITY OF OR IN

BAHRAIN. NONE OF THE CO-ISSUERS, THE COLLATERAL MANAGER AND THE INITIAL
PURCHASER IS PERMITTED TO MAKE ANY INVITATION TO THE PUBLIC IN THE STATE OF

BAHRAIN TO SUBSCRIBE FOR THE NOTES AND PREFERENCE SHARES AND THIS OFFERING
CIRCULAR MAY NOT BE ISSUED, PASSED TO, OR MADE AVAILABLE TO MEMBERS OF THE

PUBLIC IN BAHRAIN GENERALLY.

NOTICE TO RESIDENTS OF BELGIUM

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD, TRANSFERRED OR

DELIVERED IN OR FROM BELGIUM AS PART OF THEIR INITIAL DISTRIBUTION OR AT ANY TIME

THEREAFTER, DIRECTLY OR INDIRECTLY, OTHER THAN TO PERSONS OR ENTITIES

MENTIONED IN ARTICLE 3 OF THE ROYAL DECREE OF JANUARY 9, 1991 RELATING TO THE

PUBLIC CHARACTERISTIC OF OPERATIONS CALLING FOR SAVINGS AND ON THE ASSIMILATION

OF CERTAIN OPERATIONS TO A PUBLIC OFFER (BELGIAN OFFICIAL JOURNAL OF JANUARY 12,

1991). THEREFORE, THE NOTES AND PREFERENCE SHARES ARE EXCLUSIVELY DESIGNED FOR

CREDIT INSTITUTIONS, STOCK EXCHANGE COMPANIES, COLLECTIVE INVESTMENT FUNDS,

COMPANIES OR INSTITUTIONS, INSURANCE COMPANIES ANDIOR PENSION FUNDS ACTING

FOR THEIR OWN ACCOUNT ONLY.

NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS

NO INVITATION TO SUBSCRIBE FOR ANY NOTES AND PREFERENCE SHARES MAY BE MADE TO

THE PUBLIC IN THE CAYMAN ISLANDS.
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NOTICE TO RESIDENTS OF DENMARK

EACH OF THE ISSUERS AND THE INITIAL PURCHASER HAS AGREED THAT IT HAS NOT
OFFERED OR SOLD AND WILL NOT OFFER, SELL OR DELIVER ANY NOTES AND PREFERENCE
SHARES IN THE KINGDOM OF DENMARK, DIRECTLY OR INDIRECTLY, BY WAY OF PUBLIC

OFFER, UNLESS SUCH OFFER, SALE OR DELIVERY IS, OR WAS, IN COMPLIANCE WITH THE

DANISH ACT NO. 1072 OF DECEMBER 20, 1995 ON SECURITIES TRADING, CHAPTER 12 ON
PROSPECTUSES ON FIRST PUBLIC OFFER OF CERTAIN EXECUTIVE SECURITIES AND ANY

EXECUTIVE ORDERS ISSUED PURSUANT THERETO.

NOTICE TO RESIDENTS OF FINLAND

THIS OFFERING CIRCULAR HAS BEEN PREPARED FOR PRIVATE INFORMATION PURPOSES OF

INTERESTED INVESTORS ONLY. IT MAY NOT BE USED FOR AND SHALL NOT BE DEEMED A
PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES. THE RAHOITUSTARKASTUS
HAS NOT AUTHORIZED ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES AND
PREFERENCE SHARES; ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE

OFFERED OR SOLD IN FINLAND OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY

FINNISH LAW. THIS OFFERING CIRCULAR IS STRICTLY FOR PRIVATE USE BY ITS HOLDER AND

MAY NOT BE PASSED ON TO THIRD PARTIES.

NOTICE TO RESIDENTS OF FRANCE

THIS OFFERING CIRCULAR IS FURNISHED TO YOU SOLELY FOR YOUR INFORMATION AND MAY

NOT BE REPRODUCED OR REDISTRIBUTED TO ANY OTHER PERSON. IT IS STRICTLY

CONFIDENTIAL AND IS SOLELY DESTINED FOR PERSONS OR INSTITUTIONS TO WHICH IT WAS

INITIALLY SUPPLIED. THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER OR AN

INVITATION TO SUBSCRIBE FOR OR TO PURCHASE ANY OFFERED SECURITIES AND NEITHER

THIS DOCUMENT NOR ANYTHING CONTAINED HEREIN SHALL FORM THE BASIS OF ANY

CONTRACT OR COMMITMENT WHATSOEVER.

AS LONG AS THE PROSPECTUS DIRECTIVE IS NOT IMPLEMENTED IN FRANCE, THE FOLLOWING

FRENCH SELLING RESTRICTIONS WILL APPLY: EACH OF THE INITIAL PURCHASER HAS

REPRESENTED AND AGREED, AND EACH FUTURE DEALER WILL BE REQUIRED TO REPRESENT

AND AGREE ,THAT IN CONNECTION WITH THEIR INITIAL DISTRIBUTION IT HAS NOT OFFERED

OR SOLD OR CAUSED TO BE OFFERED OR SOLD AND WILL NOT OFFER OR SELL OR CAUSED

TO BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, ANY OFFERED SECURITIES BY WAY OF

A PUBLIC OFFERING IN THE REPUBLIC OF FRANCE (AN APPEL PUBLIC A L'tPARGNE AS

DEFINED IN ARTICLE L.411-1 OF THE FRENCH CODE MONETAIRE ET FINANCIER (THE "FRENCH

CODE")) AND THAT OFFERS AND SALES OF THE OFFERED SECURITIES WILL BE MADE IN THE

REPUBLIC OF FRANCE IN ACCORDANCE WITH THE ARTICLE L.411-1 AND FOLLOWING OF THE

FRENCH CODE AND DECREE NO.98.880 DATED 1ST OCTOBER, 1998 RELATING TO OFFERS TO

QUALIFIED INVESTORS.
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NOTICE TO RESIDENTS OF GERMANY

THE NOTES AND PREFERENCE SHARES MAY ONLY BE ACQUIRED IN ACCORDANCE WITH THE
GERMAN WERTPAPIERPROSPEKTGESETZ ('SECURITIES PROSPECTUS ACT") AND THE
INVESTMENTGESETZ ('INVESTMENT ACT"). THE. SECURITIES ARE NOT REGISTERED OR
AUTHORIZED FOR DISTRIBUTION UNDER THE INVESTMENT ACT AND MAY NOT BE, AND ARE
NOT BEING OFFERED OR ADVERTISED PUBLICLY OR OFFERED SIMILARLY UNDER THE
INVESTMENT ACT OR THE SECURITIES PROSPECTUS ACT. THEREFORE, THIS OFFER IS ONLY
BEING MADE TO RECIPIENTS TO WHOM THIS DOCUMENT IS PERSONALLY ADDRESSED AND
DOES NOT CONSTITUTE AN OFFER OR ADVERTISEMENT TO THE PUBLIC. THE SECURITIES
CAN ONLY BE ACQUIRED FOR A MINIMUM PURCHASE PRICE OF AT LEAST E 50,000
(EXCLUDING COMMISSIONS AND OTHER FEES) PER PERSON. ALL PROSPECTIVE INVESTORS
ARE URGED TO SEEK INDEPENDENT TAX ADVICE. NONE OF THE ISSUER, THE TRUSTEE, THE
COLLATERAL MANAGER, THE INITIAL PURCHASER OR ANY OF THEIR RESPECTIVE AFFILIATES
GIVES ANY TAX ADVICE.

NOTICE TO RESIDENTS OF HONG KONG

NO PERSON MAY OFFER OR SELL ANY NOTE IN HONG KONG BY MEANS OF THIS OFFERING
CIRCULAR OR ANY OTHER DOCUMENT OTHERWISE THAN TO PERSONS WHOSE ORDINARY
BUSINESS IT IS TO BUY OR SELL SHARES OR DEBENTURES (WHETHER AS PRINCIPAL OR
AGENT) OR IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN OFFER TO THE PUBLIC
WITHIN THE MEANING OF THE COMPANIES ORDINANCE (CHAPTER 32 OF THE LAWS OF HONG
KONG). UNLESS IT IS A PERSON WHO IS PERMITTED TO DO SO UNDER THE SECURITIES LAWS
OF HONG KONG, NO PERSON MAY IN HONG KONG ISSUE, OR HAVE IN ITS POSSESSION FOR
THE PURPOSES OF ISSUE, THIS OFFERING CIRCULAR OR ANY OTHER ADVERTISEMENT,
INVITATION OR DOCUMENT RELATING TO THE NOTES AND PREFERENCE SHARES OTHER
THAN (1) IN RESPECT OF NOTES OR PREFERENCE SHARES TO BE DISPOSED OF TO PERSONS
OUTSIDE HONG KONG OR ONLY TO PERSONS WHOSE BUSINESS INVOLVES THE ACQUISITION,
DISPOSAL OR HOLDING OF SECURITIES, WHETHER AS PRINCIPAL OR AGENT, OR (II) IN
CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN INVITATION TO THE PUBLIC WITHIN THE
MEANING OF THE PROTECTION OF INVESTORS ORDINANCE (CHAPTER 335 OF THE LAWS OF
HONG KONG).

NOTICE TO RESIDENTS OF ITALY

THIS OFFERING CIRCULAR MAY NOT BE DISTRIBUTED TO MEMBERS OF THE PUBLIC IN ITALY.
THE ITALIAN COMMISSIONE NAZIONALE PER LA SOCIETA E LA BORSA HAS NOT AUTHORIZED
ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES OR PREFERENCE SHARES.
ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED OR SOLD IN
ITALY OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY ITALIAN LAW.
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NOTICE TO RESIDENTS OF JAPAN

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED
UNDER THE SECURITIES AND EXCHANGE LAW OF JAPAN. NEITHER THE NOTES, THE
PREFERENCE SHARES NOR ANY INTEREST THEREIN MAY BE OFFERED, SOLD, RESOLD OR
OTHERWISE TRANSFERRED, DIRECTLY OR INDIRECTLY, IN JAPAN OR TO OR FOR THE
ACCOUNT OF ANY RESIDENT OF JAPAN (WHICH TERM AS USED HEREIN MEANS ANY PERSON
RESIDENT IN JAPAN, INCLUDING ANY CORPORATION OR OTHER ENTITY ORGANIZED UNDER
THE LAWS OF JAPAN), OR TO OTHERS FOR RE-OFFERING OR SALE, DIRECTLY OR INDIRECTLY,
IN JAPAN OR TO A RESIDENT OF JAPAN EXCEPT PURSUANT TO AN EXEMPTION FROM THE
REGISTRATION REQUIREMENTS OF, AND OTHERWISE IN COMPLIANCE WITH, THE SECURITIES
AND EXCHANGE LAW AND ANY OTHER APPLICABLE LAW, REGULATIONS AND MINISTERIAL
GUIDELINES OF JAPAN.

NOTICE TO RESIDENTS OF KOREA

NONE OF THE ISSUER, THE CO-ISSUER AND THE INITIAL PURCHASER IS MAKING ANY
REPRESENTATION, EXPRESS OR IMPLIED, WITH RESPECT TO THE QUALIFICATION OF THE
RECIPIENTS OF THIS OFFERING CIRCULAR FOR THE PURPOSE OF INVESTING IN THE NOTES
OR PREFERENCE SHARES UNDER THE LAWS OF KOREA, INCLUDING AND WITHOUT
LIMITATION THE FOREIGN EXCHANGE MANAGEMENT LAW AND REGULATIONS THEREUNDER.
THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE
SECURITIES AND EXCHANGE LAW OF KOREA AND NONE OF THE NOTES OR PREFERENCE
SHARES MAY BE OFFERED OR SOLD OR DELIVERED, DIRECTLY OR INDIRECTLY, IN KOREA OR
TO ANY RESIDENT OF KOREA EXCEPT PURSUANT TO APPLICABLE LAWS AND REGULATIONS
OF KOREA.

NOTICE TO RESIDENTS OF THE NETHERLANDS

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD, TRANSFERRED OR

DELIVERED, WHETHER DIRECTLY OR INDIRECTLY, TO ANY INDIVIDUAL OR LEGAL ENTITY IN
THE NETHERLANDS OTHER THAN TO INDIVIDUALS WHO, OR LEGAL ENTITIES WHICH, IN THE
COURSE OF THEIR OCCUPATION OR BUSINESS, DEAL OR INVEST IN SECURITIES (AS SET OUT
IN SECTION 1 OF THE REGULATION OF 9 OCTOBER 1990 IN IMPLEMENTATION OF SECTION 14
OF THE ACT ON THE SUPERVISION OF INVESTMENT INSTITUTIONS).

NOTICE TO RESIDENTS OF NORWAY

EACH OF THE ISSUERS AND THE INITIAL PURCHASER REPRESENTS AND AGREES THAT IT
WILL COMPLY WITH CHAPTER 5 OF THE NORWEGIAN ACT NO. 79 OF JUNE 19, 1997 ON
SECURITIES TRADING (SECURITIES TRADING ACT) AND EACH OF THE ISSUERS AND THE
INITIAL PURCHASER ADDITIONALLY REPRESENT AND AGREE THAT THEY HAVE NOT, DIRECTLY
OR INDIRECTLY, OFFERED OR SOLD AND WILL NOT, DIRECTLY OR INDIRECTLY, OFFER OR
SELL IN THE KINGDOM OF NORWAY OR TO INVESTORS IN THE NORWEGIAN SECURITIES
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MARKET ANY NOTES OR PREFERENCE SHARES OTHER THAN TO PERSONS WHO ARE
REGISTERED WITH THE OSLO STOCK EXCHANGE AS PROFESSIONAL INVESTORS.

NOTICE TO RESIDENTS OF SINGAPORE

THIS OFFERING CIRCULAR WILL, PRIOR TO ANY SALE OF SECURITIES PURSUANT TO THE

PROVISIONS OF SECTION 106D OF THE COMPANIES ACT (CAP. 50), BE LODGED, PURSUANT TO

SAID SECTION 106D, WITH THE REGISTRAR OF COMPANIES IN SINGAPORE, WHICH TAKES NO
RESPONSIBILITY FOR ITS CONTENTS, BUT HAS NOT BEEN AND WILL NOT BE REGISTERED AS
A PROSPECTUS WITH THE REGISTRAR OF COMPANIES IN SINGAPORE. ACCORDINGLY, THE
NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED NOR MAY THIS OFFERING
CIRCULAR NOR ANY OTHER OFFERING DOCUMENT OR MATERIAL RELATING TO THE NOTES
OR PREFERENCE SHARES BE CIRCULATED OR DISTRIBUTED, DIRECTLY OR INDIRECTLY, TO

THE PUBLIC OR ANY MEMBER OF THE PUBLIC IN SINGAPORE OTHER THAN TO INSTITUTIONAL
INVESTORS OR OTHER PERSONS OF THE KIND SPECIFIED IN SECTION 106C AND SECTION
106D OF THE COMPANIES ACT OR ANY OTHER APPLICABLE EXEMPTION INVOKED UNDER
DIVISION 5A OF PART IV OF THE COMPANIES ACT. THE FIRST SALE OF SECURITIES ACQUIRED
UNDER A SECTION 106C OR SECTION 106D EXEMPTION IS SUBJECT TO THE PROVISIONS OF

SECTION 106E OF THE COMPANIES ACT.

NOTICE TO RESIDENTS OF SPAIN

THIS OFFERING CIRCULAR HAS NOT BEEN AND WILL NOT BE REGISTERED WITH THE
COMISION NACIONAL DEL MERCADO DE VALORES OF SPAIN AND MAY NOT BE DISTRIBUTED IN

SPAIN IN CONNECTION WITH THE OFFERING AND SALE OF THE NOTES OR PREFERENCE
SHARES WITHOUT COMPLYING WITH ALL LEGAL AND REGULATORY REQUIREMENTS IN

RELATION THERETO.

NOTICE TO RESIDENTS OF SWEDEN

THIS OFFERING CIRCULAR IS FOR THE RECIPIENT ONLY AND MAY NOT IN ANY WAY BE

FORWARDED TO ANY OTHER PERSON OR TO THE PUBLIC IN SWEDEN. THE OFFERING OF THE

NOTES AND PREFERENCE SHARES IS INTENDED TO BE A PRIVATE PLACEMENT, AND A

MINIMUM INVESTMENT OF SEK 300,000 IN THE NOTES OR PREFERENCE SHARES IS REQUIRED.

NOTICE TO RESIDENTS OF SWITZERLAND

THE ISSUER HAS NOT BEEN AUTHORIZED BY THE SWISS FEDERAL BANKING COMMISSION AS

A FOREIGN INVESTMENT FUND UNDER ARTICLE 45 OF THE SWISS FEDERAL LAW ON

INVESTMENT FUNDS OF 18 MARCH 1994. ACCORDINGLY, THE NOTES AND PREFERENCE

SHARES MAY NOT BE OFFERED OR DISTRIBUTED ON A PROFESSIONAL BASIS IN OR FROM

SWITZERLAND, AND NEITHER THIS OFFERING CIRCULAR NOR ANY OTHER OFFERING

MATERIALS RELATING TO THE NOTES OR PREFERENCE SHARES MAY BE DISTRIBUTED IN
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CONNECTION WITH ANY SUCH OFFERING OR DISTRIBUTION. THE NOTES AND PREFERENCE

SHARES MAY, HOWEVER, BE OFFERED AND THIS OFFERING CIRCULAR MAY BE DISTRIBUTED

IN SWITZERLAND ON A PROFESSIONAL BASIS TO A LIMITED NUMBER OF PROFESSIONAL

INVESTORS IN CIRCUMSTANCES SUCH THAT THERE IS NO PUBLIC OFFER.

NOTICE TO RESIDENTS OF TAIWAN AND CHINA

THE OFFER OF THE NOTES AND PREFERENCE SHARES HAS NOT BEEN AND WILL NOT BE

REGISTERED WITH THE SECURITIES AND FUTURES COMMISSION OF TAIWAN OR WITH THE

RELEVANT REGULATORY AUTHORITIES IN THE REPUBLIC OF CHINA PURSUANT TO RELEVANT

SECURITIES LAWS AND REGULATIONS AND MAY NOT BE OFFERED OR SOLD WITHIN TAIWAN

OR THE REPUBLIC OF CHINA THROUGH A PUBLIC OFFERING OR IN CIRCUMSTANCES WHICH

CONSTITUTE AN OFFER WITHIN THE MEANING OF THE SECURITIES AND EXCHANGE LAW OF

TAIWAN OR WITHIN THE MEANING OF RELEVANT SECURITIES LAWS AND REGULATIONS IN THE

REPUBLIC OF CHINA THAT REQUIRE A REGISTRATION OR APPROVAL OF THE SECURITIES AND

FUTURES COMMISSION OF TAIWAN OR THE RELEVANT SECURITIES REGULATORY

AUTHORITIES IN CHINA.

NOTICE TO RESIDENTS OF THE UNITED KINGDOM

THIS DOCUMENT IS ONLY BEING DISTRIBUTED TO AND IS ONLY DIRECTED AT (1) PERSONS

WHO ARE OUTSIDE THE UNITED KINGDOM OR (II) TO INVESTMENT PROFESSIONALS FALLING

WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT OF 2000 ("FSMA")

(FINANCIAL PROMOTION) ORDER 2005 (THE "ORDER") OR (Ill) HIGH NET WORTH ENTITIES, AND

OTHER PERSONS TO WHOM IT MAY LAWFULLY BE COMMUNICATED, FALLING WITHIN ARTICLE

49(2) (A) TO (D) OF THE ORDER (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS

"RELEVANT PERSONS"). THE SECURITIES ARE AVAILABLE ONLY TO, AND ANY INVITATION,

OFFER OR AGREEMENT TO SUBSCRIBE, PURCHASE OR OTHERWISE ACQUIRE SUCH

SECURITIES WILL BE ENGAGED IN ONLY WITH, RELEVANT PERSONS. ANY PERSON WHO IS

NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS

CONTENTS.

AVAILABLE INFORMATION

To permit compliance with Rule 144A under the Securities Act in connection with the sale of the Notes

and Preference Shares, each of the Issuers will be required to furnish, upon request of a holder of a Note

or Preference Share, to such holder and a prospective purchaser designated by such holder the

information required to be delivered under Rule 144A(d)(4) under the Securities Act if at the time of the

request such Co-Issuer is not a reporting company subject to Section 13 or 15(d) of the Securities

Exchange Act of 1934, as amended (the "Exchange Act"), or is not exempt from reporting pursuant to

Rule 12g3-2(b) under the Exchange Act. Such information may be obtained from the Trustee or the Irish

Paying Agent. It is not contemplated that either of the Issuers will be such a reporting company or so

exempt.
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FORWARD LOOKING STATEMENTS

Any projections, forecasts and estimates contained herein are forward looking statements and are based
upon certain assumptions that the Collateral Manager considers reasonable. Projections are necessarily
speculative in nature, and it can be expected that some or all of the assumptions underlying the
projections will not materialize or will vary significantly from actual results. Accordingly, the projections
are only an estimate. Actual results may vary from the projections, and the variations may be material.
Some important factors that could cause actual results to differ materially from those in any forward
looking statements include changes in interest rates, market, financial or legal uncertainties, differences
in the actual allocation of the.Underlying Assets among asset categories, the timing and frequency of
defaults, writedowns, principal shortfalls and interest shortfalls on the Underlying Assets, mismatches
between the timing of accrual and receipt of Interest Proceeds and Principal Proceeds from the
Underlying Assets (particularly prior to the investment of all Uninvested Proceeds), defaults under
Underlying Assets and the effectiveness of any Interest Rate Swap Agreement, among others.
Consequently, the inclusion of projections herein should not be regarded as a representation by the
Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser or its affiliates or any
other person or entity of the results that will actually be achieved by the Issuer.

None of the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser or its
affiliates has any obligation to update or otherwise revise any projections, including any revisions to
reflect changes in economic conditions or other circumstances arising after the date hereof or to reflect
the occurrence of unanticipated events, even if the underlying assumptions do not come to fruition.

xv
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SUMMARY OF TERMS

The following summary is qualified in its entirety by, and should be read in conjunction with, the more
detailed information appearing elsewhere in this Offering Circular. An index of defined terms appears at
the back of this Offering Circular.

Securities Offered...............................

Preference Shares...............................

Status of the Notes..............................

U.S.$244,000,000 aggregate principal amount Class A-la
Floating Rate Notes Due December 2045 (the "Class A-la
Notes").

U.S.$400,000,000 aggregate principal amount Class A-lb
Floating Rate Notes Due December 2045 (the "Class A-
1bNotes" and, together with the Class A-la Notes, the "Class
A-1 Notes").

U.S.$159,000,000 aggregate principal amount Class A-2
Floating Rate Notes Due December 2045 (the "Class A-2
Notes") and, together with the Class A-1 Notes, the "Class A
Notes").

U.S.$96,900,000 aggregate principal amount Class B Floating
Rate Notes Due December 2045 (the "Class B Notes").

U.S.$68,300,000 aggregate principal amount Class C Floating
Rate Deferrable Interest Notes Due December 2045 (the
"Class C Notes").

U.S.$55,100,000 aggregate principal amount Class D Floating
Rate Deferrable Interest Notes Due December 2045 (the
"Class D Notes").

U.S.$18,700,000 aggregate principal amount Class E Floating
Rate Deferrable Interest Notes Due December 2045 (the
"Class E Notes, together with the Class A Notes, Class B
Notes, Class C Notes and Class D Notes, the "Notes").

Concurrently with the issuance of the Notes, the Issuer will
issue 59,500 Preference Shares, par value U.S.$0.01 per
share, issued at a liquidation preference of U.S.$1,000 per
share (the "Preference Shares"). It is expected that the
Collateral Manager will purchase all of the Preference Shares
and the Collateral Manager may purchase some or all of the
Class E Notes.

Each of the Class A-la Notes, Class A-lb Notes, Class A-2
Notes, Class B Notes, Class C Notes, Class D Notes and Class
E Notes are herein referred to as a "Class" of Notes. The
entire principal amount of each Class of Notes and all of the
Preference Shares will be issued on the Closing Date.

The Notes will be issued and secured pursuant to the
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Indenture. The Synthetic Security Counterparty will be an
express third party beneficiary of the Indenture. See
"Description of the Notes-Status and Security" and "-The
Indenture." The Notes will be limited-recourse debt obligations
of the Issuers secured solely by a pledge of the Collateral by
the Issuer to the Trustee pursuant to the Indenture for the
benefit of the holders from time to time of the Notes, the
Collateral Manager, the Trustee, the Synthetic Security
Counterparty, the Offsetting Transaction Counterparty and any
Interest Rate Swap Counterparty (collectively, the "Secured
Parties"). See "Description of the Notes-Status and
Security."

The relative order of seniority of payment of each Class of
Notes is as follows: first, Class A-la Notes, second, Class A-1b
Notes, third, Class A-2 Notes, fourth, Class B Notes, fifth, Class
C Notes, sixth, Class D Notes and seventh, Class E Notes, with
(a) each Class of Notes in such list being "Senior to each
other Class of Notes that follows such Class of Notes in such
list and (b) each Class of Notes (other than the Class A-la
Notes) in such list being "Subordinate" to the Class of Notes
that precedes such Class of Notes in such list. The Notes are
Senior to the Preference Shares.

No payment of interest on any Class of Notes will be made until
all accrued interest due and payable on the Notes of each
Class that is Senior to such Class and that remains outstanding
has been paid in full. No payment of principal of any Class of
Notes will be made until all principal of, and all accrued and
unpaid interest on, the Notes of each Class that is Senior to
such Class and that remain outstanding have been paid in full,
except as described under "-Principal Repayment of the
Notes". See also "Description of the Notes-Priority of
Payments."

However:

(a) on any Distribution Date occurring on or before the
Distribution Date in March 2010 (with the period from
the Closing Date to such Distribution Date referred to
herein as the "Priority Distribution Period"), Interest
Proceeds will be applied, in an amount available for
such purpose, if any, on the relevant Distribution Date,
to pay principal of the Class D Notes in an amount up
to the Class D Priority Redemption Amount for such
Distribution Date as set forth in Schedule F (the "Class
D Priority Redemption Amount") to this Offering
Circular until 10.00% of the aggregate principal amount
of the Class D Notes as of the Closing Date is
redeemed; and on any Distribution Date occurring after

2
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the March 2010 Distribution Date, 15.00% of the
Interest Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the
holders of the Preference Shares will be applied to pay
principal of the Class D Notes until the Class D Notes
are paid in full;

(b) on any Distribution Date occurring on or after the
Distribution Date in June 2015 (if no Optional
Redemption, Auction Call Redemption, Clean-Up Call
Redemption or Tax Redemption has been successfully
completed before such Distribution Date) (the
"Accelerated Amortization Date"), Interest Proceeds
that would otherwise be paid to the Preference Share
Paying Agent for distribution to the holders of the
Preference Shares will be applied to pay, first, the
principal of the Class E Notes, second, the principal of
the Class D Notes, third, the principal of the Class C
Notes, fourth, the principal of the Class B Notes, fifth,
the principal of the Class A-2 Notes, sixth, the principal
of the Class A-ib Notes and seventh, the principal of
the Class A-la Notes, in each case until such Class
has been paid in full; and

(c) if the Class E Diversion Test is not satisfied on a
Determination Date, Interest Proceeds will be applied
on the immediately succeeding Distribution Date to pay
principal of the Class E Notes in sufficient amounts to
satisfy the Class E Diversion Test.

See "Description of the Notes-Priority of Payments."

The Issuers ........................................... Gemstone CDO VII Ltd. (the "Issuer") is an exempted company
with limited liability incorporated under the Companies Law
(2004 Revision) of the Cayman Islands pursuant to its
Memorandum and Articles of Association (the "Issuer
Charter") and is In good standing under the laws of the
Cayman Islands. The Indenture and Issuer Charter will provide
that the activities of the Issuer are limited to:

(a) acquiring, holding, pledging and selling Underlying
Assets, Offsetting Transactions and Eligible
Investments;

(b) entering into and performing its obligations under the
Indenture, any Interest Rate Swap Agreement, any
Investment Agreement, the Management Agreement,
the Collateral Administration Agreement, the Note
Purchase Agreement, the subscription agreement with
respect to the private placement of the Preference
Shares (the "Subscription Agreement") and the

3
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Preference Share Paying Agency Agreement;

Collateral Manager ............

(c) issuing, redeeming and selling the Notes and the
Preference Shares, and issuing the Ordinary Shares;

(d) pledging the Collateral as security for its obligations in
respect of the Notes and otherwise for the benefit of
the Secured Parties;

(e) owning the Co-Issuer; and

(f) other activities incidental to the foregoing.

The Issuer will not have any material assets other than the
Underlying Assets, Eligible Investments, any Interest Rate
Swap Agreement and rights under certain other agreements
entered into as described herein.

Gemstone CDO VII Corp., a Delaware corporation (the "Co-
Issuer" and, together with the Issuer, the "Issuers"), was
incorporated for the sole purpose of co-issuing the Notes. The
entire authorized share capital of the Co-Issuer is owned by the
Issuer.

The Co-Issuer will not have any assets (other than the
proceeds of its common shares, being U.S.$250 ) and will not
pledge any assets to secure any Class of Notes. The Co-
Issuer will not have any interest in the Underlying Assets held
by the Issuer.

HBK Investments L.P., a Delaware limited partnership (together
with its affiliated subadvisors, the "Collateral Manager") with
headquarters in Dallas, Texas, will manage the Collateral under
a Management Agreement to be entered into between the
Issuer and the Collateral Manager (the "Management
Agreement"). Collateral management services for the Issuer
will be performed by various affiliated subadvisors of HBK
Investments L.P., which are under common control with HBK
Investments L.P. Pursuant to the Management Agreement and
in accordance with the Indenture, the Collateral Manager has
selected and will manage the Collateral and will exercise rights
and remedies associated with the Underlying Assets based on
the restrictions set forth in the Indenture and on the Collateral
Manager's research, credit analysis and judgment. The
Collateral Manager will also monitor any Interest Rate Swap
Agreement and may also act as the Auction Agent in
connection with an Auction Call Redemption. Also, the
Collateral Manager may direct the Disposition of the Underlying
Assets in the case of an Optional Redemption, a Clean-up Call
or a Tax Redemption. For a summary of the provisions of the
Management Agreement and certain other information
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concerning the Collateral Manager. and key individuals
associated therewith who will be managing the issuer's
portfolio, see 'The Collateral Manager' and "The Management
Agreement."

Use of Proceeds ..............

Security for the Notes.........................

The gross proceeds received from the issuance and sale of the
Notes and the Preference Shares will be at least
U.S.$1,070,000,000. On the Closing Date, the Issuer will
receive at least U.S.$1,060,000,000 as the net proceeds from
the issuance and sale of the Notes and the Preference Shares.
The net proceeds from the issuance and sale of the Notes and
the Preference Shares are the gross proceeds net of the
payment of the placement and structuring fees related to the
placement of the Notes and Preference Shares, the payment of
other closing expenses and an initial deposit into the Expense
Account. The net proceeds from the issuance and the sale of
the Notes and the Preference Shares will be used by the Issuer
to purchase on the Closing Date a diversified portfolio of
interests in asset-backed securities ("Asset-Backed
Securities") and Synthetic Securities (together with the Asset-
Backed Securities, the "Underlying Assets") having the
characteristics described herein. Following the Closing Date,
the Issuer may also enter into Offsetting Transactions
(including the payment of any initial amounts upon the entry
into an Offsetting Transaction) and to fund certain accounts
established under the Indenture. See "Security for the Notes-
Underlying Assets." For the avoidance of doubt, the Underlying
Assets and Synthetic Securities shall not include any Offset
Transaction or Offsetting Transaction. On the Closing Date,
the Issuer will have acquired (or committed to acquire for
settlement in accordance with customary settlement
procedures in the relevant markets) the entire portfolio. As of
the Closing Date, the portfolio will consist of Underlying Assets
(acquired or committed to be acquired) having an aggregate
Principal/Notional Balance (including principal collections on
such Underlying Assets deposited in the Uninvested Proceeds
Account on the Closing Date) of at least U.S.$1,100,000,000.
In the event that there are any remaining uninvested net
proceeds on the Determination Date preceding the September
2007 Distribution Date, they will be applied in the manner
described herein under "Description of the Notes-Certain
Definitions-Principal Proceeds," "Description of the Notes-
Priority of Payments-Principal Proceeds" and "Security for the
Notes-The Accounts-Uninvested Proceeds Account."

Pursuant to the Indenture, the Notes, together with the Issuer's
obligations to the Interest Rate Swap Counterparty under any
Interest Rate Swap - Agreement, the Synthetic Security
Counterparty under the Synthetic Securities, the Initial
Investment Agreement Provider under the Initial Investment
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Agreement, the Trustee under the Indenture and the Collateral
Manager under the Management Agreement, will be secured
by:

(a) the Underlying Assets and Equity Securities and the
Offset Transactions and the Offsetting Transactions;

(b) the rights of the Issuer under any Interest Rate Swap
Agreement;

(c) amounts on deposit in the Payment Account, the
Interest Collection Account, the Principal Collection
Account, the Expense Account, the Uninvested
Proceeds Account, the Synthetic Security Issuer
Account, the Disposition Proceeds Account, the.
Synthetic Security Collateral Account and the Interest
Rate Swap Counterparty Collateral Account
(collectively, the "Accounts") and Eligible Investments
purchased with funds on deposit in such accounts;

(d) the rights of the Issuer under the Management
Agreement, the Note Purchase Agreement, the
Subscription Agreement and the Administration
Agreement; and

(e) all proceeds of the foregoing (collectively, the
"Collateral").

In the event of any realization on the Collateral, proceeds will
be allocated to the payment of each Class of Notes in
accordance with the respective priorities established by the
Priority of Payments. The Collateral will not include the
Excepted Property.

Acquisition of the Underlying
Assets ........................... ....... On the Closing Date, the Issuer will have acquired (or

committed to acquire for settlement in accordance with
customary settlement procedures in the relevant markets) the
entire portfolio, which will consist of Underlying Assets having
an Aggregate Principal/Notional Balance (including principal
collections on Asset-Backed Securities deposited in the
Uninvested Proceeds Account on the Closing Date) of at least
U.S.$1,100,000,000 and will be pledged to the Trustee under
the Indenture. The Underlying Assets so acquired by the
Issuer will, on the Closing Date, have the characteristics
described herein under "Security for the Notes- Underlying
Assets".

After the Closing Date, following the Disposition of Underlying
Assets in accordance, with and subject to the conditions herein,
the Issuer, at the direction of the Collateral Manager, may apply
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the Disposition Proceeds in respect of such Dispositions to
purchase additional Asset-Backed Securities or to enter into
additional Synthetic Securities. During the Reinvestment
Period, the Issuer, at the direction of the Collateral Manager
and subject to the limitations described in "Disposition of the
Underlying Assets," may trade Underlying Assets on a
discretionary basis. After the Reinvestment Period, the Issuer
will not be able to acquire Underlying Assets on a discretionary
basis. Both during and after the Reinvestment Period, the
Collateral Manager may, on behalf of the Issuer, Dispose of
Defaulted Assets, Equity Securities, Credit-Risk Assets, Credit-
Improved Assets and Withholding Securities as described
under "Disposition of the Underlying Assets" and may reinvest
the Disposition Proceeds of such Dispositions in additional
Underlying Assets. During and after the Reinvestment Period,
the Issuer, at the direction of the Collateral Manager, may also
enter into Offsetting Transactions; provided that the proceeds
resulting from an Offsetting Transaction will be constrained by
the same conditions applicable to Disposition Proceeds
received in respect of Dispositions of Underlying Assets.

Disposition of the Underlying
Assets................................................... At any time, the Collateral Manager may, on behalf of the

Issuer, Dispose of any Defaulted Assets, Equity Securities or
Underlying Assets subject to withholding or other similar taxes
and acquire additional Underlying Assets; provided that such
Dispositions and acquisitions are subject to the restrictions
described in "Security for the Notes-Disposition of Underlying
Assets."

The Collateral Manager may also Dispose, on behalf of the
Issuer, of Credit-Risk Assets, Credit-Improved Assets or other
Underlying Assets and acquire additional Underlying Assets,
subject to the conditions indicated below.

Credit-Risk Assets. The Collateral Manager, on behalf of the
Issuer, may Dispose of any Underlying Asset that the Collateral
Manager, acting on behalf of the Issuer, determines to be (and
which the Collateral Manager certifies in writing to the Trustee
that it has determined to be) a Credit-Risk Asset and, if
applicable, to acquire additional Underlying Assets in
accordance with clause (B) below. The Collateral Manager may
not direct the Trustee to Dispose of any Underlying Asset that it
determines to be a Credit-Risk Asset unless, in connection with
the Disposition of such Credit-Risk Asset, the Collateral
Manager will certify in writing to the Trustee that:

(A) at the direction of the Collateral Manager, the
Disposition Proceeds arising from the Disposition of such
Credit-Risk Asset shall be transferred to the Principal Collection

7
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Account to be applied in accordance with the Priority of
Payments; provided that such Disposition Proceeds may not be
reinvested, or

(B) the Collateral Manager believes that the Issuer will be
able to reinvest the Disposition Proceeds arising from the
Disposition of such Credit-Risk Asset, within 90 days after such
Credit-Risk Asset is Disposed of, in one or more additional
Asset-Backed Securities or Synthetic Securities having an
Aggregate Principal/Notional Balance that, together with
accrued interest thereon, is at least equal to the Disposition
Proceeds arising from the Disposition of such Credit-Risk Asset
being Disposed of and the Collateral Manager believes that
after giving effect to such Disposition and the subsequent
acquisition, the level of each of the Collateral Quality Tests and
Eligibility Criteria, if failing, will be maintained or improved as
compared to the test levels prior to such Disposition and
subsequent acquisition;

provided however that after the Reinvestment Period, the
Issuer may not Dispose of a Credit-Risk Asset and acquire one
or more additional Underlying Assets pursuant to this
paragraph unless, additionally,

(i) the Collateral Quality Tests are in compliance,

(ii) the Underlying Asset proposed to be acquired shall have a
Moody's Rating and a Standard & Poor's Rating at least equal
to the Moody's Rating and the Standard & Poor's Rating
respectively of the Credit-Risk Asset to be Disposed,

(iii) the weighted average life of the Underlying Asset(s)
proposed to be acquired following such Disposition shall be
less than or equal to the weighted average life of the Credit-
Risk Asset proposed to be Disposed; provided however, the
Issuer may Dispose of a Credit-Risk Asset with a weighted
average life less than the weighted average life of the
Underlying Asset(s) proposed to be acquired following such
Disposition if (A) the weighted average life of the Underlying
Asset(s) proposed to be acquired following such Disposition
shall be no more than two years greater than the weighted
average life of the Credit-Risk Asset to be Disposed, (B) the
Aggregate Principal/Notional Balance of all Credit-Risk Assets
Disposed pursuant to this proviso does not exceed 25% of the
Aggregate Principal Notional Balance of all Underlying Assets
as of the Closing Date and (C) the date of such Disposition is
no later than the date that is three years after the end of the
Reinvestment Period and

(iv)(A) all Coverage Tests are satisfied prior to such
Disposition, (B) the Collateral Manager believes that, after

8
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giving effect to such Disposition and the subsequent acquisition
described in this paragraph all Coverage Tests will be satisfied
and the level of each Coverage Test will be at least equal to its
level prior to such Disposition and (C) the level of the Class D
Overcollateralization Test is at least equal to 107.62%.

Credit-improved Assets. The Collateral Manager, on behalf of
the Issuer, may Dispose of any Underlying Asset that the
Collateral Manager, acting on behalf of the Issuer, determines
to be (and which the Collateral Manager certifies in writing to
the Trustee that it has determined to be) a Credit Improved
Asset and, if applicable, to acquire additional Underlying Assets
in accordance with clause (B) below. The Collateral Manager
may not direct the Trustee to Dispose of any Underlying Asset
that it determines to be a Credit-Improved Asset unless, in
connection with the Disposition of such Credit-Improved Asset,
the Collateral Manager will certify in writing to the Trustee that:

(A) at the direction of the Collateral Manager, the
Disposition Proceeds arising from the Disposition of such
Credit-Improved Asset shall be transferred to the Principal
Collection Account to be applied in accordance with the Priority
of Payments; provided that (i) such Disposition Proceeds may
not be reinvested and (ii) such Disposition Proceeds must be at
least equal to the par value of the Credit-Improved Asset
Disposed, or

(B) the Collateral Manager believes that the Issuer will be
able to reinvest the Disposition Proceeds arising from the
Disposition of such Credit-Improved Asset, within 60 days after
such Credit-Improved Asset is Disposed of, in one or more
additional Asset-Backed Securities or Synthetic Securities
having an Aggregate Principal/Notional Balance at least equal
to the Aggregate Principal/Notional Balance of the Credit-
Improved Asset to be Disposed, and the Collateral Manager
believes that after giving effect to such Disposition and the
subsequent acquisition, the level of each of the Collateral
Quality Tests, Coverage Tests and Eligibility Criteria, if failing,
will be maintained or improved as compared to the test levels
prior to such Disposition and subsequent acquisition;

provided however that after the Reinvestment Period, the
Issuer may not Dispose of a Credit-Improved Asset and acquire
another Underlying Asset pursuant to this paragraph unless,
additionally,

(I) the Collateral Quality Tests are in compliance,

(ii) the Underlying Asset proposed to be acquired shall have a
Moody's Rating and a Standard & Poor's Rating at least equal
to the Moody's Rating and the Standard & Poor's Rating,

9
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respectively, of the Credit-improved Asset to be Disposed,

(iii) the weighted average life of the Underlying Asset(s)
proposed to be acquired following such Disposition shall be
less than or equal to the weighted average life of the Credit-
Improved Asset proposed to be Disposed; provided however,
the Issuer may Dispose of a Credit-Improved Asset with a
weighted average life less than the weighted average life of the
Underlying Asset(s) proposed to be acquired following such
Disposition if (A) the weighted average life of the Underlying
Asset(s) proposed to be acquired following such Disposition
shall be no more than two years greater than the weighted
average life of the Credit-Improved Asset to be Disposed, (B)
the Aggregate PrincipaVNotional Balance of all Credit-Improved
Assets Disposed pursuant to this proviso does not exceed 25%
of the Aggregate Principal Notional Balance of all Underlying
Assets as of the Closing Date and (C) the date of such
Disposition is no later than the date that is three years after the
end of the Reinvestment Period and

(iv)(A) all Coverage Tests are satisfied prior to such
Disposition, (B) the Collateral Manager believes that, after
giving effect to such Disposition and the subsequent acquisition
described in this paragraph all Coverage Tests will be satisfied
and the level of each Coverage Test will be at least equal to its
level prior to such Disposition and (C) the level of the Class D
Overcollateralization Test is at least equal to 107.62%.

Discretionary Trading. At any time during the Reinvestment
Period, the Collateral Manager, on behalf of the Issuer, may
Dispose of (and acquire if applicable), any Underlying Asset if,
in connection with the Disposition of such Underlying Asset and
the acquisition of another Underlying Asset, as applicable, the
Collateral Manager shall certify in writing to the Trustee that:

(i) the Collateral Manager believes in good faith that
Disposition Proceeds relating to such Underlying Asset can be
reinvested within 60 days after the Disposition of such
Underlying Asset in one or more additional Underlying Assets
such that the Aggregate PrincipavNotional Balance of such
additional Underlying Assets is greater than or equal to the
Principal/Notional Balance of the Underlying Asset to be so
Disposed,

(ii) the Aggregate Principal/Notional Balance of all
Underlying Assets Disposed of pursuant to this paragraph
during any calendar year (including the period from the Closing
Date to the end of calendar year 2007), does not exceed 20%
of the Net Outstanding Underlying Asset Balance as of the first
day of such period (excluding, for the purposes of such
calculation, the Disposition of any Credit-Risk Assets, Credit-
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Improved Assets, Defaulted Assets, Equity Securities and
Withholding Securities and any Underlying Asset Disposed by
the entry of the Issuer into an Offsetting Transaction with
respect to such Underlying Asset),

(iii) the Collateral Manager believes that after giving effect
to such Disposition and the subsequent acquisition, the level of
each of the Collateral Quality Tests, Coverage Tests and
Eligibility Criteria, if failing, will be maintained or improved as
compared to the test levels prior to such Disposition and
subsequent acquisition;

(iv) and Moody's has not reduced the long term rating of
any Class of Notes below the long term rating in effect on the
Closing Date by one or more major rating categories.

The Disposition Proceeds of an Asset-Backed Security will be
deposited in the Disposition Proceeds Account and, subject to
the restrictions described in "Security for the Notes-
Disposition of Underlying Assets," will be available to be
reinvested in other Underlying Assets within 60 days following
such Disposition or 90 days following such Disposition in the
case of Credit-Risk Assets. Following such 60 or 90 day
period, if not earlier transferred to the Principal Collection
Account at the direction of the Collateral Manager, if such
Disposition Proceeds have not been reinvested in any
substitute Underlying Asset and remain in the Disposition
Proceeds Account, such Disposition Proceeds shall be
deposited in the Principal Collection Account and applied in
accordance with the Priority of Payments.

For the avoidance of doubt, any certification that the Collateral
Manager is required to make "in writing" to the Trustee in
respect of a Disposition may be made in an email to the
Trustee.

"Reinvestment Period" means the period from the Closing
Date until the first to occur of (i) the Payment Date immediately
following the date that the Collateral Manager, acting on behalf
of the Issuer, notifies the Trustee and the other designated
parties that, in light of the composition of the Assets, general
market conditions and other factors, the Collateral Manager (in
its sole discretion) has determined on behalf of the Issuer that
investments in additional Underlying Assets within the
foreseeable future would either be impractical or not beneficial,
(ii) an Event of Default or (iii) the day after the Payment Date
occurring in March 2009; provided that if the Collateral
Manager had previously terminated the Reinvestment Period,
the Collateral Manager may (in its sole discretion) reinstate the
Reinvestment Period if the notice of reinstatement is delivered
prior to the Determination Date for the Distribution Date
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occurring in March 2009.

Principal Proceeds from the Disposition of, or principal
payments on, Underlying Assets that are Investment Grade
may at the Collateral Manager's sole discretion (exercised on
behalf of the Issuer) be deposited into (x) the Collection
Account for investment on a later date in additional Underlying
Assets that are Investment Grade, or (y) the Synthetic
Collateral Account to be invested in Eligible Investments, in
each case, in accordance with the Eligibility Criteria and the
Collateral Quality Tests.

Interest Rate Swap Agreement..........

Synthetic Securities ...........

See "Security for the Notes-Disposition of Underlying Assets."

Following the Closing Date, subject to satisfaction of the Rating
Condition, the Issuer may enter into an interest rate swap in
accordance with the Indenture (such interest rate swap,
together with any replacement therefor or additional interest
rate swap agreement entered into in accordance with the
Indenture, the "Interest Rate Swap Agreement"). The "Initial
Interest Rate Swap Counterparty" is expected to be Deutsche
Bank AG or one of its affiliates. Any Interest Rate Swap
Agreement will provide that the Issuer will pay to the Interest
Rate Swap Counterparty on each related Distribution Date
interest at a fixed rate on a specified notional amount, in
exchange for which the Interest Rate Swap Counterparty will
pay to the Issuer interest on such notional amount at a rate
equal to three month LIBOR for the related calculation period.
See "Security for the Notes-The Interest Rate Swap
Agreement."

On the Closing Date, the Issuer will have entered into a series
of credit default swaps (each a "Synthetic Security") with
Deutsche Bank AG (in such role, the "First Synthetic Security
Counterparty"). Each Synthetic Security will relate to a
Reference Obligation whereby the Issuer will sell credit
protection to the related Synthetic Security Counterparty on
such Reference Obligation. Each Synthetic Security will be
entered into pursuant to a 1992 ISDA Master Agreement
(Multicurrency-Cross Border), including the schedule thereto
(the "Master Agreement"), between the Issuer and a Synthetic
Security Counterparty, and a separate confirmation of
transaction (a "Confirmation") evidencing the Synthetic
Security thereunder. Each Confirmation may evidence several
different transactions, each of which will be separate and
distinct from all others documented under such Confirmation
and relates to an individual Reference Obligation that is an
Asset-Backed Security. The form of Confirmation for
Reference Obligations that are RMBS Securities is attached
hereto as Schedule G. The form of Confirmation for Reference
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Obligations that are ABX Tranche Securities is attached hereto
as Schedule H. The form of Confirmation for Reference
Obligations that are CMBS Securities is attached hereto as
Schedule 1. The form of Confirmation for Reference
Obligations that are CDO Securities is attached hereto as
Schedule J. The 2003 ISDA Credit Derivatives Definitions, as
published by ISDA (the "Credit Derivatives Definitions") will
apply to, and be incorporated by reference into, each Synthetic
Security. Any Synthetic Security documented under any of the
forms of confirmation attached hereto as Schedule G,
Schedule H, Schedule I and Schedule J is a "Form-
Approved Synthetic Security" The Issuer may not enter into
any Synthetic Security that is not a Form-Approved Synthetic
Security unless the Rating Agency Condition is satisfied and,
the Issuer may not enter into any Synthetic Security that is not
a "pay as you go" swap unless the Issuer, or the Collateral
Manager on behalf of the Issuer, requests and receives the
recovery rate and rating applicable to such Synthetic Security
from Standard & Poor's. For the avoidance of doubt, Offset
Transactions and Offsetting Transactions will not be deemed to
be Synthetic Securities.

Each Synthetic Security exposes the Issuer to the credit risk of
a Reference Obligation. Each "Reference Obligation," as of
the related trade date, will be an Asset-Backed Security that
satisfies the Eligibility Criteria.

During the Reinvestment Period, and only in accordance with
the Eligibility Criteria, the Issuer may (i) enter into additional
Synthetic Securities with the First Synthetic Security
Counterparty and (ii) enter into new Synthetic Securities with
other synthetic security counterparties (together with the First
Synthetic Security Counterparty, the "Synthetic Security
Counterpartles") made pursuant to a separate Master
Agreement and Confirmation; provided that after giving effect to
any such transaction, the Synthetic Security Collateral Amount
equals or exceeds the Required Synthetic Security Collateral
Amount. The "Synthetic Security Collateral Amount" equals
on any date of determination, the amount on deposit in the
related Synthetic Security Collateral Account, if any (including
the Aggregate Principal/Notional Balance of the Eligible
Investments on deposit in such account, but excluding all
earnings on such Eligible Investments). The "Required
Synthetic Security Collateral Amount" equals, with respect to
each Synthetic Security Counterparty, on any date of
determination, the Aggregate Principal/Notional Balance of all
Synthetic Securities entered into with such Synthetic Security
Counterparty. Each Master Agreement entered into with a
Synthetic Security Counterparty shall be substantially identical
to the Master Agreement entered into between the Issuer and
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the First Synthetic Security Counterparty prior to closing or, if
not substantially identical, shall be approved by the First
Synthetic Security Counterparty and each Rating Agency.
Each Confirmation entered into with a Synthetic Security
Counterparty shall be substantially similar to (w) the form of
Confirmation attached hereto as Schedule G in the case of
Reference Obligations that are RMBS Securities, (x) the form of
Confirmation attached hereto as Schedule H in the case of
Reference Obligations that are ABX Tranche Securities, (y) the
form of Confirmation attached hereto as Schedule I in the case
of Reference Obligations that are CMBS Securities or (z) the
form of Confirmation attached hereto as Schedule J in the
case of Reference Obligations that are CDO Securities or, if not
substantially similar, shall be approved by each other Synthetic
Security Counterparty and each Rating Agency.

The Synthetic Security Counterparty has the right in the event
of an assignment of a Synthetic Security to reject any
replacement for the Issuer, such right not to be unreasonably
exercised. In deciding whether to approve or reject a
replacement for the Issuer, the Synthetic Security Counterparty
does not have to consider the interests of the Issuer or the
Noteholders.

For a further description of the Synthetic Securities see
"Security for the Notes- Underlying Assets Synthetic
Securities" herein.
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Offsetting Transactions...................... On or after the Closing Date, the Issuer may enter into a series
of credit default swaps (each an "Offsetting Transaction") with
one or more counterparties (each, an "Offsetting Transaction
Counterparty") required in order to hedge all or part of its
credit exposure (determined as set out below) to one or more
obligors under Synthetic Securities. The Offsetting Transaction
Counterparty must be the same entity as the Synthetic Security
Counterparty under the Synthetic Security being hedged. In
the event that any such Offsetting Transaction is entered into in
respect of all or part of a Synthetic Security, such Synthetic
Security (or part thereof) will not be considered a Synthetic
Security (the notional amount of such Synthetic Security so
offset, the "Offset Transaction"). Offsetting Transactions must
be Form-Approved Synthetic Securities.

Each Offsetting Transaction will relate to a Reference
Obligation whereby the Issuer purchases credit protection from
the related Offsetting Transaction Counterparty on such
Reference Obligation. An Offsetting Transaction shall hedge all
or part of the Issuer's credit exposure if, in the reasonable
judgment of the Collateral Manager acting on behalf of the
Issuer, such Offsetting Transaction hedges the Issuer's risk of
loss (in whole or in part) with respect to the relevant Synthetic
Security and the Offsetting Transaction relates to the same
Reference Obligation and provides for all obligations
thereunder to have substantially the same characteristics as
obligations specified in such Synthetic Security.

Following an event of default or termination event with respect
to an Offset Transaction, the related Offsetting Transaction will
be required to terminate. An Offsetting Transaction may be
terminated without termination of the related Offset Transaction
only if (i) any termination payments due from the Issuer in
respect of such termination will be paid from Principal
Proceeds, (ii) such termination (and therefore the reconversion
of the relevant Offset Transaction into a Synthetic Security)
complies with all conditions applicable to the acquisition of an
Underlying Asset and (iii) there are funds in the Principal
Collection Account to adequately collateralize the Synthetic
Security that the relevant Offset Transaction reconverts to as a
result of the termination of the Offsetting Transaction.
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The fixed amounts payable with respect to an Offsetting
Transaction must be less than or equal to the fixed amounts
payable with respect to the related Offset Transaction and in
certain circumstances the Issuer may be required to make an
upfront payment to the Offsetting Transaction Counterparty,
which shall be made from Principal Proceeds. The difference
between the Fixed Amount received with respect to an Offset
Transaction and the Fixed Amount paid on the Offsetting
Transaction shall be considered Principal Proceeds. Offsetting
Transactions shall be limited to an aggregate notional amount
equal to 20% of the Net Outstanding Underlying Asset Balance
as of the Closing Date.

Initial Investment Agreement............. Amounts on deposit in the Synthetic Security Collateral
Account may be invested in Eligible Investments (as defined
herein) and will initially be invested under an investment
agreement, dated as of the Closing Date (such agreement, the
"Initial Investment Agreement," and amounts so invested, the
"Investment"), among the Issuer, the Trustee and GE Funding
Capital Market Services, Inc., as investment agreement
provider (in such capacity, the "Initial Investment Agreement
Provider"). On the Closing Date, funds in an amount of at
least $614,000,000 are expected to be invested as the
Investment.

Pursuant to the Initial Investment Agreement, the Initial
Investment Agreement Provider will be required to pay interest
at a per annum floating rate equal to three-month LIBOR minus
0.035% on the amounts invested thereunder. Interest on the
Investment will accrue until the date the Initial Investment
Agreement terminates or is terminated in accordance with its
terms over each Interest Period and will be payable on. the
Business Day immediately prior to the Distribution Dates.

On any Business Day of each month, subject to applicable
notice requirements specified in the Initial Investment
Agreement, the Trustee may make a withdrawal from the Initial
Investment Agreement in order to make payments as described
under Allocation Procedures.

Immediately prior to the Final Maturity Date, the Trustee (acting
pursuant to the Indenture on behalf of the Issuer) will have the
right to demand payment in full under the Initial Investment
Agreement (if it is then in effect). On the Final Maturity Date of
the Notes, all net proceeds from such liquidation and all
available cash will be distributed in accordance with the priority
of distribution provisions described herein. The obligations of
the Initial Investment Agreement Provider under the Initial
Investment Agreement will be insured by a guarantee of
General Electric Capital Corporation (the "Guarantee " and
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together with the Initial Investment Agreement, the "GIC") to the
extent specified therein. See "Security for the Notes-The
Initial Investment Agreement", "Security for the Notes-The
Initial Investment Agreement-The Initial Investment
Agreement Provider".

Interest Payments on the Notes......... The Class A-la Notes will bear interest at a floating rate per
annum equal to LIBOR plus 0.21%.

The Class A-1b Notes will bear interest at a floating rate per
annum equal to LIBOR plus 0.35%.

The Class A-2 Notes will bear interest at a floating rate per
annum equal to LIBOR plus 0.47%.

The Class B Notes will bear interest at a floating rate per
annum equal to LIBOR plus 0.68%.

The Class C Notes will bear interest at a floating rate per
annum equal to LIBOR plus 2.25%.

The Class D Notes will bear interest at a floating rate per
annum equal to LIBOR plus 4.75%.

The Class E Notes will bear interest at a floating rate per
annum equal to LIBOR plus 6.25%.

The Preference Shares will receive any Excess Interest in
accordance with the Priority of Payments.

Interest on the Notes will be computed on the basis of a 360-
day year and the actual number of days elapsed.

Interest on the Notes will accrue from the Closing Date.
Accrued and unpaid interest will be payable quarterly in arrears
on each Distribution Date, if and to the extent that funds are
available on such Distribution Date in accordance with the
Priority of Payments set forth herein; provided that Interest in
respect of the Distribution Date falling in June 2007 (the "First
Distribution Date") will be paid on a period of 89 days. See
"Description of the Notes-Interest."

Any interest on the Class C Notes, Class D Notes or Class E
Notes that is not paid when due by operation of the Priority of
Payments will be deferred ("Deferred Interest", or as
applicable, "Class C Deferred Interest", "Class D Deferred
Interest" or *Class E Deferred Interest"). Interest will accrue
on any deferred interest. Failure to make payment in respect of
interest on the Class C Notes, Class D Notes or Class E Notes
on any Distribution Date by reason of the Priority of Payments
will not constitute an Event of Default under the Indenture as
long as a more Senior Class of Notes remains outstanding.
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Upon the payment of Class C Deferred Interest, Class D
Deferred Interest or Class E Deferred Interest, the deferred
interest amount with respect to the Class C Notes, Class D
Notes or the Class E Notes, as the case may be, will be
reduced by the amount of such payment

Additionally, as long as any Class of Notes is outstanding if a
Coverage Test applicable to such Class of Notes is not
satisfied on any Determination Date relating to a Distribution
Date, then Interest Proceeds that would otherwise be used to
make payments in respect of interest on any Class of Notes
Subordinate to such Class will be used instead to redeem, first,
each Class (if any) of Notes Senior to such Class of Notes
(sequentially in direct order of seniority) and, second, such
Class of Notes, until each applicable Coverage Test is satisfied
(or until each such Class of Notes is paid in full). See
"Description of the Notes-Priority of Payments."

Maturity; Average Life; Duration.......

Principal Repayment of the
Notes.....................................................

The stated maturity of the Notes is the December 12, 2045
Distribution Date (with respect to each Class of Notes, the
"Stated Maturity"). Each Class of Notes will mature at the
applicable Stated Maturity unless redeemed or repaid before
the Stated Maturity. With respect to each Class of Notes, the
earlier of the Stated Maturity and the Distribution Date on which
the aggregate principal amount of such Class of Notes is paid
in full, including a Redemption Date or an Accelerated Maturity
Date, is referred to herein as the "Final Maturity Date". The
average life of each Class of Notes may be less than the
number of years until its Stated Maturity. See "Maturity and
Prepayment Considerations," "Risk Factors-Projections,
Forecasts and Estimates" and "--Average Life of the Notes and
Prepayment Considerations."

Principal Proceeds will be applied on each Distribution Date in
accordance with the Priority of Payments to pay principal of
each Class of Notes and, to the extent that there are Excess
Principal Proceeds, to pay a dividend on the Preference
Shares. In addition,

(a) if a Coverage Test is not satisfied on a Determination
Date, Interest Proceeds will be applied on the
immediately succeeding Distribution Date to pay
principal of the Class A Notes, the Class B Notes, the
Class C Notes, the Class D Notes and the Class E
Notes, sequentially in order of seniority in sufficient
amounts to satisfy each Coverage Test (or until each
such Class of Notes is paid in full),

(b) on any Distribution Date occurring on or before the last
day of the Priority Distribution Period, Interest Proceeds
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will be applied, in an amount available for such
purpose, if any, on the relevant Distribution Date, to
pay principal of the Class D Notes in an amount up to
the Class D Priority Redemption Amount for such
Distribution Date as set forth in Schedule F to this
Offering Circular until 10.00% of the aggregate principal
amount of the Class D Notes as of the Closing Date is
redeemed; and on any Distribution Date occurring after
March 2010, 15.00% of the Interest Proceeds that
would otherwise be paid to the Preference Share
Paying Agent for distribution to the holders of the
Preference Shares will be applied to pay principal of
the Class D Notes until the Class D Notes are paid in
full, and

(c) if no Optional Redemption, Auction Call Redemption,
Clean-Up Call Redemption or Tax Redemption has
been successfully completed before the Accelerated
Amortization Date, on each Distribution Date occurring
on or after the Accelerated Amortization Date, Interest
Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the
holders of the Preference Shares will be applied to pay,
first, the principal of the Class E Notes, second, the
principal of the Class D Notes, third, the principal of the
Class C Notes, fourth, the principal of the Class B
Notes, fifth, the principal of the Class A-2 Notes, sixth,
the principal of the Class A-1b Notes and seventh, the
principal of the Class A-i a Notes in each case until
such Class has been paid in full,

(d) if the Class E Diversion Test is not satisfied on a
Determination Date, Interest Proceeds will be applied
on the immediately succeeding Distribution Date to pay
principal of the Class E Notes in sufficient amounts to
satisfy the Class E Diversion Test,

in each case, to the extent of funds available for such purposes
in accordance with the Priority of Payments. See "Description
of the Notes-Priority of Payments," "-Principal," "-

Mandatory Redemption" and "-The Coverage Tests."

The Issuer may redeem the Notes, in whole but not in part, at
the applicable Redemption Price therefor at the times and
under the circumstances described in "Description of the
Notes-Auction Call Redemption," "--Optional Redemption",
"--Clean-Up Call Redemption" and "-Tax Redemption."

Mandatory Redemption....................... The Class A Notes, the Class B Notes, the Class C Notes, the
Class D Notes and the Class E Notes will, on any Distribution
Date, be subject to mandatory redemption from Interest
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Proceeds in the event that any Coverage Test is not satisfied
on that Determination Date. In addition, certain Principal
Proceeds, to the extent available, will be applied on each
Distribution Date (after payment of certain other amounts in
accordance with the Priority of Payments) to repay the principal
of each Class of Notes. Any such redemption from Interest
Proceeds or Principal Proceeds will be applied to each
outstanding Class of Notes sequentially in direct order of
seniority and will otherwise be effected as described below
under "Description of the Notes-Priority of Payments" and "-

Mandatory Redemption."

Optional Redemption ...........

Auction Call Redemption of the
Notes................................. ........

Subject to certain conditions described herein, on any
Distribution Date on or after the March 2010 Distribution Date,
the Issuer may redeem the Notes (such redemption, an
"Optional Redemption"), in whole but not in part, at the
direction of the holders of at least sixty-six and two-thirds
percent (66 2/3%) of the Preference Shares at the applicable
Redemption Price therefor. Any such Optional Redemption
may only be effected on a Distribution Date at the applicable
Redemption Price and only from the Disposition Proceeds of all
Collateral including Eligible Investments credited to the
Accounts (other than that in the Interest Rate Swap
Counterparty Collateral Account and the Synthetic Security
Issuer Account) on such Distribution Date. No Optional
Redemption may be effected, however, unless (i) all such
Disposition Proceeds are used, in whole or in part, to make
such an Optional Redemption and (ii) such Disposition
Proceeds are at least equal to the Redemption Amount. See
"Description of the Notes-Optional Redemption".

If the Notes have not been redeemed in full on or prior to the
Distribution Date occurring in June 2013 (the "First Auction
Call Date"), and the Preference Shareholders have not directed
an Optional Redemption, then an auction of the Underlying
Assets will be conducted by the Auction Agent on behalf of the
Issuer and, provided that certain conditions described herein
are satisfied, the Underlying Assets will be sold and the Notes
will be redeemable (an "Auction Call Redemption"), in whole
but not in part and at the applicable Redemption Price, from the
Disposition Proceeds of all Collateral including any Eligible
Investments credited to the Accounts (other than that in the
Interest Rate Swap Counterparty Collateral Account and the
Synthetic Security Issuer Account); provided that funds under
clauses (a) and (b) are sufficient to pay in full (i) the
Redemption Amount and (ii) the Minimum Preference Share
Redemption Amount. The "Minimum Preference Share
Redemption Amount" equals (i) the aggregate liquidation
preference of the Preference Shares minus (ii) the aggregate

GEM7-00000467Confidential Treatment Requested

Footnote Exhibits  - Page 1078



amount of all cash distributions on the Preference Shares
(whether in respect of dividends or redemption payments)
made to the Preference Share Paying Agent for distribution to
the Preference Shareholders prior to the relevant Auction Date.
If such conditions are not satisfied and the Underlying Assets
are not Disposed of prior to such Distribution Date, the Auction
Agent will conduct an auction on a semi-annual basis prior to
each subsequent Distribution Date (each, a "Subsequent
Auction Call Date," and, together with the First Auction Call
Date, each, an "Auction Date") until the Notes are redeemed in
full. An auction conducted in connection with an Auction Call
Redemption (an "Auction") shall be carried out in accordance
with the auction procedures set forth in Schedule A attached
hereto (the "Auction Procedures"). See "Description of the
Notes-Auction Call Redemption."

Pursuant to the Management Agreement, the Issuer may
designate the Collateral Manager as the Auction Agent (in such
capacity, the "Auction Agent") in connection with the sale of
the Collateral in connection with any Auction Call Redemption;
provided that if the Collateral Manager or any of its Affiliates is
a bidder on the Collateral, the Collateral Manager shall resign
as Auction Agent and the Auction Agent for that Auction shall
be the initial Purchaser, an Affiliate of the Initial Purchaser or
another unaffiliated third party as successor Auction Agent. In
no event, however, will the Initial Purchaser have any obligation
to act as Auction Agent with respect to the Collateral. If an
Auction Call Redemption is not successfully completed on any
Auction Date, the Auction Agent shall conduct an Auction on
each Subsequent Auction Call Date in accordance with the
Auction Procedures on each subsequent Auction Date until an
Auction Call Redemption is completed successfully. See
"Schedule A-Auction Call Redemption-Auction Procedures."

Clean-Up Call Redemption .................

Tax Redemption of the Notes.............

At the direction of the Collateral Manager, the Notes will be
subject to redemption by the Issuer, in whole but not in part (a
"Clean-Up Call Redemption"), at the applicable Redemption
Price, on any Distribution Date selected by the Collateral
Manager which occurs on or after the Distribution Date on
which the aggregate outstanding principal amount of the Notes
is less than or equal to 10.00% of the original aggregate
outstanding principal amount of the Notes as of the Closing
Date. Any such redemption may only be effected on a
Distribution Date and only from the Disposition Proceeds of all
Collateral including Eligible Investments credited to the
Accounts (other than that in the Synthetic Security Issuer
Account). See "Description of the Notes-Clean-Up Call
Redemption."

The Issuer may redeem the Notes (such redemption, a "Tax
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Redemption"), in whole but not in part, at the direction of the
Majority-in-Interest of Preference Shareholders or, so long as
the Class A-1 Notes are Outstanding, of the Controlling Class;
provided that, the Controlling Class may only direct a Tax
Redemption in the event that, as a result of the relevant Tax
Event, on a previous Payment Date one or more of the Class
A-la Notes, Class A-lb Notes, Class A-2 Notes or Class B
Notes did not receive the amount that it otherwise would have
received under the Priority of Payments in the absence of such
Tax Event Any such redemption may only be effected on a
Distribution Date at the applicable Redemption Price and only
from the Disposition Proceeds of all Collateral including the
Eligible Investment credited to the Accounts (other than that in
the Interest Rate Swap Counterparty Collateral Account and
the Synthetic Security Issuer Account) on such Distribution
Date. No Tax Redemption may be effected, however, unless (i)
all such Disposition Proceeds are used, in whole or in part, to
make such a Tax Redemption, (ii) such Disposition Proceeds
are at least equal to the Redemption Amount, (iii) a Tax Event
shall have occurred and (iv) the Tax Materiality Condition is
satisfied. See "Description of the Notes-Tax Redemption."

Manner of Distribution ..........

Ratings .................................................

The Initial Purchaser is offering the Notes for sale to investors
("Original Purchasers"), subject to prior sale when, as and if
issued, the approval of certain legal matters by counsel and the
satisfaction of certain other conditions: (a) in the United States
who are (i) Institutional Accredited Investors in reliance upon an
exemption from registration provided by Section 4(2) of the
Securities Act, or (ii) Qualified Institutional Buyers in reliance on
the exemption from registration provided by Rule 144A and (b)
outside the United States to persons that are not U.S. Persons
in offshore transactions In reliance on Regulation S and in
accordance with any applicable securities laws of any state of
the United States and any other relevant jurisdiction. Notes
offered for sale to a U.S. resident (within the meaning of the
Investment Company Act) will be offered only to Qualified
Purchasers. See "Plan of Distribution" and "Transfer
Restrictions."

It is a condition to the issuance of the Notes that Moody's and
Standard & Poor's assign the following ratings to the Notes:

Class

Class A-la Notes

Class A-lb Notes

Class A-2 Notes

Class B Notes

Moody's

Aaa

Aaa

at least Aa2

S&P

AAA

AAA

AAA

at least AA
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Class C Notes at least A2

Class D Notes

Class E Notes

at least Baa2 at least BBB

at least Bal at least BB+

The ratings assigned to the Class A Notes and the Class B
Notes by Standard & Poor's address the timely payment of
interest on, and the ultimate payment of the principal of the
Class A Notes and the Class B Notes. The ratings assigned to
the Class C Notes, Class D Notes and Class E Notes by
Standard & Poor's address the ultimate payment of principal of,
and the ultimate payment of interest on, the Class C Notes,
Class D Notes and Class E Notes. The ratings assigned to the
Notes by Moody's address the ultimate cash receipt of all
required payments as provided by the governing documents,
and are based on the expected loss to the Noteholders of each
Class relative to the promise of receiving the present value of
such payments. A security rating is not a recommendation to
buy, sell or hold securities and may be subject to revision at
any time.

The Notes (or interests therein) will be issuable in minimum
denominations of U.S.$500,000, and in integral multiples of
U.S.$1,000 in excess thereof.

The Notes offered in reliance upon Regulation S ("Regulation
S Notes") Initially will be represented by one or more
Temporary Regulation S Global Notes in fully registered form
without interest coupons attached, deposited with, and
registered in the name of, DTC (or its nominee) initially for the
accounts of Euroclear, and/or Clearstream.

On the 40th day after which all of the Notes of any Class have
been sold to investors other than the Initial Purchaser or its
Affiliates, and subject to the receipt by the Trustee of a
certificate in the form provided by the Indenture from the person
holding such interest, a beneficial interest in a Class of
Temporary Regulation S Global Notes may be exchanged for
an interest in a Permanent Regulation S Global Note of such
Class in fully registered form without coupons, in an amount
equal to the aggregate principal amount of such interest in the
Temporary Regulation S Global Note.

Interests in the Regulation S Global Notes will be shown on,
and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants
(including Euroclear and Clearstream). Until and including the
40th day after the later of the commencement of the offering
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and the closing of the offering of the Notes (the "Distribution
Compliance Period"), interests in a Regulation S Global Note
may be held only through Euroclear or Clearstream.

The Notes offered in the United States ("Restricted Notes")
will be represented by one or more Restricted Global Notes in
fully registered form without interest coupons attached,
deposited with, and registered in the name of, DTC (or its
nominee). Interests in Restricted Global Notes will be shown
on, and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants.

The Regulation S Global Notes and the Restricted Global
Notes are collectively referred to herein as "Global Notes."
Under certain limited circumstances described herein, definitive
registered Notes may be issued in exchange for Global Notes.

No Note (or any interest therein) may be transferred to a
transferee acquiring such Note in the form of an interest in a
Global Note except (a) to a transferee whom the seller
reasonably believes is (i) a Qualified Institutional Buyer that is a
Qualified Purchaser or (ii) a non-U.S. Person in an offshore
transaction in accordance with Regulation S, (b) in compliance
with the certification (if any) and other requirements set forth in
the Indenture, and (c) in accordance with any applicable
securities laws of any state of the United States and any other
relevant jurisdiction. See "Description of the Notes-Form,
Denomination, Registration and Transfer" and "Transfer
Restrictions."

The Preference Shares being offered by the Issuer in the
United States in reliance upon an exemption from the
registration requirements of the Securities Act ("Rule 144A
Preference Shares") will be represented by certificates in fully
registered, definitive form registered in the name of the legal
and beneficial owner thereof (or a nominee acting on behalf of
the disclosed legal and beneficial owner thereof).

The Preference Shares offered by the Issuer outside the United
States will be offered in reliance upon Regulation S under the
Securities Act and initially will be represented by one or more
temporary global share certificates ("Temporary Regulation S
Global Preference Shares"), that will be exchangeable for one
or more permanent global Preference Shares ("Permanent
Regulation S Global Preference Shares" and, together with
the Temporary Regulation S Global Preference Shares, the
"Regulation S Global Preference Shares") in fully registered
form, deposited with and registered in the name of, DTC (or its
nominee), initially for the accounts of Euroclear, and/or
Clearstream. Until one year after the later of the
commencement of the offering and the Closing Date (the
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Listing ................................................

Listing Agent and Irish Paying
Agent.....................................................

Governing Law .....................................

Tax M atters...........................................

Benefit Plan Investors ..........

"Distribution Compliance Period"), beneficial interests in a
Regulation S Global Preference Share may be held only
through Euroclear or Clearstream.

Under certain limited circumstances described herein, definitive
registered share certificates may be issued in exchange for
Regulation S Preference Shares.

The Preference Shares are being offered, and may only be
transferred, in minimum lots of 200 shares.

The Rule 144A Preference Shares and the Regulation S Global
Preference Shares will be subject to certain restrictions on sale
and transferability.

Application will be made to the Irish Financial Services
Regulatory Authority as competent authority under Directive
2003171/EC, for the prospectus to be approved. Application will
be made to the Irish Stock Exchange to admit the Notes to the
Official List and trading on its regulated market. Such approval
will relate only to Notes which are to be admitted to trading on
the regulated market of the Irish Stock Exchange or other
regulated markets for the purposes of Directive 93/22/EEC or
which are to be offered to the public in any Member State of the
European Economic Area. See "Listing and General
Information." No application will be made to list the Notes on
any other exchange.

RSM Robson Rhodes LLP.

The Notes, the Indenture, the Subscription Agreement, the
Collateral Administration Agreement, the Management
Agreement, any Interest Rate Swap Agreement, each Synthetic
Security, the Initial Investment Agreement, the Preference
Share Paying Agency Agreement and the Note Purchase
Agreement will be governed by the law of the State of New
York. The Issuer Charter, the Preference Shares and the
Administration Agreement will be governed by the law of the
Cayman Islands.

See "Tax Considerations."

See "ERISA Considerations."
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RISK FACTORS

An investment in the Notes or Preference Shares involves certain risks. Prospective investors should
carefully consider the following factors, in addition to the matters set forth elsewhere in this Offering
Circular, prior to investing in the Notes or Preference Shares.

Risks Relating to the Notes

Investor Suitability. An investment in the Notes or Preference Shares will not be appropriate for
all investors. Structured investment products, like the Notes and Preference Shares, are complex
instruments, and may involve a high degree of risk and are intended for sale only to sophisticated
investors who are capable of understanding and assuming the risks involved. Any investor interested in
purchasing Notes or Preference Shares should conduct its own investigation and analysis of the product
and consult its own professional advisers as to the risks involved in making such a purchase.

Limited Liquidity. There is currently no market for the Notes or Preference Shares. The Initial
Purchaser currently does not intend to make a market in Notes or Preference Shares, and the Initial
Purchaser is under no obligation to do so. In the event that the Initial Purchaser commences any market-
making, it may discontinue market-making at any time. There can be no assurance that a secondary
market for any of the Notes or Preference Shares will develop, or, if a secondary market does develop,
that it will provide the holders of such Notes or Preference Shares with liquidity of investment or that it will
continue for the life of the Notes or Preference Shares. In addition, the Notes and Preference Shares are
subject to transfer restrictions and can only be transferred to certain transferees as described under
"Transfer Restrictions." Consequently, an investor in the Notes or Preference Shares must be prepared
to hold its Notes or Preference Shares for an indefinite period of time or until their Stated Maturity.

Limited-Recourse Obligations. The Notes and Preference Shares are limited-recourse
obligations of the Issuer and the Co-Issuer. The Notes and Preference Shares are payable solely from
the Underlying Assets and other Collateral pledged by the Issuer to secure the Notes. None of the
security holders, members, officers, directors, managers or incorporators of the Issuer, the Co-Issuer, the
Trustee, the Administrator, the Rating Agencies, the Synthetic Security Counterparty, the Offsetting
Transaction Counterparty, the Share Trustee, the Collateral Manager, the Initial Purchaser, its Affiliates or
any other person or entity will be obligated to make payments on the Notes or Preference Shares.
Consequently, the holders of the Notes (the "Noteholders") must rely solely on amounts received in
respect of the Underlying Assets and other Collateral pledged to secure the Notes for the payment of
principal thereof and interest thereon. There can be no assurance that the distributions on the Underlying
Assets and other Collateral pledged by the Issuer to secure the Notes will be sufficient to make payments
on any Class of Notes, In particular after making payments on more Senior Classes of Notes and certain
other required amounts ranking Senior to such Class. The ability of the Issuers to make payments in
respect of any Class of Notes or the Preference Shares will be constrained by the terms of the Notes of
Classes more Senior to such Notes or Preference Shares and the Indenture. If distributions on the
Collateral are insufficient to make payments on the Notes, no other assets will be available for payment of
the deficiency and, following liquidation of all the Collateral, the obligations of the Issuers to pay such
deficiencies will be extinguished.

Limited Source of Funds to pay Expenses of the Issuer. The funds available to the Issuer to pay
its expenses on any Distribution Date are limited to the Fee Cap Amount plus an amount up to
U.S.$ 250,000 per annum plus any Interest Proceeds remaining after the payments described in clauses
(1) through (18) under "Description of the Notes-Priority of Payments-Interest Proceeds" and, in some
cases, a portion of the Principal Proceeds remaining after the payments described in clauses (1) through

26

Confidential Treatment Requested GEM7-00000473

Footnote Exhibits  - Page 1084



(13) under "Description of the Notes-Priority of Payments-Principal Proceeds." In the event that such
funds are not sufficient to pay the expenses incurred by the Issuer, the ability of the Issuer to operate
effectively may be impaired, and it may not be able to defend or prosecute legal proceedings brought
against it or which it might otherwise bring to protect the interests of the Issuer or pay the expenses of
legal proceedings against persons which the Issuer has indemnified.

Subordination of each Class of Subordinate Notes. No payment of interest on any Class of Notes
will be made until all accrued interest due and payable on the Notes of each Class that is Senior to such
Class has been paid in full. No payment of principal of any Class of Notes will be made until all principal
of, and all accrued interest due and payable on, the Notes of each Class that is Senior to such Class
have been paid in full, except:

(a) on any Distribution Date occurring on or before the last day of the Priority Distribution
Period, Interest Proceeds will be applied, in an amount available for such purpose, if any,
on the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to
the Class D Priority Redemption Amount for such Distribution Date as set forth in
Schedule F to this Offering Circular until 10.00% of the aggregate principal amount of the
Class D Notes as of the Closing Date is redeemed; and on any Distribution Date
occurring after March 2010, 15.00% of the Interest Proceeds that would otherwise be
paid to the Preference Share Paying Agent for distribution to the holders of the
Preference Shares will be applied to pay principal of the Class D Notes until the Class D
Notes are paid in full;

(b) on any Distribution Date occurring on or after the Accelerated Amortization Date and if
any Class of Notes is outstanding, Interest Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the Preference Shareholders will be
applied to pay, first, the principal of the Class E Notes, second, the principal of the Class
D Notes, third, the principal of the Class C Notes, fourth, the principal of the Class B
Notes, fifth, the principal of the Class A-2 Notes, sixth, the principal of the Class A-lb
Notes and seventh, the principal of the Class A-la Notes in each case until such Class
has been paid in full; and

(c) if the Class E Diversion Test is not satisfied on a Determination Date, Interest Proceeds
will be applied on the immediately succeeding Distribution Date to pay principal of the
Class E Notes in sufficient amounts to satisfy the Class E Diversion Test. See
"Description of the Notes-Priority of Payments."

Payments in respect of the Preference Shares are Subordinated to payments in respect of the
Notes. Payments on the Preference Shares will be made only If either Excess Interest or Excess
Principal Proceeds remain after making payments on the Notes in accordance with the Priority of
Payments. No payment of interest on the Preference Shares will be made until all accrued interest due
and payable on the Notes has been paid in full. Under certain circumstances described above under
"-Subordination of each Class of Subordinate Notes" Interest Proceeds that would otherwise be payable
to the Preference Shareholders will instead be applied to the reduction of the Outstanding Notes.

If an Event of Default occurs, so long as any Notes are outstanding, the holders of the most
Senior Class of Notes then outstanding will be entitled to determine the remedies to be exercised under
the Indenture. So long as a more Senior Class of Notes remains outstanding, failure to make payments
in respect of interest on the Class C Notes, the Class D Notes or the Class E Notes, as the case may be,
on any Distribution Date by reason of the Priority of Payments will not constitute an Event of Default
under the Indenture. Any such unpaid interest will instead become Deferred Interest. In the event of any
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realization on the Collateral, proceeds will be allocated to the Notes and payment of other amounts in
accordance with the Priority of Payments prior to any distribution to the Preference Shareholders. See
"Description of the Notes-The Indenture" and "-Priority of Payments." Remedies pursued by the
holders of the Class or Classes of Notes entitled to determine the exercise of such remedies could be
adverse to the interest of the holders of the other Classes of Notes. To the extent that any losses are
suffered by any of the holders of any Notes or Preference Shares, such losses will be bome, first, by the
holders of the Preference Shares (the "Preference Shareholders"), second, by the holders of the Class
E Notes, third, by the holders of the Class D Notes, fourth, by the holders of the Class C Notes, fifth, by
the holders of the Class B Notes, sixth, by the holders of the Class A-2 Notes, seventh, by the holders of
the Class A-1b Notes and eighth, by the holders of the Class A-la Notes.

Volatility of the Subordinate Notes and the Preference Shares. The Subordinate Notes and the
Preference Shares represent leveraged investments in the underlying Collateral. Therefore, it is expected
that changes in the value of the Subordinate Notes and Preference Shares will be greater than the
change in the value of the Underlying Assets, which themselves are subject to credit, liquidity, interest
rate and other risks. Utilization of leverage is a speculative investment technique and involves certain
risks to investors. The indebtedness of the Issuer under the Notes will result in interest expense and other
costs incurred in connection with such indebtedness that may not be covered by proceeds received from
the Collateral. The use of leverage generally magnifies the Issuer's opportunities for gain and risk of loss.

Priority Distribution Period Accelerated Amortization. On any Distribution Date occurring (a)(i) on
or before the last day of the Priority Distribution Period, Interest Proceeds will be applied, in an amount
available for such purpose, if any, on the relevant Distribution Date, to pay principal of the Class D Notes
in an amount up to the Class D Priority Redemption Amount for such Distribution Date as set forth in
Schedule F to this Offering Circular until 10.00% of the aggregate principal amount of the Class D Notes
as of the Closing Date is redeemed; and (ii) on any Distribution Date occurring after March 2010, 15.00%
of the Interest Proceeds that would otherwise be paid to the Preference Share Paying Agent for
distribution to the holders of the Preference Shares will be applied to pay principal of the Class D Notes
until the Class D Notes are paid in full, or

(b) on or after the Accelerated Amortization Date, Interest Proceeds that would otherwise be paid
to the Preference Share Paying Agent for distribution to the holders of the Preference Shares will be
applied to pay, first, the principal of the Class E Notes, second, the principal of the Class D Notes, third,
the principal of the Class C Notes, fourth, the principal of the Class B Notes, fifth, the principal of the
Class A-2 Notes, sixth, the principal of the Class A-1b Notes and seventh, the principal of the Class A-la
Notes, in each case until such Class has been paid in full. By reason of such application of Interest
Proceeds, the Class E Notes may be repaid in full prior to the full repayment of the Class A Notes, the
Class B Notes, the Class C Notes and the Class D Notes. See "Description of the Notes-Priority of
Payments-Interest Proceeds."

Investment Company Act. The Issuers have not registered with the United States Securities and
Exchange Commission (the "SEC") as an investment company pursuant to the Investment Company Act.
The Issuer has not so registered in reliance on an exception for investment companies organized under
the laws of a jurisdiction other than the United States or any state thereof (a) whose investors resident in
the United States are solely "qualified purchasers" or "knowledgeable employees" (within the meaning
given to such terms in the Investment Company Act and the regulations of the SEC thereunder) with
respect to the Issuer or certain transferees thereof identified in Rule 3c-6 under the Investment Company
Act and (b) which do not make a public offering of their securities in the United States. U.S. counsel for
the Issuers will opine, in connection with the sale of the Class A Notes, the Class B Notes, the Class C
Notes, the Class D Notes and the Class E Notes by the Initial Purchaser and the Preference Shares by
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the Issuer that neither the Issuer nor the Co-Issuer is on the Closing Date an investment company
required to be registered under the Investment Company Act (assuming, for the purposes of such
opinion, that the Notes or Preference Shares are sold by the Initial Purchaser or the Issuer, as the case
may be, in accordance with the terms of the Note Purchase Agreement or, in the case of the Preference
Shares and the Class E Notes, the Subscription Agreement). No opinion or no-action position has been
requested of the SEC.

To rely on Section 3(c)(7) of the Investment Company Act, the Issuers must have a "reasonable
belief" that all purchasers of the Notes and the Preference Shares (including the Initial Purchaser and
subsequent transferees) are Qualified Purchasers. Given that transfers of beneficial interests in the
Notes will generally be effected only through DTC and its participants and indirect participants without
delivery of written transferee certifications to the Issuers, the Issuers will establish the existence of such a
reasonable belief by means of the deemed representations, warranties and agreements described under
"Transfer Restrictions," the agreements of the Initial Purchaser referred to under "Plan of Distribution" and
the procedures described below. Although the SEC has stated that it is possible for an issuer of
securities to satisfy the reasonable belief standard referred to above by establishing procedures to
provide a means by which such issuer can make a reasonable determination as to status of its
securityholders as Qualified Purchasers, the SEC has not approved, and has stated that it will not
approve, any particular set of procedures including the procedures described herein. Accordingly, there
can be no assurance that the Issuers will have satisfied the reasonable belief standard referred to above.

If the SEC or a court of competent jurisdiction were to find that the Issuer or the Co-Issuer is
required, but in violation of the Investment Company Act had failed, to register as an investment
company, possible consequences include, but are not limited to, the following: (a) the SEC could apply to
a district court to enjoin the violation; (b) investors in the Issuer or the Co-Issuer could sue the Issuer or
the Co-Issuer, as the case may be, and recover any damages caused by the violation; and (c) any
contract to which the Issuer or the Co-Issuer, as the case may be, is a party that is made in, or whose
performance involves a, violation of the Investment Company Act would be unenforceable by any party to
the contract unless a court were to find that under the circumstances enforcement would produce a more
equitable result than nonenforcement and would not be inconsistent with the purposes of the Investment
Company Act. Should the Issuer or the Co-Issuer be subjected to any or all of the foregoing, the Issuer
or the Co-Issuer, as the case may be, would be materially and adversely affected.

Each purchaser of a Restricted Note or an interest therein will be deemed to represent and agree
at the time of purchase that the purchaser (a) Is a Qualified Institutional Buyer (or, in respect of certain
Original Purchasers, an Institutional Accredited Investor), (b) is a Qualified Purchaser, (c) (i) is not a
dealer described in paragraph (a)(1)(ii) of Rule 144A unless such purchaser owns and Invests on a
discretionary basis at least U.S.$25,000,000 in securities of issuers that are not affiliated persons of the
dealer and (ii) is not a plan referred to in paragraph (a)(1)(i)(D) or (a)(1)(i)(E) of Rule 144A, or a trust fund
referred to in paragraph (a)(1)(i)(F) of Rule 144A that holds the assets of such a plan, unless investment
decisions with respect to the plan are made solely by the fiduciary, trustee or sponsor of such plan, and
(d) will provide written notice of the foregoing, and of any applicable restrictions on transfer, to any
transferee.

The Indenture provides that if, notwithstanding the restrictions on transfer contained therein,
either of the Issuers determines that any beneficial owner of a Restricted Note (or any interest therein) (a)
is a U.S. Person and (b) is not both a Qualified Institutional Buyer (or, in respect of certain Original
Purchasers, an Institutional Accredited Investor) and a Qualified Purchaser, then either of the- Issuers
may require, by notice to such beneficial owner, that such beneficial owner sell all of its right, title and
interest to such Restricted Note (or interest therein) to a person that is (m) a non-U.S. Person in a transfer
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for an interest in a Regulation S Note, or (n) both a Qualified Institutional Buyer and a Qualified
Purchaser, with such sale to be effected within 30 days after notice of such sale requirement is given. If
such beneficial owner fails to effect the transfer required within such 30-day period, (x) upon direction
from the Collateral Manager or the Issuer, the Trustee, on behalf of and at the expense of the Issuer,
shall cause such beneficial owners interest in such Restricted Note to be transferred in a commercially
reasonable sale (conducted by an investment bank selected by the Trustee with the consent of the
Collateral Manager in accordance with Section 9-610(b) of the Uniform Commercial Code as in effect in
the State of New York as applied to securities that are sold on a recognized market or that may decline
speedily in value) to a person to whom such Restricted Note (or interest therein) may be transferred in
accordance with the transfer restrictions set forth in the Indenture and (y) pending such transfer, no
further payments will be made in respect of such Note held by such beneficial owner.

Mandatory Redemption. If a Coverage Test is not satisfied on a Determination Date, Interest
Proceeds, to the extent funds are available in accordance with the Priority of Payments and to the extent
necessary to restore the Coverage Test to certain minimum required levels, will be used to repay principal
of the Class A Notes, the Class B Notes, the Class C Notes, the Class D Notes and the Class E Notes,
sequentially in order of seniority on the immediately succeeding Distribution Date. In addition, certain
Principal Proceeds, to the extent available, will be applied on each Distribution Date (after payment of
certain other amounts) to repay the principal of each Class of Notes sequentially in direct order of
seniority. Any of these events could result in an elimination, deferral or reduction in the interest payments
or principal repayments made to the Noteholders or Preference Shareholders, which could adversely
impact the returns of the holders of the Notes or Preference Shares. See "Description of the Notes-
Principal,"-Mandatory Redemption" and "-Priority of Payments."

Optional Redemption. The Notes may be redeemed, in whole and not in part, pursuant to an
Optional Redemption on any Distribution Date on or after the March 2010 Distribution Date at the
direction of the holders of at least sixty-six and two-thirds percent (66 2/3%) of the Preference Shares,
provided that no such Optional Redemption may be effected unless the Redemption Amount is paid in full
ort the date of such redemption in accordance with the Priority of Payments. See "Description of the
Notes-Optional Redemption".

Interests of the holder of the Preference Shares in determining whether to elect to require an
Optional Redemption of the Notes may be different from the interests of the holders of the Notes in such
respect. The holders of the Notes may not be able to invest the proceeds of the redemption of their Notes
in one or more comparable investments providing a return equal to or greater than the return such
holders of the Notes expected to obtain from their investment in the Notes.

Auction Call Redemption. On the First Auction Call Date and on each subsequent Auction Date
(unless previously redeemed or the holders of at least sixty-six and two-thirds percent (66 2/3%) of the
Preference Shares have directed an Optional Redemption), the Notes shall be redeemable, in whole but
not in part, pursuant to an Auction Call Redemption effected from (a) the Disposition Proceeds of all
Collateral including Eligible Investments credited to the Accounts (other than that in the Interest Rate
Swap Counterparty Collateral Account and the Synthetic Security Issuer Account), at the applicable
Redemption Price; provided that no Auction Call Redemption shall be completed except in accordance
with the Auction Procedures and unless funds under clauses (a) and (b) are sufficient to pay in full (i) the
Redemption Amount and (ii) the Minimum Preference Share Redemption Amount. See "Description of
the Notes-Auction Call Redemption" and "Schedule A-Auction Call Redemption-Auction Procedures."

Clean-Up Call Redemption. At the direction of the Collateral Manager, the Notes will be subject
to redemption in whole but not in part, at their Redemption Price on or after the Distribution Date on which
the aggregate outstanding principal amount of the Notes is less than or equal to 10.00% of the original
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aggregate outstanding principal amount of the Notes as of the Closing Date; provided that any such
redemption is subject to certain conditions described below under "Description of the Notes-Clean-Up
Call Redemption."

Tax Redemption. The Issuer may redeem the Notes, in whole but not in part, at the direction of

the Majority-in-Interest of Preference Shareholders or, so long as the Class A-1 Notes are Outstanding, of

the Controlling Class; provided that, the Controlling Class may only direct a Tax Redemption in the event

that, as a result of the relevant Tax Event, on a previous Payment Date one or more of the Class A-la

Notes, Class A-1b Notes, Class A-2 Notes or Class B Notes did not receive the amount that it otherwise

would have received under the Priority of Payments in the absence of such Tax Event. Any such

redemption may only be effected on a Distribution Date and only from the Disposition Proceeds of all

Collateral including the Eligible Investments credited to the Accounts (other than that in the Interest Rate

Swap Counterparty Collateral Account and the Synthetic Security Issuer Account) on such Distribution

Date, at the applicable Redemption Price. No Tax Redemption may be effected, however, unless (i) all

such Disposition Proceeds are used, in whole or in part, to make such a Tax Redemption, (ii) such

Disposition Proceeds are sufficient to pay in full the Redemption Amount, (iii) a Tax Event shall have

occurred and (iv) the Tax Materiality Condition is satisfied. See "Description of the Notes-Tax

Redemption." A Tax Redemption, if effected, may reduce amounts that would otherwise be paid to the

Preference Share Paying Agent for distribution to the holders of the Preference Shares and, under certain

circumstances, the Noteholders, which could adversely impact the returns of the Preference

Shareholders and, under those circumstances, the Noteholders.

Accelerated Maturity Date. If an Event of Default occurs and is continuing and the conditions to

liquidating the Collateral set forth herein are satisfied, the Trustee will use commercially reasonable

efforts to liquidate the Collateral, including the termination or novation of the Synthetic Securities, and
terminate any Interest Rate Swap Agreement and any Investment Agreement as per the terms thereof

and, on the second Business Day (the "Accelerated Maturity Date") following the Business Day on

which the Trustee determines, or the Issuer (or the Collateral Manager on its behalf) notifies the Trustee,

that such liquidation and such termination is completed, apply the proceeds thereof in accordance with

the Priority of Payments described under "Description of the Notes-Priority of Payments-Interest

Proceeds" and "-Principal Proceeds." See "Description of the Notes-The Indenture."

An Accelerated Maturity Date may occur (i) if there are insufficient proceeds to make any

distribution on the Preference Shares or, (ii) if the holders of at least 66 2/3% in aggregate outstanding

principal amount of each Class of Notes voting as a separate Class so direct, even if there are insufficient

funds to pay the Redemption Price of each Class of Notes in full, provided that, so long as one or more

Affiliates of the Collateral Manager is the holder of at least 66 2/3% in aggregate outstanding principal

amount of the Class E Notes, such an Accelerated Maturity Date will require, effectively, the consent of

one or more Affiliates of the Collateral Manager or (iii) (for so long as any Class A-1 Note remains

Outstanding) with respect to an Event of Default under paragraph (a), (b) or (h) of the definition thereof if

the holders of at least 66 2/3% in aggregate outstanding principal amount of the Controlling Class so

directs.

Termination of Interest Rate Swap Agreement and Liquidation of Collateral Upon Redemption.

Any Interest Rate Swap Agreement will terminate upon a Clean Up Call Redemption, Optional

Redemption, Tax Redemption or Auction Call Redemption and on the Accelerated Maturity Date, which

may require the Issuer to make a termination payment to any Interest Rate Swap Counterparty. Any such

termination payment would reduce the proceeds available to be distributed on the Notes. Furthermore, if
the Issuer enters into an Interest Rate Swap Agreement, in the event that on any date the Net

Outstanding Underlying Asset Balance is less than the Notional Amount of the Interest Rate Swap
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Transaction, the Notional Amount of the Interest Rate Swap Transaction will be reduced such that the
Notional Amount is equal to the Net Outstanding Underlying Asset Balance. The Issuer may owe a
termination payment to the Interest Rate Swap Counterparty in connection with any Interest Rate Swap
Termination, Any such payment would reduce the proceeds available to be distributed on the Notes. In
addition, a Clean-Up Call Redemption, an Optional Redemption, a Tax Redemption, an Auction Call
Redemption or the occurrence of an Accelerated Maturity Date may require the Collateral Manager to
liquidate positions more rapidly than would otherwise be desirable, which could adversely affect the
realized value of the Underlying Assets sold. Moreover, the Collateral Manager may be required, in order
to Dispose of all the Underlying Assets, to aggregate Underlying Assets in a block transaction, thereby
possibly resulting in a lower realized value for the Underlying Assets sold.

Eady Termination of the Reinvestment Period. Although the Reinvestment Period is expected to
terminate on the day after the Payment Date occurring in March 2009, the Reinvestment Period may
terminate prior to such date (i) if the Collateral Manager, acting on behalf of the Issuer, notifies the
Trustee and the other designated parties that, in light of the composition of the Underlying Assets,
general market conditions and other factors, the Collateral Manager (in the Collateral Manager's sole
discretion), acting on behalf of the Issuer has determined that investments in additional Assets within the
foreseeable future would either be impractical or not beneficial or (ii) upon an Event of Default; provided
that if the Collateral Manager had previously terminated the Reinvestment Period, the Collateral Manager
may (in its sole discretion) reinstate the Reinvestment Period if the notice of reinstatement is delivered
prior to the Determination Date for the Distribution Date occurring in March 2009.

If the Reinvestment Period terminates prior to the day after the Distribution Date occurring in
March 2009, such early termination may affect the expected average lives of the Notes described under
"Maturity, Prepayment and Yield Considerations".

Disposition of Underlying Assets by the Collateral Manager Under Certain Circumstances. Under
the Indenture, during certain periods, the Collateral Manager has the right, but not the obligation, to
Dispose of Underlying Assets that are Credit-Risk Assets, Defaulted Securities or Withholding Securities,
subject to satisfaction of the conditions described herein. In addition, during the Reinvestment Period and
subject to the satisfaction of certain conditions, the Collateral Manager may Dispose of and acquire other
Underlying Assets on a discretionary basis. Such Disposition of Underlying Assets may result in losses
by the Issuer, which losses may result in the reduction or withdrawal of the rating of any or all of the
Notes by any of the Rating Agencies. On the other hand, circumstances may exist under which it is in the
best interests of the Issuer to Dispose of Underlying Assets, but the Collateral Manager does not, or is not
permitted to, exercise the right to purchase such assets.

Interest Rate Risk. The Notes bear interest at a rate based on three-month LIBOR as determined
on the relevant LIBOR Determination Date. The Asset-Backed Securities will include obligations that
bear Interest at fixed rates or are subject to interest rate caps and the Synthetic Securities will pay fixed
amounts. Accordingly, the Notes are subject to interest rate risk to the extent that there is an interest rate
mismatch between the floating rate at which interest accrues on such Notes and the fixed rate at which
interest accrues on the fixed rate Underlying Assets and any limitation on floating rate created on Asset-
Backed Securities by related interest rate caps. In addition, any payments of principal of or interest on
the Underlying Assets received during a Due Period will be reinvested in Eligible Investments maturing
not later than the next Distribution Date. There is no requirement that Eligible Investments bear interest
at LIBOR, and the interest rates available for Eligible Investments are inherently uncertain. As a result of
these mismatches, an increase in three-month LIBOR could adversely impact the ability of the Issuer to
make payments on the Notes. With a view to mitigating a portion of such interest rate mismatch, the
Issuer may after the Closing Date and subject to satisfaction of the Rating Condition, enter into an
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Interest Rate Swap Agreement. However, there can be no assurance that the Underlying Assets and
Eligible Investments, together with such transactions under any Interest Rate Swap Agreement, will in all
circumstances generate sufficient Interest Proceeds to make timely payments of interest on the Notes.
Moreover, the benefits of such transactions under an Interest Rate Swap Agreement may not be
achieved in the event of the early termination of the Interest Rate Swap Agreement, including termination
upon the failure of the Issuer or the related Interest Rate Swap Counterparty to perform its obligations
thereunder. See "Security for the Notes-The Interest Rate Swap Agreement."

Pursuant to the Indenture, the Issuer may (i) enter into an Interest Rate Swap Agreement or (ii)
enter into an additional Interest Rate Swap Agreement only with the consent of the Collateral Manager
and (a) the satisfaction of the Rating Condition and (b) with respect to any additional Interest Rate Swap
Agreement, the Interest Rate Swap Counterparty consents to such additional Interest Rate Swap
Agreement. If an Interest Rate Swap Agreement terminates it may be difficult or impossible for the Issuer
to enter into a replacement Interest Rate Swap Agreement and sufficient Interest Proceeds may not be
available to pay interest when due on one or more Classes of Notes. If interest is not paid on the most
Senior Class of Notes then outstanding, an Event of Default under the Indenture may occur. In limited
circumstances specified in the Interest Rate Swap Agreement, the Interest Rate Swap Counterparty may
have the unilateral right to reduce the notional amount of such Interest Rate Swap Agreement, in which
event the Issuer could be required to pay a termination payment to the Interest Rate Swap Counterparty.

Average Life of the Notes and Prepayment Considerations. The average life of each Class of
Notes is expected to be shorter than the number of years until the Stated Maturity. See "Maturity and
Prepayment Considerations."

The average life of each Class of Notes will be affected by the financial condition of the obligors
on or issuers of the Underlying Assets, the characteristics of the Underlying Assets, including the
existence and frequency of exercise of any prepayment, optional redemption or sinking fund features, the
prevailing level of interest rates, the redemption price, the actual default rate and the actual level of
recoveries on any Defaulted Securities, the frequency of tender or exchange offers for the Underlying
Assets and any dividends or other distributions received in respect of Equity Securities and the
occurrence of the Auction Call Redemption. See "Maturity and Prepayment Considerations," "Security for
the Notes" and "Description of the Notes-Auction Call Redemption."

Withholding on the Notes: No Grss-Up. The Issuer expects that payments of principal and
interest in respect of the Notes by the Issuer will ordinarily not be subject to any withholding tax in the
Cayman Islands or the United States. See "Tax Considerations." In the event that withholding or
deduction of any taxes from payments of principal or interest in respect of the Notes or any distribution in
respect of the Preference Shares is required by law in any jurisdiction, neither of the Issuers shall be
under any obligation to make any additional payments to the holders of any Notes or Preference Shares
in respect of such withholding or deduction.

As a condition to the payment of principal of and interest on any Notes without U.S. federal back-
up withholding, the Issuers may require the delivery of properly completed and signed applicable U.S.
federal income tax certifications (generally, an Internal Revenue Service Form W-9 (or applicable
successor form) in the case of a person that is a "United States person" within the meaning of Section
7701(a)(30) of the Code or the applicable Intemal Revenue Service Form W-8 BEN (or applicable
successor form) in the case of a person that is not a "United States person" within the meaning of Section
7701(a)(30) of the Code).

Additional Taxes. The Issuer expects that payments received on the Underlying Assets, Eligible
Investments and any Interest Rate Swap Agreement generally will not be subject to withholding or other
taxes imposed by the United States. Payments on the Underlying Assets and Eligible Investments and

33

Confidential Treatment Requested GEM7-00000480

Footnote Exhibits  - Page 1091



under any Interest Rate Swap Agreement, however, might become subject to U.S. or other tax due to a
change in law or other causes. Payments with respect to Equity Securities likely will be subject to
withholding taxes imposed by the United States or other countries from which such payments are
sourced. The imposition of unanticipated withholding taxes or tax on the Issuer's net income could
materially impair the issuer's ability to pay principal of and interest on the Notes and dividends and return
of capital in respect of the Preference Shares. Upon the occurrence, solely as a result of Cayman Islands
law, of any such events set forth in the preceding sentence, the Issuer will use its best endeavors to
procure (i) the substitution of a company incorporated in another jurisdiction in which the relevant tax
does not apply or (ii) the establishment of a branch office in another jurisdiction in which the relevant tax
does not apply from which it will continue to carry out its functions under the Notes, subject in each case
to the prior receipt by the Issuer and the Trustee of written confirmation from each Rating Agency that the
rating of the Notes will not be adversely affected by such. substitution or change of jurisdiction. As soon
as practicable after such investigation, the Issuer will send written notice to the Trustee as to whether
either of such actions will be taken by the Issuer. No assurance can be made that any such actions by
the Issuer will eliminate any such withholding taxes or tax on the Issuer's net income.

Risks Relating to the Collateral

Nature of the Collateral. The Underlying Assets are subject to credit, liquidity, interest rate,
market operations, fraud, structural, legal and other risks. In addition, during the Reinvestment Period, a
significant portion of the Underlying Assets may be amortized or Disposed of after the Closing Date and
replaced with new Underlying Assets and accordingly the financial performance of the Issuer may be
affected by the price and availability of the Underlying Assets to be acquired. The amount and nature of
the Collateral securing the Notes have been established to withstand certain assumed deficiencies in
payment occasioned by defaults, writedowns, principal shortfalls and interest shortfalls in respect of the
Underlying Assets. See "Ratings of the Notes". If any deficiencies arise, however, payment of the Notes
and Preference Shares could be adversely affected. To the extent that a default occurs with respect to
any Underlying Asset securing the Notes and the Issuer (upon the advice of the Collateral Manager)
Disposes of such Underlying Asset, it is not likely that the proceeds of such Disposition will be equal to
the amount of principal and interest owing to the Issuer in respect of such Underlying Asset. To the
extent that a credit event occurs with respect to any Reference Obligation underlying any Synthetic
Security securing the Notes, the Synthetic Security Counterparty will have an. option to deliver to the
Issuer such Reference Obligation against the payment by the Issuer of the Physical Settlement Amount
(as defined in the related Confirmation). If the Issuer subsequently Disposes of such Reference
Obligation, it is not likely that the proceeds thereof will be equal to the amount of principal and interest
owing to the Issuer in respect of such Reference Obligation. In addition, if the Issuer is obligated to make
a Floating Payment under a Synthetic Security, such Floating Payment would result in a reduction of the
Principal/Notional Balance of such Synthetic Security, and, therefore, reduce the amounts payable by the
Synthetic Security Counterparty, and reduce the amount of Interest Proceeds available to pay the Notes
and Preference Shares. Any Floating Payment would reduce the Collateral that is available to pay the
principal of the Notes and Preference Shares, and would expose the Issuer to reinvestment risk.

The market value of the Underlying Assets generally will fluctuate with, among other things, the
financial condition of the obligors on or issuers of the Underlying Assets or, with respect to Synthetic
Securities, of the obligors on or issuers of the Reference Obligations, general economic conditions, the
condition of certain financial markets, political events, developments or trends in any particular industry
and changes in prevailing interest rates.

If an Underlying Asset becomes an Equity Security, Credit-Risk Asset, Defaulted Asset or
Withholding Security, the Collateral Manager may or may not elect to Dispose of the affected asset.
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There can be no assurance as to the timing of the Collateral Manager's purchase of the affected asset, or
as to the rates of recovery on such affected asset. The inability to realize immediate recoveries at the
recovery levels assumed herein may result in lower cash flow and a lower yield to maturity of the Notes
and Preference Shares.

Although the Issuer is permitted to invest in Asset-Backed Securities and Synthetic Securities, the
Issuer may find that, as a practical matter, these investment opportunities are not available to it for a
variety of reasons such as the limitations imposed by the Eligibility Criteria and the Collateral Quality
Tests. At any time there may be a limited universe of investments that would satisfy the Eligibility Criteria
and the Collateral Quality Tests given the other investments in the Issuers portfolio. As a result, the
Issuer may at times find it difficult to acquire suitable investments. See "Security for the Notes".

The ability of the Issuer to Dispose of Underlying Assets prior to maturity is subject to certain
restrictions under the Indenture. Notwithstanding such restrictions and satisfaction of the conditions set

forth in the Indenture, the acquisition and the Disposition of Underlying Assets could result in losses to the
Issuer, which losses could affect the timing and amount of payments in respect of the Notes or
Preference Shares or result in the reduction in or withdrawal of the rating on any or all of the Notes by
one or more of the Rating Agencies.

Asset-Backed Securities. The Underlying Assets will consist of Asset-Backed Securities, which

may include, without limitation, CMBS Securities, RMBS Securities, Automobile Securities, Small
Business Loan Securities, Car Rental Fleet Securities, CDO Securities, Credit Card Securities,
Equipment Lease Securities and Student Loan Securities, or Synthetic Securities with Reference
Obligations as Asset-Backed Securities. "Asset-Backed Securities" are securities that entitle the

holders thereof to receive payments that depend primarily on the cash flow from a specified pool of
financial assets, either fixed or revolving, that by their terms convert into cash within a finite time period,
together with rights or other assets designed to assure the servicing or timely distribution of proceeds to

holders of the Asset-Backed Securities. See "Security for the Notes-Underlying Assets-Asset-Backed
Securities".

Holders of Asset-Backed Securities bear various risks, including interest rate risks, market risks,

credit risks, liquidity risks, operations risks, structural risks and legal risks. Credit risk is an important

issue in Asset-Backed Securities because of the significant credit risks inherent in the underlying
collateral and because issuers are primarily private entities. The structure of an Asset-Backed Security

and the terms of the investors' interest in the collateral can vary widely depending on the type of
collateral, the desires of investors and the use of credit enhancements. Although the basic elements of

all Asset-Backed Securities are similar, individual transactions can differ markedly in both structure and

execution. Important determinants of the risk associated with issuing or holding the securities include the

relative seniority or subordination of the class of Asset-Backed Security held by the investor, the process

by which principal and interest payments are allocated to investors, how credit losses affect the issuing
vehicle and the return to investors, whether collateral represents a static or revolving pool of specific

assets or accounts, whether the underlying collateral assets are revolving or closed-end, under what

terms (including maturity of the asset-backed instrument) any remaining balance in the accounts may
revert to the issuing company and the extent to which the company that is the actual source of the

collateral assets is obligated to provide support to the issuing vehicle or to the investors. See "Security
for the Notes-Underlying Assets-Asset-Backed Securities" below.

Liquidity risk can arise from an increase in perceived credit risk, as occurred in 1996 and 1997
with the rise in reported delinquencies and losses on securitized pools of credit cards. Liquidity can also

become a major concern for asset-backed commercial paper programs if concerns about credit quality,

for example, lead investors to avoid the commercial paper issued by the relevant special-purpose entity.
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For these cases, the securitization transaction may include a liquidity facility," which requires the facility
provider to advance funds to the relevant special-purpose entity should liquidity problems arise. To the
extent that the bank originating the loans is also the provider of the liquidity facility, and that the bank is
likely to experience similar market concerns if the loans it originates deteriorate, the ultimate practical
value of the liquidity facility to the transaction may be questionable. Operations risk arises through the
potential for misrepresentation of the loan quality or terms by the originating institution, misrepresentation
of the nature and current value of the assets by the servicer and inadequate controls over disbursements
and receipts by the servicer.

If the servicer becomes subject to financial difficulty or otherwise ceases to be able to carry out its
function, it may be difficult to find other acceptable substitute servicers and cash flow disruptions or
losses may occur. Structural and legal risks include the possibility that, in a bankruptcy or similar
proceeding involving the originator or the servicer (often the same entity or Affiliates), the assets of the
Issuer could be treated as never having been truly sold by the originator to the Issuer and could be
substantively consolidated with those of the originator, or the transfer of such assets to the Issuer could
be voided as a fraudulent transfer. Challenges based on such doctrines could result also in cash flow
delays and reductions. Other similar risks relate to the degree to which cash flows on the assets of the
Issuer may be commingled with those on the originator's other assets.

Residential ABS Securities. Most of the Underlying Assets will consist of Residential ABS
Securities. Residential ABS Securities represent interests in pools of residential mortgage loans secured
by one- to four-family residential mortgage loans. Such loans may be prepaid at any time. See "Maturity,
Prepayment and Yield Considerations". Residential mortgage loans are obligations of the borrowers
thereunder only and are not typically insured or guaranteed by any other person or entity. The rate of
defaults, writedowns, principal shortfalls, interest shortfalls and losses on residential mortgage loans will
be affected by a number of factors, including general economic conditions and those in the area where
the related mortgaged property is located (including local property values), the borrowers equity in the
mortgaged property and the financial circumstances of the borrower. If a residential mortgage loan is in
default, foreclosure of such residential mortgage loan may be a lengthy and difficult process, and may
involve significant expenses. Furthermore, the market for defaulted residential mortgage loans or
foreclosed properties may be very limited.

The risk of losses on residential mortgage loans is particularly relevant now. While there is
always a risk of defaults or delinquencies in payment, recently losses on residential mortgage loans have
been increasing and may continue to increase in the future. The losses have been most significant in
respect of subprime mortgage loans but all classes of loans are affected.

A number of factors are contributing to the increase in losses. Residential property values that
Increased for many years are now declining or static in many states. Static or declining property values
are expected to result in higher losses on mortgage loans whei compared to an environment in which
property values are increasing. Losses may be particularly high with respect to mortgage loans on
properties that are not the borrower's primary residence, including second homes, investment properties
and any loans where the property value is less than the remaining amount of the mortgage loan.
Declining property values also exacerbate the losses due to a failure to apply adequate standards to
potential borrowers. Failures to properly screen borrowers may include failures to do adequate due
diligence on a borrower (including employment and income history) or the relevant property (including
valuation) or failures to follow predatory lending and other borrower-protection statutes. Increases in
interest rates may also contribute to higher rates of loss. Increases in interest rates require borrowers
under adjustable rate mortgage loans to pay higher monthly payments. Higher monthly payments make it
more likely that borrowers will be unable or unwilling to make payments on their loans.
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The increase in delinquencies and defaults has contributed -to a declining market for mortgage
loans. The declining market has, in turn, seriously impacted mortgage originators and servicers. In
addition to losses due to delinquencies and defaults, mortgage originators and servicers face losses due
to claims for repurchase under provisions in many mortgages that require repurchase due to a breach of
a representation or and warranty regarding the relevant mortgage loan. The financial difficulties of
servicers in particular are likely to result in losses in respect of securities backed by residential mortgage
loans. Servicers of such securities are typically required to make advances of payment for delinquent
loans. If the servicer is in financial difficulties, however, the servicer may not be able to provide such
advances. In extreme cases, if a servicer is in bankruptcy or other insolvency proceedings it may not be
required to make such advances. In addition, the servicer's obligation to make such advances may be
limited due to the credit quality of the borrower under the relevant mortgage loans.

Residential mortgage loans may be subject to various Federal and state laws, public policies and
principles of equity that protect consumers, which among other things may regulate interest rates and
other charges, require certain disclosures, require licensing of originators, prohibit discriminatory lending
practices, regulate the use of consumer credit information and regulate debt collection practices.
Violation of certain provisions of these laws, public policies and principles may limit the servicer's ability to
collect all or part of the principal of or interest on a residential mortgage loan, entitle the borrower to a
refund of amounts previously paid by it, or subject the servicer to damages and sanctions.

At any one time, the portfolio of Residential ABS Securities may be backed by residential
mortgage loans with disproportionately large aggregate principal amounts secured by properties in only a
few states or regions. As a result, the residential mortgage loans may be more susceptible to geographic
risks relating to such areas, such as adverse economic conditions, adverse events affecting industries
located in such areas and natural hazards affecting such areas, than would be the case for a pool of
mortgage loans having more diverse property locations. In addition, the residential mortgage loans may
include so-called "jumbo" mortgage loans, having original principal balances that are higher than is
generally the case for residential mortgage loans. As a result, the related mortgaged properties may
have a more limited market than those securing average-sized residential mortgage loans.

Each underlying residential mortgage loan in an issue of Residential ABS Securities may have a
balloon payment due at its maturity date. Balloon residential mortgage loans involve a greater risk to a
lender than self-amortizing loans because the ability of the borrower to pay such amount will normally
depend on its ability to obtain refinancing of the related mortgage loan or sell the related mortgaged
property at a price sufficient to permit the borrower to make the balloon payment, which will depend on a
number of factors prevailing at the time such refinancing or sale is required, including, without limitation,
the strength of the residential real estate markets, tax laws, the financial situation and operating history of
the underlying property, interest rates, and general economic conditions. If the borrower is unable to
make such balloon payment, the related issue of Residential ABS Securities may experience losses.

Commercial Mortqage-Backed Securities. Asset-Backed Securities include Commercial
Mortgage-Backed Securities. Commercial Mortgage-Backed Securities are securities backed . by
obligations (including participation interests in obligations) that are principally secured by mortgages on
real property or interests therein having a multifamily or commercial use, such as regional malls, other
retail space, office buildings, industrial or warehouse properties, hotels, apartments, cooperatives, nursing
homes and senior living centers. Commercial Mortgage-Backed Securities have been issued in public
and private transactions by a variety of public and private issuers using a variety of structures, including
senior and subordinated classes. Risks affecting real estate investments include general economic
conditions, the condition of financial markets, political events, developments or trends in any particular
industry and changes in prevailing interest rates. The cyclicality and leverage associated with real estate-
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.related investments have historically resulted in periods, including significant periods, of adverse
performance, including performance that may be materially more adverse than the performance
associated with other investments. In addition, commercial mortgage loans generally are non-recourse
loans, lack standardized terms, tend to have shorter maturities than residential mortgage loans and may
provide for the payment of all or substantially all of the principal only at maturity. In some cases, the
properties securing commercial mortgage loans may be subject to additional debt that may affect the
related borrower's ability to refinance the loan and/or result in reduced cash flow and deferred
maintenance. Additional risks may be presented by the type and use of a particular commercial property.
For instance, commercial properties that operate as hospitals and nursing homes may present special
risks to lenders due to the significant governmental regulation of the ownership, operation, maintenance
and financing of health care institutions. Hotel and motel properties are often operated pursuant to
franchise, management or operating agreements which may be terminable by the franchisor or operator
and the transferability of a hotel's operating, liquor and other licenses upon a transfer of the hotel,
whether through purchase or foreclosure, is subject to local law requirements. All of these factors
increase the risks involved with commercial real estate lending. Commercial properties tend to be unique
and are more difficult to value than single-family residential properties. Commercial lending is generally
viewed as exposing a lender to a greater risk of loss than residential mortgage lending since it typically
involves larger loans to a single borrower or related borrowers than residential mortgage lending.

Commercial mortgage lenders typically look to the debt service coverage ratio of a loan secured
by income-producing property as an important measure of the risk of default on such a loan. Commercial
property values and net operating income are subject to volatility, and net operating income may be
sufficient or insufficient to cover debt service on the related mortgage loan at any given time. The
repayment of loans secured by income-producing properties is typically dependent upon the successful
operation of the related real estate project rather than upon the liquidation value of the underlying real
estate or the existence of independent income or assets of the borrower. Furthermore, the net operating
income from and value of any commercial property may be adversely affected by risks generally incident
to interests in real property, including events which the borrower or manager of the property, or the issuer
or servicer of the related issuance of Commercial Mortgage-Backed Securities, may be unable to predict
or control, such as changes in general or local economic conditions and/or specific industry segments:
declines in real estate values; declines in rental or occupancy rates; increases in interest rates, real
estate tax rates and other operating expenses; changes in governmental rules, regulations and fiscal
policies; acts of God; acts of war; acts of terrorism; and social unrest and civil disturbances. The value of
commercial real estate is also subject to a number of laws, such as laws regarding environmental clean-
up and limitations on remedies imposed by bankruptcy laws and state laws regarding foreclosures and
rights of redemption.

A commercial property may not readily be converted to an alternative use in the event that the
operation of such commercial property for its original purpose becomes unprofitable. In such cases, the
conversion of the commercial property to an alternative use would generally require substantial capital
expenditures. Thus, if the borrower becomes unable to meet its obligations under the related commercial
mortgage loan, the liquidation value of any such commercial property may be substantially less, relative
to the amount outstanding on the related commercial mortgage loan, than would be the case if such
commercial property were readily adaptable to other uses. The exercise of remedies and successful
realization of liquidation proceeds may be highly dependent on the performance of Commercial
Mortgage-Backed Securities servicers or special servicers, of which there may be a limited number and
which may have conflicts of interest in any given situation.

Commercial Mortgage-Backed Securities may pay fixed or floating rates of interest. Fixed rate
Commercial Mortgage-Backed Securities, like all fixed-income securities, generally decline in value as
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interest rates rise. Moreover, although generally the value of fixed-income securities increases during
periods of falling interest rates, this inverse relationship may not be as marked in the case of Commercial
Mortgage-Backed Securities due to the increased likelihood of prepayments during periods of falling
interest rates. This effect is mitigated to some degree for mortgage loans providing for a period during
which no prepayments may be made.

Mortgage loans underlying a Commercial Mortgage-Backed Securities issue may lack regular
amortization of principal, resulting in a single 'balloon" payment due at maturity. If the underlying
mortgage borrower experiences business problems, or other factors limit refinancing alternatives, such
balloon payment mortgages are likely to experience payment delays or even default.

Synthetic Securities. A portion of the Underlying Assets may consist of Synthetic Securities, the
Reference Obligations of which are Asset-Backed Securities (primarily, Residential ABS Securities,
CMBS Securities, ABX Tranche Securities and CDO Securities). Investments in such types of assets
through the acquisition of Synthetic Securities present risks in addition to those resulting from direct
acquisition of such Underlying Assets. With respect to Synthetic Securities, the Issuer will have a
contractual relationship only with the counterparty of such Synthetic Security, and not the Reference
Obligor on the Reference Obligation. The Issuer generally will have no right directly to enforce
compliance by the Reference Obligor with the terms of either the Reference Obligation or any rights of
set-off against the Reference Obligor, nor will the Issuer generally have any voting or other consensual
rights of ownership with respect to the Reference Obligation.

Illiquidity of the Underlyino Assets. Some of the Underlying Assets purchased by the Issuer will
have no, or only a limited, trading market. The market for Synthetic Securities may be less liquid than the
market for certain other types of financial assets. The Issuees investment in illiquid Underlying Assets
may restrict its ability to dispose of investments in a timely fashion and for a fair price as well as its ability
to take advantage of market opportunities. Illiquid Underlying Assets may trade at a discount from
comparable, more liquid investments. In addition, the Issuer may invest in privately placed Underlying
Assets that may or may not be freely transferable under the laws of the applicable jurisdiction or due to
contractual restrictions on resale, and even if such privately placed Underlying Assets are transferable,
the prices realized from their sale could be less than those originally paid by the Issuer or less than what
may be considered the fair value of such securities.

Exposure to Credit Risks - the Reference ObliAations and the Synthetic Securities
Counterparties. The obligation of the Issuer to make payments to each Synthetic Security Counterparty
relating to the Synthetic Securities creates exposure to the credit risk of the Reference Obligations related
to such Synthetic Securities. The funds available to make payments in respect of principal on the Notes
and Preference Shares is dependent upon whether and to what extent payments are due and payable by
the Issuer to a Synthetic Security Counterparty relating to the Synthetic Securities. Any settlement
payments and termination payments payable by the Issuer (net of termination payments payable by a
Synthetic Security Counterparty) due and owing to a Synthetic Security Counterparty will reduce the
amount available to pay the obligations of the Issuer to the Noteholders and Preference Shareholders in
inverse order of Seniority. Accordingly, the holders of the Preference Shares and then the Noteholders
may lose all or a portion of their investment. The Issuer will not directly benefit from any collateral
supporting the Reference Obligation and will not have the benefit of the remedies that would normally be
available to a holder of such Reference Obligation.

In addition, in the event of the insolvency of the First Synthetic Security Counterparty or any other
Synthetic Security Counterparty, the Issuer will be treated as a general unsecured creditor of such
counterparty, and will not have any claim of title with respect to the Reference Obligation. Consequently,
the Issuer will be subject to the credit risk of the counterparty as well as that of the Reference Obligor. As
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a result, concentrations of Synthetic Securities entered into with any one counterparty will subject the
Notes and Preference Shares to an additional degree of risk with respect to defaults by or the insolvency
of such counterparty as well as by the Reference Obligor. One or more Affiliates of the Initial Purchaser
may act as counterparty with respect to all or a portion of the Synthetic Securities, which relationship may
create certain conflicts of interest. See "--Conflicts of Interest Involving the Initial Purchaser" below.

Additionally, while the Issuer expects that the returns on a Synthetic Security will generally reflect
those of the related Reference Obligation, as a result of the terms of the Synthetic Security and the
assumption of the credit risk of the Synthetic Security Counterparty, a Synthetic Security may have a
different expected return, a different (and potentially greater) probability of default and expected loss
characteristics following a default, and a different expected recovery following default. Additionally, when
compared to the related Reference Obligation, the terms of a Synthetic Security may provide for different
maturities, payment dates, interest rates, interest rate references, credit exposures, or other credit or non-
credit related characteristics. Upon maturity, default, acceleration or any other termination (including a
put or call) other than pursuant to a credit event (as defined therein) of the Synthetic Security, the terms
of the Synthetic Security may permit or require the issuer of such Synthetic Security to satisfy its
obligations under the Synthetic. Security by delivering to the Issuer securities other than the Reference
Obligation or an amount different than the then current market value of the Reference Obligation.

If the Issuer is obligated to make a Floating Amount Payment under a Synthetic Security, such
Floating Amount Payment may result in a reduction of the Principal/Notional Balance of such Synthetic
Security, and therefore reduce the amounts payable by a Synthetic Security Counterparty and the amount
of Interest Proceeds available to pay the Notes and Preference Shares. In addition, any Floating Amount
Payment related to writedowns or failure to pay principal will reduce the Aggregate Principal/Notional
Balance of Synthetic Securities that are available to pay the principal of the Notes and Preference
Shares.

The ability of the Issuer to meet its obligations under the Notes will be dependent on the Issuer's
receipt of payments from the Synthetic Security Counterparty pursuant to the Synthetic Securities.
Consequently, in addition to relying on the creditworthiness of the reference obligors, the Issuer will also
be relying upon the creditworthiness of the Synthetic Security Counterparty to perform its obligations
under the Synthetic Securities.

Offsettinq Transactions. As described herein, the Issuer may enter into certain Offsetting
Transactions intended to hedge the Issuer's credit exposure in relation to certain Synthetic Securities.
Such Offsetting Transactions are subject to certain risks including those described above in respect of
Synthetic Securities. There can be no guarantee or assurance that any such Offsetting Transactions will
effectively hedge all or any of the issuer's exposure under the applicable Synthetic Security.

Limited Information with Respect to the Reference Obligations. Synthetic Security Counterparties
are not required to hold any Reference Obligation. The Issuer will not have any right to obtain from the
issuer of the Reference Obligations, any related trustee, fiscal agent, collateral manager or custodian
information on the Reference Obligations or information regarding any obligation of any Reference
Obligation. Synthetic Security Counterparties will have no obligation to keep the Issuer, the Trustee, the
Collateral Manager, the Noteholders or the Preference Shareholders informed as to matters arising in
relation to any Reference Obligation including whether or not circumstances exist under which there is a
possibility of the occurrence of a Credit Event or an obligation to make Floating Amount Payments.

No Leqal or Beneficial Interest in Reference Obligations. Under the Synthetic Securities, the
Issuer will have a contractual relationship only with the Synthetic Security Counterparty and not with the
issuer or obligor of any Reference Obligation. Consequently, the Synthetic Securities do not constitute an
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acquisition or other acquisition or assignment of any interest in any Reference Obligation. The Issuer
generally will have no right to directly enforce compliance by the Reference Obligor with the terms of the
Reference Obligation nor any rights of set-off or recourse against the Reference Obligor, nor have any
voting or other consensual rights of ownership with respect to the Reference Obligation and will not have
the benefit of the remedies that would normally be available to the holder of such Reference Obligation.
The Issuer and the Trustee, therefore, will have rights solely against the related Synthetic Security
Counterparty in accordance with the Synthetic Securities. In addition, neither a Synthetic Security
Counterparty nor its affiliates will be (or deemed to be acting as) the agent or trustee of the Issuer, the
Noteholders or the Preference Shareholders in connection with the exercise of, or the failure to exercise,
any of the rights or powers of a Synthetic Security Counterparty and/or its affiliates arising under or in
connection with their respective holding of any Reference Obligation. Each Synthetic Security
Counterparty and its affiliates (i) may deal in any Reference Obligation, (ii) may generally engage in any
kind of commercial or investment banking or other business transactions with any issuer of a Reference
Obligation, and (iii) may act with respect to transactions described in the preceding clauses (i) and (ii) in
the same manner as if a Synthetic Security Counterparty and the Notes did not exist and without regard
to whether any such action might have an adverse affect on such Reference Obligation, the Issuer, the
Preference Shareholders or the Noteholders.

Legal Risk relating to the Synthetic Securities. Initially the Synthetic Securities will be structured
as "Pay As You Go" credit default swaps. "Pay As You Go" credit default swaps are a type of credit
default swap that has been developed recently to reference, and incorporate certain terms of the unique
structures of, Asset-Backed Securities. On November 10, 2006, the International Swaps and Derivatives
Association, Inc. ("ISDA") published its revised form of confirmation and a Standard Terms Supplement
for a "Pay As You Go" transaction on a mortgage-backed security (the "MBS Pay As You Go Form").
On January 19, 2006 CDS IndexCo LLC published Its form of confirmation for a "Pay As You Go"
transaction on the ABX Index the "ABX Pay As You Go Form"). On June 7, 2006 ISDA published its
form of confirmation for a "Pay As You Go" transaction on a collateralized debt obligation (the "CDO Pay
As You Go Form" and, together with the MBS Pay As You Go Form and the ABX Pay As You Go Form,
the "Pay As You Go Forms"). It is expected that the Synthetic Securities to which the Issuer will be a
party will be based on modified versions of the Pay As You Go Forms. See "Security for the Notes"
herein. While ISDA and CDS IndexCo LLC have published the Pay As You Go Forms and ISDA has
published and supplemented the Credit Derivatives Definitions in order to facilitate transactions and
promote uniformity in the credit default swap market, the credit default swap market is expected to
change and the Pay As You Go Forms and the Credit Derivatives Definitions and terms applied to credit
derivatives are subject to interpretation and further evolution. There can be no assurance that such forms
will be substantially similar to the form Confirmations. Past events have shown that the views of market
participants may differ as to how the Credit Derivatives Definitions operate or should operate. As a result
of the continued evolution of the Pay As You Go Forms, each of the Synthetic Security confirmations to
which the Issuer is from time to time a party may differ from the future market standard. Any difference
between the Pay As You Go Forms and the forms used for the Synthetic Securities may have a negative
impact on the liquidity and market value of such Synthetic Securities. In particular, the ABX Pay As You
Go Form is only beginning to be used by market participants and many participants, including the Rating
Agencies, are uncertain what terms are appropriate. Synthetic Securities based on the ABX Pay As You
Go Form may be less liquid than those based on other Pay As You Go Forms.

There can be no assurances that changes to the Credit Derivatives Definitions and other terms
applicable to credit derivatives generally will be predictable or favorable to the Issuer or investors in the
Notes or Preference Shares. Amendments or supplements to the "Pay-As-You-Go" credit default swap
forms and amendments and supplements to the Credit Derivatives Definitions that are published by ISDA
will not apply to the Synthetic Securities executed prior to such amendment or supplement unless the
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Issuer and the related Synthetic Security Counterparty agree to amend the Synthetic Securities to
incorporate such amendments or supplements, and the Rating Condition is satisfied. For so long as any
Class A-1 Notes remain Outstanding, the Issuer is required to provide prior notice of any such agreed
amendment or supplement to the Controlling Class. In addition, the Issuer and the Synthetic Security
Counterparty may enter into additional Synthetic Securities that incorporate such amendments and
supplements as long as the Rating Condition has been satisfied. Markets in different jurisdictions have
also already adopted and may continue to adopt different practices with respect to the Credit Derivatives
Definitions. Furthermore, the Credit Derivatives Definitions may contain ambiguous provisions that are
subject to interpretation and may result in consequences that are adverse to the Issuer. In addition to the
credit risk of the Reference Obligations and the credit risk of the related Synthetic Security Counterparty,
the Issuer is also subject to the risk that the Credit Derivatives Definitions could be interpreted in a
manner that would be adverse to the Issuer or investors in the Notes or Preference Shares or that the
credit derivatives market generally may evolve in a manner that would be adverse to the Issuer or
investors in the Notes or Preference Shares.

Synthetic Security Collateral Account and the Reliance on the Credit Worthiness of Eligible
Investments held therein. The Synthetic Securities may require the Issuer to secure its obligations with
respect to each such Synthetic Security. As directed by the Collateral Manager in writing, cash on
deposit in the Synthetic Security Collateral Account on behalf of each Synthetic Security Counterparty will
be invested in Eligible Investments. Amounts on deposit in the Synthetic Security Collateral Account will
be applied, as directed by the Collateral Manager, to the payment of any amounts owed by the Issuer to
each Synthetic Security Counterparty on the date any such amounts are due. Any Excess Collateral
Account Amount will be withdrawn from the Synthetic Security Collateral Account and deposited to the
Disposition Proceeds Account; provided that to the extent that any such withdrawal from the Synthetic
Security Collateral Account would require a withdrawal from any Investment Agreement, such withdrawal
may only be made in accordance with the terms of such Investment Agreement. Any income on Eligible
Investments contained in the Synthetic Security Collateral Account will be withdrawn from such account
and deposited in the Collection Account for distribution as Interest Proceeds. Cash and Eligible
Investments on deposit in the Synthetic Security Collateral Account will be included in the Collateral to the
extent provided under "Security for the Notes-General' herein, will not be available to make payments
under the Notes or Preference Shares and shall not be considered to be an asset of the Issuer for
purposes of any of the Collateral Quality Tests or the Coverage Tests, but the Synthetic Securities that
relate to such Synthetic Security Collateral Account shall be considered an asset of the Issuer. The
Issuer will bear the risk of any losses with respect to the Eligible Investments held in the Synthetic
Security Collateral Account. Therefore, with respect to each Synthetic Security, the Issuer bears the risk
of the Reference Obligation, the related Synthetic Security Counterparty and the credit and market risks
relating to the Eligible Investments including credit risk with respect to any Investment Agreement that
secure the Issuer's obligations with respect to such Synthetic Security.

Reliance on Creditworthiness of Investment Agreements. The amounts on deposit in the
Synthetic Security Collateral Account are expected to be invested in Eligible Investments consisting
initially of the Initial Investment Agreement and, accordingly, the Issuer will be exposed to the
creditworthiness of the Initial Investment Agreement Provider and its guarantor. The insolvency of the
Initial Investment Agreement Provider or a default by such parties under the Initial Investment Agreement,
respectively, would adversely affect the ability of the Issuer to pay principal and interest when due under
the Notes and distributions in respect of the Preference Shares and could result in a downgrade of the
ratings on the Notes.

If an Investment Agreement is terminated as a result of an event of default or an uncured ratings
downgrade condition as specified therein, the Issuer may enter into one or more replacement investment
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agreements (each a "Replacement Investment Agreement"), and accordingly, the Issuer will be
exposed to the creditworthiness of the related Replacement Investment Agreement provider (each a
"Replacement Investment Agreement Provider"). See "Description of the Initial Investment
Agreement-The Initial Investment Agreement".

Credit Ratings. Credit ratings of debt securities represent the rating agencies' opinions regarding
their credit quality and are not a guarantee of quality. Rating agencies attempt to evaluate the safety of
principal and interest payments and do not evaluate the risks of fluctuations in market value and,
therefore, credit ratings may not fully reflect the true risks of an investment. Also, rating agencies may fail
to make timely changes in credit ratings in response to subsequent events, so that an issuer's current
financial condition may be better or worse than a rating indicates. Consequently, credit ratings of the
Asset-Backed Securities and Reference Obligations will be used by the Collateral Manager only as a
preliminary indicator of investment quality. Investments in non-investment grade and comparable unrated
obligations will be more dependent on the Collateral Manager's credit analysis than would be the case
with investments in investment-grade debt obligations.

International Investinq. A limited portion of the Underlying Assets may consist of obligations of
issuers organized under the law of the Bahamas, Bermuda, the Cayman Islands, the Channel Islands or
the Netherlands Antilles. Moreover, collateral securing Asset-Backed Securities may consist of
obligations of issuers or borrowers organized under the laws of various jurisdictions other than the United
States. Investing outside the United States may involve greater risks than investing in the United States.
These risks may include: (a) less publicly available information; (b) varying levels of governmental
regulation and supervision; and (c) the difficulty of enforcing legal rights in a foreign jurisdiction and
uncertainties as to the status, interpretation and application of laws. Moreover, foreign companies are not
subject to accounting, auditing and financial reporting standards, practices and requirements comparable
to those applicable to U.S. companies.

There generally is less governmental supervision and regulation of exchanges, brokers and
issuers in foreign countries than there is in the United States. For example, there may be no comparable
provisions under certain foreign laws with respect to insider trading and similar investor protection
securities laws that apply with respect to securities transactions consummated in the United States.

Foreign markets also have different clearance and settlement procedures, and in certain markets
there have been times when settlements have failed to keep pace with the volume of securities
transactions, making it difficult to conduct such transactions. Delays in settlement could result in periods
when assets of the Issuer are uninvested and no return is earned thereon. The inability of the Issuer to
make intended Underlying Assets acquisitions due to settlement problems or the risk of intermediary
counterparty failures could cause the Issuer to miss investment opportunities. The inability to Dispose of
an Underlying Asset due to settlement problems could result either in losses to the Issuer due to
subsequent declines in the value of such Underlying Asset or, if the Issuer has entered into a contract to
sell the security, could result in possible liability to the purchaser. Transaction costs of buying and selling
foreign securities, including brokerage, tax and custody costs, also are generally higher than those
involved In domestic transactions. Furthermore, foreign financial markets, while generally growing in
volume, have, for the most part, substantially less volume than U.S. markets, and securities of many
foreign companies are less liquid and their prices more volatile than securities of comparable domestic
companies.

In many foreign countries there is the possibility of expropriation, nationalization or confiscatory
taxation, limitations on the convertibility of currency or the removal of securities, property or other assets
of the Issuer, political, economic or social instability or adverse diplomatic developments, each of which

could have an adverse effect on the Issuers investments in such foreign countries. The economies of
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individual non-U.S. countries may also differ favorably or unfavorably from the U.S. economy in such
respects as growth of gross domestic product, rate of inflation, volatility of currency exchange rates,
depreciation, capital reinvestment, resource self-sufficiency and balance of payments position.

Other Considerations

Certain Conflicts of Interest. The activities of the Collateral Manager, the Initial Purchaser and its
affiliates may result in certain conflicts of interest.

Conflicts of Interest InvoMnq the Collateral Manager Various potential and actual conflicts of
interest may arise from the overall investment activities of the Collateral Manager and its Affiliates. The
Collateral Manager and its Affiliates may invest or invest for the account of others in debt obligations that
would be appropriate as security for the Notes and have no duty in making such investments or to act in a
way that is favorable to the Issuer, the Noteholders or the Preference Shareholders. Such investments
may be different from those made on behalf of the Issuer. The Collateral Manager and its Affiliates may
have economic interests in, or other relationships with, issuers in whose obligations or securities the
Issuer may invest. In particular, a substantial portion of the Underlying Assets acquired by the Issuer
from the Initial Purchaser were sold to the Initial Purchaser from portfolios of securities held by one or
more of the Collateral Manager and its Affiliates. In addition, the Collateral Manager or its Affiliates may
make and/or hold an investment in an issuer's securities that may be pari passu, senior or junior in
ranking to an investment in such issuers securities made and/or held by the Issuer or in which partners,
security holders, officers, directors, agents or employees of the Collateral Manager or its Affiliates serve
on boards of directors or otherwise have ongoing relationships. Each of such ownership and other
relationships may result in securities laws restrictions on transactions in such securities by the Issuer and
otherwise create conflicts of interest for the Issuer. In such instances, the Collateral Manager and its
Affiliates may in their discretion (except as provided below under "Security for the Notes-Dispositions of
Underlying Assets") make investment recommendations and decisions that may be the same as or
different from those made with respect to the Issuer's investments.

Although the officers and employees of the Collateral Manager will devote as much time to the
Issuer as the Collateral Manager deems appropriate, the officers and employees may have conflicts in
allocating their time and services among the Issuer and the Collateral Manager's and its Affiliates' other
accounts.

The Collateral Manager also serves as a manager of one or more other companies organized to
invest in Asset-Backed Securities. The Collateral Manager and its Affiliates may pursue its own interests
as an owner of other securities issued by an issuer of Underlying Assets, without considering the effect of
its actions or omissions on the Issuer. In addition, the Collateral Manager may act as the Auction Agent
in an Auction Call Redemption of the Notes or may resign as Auction Agent and bid on any Underlying
Assets that are sold pursuant to an Auction Call Redemption.

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may
purchase some or all of the Class E Notes on the Closing Date. Pursuant to the Management
Agreement, the Collateral Manager, in its capacity as holder of, or an advisor to the holder of Class E
Notes and Preference Shares may, in such capacity, act in a manner which it determines to be in the best
interests of a holder of Class E Notes and/or Preference Shares, without regard to the effect on the
interests of other Noteholders. In addition, the Collateral Manager and its Affiliates may at times own any
other Class of Notes. A portion of the purchase price of Notes and the Preference Shares to be acquired
by the Collateral Manager or its Affiliates may be financed by the Initial Purchaser. At any given time, the
Collateral Manager and its Affiliates will not be entitled to vote the Notes or Preference Shares
beneficially owned by the Collateral Manager or any Affiliate thereof or by an account or fund for which

44

Confidential Treatment Requested GEM7-00000491

Footnote Exhibits  - Page 1102



the Collateral Manager or an Affiliate thereof acts as the investment adviser (with discretionary authority)
('Collateral Manager Securities") with respect to any vote or consent on any assignment or termination

of the Management Agreement (including the exercise of any rights to remove the Collateral Manager or

terminate the Management Agreement) or any amendment or other modification of the Management
Agreement or the Indenture increasing the rights or decreasing the obligations of the Collateral Manager.
However, at any given time the Collateral Manager and its Affiliates will be entitled to vote the Notes and

Preference Shares held by them with respect to all other matters. For purposes hereof, "Affiliate"

means, with respect to any person, (a) any other person who, directly or indirectly, is in control of, or

controlled by, or is under common control with, such person, (b) any other person who is a director,
officer, employee, managing member or general partner of (i) such person or (ii) any such other person

described in clause (a) above, or (c) with respect to the Collateral Manager, any account or fund for which

the Collateral Manager or any of the foregoing acts as investment advisor with discretionary authority.
For the purposes of the foregoing definition, control of a person shall mean the power,.direct or indirect,
(x) to vote more than 50% of the securities having ordinary voting power for the election of directors of

such person or (y) to direct or cause the direction of the management and policies of such person

whether by contract or otherwise. The ownership of some or all of the Class E Notes and all of the

Preference Shares by one or more Affiliates of the Collateral Manager may give the Collateral Manager

an incentive to take actions that vary from the interests of the holders of the Notes.

Conflicts of Interest Involvinq the Initial Purchaser. Certain of the Asset-Backed Securities

acquired by the Issuer may consist of obligations of issuers or obligors, or obligations sponsored or

serviced by companies, for which DBSI as the Initial Purchaser or an Affiliate of DBSI has acted as

underwriter, agent, placement agent or dealer or for which an Affiliate of DBSI has acted as lender or

provided other administrative, commercial or investment banking services. In addition, if not the Auction

Agent, the Initial Purchaser may bid on the Underlying Assets at any time the Issuer Disposes of an

Underlying Asset. In addition, an Affiliate of the Initial Purchaser will be the First Synthetic Security
Counterparty and may be Offsetting Transaction Counterparty. Also, as described under "Use of

Proceeds", the Issuer, DBSI and Deutsche Bank AG Cayman Islands Branch (the "Warehouse Lender"),
an Affiliate of DBSI, have entered into a credit agreement (the "Warehouse Credit Agreement"),

pursuant to which the Warehouse Lender has financed the acquisition of certain Asset-Backed Securities

and the payment of certain transaction-related fees and expenses prior to the Closing Date. On the

Closing Date, the net proceeds from the sale of the Notes and the Preference Shares will be used by the

Issuer to repay in full all amounts owing by the Issuer to the Warehouse Lender relating to the

Warehouse Credit Agreement, and such revolving credit facility, along with the lien on the Asset-Backed

Securities, the Offsetting Transactions and the Synthetic Securities securing it, will be terminated. See

"Use of Proceeds".

Conflicts of Interest involving the Synthetic Security Countercarties and the Offsetting Transaction

Counterart. The First Synthetic Security Counterparty is an Affiliate of the Initial Purchaser and the

Offsetting Transaction Counterparty may be an Affiliate of the Initial Purchaser. Each Synthetic Security
Counterparty or Offsetting Transaction Counterparty may take actions under the related Synthetic

Securities or Offsetting Transactions or otherwise that may be inconsistent with or adverse to the interests

of the Noteholders. Synthetic Security Counterparties will not be obligated to take any action to minimize

losses with respect to any Reference Obligation. In addition, each Synthetic Security Counterparty or

Offsetting Transaction Counterparty has the right in the event of an assignment of a Synthetic Security (or

Offsetting Transaction, as applicable) to reject any replacement for the Issuer, such right not to be

unreasonably exercised. In deciding whether to approve or reject a replacement for the Issuer, the
Synthetic Security Counterparty does not have to consider the interests of the Issuer or the Noteholders.

See "Security for the Notes-Underlying Assets-Synthetic Securities-Assignment".
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Each Synthetic Security Counterparty, each Offsetting Transaction Counterparty and each of their
affiliates may deal in any obligations or other securities of any Reference Obligor (including, but not
limited to, any Reference Obligations), may enter into other credit derivatives involving entities that may
include the Reference Obligors or their affiliates or sponsors (including credit derivatives to hedge its
obligations under the Synthetic Securities or Offsetting Transactions), may accept deposits from, make
loans or otherwise extend credit to, and generally engage in any kind of commercial or investment
banking or other business with, any Reference Obligor, any affiliate or sponsor of any Reference Obligor
or any other person or other entity having obligations relating to any Reference Obligor or affiliate or
sponsor of such Reference Obligor, and may act with respect to such business in the same manner as if
the related Synthetic Securities and/or Offsetting Transactions did not exist, regardless of whether any
such relationship or action might have an adverse effect on any Reference Obligations (including, without
limitation, any action which might constitute or give rise to a Credit Event), or on the position of the Issuer,
the Noteholders or any other party to the transaction described herein or otherwise. Each Synthetic
Security Counterparty, each Offsetting Transaction Counterparty and each of their affiliates may, whether
by reason of the types of relationships described herein or otherwise, on the date hereof or at any time
hereafter, be in possession of information in relation to any Reference Obligation, Reference Obligor or
any of such Reference Obligors sponsors or affiliates, that is or may be material in the context of the
related Synthetic Securities or Offsetting Transactions and the other transaction documents and that may
or may not be publicly available or known to the other parties to the transaction documents and which
information each Synthetic Security Counterparty, each Offsetting Transaction Counterparty or their
affiliates may be prohibited from using for the benefit of the Issuer. The Synthetic Securities, Offsetting
Transactions and the other transaction documents do not create any obligation on the part of the related
Synthetic Security Counterparty (or Offsetting Transaction Counterparty) and its affiliates to disclose to
any other such party any such information (whether or not confidential). In addition, with respect to the
deletion or addition of Reference Obligations in connection with any trading activity undertaken by the
Collateral Manager on behalf of the Issuer, the related Synthetic Security Counterparty (or Offsetting
Transaction Counterparty) is not obligated to agree to any such deletion or addition of a Reference
Obligation and may make its decision whether to agree to any such deletion or addition on the basis of its
own best interests and without regard to the interests of the Issuer or the Noteholders.

Money Launderinq Prevention. The Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the "USA PATRIOT AcV'), effective as of
October 26, 2001, requires that financial institutions, a term that includes banks, broker-dealers and
investment companies, establish and maintain compliance programs to guard against money laundering
activities. The USA PATRIOT Act requires the Secretary of the U.S. Treasury ("Treasury") to prescribe
regulations in connection with anti-money laundering policies of financial institutions. The Federal
Reserve Board, the Treasury and the SEC are currently studying what types of investment vehicles
should be required to adopt anti-money laundering procedures, and it is unclear at this time whether such
procedures will apply to pooled investment vehicles such as the Issuer. It is possible that there could be
promulgated legislation or regulations that would require the Issuer or the Initial Purchaser or other
service providers to the Issuer, in connection with the establishment of anti-money laundering
procedures, to share information with governmental authorities with respect to investors in the Notes and
Preference Shares. Such legislation and/or regulations could require the Issuer to implement additional
restrictions on the transfer of the Notes and Preference Shares or interests therein. The Issuer reserves
the right to request such information as is necessary to verify the identity of investors in the Notes and
Preference Shares and the source of the payment of subscription monies, or as is necessary to comply
with any customer identification programs required by Financial Crimes Enforcement Network and/or the
SEC. In the event of delay or failure by the applicant to produce any information required for verification
purposes, an application for or transfer of Notes, Preference Shares or interests therein and the
subscription monies relating thereto may be refused. In connection with the establishment of anti-money
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laundering procedures, the Issuer may implement additional restrictions on the transfer of Notes or
Preference Shares.

Purchase of Underlying Assets. The Issuer will acquire Underlying Assets from a warehouse
facility (the 'Warehouse Facility") provided by an affiliate of DBSI, which provides for the purchase of
Asset-Backed Securities at the direction of the Collateral Manager on behalf of the Issuer prior to the
Closing Date. In addition, a substantial portion of the Underlying Assets purchased by the Issuer are
securities from portfolios of Asset-Backed Securities held, directly or indirectly, by the Collateral Manager
or one or more Affiliates of, or investment funds managed by, the Collateral Manager.

Some of the Underlying Assets subject to the Warehouse Facility may have been originally
acquired by DBSI or one of its Affiliates In connection with its underwriting or placement thereof upon
issuance thereof or from the Collateral Manager or one of its Affiliates. The Warehouse Facility requires
the Issuer to purchase Asset-Backed Securities eligible for inclusion in the Collateral on the Closing Date
at a price equal to the price paid when DBSI or its Affiliate acquired such Asset-Backed Securities
pursuant to the Warehouse Facility, plus accrued interest thereon, and net of any hedging gains or
losses. As a result, the Issuer bears the risk of depreciation in the value of an Asset-Backed Security
purchased under the Warehouse Facility. The Issuer will purchase, and DBSI and its Affiliates under the
Warehouse Facility will sell, Asset-Backed Securities only to the extent that the Collateral Manager
determines that such purchases are consistent with the restrictions contained in the Indenture.

If any such seller were to become the subject of a case or proceeding under the United States
Bankruptcy Code or another applicable insolvency law, the trustee in bankruptcy could assert that Asset-
Backed Securities acquired from such seller are property of such seller's Insolvency estate. Property that
such seller has pledged or assigned, or in which such seller has granted a security interest, as collateral
security for the payment or performance of an obligation, would be property of such seller's estate.
Property that such seller has sold or absolutely assigned and transferred to another party, however, is not
property of such seller's estate. The Issuer does not expect that the purchase by the Issuer of Asset-
Backed Securities, under the circumstances contemplated by this Offering Circular, will be deemed to be
a pledge or collateral assignment (as opposed to the sale or other absolute transfer of such Asset-Backed
Securities to the Issuer).

Relation to Prior Investment Results. The prior investment results of the Collateral Manager and
the persons associated with the Collateral Manager or any other entity or person described herein are not
indicative of the Issuer's future investment results. The nature of, and risks associated with, the Issuer's
future investments may differ substantially from those investments and strategies undertaken historically
by such persons and entities. There can be no assurance that the Issuer's investments will perform as
well as the past investments of any such persons or entities.

Projections. Forecasts and Estimates. Any projections, forecasts and estimates contained herein
are forward looking statements and are based upon certain assumptions that the Collateral Manager
considers reasonable. Projections are necessarily speculative in nature, and it can be expected that
some or all of the assumptions underlying the projections will not materialize or will vary significantly from
actual results. Accordingly, the projections are only an estimate. Actual results may vary from the
projections, and the variations may be material.

Some important factors that could cause actual results to differ materially from those in any
forward looking statements include changes in interest rates, market, financial or legal uncertainties,.
differences in the actual allocation of the Underlying Assets among asset categories, mismatches
between the timing of accrual and receipt of Interest Proceeds and Principal Proceeds from the
Underlying Assets, defaults under Underlying Assets and the effectiveness of any Interest Rate Swap
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Agreement, among others. Consequently, the inclusion of projections herein should not be regarded as a
representation by the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser or
its affiliates or any other person or entity of the results that will actually be achieved by the Issuer. None
of the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser, its affiliates or any
other person has any obligation to update or otherwise revise any projections, including any revisions to
reflect changes in economic conditions or other circumstances arising after the date hereof or to reflect
the occurrence of unanticipated events, even if the underlying assumptions do not come to fruition.
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DESCRIPTION OF THE NOTES

The Notes will be issued pursuant to the Indenture. The following summary describes certain
provisions of the Notes and the Indenture. This summary does not purport to be complete and is subject
to, and qualified in its entirety by reference to, the provisions of the Indenture. Copies of the Indenture
may be obtained by prospective investors upon request to the Trustee at 1761 East St. Andrew Place,
Santa Ana, Califomia 92705, or to RSM Robson Rhodes LLP (the "Irish Paying Agent"), at RSM House,
Herbert Street, Dublin 2, Ireland.

Status and Security

The Notes will be limited-recourse debt obligations of the Issuers. The relative order of seniority
of payment of each Class of Notes is as follows: first, Class A-I a Notes, second, Class A-1 b Notes, third,
Class A-2 Notes, fourth, Class B Notes, fifth, Class C Notes, sixth, Class D Notes and seventh, Class E
Notes, with (a) each Class of Notes (other than the Class E Notes) in such list being "Senior" to each
other Class of Notes that follows such Class of Notes in such list and (b) each Class of Notes (other than
the Class A-la Notes) in such list being "Subordinate" to each other Class of Notes that precedes such
Class of Notes in such list. No payment of interest on any Class of Notes will be made until all accrued
and unpaid interest on the Notes of each Class that is Senior to such Class and that remains outstanding
has been paid in full in accordance with the Priority of Payments. Certain Principal Proceeds, to the
extent available, will be applied on each Distribution Date in accordance with the Priority of Payments to
pay principal of each Class of Notes.

Under the terms of the Indenture, the Issuer will grant to the Trustee for the benefit of the
Secured Parties a first priority security interest in the Collateral described herein to secure the Issuer's
obligations under the Indenture, the Notes, any Interest Rate Swap Agreement, the Synthetic Security
Agreement, the Investment Agreement and the Management Agreement.

Payments of principal of and interest on the Notes will be made solely from the proceeds of the
Collateral, in accordance with the priorities described under "-Priority of Payments" herein. If the
amounts received in respect of the Collateral (net of certain expenses) are insufficient to make payments
on the Notes, no other assets will be available for payment of the deficiency and, following liquidation of
all the Collateral, the obligations of the Issuers to pay any such deficiency will be extinguished.

Interest

The Class A-Ia Notes will bear interest at a floating rate per annum equal to LIBOR plus 0.21%.

The Class A-lb Notes will bear interest at a floating rate per annum equal to LIBOR plus 0.35%.

The Class A-2 Notes will bear interest at a floating rate per annum equal to LIBOR plus 0.47%.

The Class B Notes will bear interest at a floating rate per annum equal to LIBOR plus 0.68%.

The Class C Notes will bear interest at a floating rate per annum equal to LIBOR plus 2.25%.

The Class D Notes will bear interest at a floating rate per annum equal to LIBOR plus 4.75%.

The Class E Notes will bear interest at a floating rate per annum equal to LIBOR plus 6.25%.

Interest on the Notes will be computed on the basis of a 360-day year and the actual number of
days elapsed. Interest will accrue on the aggregate outstanding principal amount of each Class of Notes
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(determined as of the first day of each Interest Period and after giving effect to any redemption or other
payment of principal occurring on such day) from the Closing Date. Interest accruing for any Interest
Period will accrue for the period from and including the first day of such Interest Period to and including
the last day of such Interest Period.

Accrued and unpaid interest will be payable in U.S. Dollars quarterly in arrears on the 12th day of
each March, June, September and December commencing on June 12, 2007 (each such date, together
with the Accelerated Maturity Date, a "Distribution Date"); provided that (i) the final scheduled
Distribution Date shall be, with respect to each Class of Notes, the December 2045 Distribution Date, and
(ii) if any such date is not a Business Day, the relevant Distribution Date will be the next succeeding
Business Day.

In the event that any Distribution Date falls on a date that is not a Business Day, then payment
will be made on the next succeeding Business Day with the same force and effect as if made on the
nominal Distribution Date, and any interest accrued for the period from or after such nominal date to the
next succeeding Business Day shall not be payable on such Business Day but shall be payable on the
next following Distribution Date.

As long as the Class A Notes, the Class B Notes, the Class C Notes or the Class D Notes are
outstanding, if either Coverage Test applicable to such Class of Notes is not satisfied on any
Determination Date, then Interest Proceeds that would otherwise be used to make payments in respect of
interest on any Class of Notes Subordinate to such Class will be used instead to redeem, first, each Class
(if any) of Notes Senior to such Class of Notes (sequentially in direct order of seniority) and, second, such
Class of Notes, until each applicable Coverage Test is satisfied (or until each such Class of Notes is paid
in full). See "-Priority of Payments."

Any interest on the Class C Notes, the Class D Notes and the Class E Notes that is not paid to
such Class when due will be deferred (such interest being referred to herein as "Deferred Interest";
Deferred Interest in the case of the Class C Notes being referred to herein as "Class C Deferred
Interest", Deferred Interest in the case of the Class D Notes being referred to herein as "Class D
Deferred Interest" and Deferred Interest in the case of the Class E Notes being referred to herein as
"Class E Deferred Interest"); provided that no accrued interest on a Class of Notes shall become
Deferred Interest unless a more Senior Class of Notes is then outstanding. Interest will accrue on the
aggregate outstanding deferred amount at the rates of interest applicable to that Class of Notes. Upon
the payment of Deferred Interest, the aggregate outstanding deferred amount with respect to the related
Class of Notes will be reduced by the amount of such payment. So long as any more Senior Class of
Notes remains outstanding, failure to make payment in respect of interest on the Class C Notes, the
Class D Notes or the Class E Notes on any Distribution Date by reason of Priority of Payments will not
constitute an Event of Default under the Indenture.

Interest will cease to accrue on each Note or, in the case of a partial repayment, on such part,
from the date of repayment or Stated Maturity unless payment of principal is improperly withheld or unless
default is otherwise made with respect to such payments. To the extent lawful and enforceable, interest
on any Defaulted Interest on any Note will accrue at the interest rate applicable to such Note until paid.
"Defaulted Interest" means any interest due and payable in respect of any Class A Note or any Class B
Note or, if no Class A Notes or Class B Notes are outstanding, any Class C Note (other than Class C
Deferred Interest), if no Class C Notes are outstanding, any Class D Notes (other than Class D Deferred
Interest) or, if no Class D Notes are outstanding, any Class E Note (other than Class E Deferred Interest)
that is not punctually paid or duly provided for on the applicable Distribution Date or at Stated Maturity.
Defaulted Interest will not include Deferred Interest.
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"Interest Period" means (a) with respect to the June 2007 Distribution Date (the "First
Distribution Date') the period from, and including, the Closing Date to and excluding the First
Distribution Date, and (b) with respect to each Distribution Date thereafter, the period from, and including,
the immediately preceding Distribution Date and ending on, but excluding, such Distribution Date.

Calculation of LIBOR. With respect to each Interest Period, LIBOR for purposes of calculating
the interest rate for the Notes for such Interest Period will be determined by the Trustee, as calculation
agent (the "Calculation Agent") in accordance with the following provisions:

(a) LIBOR for any Interest Period shall equal the offered rate, as determined by the
Calculation Agent, for Dollar deposits of the Designated Maturity which appears on
Reuters Page "LIBOR01" (or such other page as may replace such Reuters Page
"LIBOR01"for the purpose of displaying comparable rates), as reported by Bloomberg
Financial Markets Commodities News, as of 11:00 a.m. (London time) on the applicable
LIBOR Determination Date. "LIBOR Determination Date" means, with respect to any
Interest Period, the second London Banking Day prior to the first day of such Interest
Period.

(b) If, on any LIBOR Determination Date, such rate does not appear on Reuters Page
"LIBOR01" (or such other page as may replace such Reuters Page "LIBOR01" for the
purpose of displaying comparable rates), as reported by Bloomberg Financial Markets
Commodities News, the Calculation Agent shall determine the arithmetic mean of the
offered quotations of the Reference Banks to prime banks in the London interbank
market for Dollar deposits of three months (except that in the case where such Interest
Period shall commence on a day that is not a LIBOR Business Day, for a term of three
months commencing on the next following LIBOR Business Day), by reference to
requests for quotations as of approximately 11:00 a.m. (London time) on such LIBOR
Determination Date made by the Calculation Agent to the Reference Banks. If, on any
LIBOR Determination Date, at least two of the Reference Banks provide such quotations,
LIBOR shall equal such arithmetic mean. If, on any LIBOR Determination Date, fewer
than two Reference Banks provide such quotations, LIBOR shall be deemed to be the
arithmetic mean of the offered quotations that leading banks in New York City selected by
the Calculation Agent are quoting on the relevant LIBOR Determination Date for Dollar
deposits for the term of such Interest Period (except that in the case where such Interest
Period shall commence on a day that is not a LIBOR Business Day, for a term of three
months commencing on the next following LIBOR Business Day), to the principal London
offices of leading banks in the London Interbank market.

(c) In respect of any Interest Period having a designated maturity other than three months,
LIBOR shall be determined through the use of straight-line interpolation by reference to
two rates calculated in accordance with clauses (a) and (b) above, one of which shall be
determined as if the maturity of the Dollar deposits referred to therein were the period of
time for which rates are available next shorter than the Interest Period and the other of
which shall be determined as if the maturity were the period of time for which rates are
available next longer than the Interest Period; provided that, if an Interest Period is less
than or equal to seven days, then LIBOR shall be determined by reference to a rate
calculated in accordance with clauses (a) and (b) above as if the maturity of the Dollar
deposits referred to therein were a period of time equal to seven days.

(d) If the Calculation Agent is required but is unable to determine a rate in accordance with
either procedure described in clauses (a) and (b) above, LIBOR with respect to such
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Interest Period shall be the arithmetic mean of the offered quotations of the Reference
Dealers as of 10:00 a.m. (New York time) on the first day of such Interest Period for
negotiable U.S. Dollar certificates of deposit of major U.S. money market banks having a
remaining maturity closest to the Designated Maturity.

(e) If the Calculation Agent is required but is unable to determine a rate in accordance with
any of the procedures described in clauses (a), (b) or (d) above, LIBOR with respect to
such Interest Period will be calculated on the last day of such Interest Period and shall be
the arithmetic mean of the Base Rate for each day during such Interest Period.

For purposes of clauses (a), (c), (d) and (e) above, all percentages resulting from such
calculations shall be rounded, if necessary, to the nearest one hundred-thousandth of a percentage point.
For the purposes of clause (b) above, all percentages resulting from such calculations shall be rounded, if
necessary, to the nearest one thirty-second of a percentage point.

As used in the calculation of LIBOR above and elsewhere in this Offering Circular:

"Base Rate" means a fluctuating rate of interest determined by the Calculation Agent as being
the rate of interest most recently announced by the Base Rate Reference Bank at its New York office as
its base rate, prime rate, reference rate or similar rate for Dollar loans. Changes in the Base Rate will
take effect simultaneously with each change in the underlying rate.

"Base Rate Reference Bank" means Deutsche Bank Trust Company Americas, or if such bank
ceases to exist or is not quoting a base rate, prime rate reference rate or similar rate for Dollar loans,
such other major money center commercial bank in New York City, as selected by the Calculation Agent
after consultation with the Collateral Manager.

"Designated Maturity" means, with respect to any Class of Notes for each Interest Period, three
months; provided that, with respect to the First Distribution Date, the Designated Maturity shall be 89
days.

"LIBOR Business Day" means a day on which commercial banks and foreign exchange markets
settle payments in Dollars in New York and London.

"London Banking Day" means a day on which commercial banks are open for business
(including dealings in foreign exchange and foreign currency deposits) in London.

"Reference Banks" means four major banks in the London interbank market, selected by the
Calculation Agent after consultation with the Collateral Manager.

"Reference Dealers" means three major dealers in the secondary market for U.S. Dollar
certificates of deposit, selected by the Calculation Agent after consultation with the Collateral Manager.

For so long as any Note remains outstanding, the Issuers will at all times maintain an agent
appointed to calculate LIBOR in respect of each Interest Period. As soon as possible after 11:00 a.m.
(London time) on each LIBOR Determination Date, but in no event later than 11:00 a.m. (London time) on
the Business Day immediately following each LIBOR Determination Date, the Calculation Agent will
calculate the interest rate for each Class of Notes for the related Interest Period and the amount of
interest for such Interest Period payable in respect of each U.S.$1,000 in principal amount of each Class
of Notes (in each case rounded to the nearest cent, with half a cent being rounded upward) on the related
Distribution Date and will communicate such rates and amounts and the related Distribution Date to the
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Issuers, the Trustee, each Paying Agent, Euroclear, Clearstream, DTC and (for so long as any Class of
Notes is listed on the Irish Stock Exchange) the Irish Stock Exchange.

. The Calculation Agent may be removed by the Issuers at any time. If the Calculation Agent is
unable or unwilling to act as such or is removed by the Issuers, the Issuers will promptly appoint as a
replacement Calculation Agent a leading bank that is engaged in transactions in Dollar deposits in the
international Eurodollar market and which does not control and is not controlled by or under common
control with either of the Issuers or any affiliate thereof. The Calculation Agent may not resign its duties
without a successor having been duly appointed. The determination of the interest rate for each Class of
Notes for each Interest Period by the Calculation Agent shall (in the absence of manifest error) be final
and binding upon all parties.

Principal

The Stated Maturity of each Class of Notes is the December 2045 Distribution Date. Each Class
of Notes will mature at the Stated Maturity unless redeemed or repaid prior to the Stated Maturity.
However, the Notes may be paid in full prior to their Stated Maturity. With respect to each Class of Notes,
the earlier of the Stated Maturity and the Distribution Date on which the aggregate principal amount of
such Class of Notes is paid in full, including a Redemption Date or an Accelerated Maturity Date, is
referred to herein as the "Final Maturity Date". See "Risk Factors-Average Life of the Notes and
Prepayment Considerations" and "Maturity and Prepayment Considerations." Any payment of principal
with respect to any Class of Notes (including any payment of principal made in connection with the Final
Maturity Date) will be made by the Trustee on a pro rata basis on each Distribution Date among the Notes
of such Class according to the respective unpaid principal amounts thereof outstanding immediately prior
to such payment.

Principal Proceeds will be applied on each Distribution Date in accordance with the Priority of
Payments to pay principal of each Class of Notes. No payment of principal of any Class of Notes will be
made until all principal of, and all accrued interest due and payable on, the Notes of each Class that is
Senior to such Class have been paid in full.

However:

(a) on each Distribution Date occurring on or before the last day of the Priority Distribution
Period, Interest Proceeds will be applied, in an amount available for such purpose, if any,
on the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to
the Class D Priority Redemption Amount for such Distribution Date as set forth in
Schedule F to this Offering Circular until 10.00% of the aggregate principal amount of the
Class D Notes as of the Closing Date is redeemed; and on any Distribution Date
occurring after March 2010, 15.00% of the Interest Proceeds that would otherwise be
paid to the Preference Share Paying Agent for distribution to the holders of the

'Preference Shares will be applied to pay principal of the Class D Notes until the Class D
Notes are paid in full;

(b) if no Optional Redemption, Auction Call Redemption, Clean-Up Call Redemption or Tax
Redemption has been successfully completed before the Accelerated Amortization Date,
on any Distribution Date occurring on or after the Accelerated Amortization Date, Interest
Proceeds that would otherwise be paid to the Preference Share Paying Agent for
distribution to the Preference Shareholders will be applied to pay, first, the principal of the
Class E Notes, second, the principal of the Class D Notes, third, the principal of the Class
C Notes, fourth, the principal of the Class B Notes, fifth, the principal of the Class A-2
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Notes, sixth, the principal of the Class A-lb Notes and seventh, the principal of the Class
A-la Notes, in each case until such Class has been paid in full; and

(c) if the Class E Diversion Test is not satisfied on a Determination Date, Interest Proceeds
will be applied on the immediately succeeding Distribution Date to pay principal of the
Class E Notes in sufficient amounts to satisfy the Class E Diversion Test. See
"Description of the Notes-Priority of Payments."

Payments

Payments in respect of principal of and interest on any Note will be made to the person in whose
name such Note is registered fifteen days prior to the applicable Distribution Date (the "Record Date").
Payments on each Note will be payable by wire transfer in immediately available funds to a Dollar-
denominated account maintained by the holder thereof in accordance with wire transfer instructions
received by any paying agent appointed under the Indenture (each, a "Paying Agent") on or before the
Record Date or, if no wire transfer instructions are received by a Paying Agent in respect of such Note, by
a Dollar-denominated check drawn on a bank in the United States mailed to the address of the holder of
such Note as it appears on the Note Register at the close of business on the Record Date for such
payment. Final payments in respect of principal of the Notes will be made against surrender of such
Notes at the office of the Paying Agent.

If any payment on the Notes is due on a day that is not a Business Day, then payment will be
made on the next succeeding Business Day with the same force and effect as if made on the date for
payment. "Business Day" means any day other than Saturday, Sunday or a day on which banking
institutions are authorized or obligated by law, regulation or executive order to close in New York City,
London or the city of the designated corporate trust office of the Trustee or, in the case of the final
payment of principal of a Note or distribution of Excess Principal Proceeds with respect to a Preference
Share, in the place of presentation of such Note or Preference Share. To the extent action is required of
the Issuer that has not been delegated to the Trustee, the Collateral Manager or any agent of the Issuer
located outside of the Cayman Islands, the Cayman Islands shall be considered in determining "Business
Day" for purposes of determining when such Issuer action is required. To the extent action is required of
the Irish Paying Agent, Ireland shall be considered in determining "Business Day" for purposes of
determining when such Irish Paying Agent action is required.

For so long as the Notes are listed on the Irish Stock Exchange and the rules of such exchange
shall so require, the Issuers will maintain a listing agent and a Paying Agent with an office in Ireland.

Except as otherwise required by applicable law, any money deposited with the Trustee or any
Paying Agent in trust for the payment of principal of or interest on any Note and remaining unclaimed for
two years after such principal or interest has become due and payable shall be paid to the Issuer upon
request by the Issuer therefor, and the holder of such Note shall thereafter, as an unsecured general
creditor, look to the Issuers for payment of such amounts and all liability of the Trustee or such Paying
Agent with respect to such trust money shall thereupon cease. The Trustee or the Paying Agent, before
being required to make any such release of payment may, but shall not be required to, adopt and employ,
at the expense of the Issuers, any reasonable means of notification of such release of payment, including
mailing notice of such release to holders whose Notes have been called but have not been surrendered
for redemption or whose right to or interest in monies due and payable but not claimed is determinable
from the records of any Paying Agent, at the last address of record of each such holder.
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Priority of Payments

With respect to any Distribution Date, collections received on the Collateral during each Due
Period will be divided into interest Proceeds and Principal Proceeds and applied in the priority set forth
below under "-Interest Proceeds" and "-Principal Proceeds," respectively (collectively, the "Priority of
Payments"). "Due Period" means, with respect to any Distribution Date, the period commencing
immediately following the fifth Business Day prior to the preceding Distribution Date (or on the Closing
Date, in the case of the Due Period relating to the First Distribution Date) and ending on the fifth Business
Day prior to such Distribution Date (or, in the case of the Due Period that is applicable to the Distribution
Date relating to the Stated Maturity of the Notes, such Due Period shall end on the day preceding the
Stated Maturity).

Interest Proceeds. On each Distribution Date, Interest Proceeds with respect to the related Due
Period will be distributed in the order of priority set forth below.

(1) to the payment of taxes, government fees and registered office fees owed by the Issuers,
if any-

(2) up to a maximum amount on any Distribution Date equal to the Fee Cap Amount plus an
amount up to U.S.$ 250,000 per annum, (a) first, in the following order of priority, to the
payment to the Trustee, the Preference Share Paying Agent, the Collateral Administrator
and the Administrator of accrued and unpaid fees owing to them under the Indenture; (b)
second, to the payment of other accrued and unpaid administrative expenses (including
indemnities) incurred by or on behalf of the Issuers (including any administrative
expenses payable to the Collateral Manager, but excluding the Management Fee and the
Auction Agent Fee, if applicable), provided that administrative expenses payable to
Deutsche Bank Trust Company Americas (in all of its capacities) shall be paid prior to
administrative expenses payable to any other party under this clause (2), administrative
expenses payable to the Administrator shall be paid prior to administrative expenses
payable to any party other than Deutsche Bank Trust Company Americas under this
clause (2), and that administrative expenses payable to parties other than the Trustee
and Administrator shall be paid pro rata; and (c) third, prior to the date on which amounts
on deposit in the Expense Account are transferred to the Payment Account (in
connection with the sale or disposition of substantially all of the Issuers .assets) for
application as Interest Proceeds, for deposit in the Expense Account an amount equal to
the lesser of (x) an amount sufficient to cause the balance of all Eligible Investments and
cash in the Expense Account, immediately after such deposit, to equal U.S.$ 250,000,
and (y) the amount by which the Fee Cap Amount exceeds the sums paid under clauses
(a) and (b);

(3) to the payment, pro rata, of any amount scheduled to be paid (i) to the relevant Interest
Rate Swap Counterparty pursuant to any Interest Rate Swap Agreement, together with
any termination payments (and any accrued interest thereon) payable by the Issuer
pursuant to any such Interest Rate Swap Agreement other than amounts payable by
reason of an event of default or termination event as to which an Interest Rate Swap
Counterparty under an Interest Rate Swap Agreement is the "defaulting party" or sole
"affected party", (ii) to the relevant Synthetic Security Counterparty pursuant to any
Synthetic Security or Offset Transaction, together with any termination payments (and
any accrued interest thereon) payable by the Issuer pursuant to any such Synthetic
Security or Offset Transaction other than amounts payable by reason of an event of
default or termination event as to which the Synthetic Security Counterparty under the
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Synthetic Security or Offset Transaction is the "defaulting party" or sole "affected party"
and (iii) to the Offsetting Transaction Counterparty pursuant to any Offsetting
Transactions together with termination payments (and any accrued interest thereon)
payable by the Issuer pursuant to any such Offsetting Transaction other than amounts
payable by reason of an event of default or termination event as to which an Offsetting
Transaction Counterparty is the "defaulting party" or the sole "affected party"

(4) to the payment to the Collateral Manager of the accrued and unpaid Management Fee;

(5) first to the payment of accrued and unpaid interest on the Class A-i a Notes (including
Defaulted Interest and any interest thereon), second to the payment of accrued and
unpaid interest on the Class A-lb Notes (including Defaulted Interest and any interest
thereon) and third, to the payment of accrued and unpaid interest on the Class A-2 Notes
(including Defaulted Interest and any interest thereon);

(6) to the payment of accrued and unpaid interest on the Class B Notes (including Defaulted
Interest and any interest thereon);

(7) if either Class A/B Coverage Test is not satisfied on the related Determination Date and if
any Class A Note or Class B Note remains outstanding, to the payment of principal of,
first, the Class A-la Notes, second, the Class A-lb Notes, third, the Class A-2 Notes and
fourth, the Class B Notes, in each case, to the extent necessary to cause each Class A/B
Coverage Test to be satisfied or until such Class of Notes is redeemed in full;

(8) to the payment of accrued and unpaid interest on the Class C Notes (including Defaulted
Interest and any interest thereon and interest on Class C Deferred Interest, if any, but
excluding any Class C Deferred Interest);

(9) if either Class C Coverage Test is not satisfied on the related Determination Date and if
any Class A Note, Class B Note or Class C Note remains outstanding, to the payment of
principal of, first, the Class A-la Notes, second, the Class A-1b Notes, third, the Class A-
2 Notes, fourth, the Class B Notes and fifth, the Class C Notes, in each case, to the
extent necessary to cause each of the Class C Coverage Tests to be satisfied or until
such Class of Notes is redeemed in full;

(10) to the payment of Class C Deferred Interest, if any;

(11) to the payment of accrued and unpaid interest on the Class D Notes (including Defaulted
Interest and any interest thereon and interest on Class D Deferred Interest, if any, but
excluding any Class D Deferred Interest);

(12) if either Class D Coverage Test is not satisfied on the related Determination Date and if
any Class A Note, Class B Note, Class C Note or Class D Note remains outstanding, to
the payment of principal of, first, the Class A-la Notes, second, the Class A-lb Notes,
third, the Class A-2 Notes, fourth, the Class B Notes, fifth, the Class C Notes and sixth,
the Class D Notes, in each case, to the extent necessary to cause each of the Class D
Coverage Tests to be satisfied or until such Class of Notes is redeemed in full;

(13) to the payment of Class D Deferred Interest, if any;
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(14) to the payment of accrued and unpaid interest on the Class E Notes (including Defaulted
Interest and interest thereon and interest on Class E Deferred Interest, if any, but
excluding any Class E Deferred Interest);

(15) to the payment of Class E Deferred Interest, if any-

(16) if the Class E Diversion Test is not satisfied on the related Determination Date and if any
Class A Note, Class B Note, Class C Note, Class D Note or Class E Note remains
outstanding, to the payment of principal of the Class E Notes, in each case, to the extent
necessary to cause the Class E Diversion Test to be satisfied or until such Class of Notes
is redeemed in full;

(17) (i) on any Distribution Date occurring on or before the last day of the Priority Distribution
Period, to the payment of principal of the Class D Notes in an amount up to the Class D
Priority Redemption Amount for such Distribution Date as set forth in Schedule F to this
Offering Circular until 10.00% of the aggregate principal amount of the Class D Notes as
of the Closing Date is redeemed; and (ii) on any Distribution Date occurring after the
March 2010 Distribution Date to the payment of principal of the Class D Notes until the
Class D Notes are paid in full in an amount equal to 15.00% of the Interest Proceeds that
would otherwise be paid on such Distribution Date under clause (21) below but for the
application of this clause (17);

(18) to the payment, pro rata, of any termination payments (and any accrued interest thereon)
payable by the Issuer pursuant to any Interest Rate Swap Agreement, the Synthetic
Securities, the Offset Transactions or the Offsetting Transactions by reason of an event
of default or termination event as to which the Interest Rate Swap Counterparty under
such Interest Rate Swap Agreement or the Synthetic Security Counterparty under the
Synthetic Securities or the Offset Transactions or the Offsetting Transaction Counterparty
under the Offsetting Transactions is the "defaulting party" or the sole "affected party";

(19) to the payment of all other accrued and unpaid administrative expenses of the Issuers
(including any accrued and unpaid fees and expenses owing to the Trustee, the Note
Registrar, the Preference Share Paying Agent, the Collateral Manager (other than the
Management Fee), the Auction Agent, the Share Registrar and the Administrator under
the Indenture, the Management Agreement, the Preference Share Paying Agency
Agreement and the Administration Agreement) not paid in full pursuant to and in the
order stated in clause (2) above (whether as the result of the limitations on amounts set
forth therein or otherwise);

(20) if no Optional Redemption, Auction Call Redemption, Clean-Up Call Redemption or Tax
Redemption has been successfully completed before the Accelerated Amortization Date,
on any Distribution Date occurring on or after the Accelerated Amortization Date, first, to
the payment of principal of the Class E Notes until the Class E Notes have been paid in
full, second to the payment of principal of the Class D Notes until the Class D Notes have
been paid in full, third, to the payment of principal of the Class C Notes until the Class C
Notes have been paid in full, fourth, to the payment of principal of the Class B Notes until
the Class B Notes have been paid in full, ifth, to the payment of principal of the Class A-2
Notes until the Class A-2 Notes have been paid in full, sixth, to the payment of principal
of the Class A-1b Notes until the Class A-1b Notes have been paid in full and seventh, to
the payment of principal of the Class A-la Notes until the Class A-la Notes have been
paid in full; and
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(21) the remainder ("Excess Interest"), to be released from the lien of the Indenture and paid
(upon standing order of the Issuer) to the Preference Share Paying Agent for deposit into
the Preference Share Payment Account for payment to the holders of the Preference
Shares as a distribution by way of dividend thereon.

Principal Proceeds. On each Distribution Date, Principal Proceeds with respect to the related
Due Period will be distributed in the order of priority set forth below.

(1) to the payment of the amounts referred to in clauses (1) through (6) under "-interest
Proceeds" in the same order of priority specified therein, but only to the extent not paid in
full thereunder;

(2) so long as each of the Overcollateralization Tests is in compliance (after application of
payments under all clauses under "- Interest Proceeds" and clause (1) above) and
remains in compliance (after giving effect to the payments in this clause (2)), to the
payment of accrued and unpaid interest on the Class C Notes, but only to the extent not
paid in full in clause (8) under "-Interest Proceeds";

(3) so long as each of the Overcollateralization Tests is in compliance (after application of
payments under all clauses under "- Interest Proceeds" and clauses (1) and (2) above)
and remains in compliance (after giving effect to the payments in this clause (3)), to the
payment of accrued and unpaid interest on the Class D Notes, but only to the extent not
paid in full in clause (11) under "- Interest Proceeds";

(4) during the Reinvestment Period, Principal Proceeds from the Disposition of, or principal
payments on, Underlying Assets that are Investment Grade may at the Collateral
Manager's sole discretion (exercised on behalf of the Issuer) be deposited into (x) the
Collection Account for investment on a later date in additional Underlying Assets that are
Investment Grade, or (y) the Synthetic Collateral Account to be invested in Eligible
Investments, in each case, in accordance with the Eligibility Criteria and the Collateral
Quality Tests as more fully described herein and only if all Coverage Tests are satisfied
and will be satisfied following such investment and the level of each Coverage Test will
be at least equal to its level prior to such investment;

(5) first, to the payment of principal of the Class A-ia Notes until the Class A-la Notes have
been paid in full and second, to the payment of principal of the Class A-1 b Notes until the
Class A-1 b Notes have been paid in full;

(6) to the payment of principal of the Class A-2 Notes until the Class A-2 Notes have been
paid in full;

(7) to the payment of principal of the Class B Notes, until the Class B Notes have been paid
in full;

(8) to the payment of amounts referred to in clause (8) and then clause (10) under "-

Interest Proceeds," but only to the extent not paid in full thereunder or under clause (2)
above;

(9) to the payment of principal of the Class C Notes until the Class C Notes have been paid
in full;
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(10) to the payment of amounts referred to in clauses (11) and (13) under "-Interest
Proceeds," but only to the extent not paid in full thereunder or under clause (3) above;

(11) to the payment of principal of the Class D Notes until the Class D Notes have been paid
in full;

(12) to the payment of amounts referred to in clauses (14) and (15) under "-Interest
Proceeds," but only to the extent not paid in full thereunder,

(13) to the payment of principal of the Class E Notes until the Class E Notes have been paid
in full;

(14) to the payment of amounts referred to in clauses (18) and (19) under "-Interest
Proceeds" in the same order of priority, but only to the extent not paid in full thereunder;
and

(15) with respect to the remainder ("Excess Principal Proceeds"), to be released from the
lien of the Indenture and paid (upon standing order of the Issuer) to the Preference Share
Paying Agent for deposit into the Preference Share Payment Account for payment to the
Preference Shareholders as a dividend on the Preference Shares or (on any date upon
which the Preference Shares are redeemed) as payment by way of redemption of the
Preference Shares as provided in the Issuer Charter.

Notwithstanding any of the foregoing provisions, on the Final Maturity Date, the Interest
Proceeds, the Principal Proceeds and any funds in the Expense Account will be distributed in the
following order of priority- (i) to make payments of the amounts referred to in clauses (1) through (4)
under "-Interest Proceeds" in the same order of priority specified therein; (ii) to make payments on the
Notes in the following order: first, to the payment of the accrued and unpaid interest (including any
Defaulted Interest and any interest thereon) on the Class A-i a Notes, then to the payment of the accrued
and unpaid interest (including any Defaulted Interest and any interest thereon) on the Class A-lb Notes
and then to the payment of the accrued and unpaid interest (including any Defaulted Interest and any
interest thereon) on the Class A-2 Notes, second, to the payment of the aggregate principal amount of the
Class A-la Notes, then to the payment of the aggregate principal amount of the Class A-1b Notes and
then to the payment of the aggregate principal amount of the Class A-2 Notes, third, to the payment of the
accrued and unpaid interest (including Defaulted Interest and any interest thereon) on the Class B Notes
and then to the payment of the aggregate principal amount of the Class B Notes, fourth, to the payment of
the accrued and unpaid interest (including any Class C Deferred Interest and any interest thereon, and
any Defaulted Interest and any interest thereon) on the Class C Notes and then to the payment of the
aggregate principal amount of the Class C Notes, fifth, to the payment of the accrued and unpaid interest
(including any Class D Deferred Interest and any interest thereon, and any Defaulted Interest and any
interest thereon) on the Class D Notes and then to the payment of the aggregate principal amount of the
Class D Notes, and sixth, to the payment of the accrued and unpaid interest (including any Class E
Deferred Interest and any interest thereon, and any Defaulted Interest and any interest thereon) on the
Class E Notes and then to the payment of the aggregate principal amount of the Class E Notes, until
each class is paid in full; (iii) to make payments of the amounts referred to in clauses (18) and (19) under
"-Interest Proceeds" in the same order of priority specified therein and (iv) the remainder to make
dividend or redemption payments, as applicable, to the Preference Shareholders.

In the event that Excess Interest or Excess Principal Proceeds cannot be distributed to the
Preference Shareholders due to restrictions on such distributions under the laws of the Cayman Islands,
the Issuer will notify the Preference Share Paying Agent and all such amounts will be held in the
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Preference Share Payment Account until the First Distribution Date or (in the case of any payment
otherwise due on a redemption date of the Preference Shares) the first Business Day on which the Issuer
notifies the Preference Share Paying Agent that such distribution can be made to the Preference
Shareholders (subject to the availability of such amounts under Cayman Islands law to pay any liability of
the Issuer not limited in recourse to the Collateral).

Except as otherwise expressly provided in the Priority of Payments, if, on any Distribution Date,
the amount available in the Payment Account from amounts received in the related Due Period is
insufficient to make the full amount of the disbursements required by any paragraph in this section to
different Persons, the Trustee will make the disbursements called for by such paragraph ratably in
accordance with the respective amounts of such disbursements then due and payable to the extent funds
are available therefor.

On or prior to the latest Stated Maturity of the Notes, a redemption of the Preference Shares, a
Mandatory Redemption, a Tax Redemption, a Clean-Up Call Redemption or an Auction Call Redemption,
the Issuer (or the Collateral Manager acting pursuant to the Management Agreeinent on behalf of the
Issuer) will Dispose of all of the Underlying Assets and all Eligible Investments and sell or liquidate all
other Collateral; and, after the payment (in the order of priorities set forth above) of all (a) fees, (b)
expenses (including any amount owing by the Issuer under any Interest Rate Swap Agreement), (c)
interest (including any Defaulted Interest and interest on Defaulted Interest and any Deferred Interest and
interest on Deferred Interest) on and principal of the Notes and (d) Excess Interest in respect of the
Preference Shares, all remaining proceeds from such sales and liquidations and all available cash will be
paid to the Preference Share Paying Agent for deposit into the Preference Share Payment Account for
(subject to the restrictions on distributions under the laws of the Cayman Islands) payment to the
Preference Shareholders as a distribution by way of redemption, whereupon all of the Notes and
Preference Shares will be cancelled. The Issuer will be entitled to retain for its own account the 250
shares of common stock it holds in the Co-Issuer, the US$250 representing its share capital and
U.S.$250 representing a profit fee to the Issuer, together with any interest accrued thereon.

"Accelerated Amortization Date" means, if no Optional Redemption, Auction Call Redemption,
Clean-Up Call Redemption or Tax Redemption has been successfully completed before the June 2015
Distribution Date, such date.

"Aggregate PrincipallNotional Balance" means, (i) when used with respect to one or more
Underlying Assets, the sum of the Principal/Notional Balances of such Underlying Assets on the date of
determination, and (ii) with respect to Eligible Investments, the aggregate Balance of such Eligible
Investments.

"Applicable Recovery Rate" means, with respect to any Underlying Asset (which shall mean
with respect to a Synthetic Security, the related Reference Obligation) on any Measurement Date, an
amount equal to the lower of (a) the percentage for such Underlying Asset set forth In the Moody's
Recovery Rate Matrix attached as Schedule E hereto in (i) the applicable table therein, (ii) the row in
such table opposite the applicable percentage of the underlying capital structure and (iii) the column in
such table below the Moody's Rating of such Underlying Asset as of the date of issuance of such
Underlying Asset, or (b) the percentage for such Underlying Asset set forth in the Standard & Poor's
Recovery Matrix attached as Schedule D hereto in (i) the applicable table, (ii) the row in such table
opposite the Standard & Poor's Rating of such Underlying Asset as of the date of issuance of such
Underlying Asset and (iii)(x) for purposes of determining the Standard & Poor's Recovery Rate, the
column in such table below the current rating of the respective Class of Notes or (y) for purposes of
determining the Calculation Amount, the column in such table below the current rating of the most senior
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Class of Notes outstanding; provided however, that the Applicable Recovery Rate with respect to ABX
Tranche Securities shall be as assigned by the Rating Agencies.

"Bankruptcy Event" means with respect to any entity- (a) an involuntary proceeding shall be
commenced or an involuntary petition shall be filed seeking (i) winding up, liquidation, reorganization or
other relief in respect of such entity or its debts, or of a substantial part of its assets, under any
bankruptcy, insolvency, receivership or similar law now or hereafter in effect or (ii) the appointment of a
receiver, trustee, custodian, sequestrator, conservator or similar official for such entity or for a substantial
part of its assets, and, in any such case, such proceeding or petition shall continue undismissed for 60
days; or an order or decree approving orordering any of the foregoing shall be entered; or (b) such entity
shall (i) voluntarily commence any proceeding or file any petition seeking winding up, liquidation,
reorganization or other relief under any bankruptcy, insolvency, receivership or similar law now or
hereafter in effect, (ii) consent to the institution of, or fail to contest in a timely and appropriate manner,

any proceeding or petition described in clause (a) of this definition, (iii) apply for or consent to the

appointment of a receiver, trustee, custodian, sequestrator, conservator or similar official for such entity or
for a substantial part of its assets, (iv) file an answer admitting the material allegations of a petition filed
against it in any such proceeding, or (v) make a general assignment for the benefit of creditors or (vi) take

any action for the purpose of effecting any of the foregoing.

"Calculation Amount" means, with respect to any Defaulted Asset, at any time, the lesser of (i)
the fair market value of such Defaulted Asset as determined by the Collateral Manager and (ii) the
amount obtained by multiplying the Applicable Recovery Rate by the Principal/Notional Balance of such
Defaulted Asset; provided, however, that (i) with respect to a Deferred Interest PlK Bond, the related
Principal/Notional Balance of such bond shall not include the aggregate amount of any unpaid and
deferred interest thereon and (ii) with respect to any Defaulted Asset that has been a Defaulted Asset for
three or more years, the Calculation Amount shall be zero.

"Cap I Corridor Security" means any Floating Rate Security with respect to which either (i) the
interest rate applicable in respect of such security is limited to a specified capped level or (ii) the interest
rate applicable in respect of such security is limited to a level within specified maximum and minimum
levels.

"Convertible Bond" means a bond, debenture or other fixed income security which may be

exchanged by the owner for common stock or another security, usually of the same company, in
accordance with the terms of the issue.

"Defaulted Asset" means any Underlying Asset (which shall mean with respect to a Synthetic

Security, the related Reference Obligation) or any other security included In the Collateral:

(a) as to which (i) the issuer thereof has failed to make a scheduled payment of principal or
interest without giving effect to any grace period or waiver; provided that a payment
default of up to three (3) Business Days with respect to which the Collateral Manager
certifies in writing to the Trustee, in its reasonable judgment, is due to non-credit and
non-fraud related reasons shall not cause an Underlying Asset to be classified as a
Defaulted Asset or (ii) pursuant to its Underlying Instruments, there has occurred any
default or event of default which entitles the holders thereof, with notice or passage of
time or both, to accelerate the maturity (whether by mandatory prepayment, mandatory
redemption or otherwise) of all or a portion of the outstanding principal amount of such

security, unless (A) in the case of a default or event of default consisting of a failure of the
obligor on such security to make required interest payments, such security has resumed
current payments of interest in cash (provided that no restructuring has been effected) or

61

Confidential Treatment Requested GEM7-00000508

Footnote Exhibits  - Page 1119



(B) in the case of any other default or event of default, such default or event of default is
no longer continuing;

(b) that ranks pari passu with or subordinate to any other material indebtedness for borrowed
money owed by the issuer of such Underlying Asset (for purposes hereof, "Other
Indebtedness") if such issuer had defaulted in the payment of principal or interest with
respect to such Other Indebtedness; provided that a payment default of up to three (3)
Business Days with respect to which the Collateral Manager certifies in writing to the
Trustee, in its reasonable judgment, is due to non-credit and non-fraud related reasons
shall not cause an Underlying Asset to be classified as a Defaulted Asset; provided,
further, that in the case of a default or event of default consisting of a failure of the obligor
on such security to make required interest payments, such Other Indebtedness has
resumed current payments of interest (including all accrued interest) in cash (whether or
not any waiver or restructuring has been effected), provided that a security shall be
considered a Defaulted Asset pursuant to this clause (b) only if either (i) such default or
event of default results in the assignment of a rating of "CC" or lower or "D" or "SD" by
Standard & Poor's or "Ca" or "C" by Moody's, or (ii) the Collateral Manager, based upon
due inquiry in accordance with the practices and procedures followed by investment
managers of recognized standing, has obtained knowledge of such default or event of
default and any characterization by the Collateral Manager of such security other than as
a "Defaulted Asset" fails to satisfy the Rating Condition;

(c) as to which a Bankruptcy Event has occurred and is continuing with respect to an entity
that is: (i) with respect to securities issued by an issuer directly, the special purpose entity
that is the issuer of such securities, or (ii) with respect to securities issued by trusts to
which an entity deposits assets, either (A) the special purpose entity that is the depositor
to the trust that issues such securities, or (B) the trust that issues such securities;

(d) that is rated (i) "CC" or lower or "D" or "SD" by Standard & Poor's or a rating withdrawn
by Standard & Poor's, or (ii) "Ca" or "C' by Moody's;

(e) that is a Deferred Interest PIK Bond; or

(f) which is a Synthetic Security with respect to which the relevant Synthetic Security
Counterparty has defaulted in the performance of its payment obligations under such
Synthetic Security.

"Deferred Interest PIK Bond" means a PIK Bond with respect to which payment of interest
either in whole or in part has been deferred in an amount equal to (a) if such PIK Bond has a Moody's
Rating of at least "Baa3", the amount of interest payable in respect of the lesser of (x) two payment
periods and (y) a period of one year; or (b) if such PIK Bond has a Moody's Rating of below "Baa3", the
amount of interest payable in respect of the lesser of (x) one payment period and (y) a period of six
months, but only until such time as payment of interest on such PIK Bond has resumed and all capitalized
and deferred interest has been paid in accordance with the terms of the relevant Underlying Instruments.

"Determination Date" means the last day of a Due Period.

"Discount Underlying Asset" means (provided that with respect to any Synthetic Security, the
"acquisition price" shall be deemed to be the market value of such Reference Obligation determined in
accordance with Moody's methodology, as certified by the Collateral Manager):
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(I) any Underlying Asset (other than a Defaulted Asset) that is a Floating Rate Security and
has a Moody's Rating of "Aa3" or higher acquired by the Issuer after the Closing Date for an acquisition

price of less than 92% of the Principal/Notional Balance of such Underlying Asset, unless the market

value for such Underlying Asset equals or exceeds 95% of the Principal/Notional Balance of such

Underlying Asset (as certified by the Collateral Manager to the Trustee) for 60 consecutive days,

(ii) any Underlying Asset (other than a Defaulted Asset) that is a Fixed Rate Security and

has a Moody's Rating of "Aa3" or higher acquired by the Issuer after the Closing Date for an acquisition

price of less than 85% of the Principal/Notional Balance of such Underlying Asset, unless the market
value for such Underlying Asset equals or exceeds 90% of the Principal/Notional Balance of such

Underlying Asset (as certified by the Collateral Manager to the Trustee) for 60 consecutive days and

(iii) any Underlying Asset (other than a Defaulted Asset) that has a Moody's Rating below

"Aa3" acquired by the Issuer after the Closing Date for an acquisition price of less than 75% of the

Principal/Notional Balance of such Underlying Asset; provided that such Underlying Asset shall cease to

be a Discount Underlying Asset at such time as the market value of such Underlying Asset equals or

exceeds 85% of the Principal/Notional Balance of such Underlying Asset (as certified by the Collateral

Manager to the Trustee) for 60 consecutive days;

provided that no Underlying Asset purchased prior to the Closing Date shall be deemed to be a

Discount Underlying Asset.

"Eligible Country" means a Group I Country or a Group II Country, Austria, Denmark or a

country that is an Eligible SPV Jurisdiction, provided that, at the time of such acquisition of any Asset,
such country has a foreign currency credit rating of at least "AA" by Standard & Poor's and "Aa2" from

Moody's.

"Eligible SPV Jurisdiction" means the Bahamas, the British Virgin Islands, the Cayman Islands,
Bermuda, Luxembourg, the Netherlands Antilles, the Channel Islands, Jersey, Guernsey or (subject to

satisfaction of the Rating Agency Condition) any similar jurisdiction, provided that the related obligor or

issuer is a special purpose entity.

"Excepted Property" means (a) the Preference Share Payment Account and all of the funds and

other property from time to time deposited in or credited to the Preference Share Payment Account and

the proceeds thereof, (b) the 250 shares of common stock of the Co-Issuer, par value U.S.$1.00 per
share, owned by the Issuer, (c) U.S.$250 representing the paid share capital on the ordinary shares of

the Issuer, and (d) U.S.$250 representing a profit fee to the Issuer, together with any interest accruing

thereon, and the trust account in which such monies are held.

"Fee Cap Amount" means, on any Distribution Date, 0.02% of the Quarterly Asset Amount per
annum subject to an annual minimum of $60,000.

"Floating Rate Security" means (I) any Asset-Backed Security that is expressly stated to bear

interest based upon a floating rate index and (ii) any Synthetic Security or Offset Transaction so

designated by the Collateral Manager at the time of purchase.

"FICO Score" means the credit score developed by Fair Isaac & Co and provided by Experian (a

subsidiary of GUS plc), Trans Union LLC or Equifax Inc.

"Fixed Rate Security" means any Asset-Backed Security other than a Floating Rate Security.

"Group I Countries" means Australia, Canada, the Netherlands and the United Kingdom.
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"Group II Countries" means Germany, Ireland, New Zealand, Sweden and Switzerland.

"Interest Only Security" means an Asset-Backed Security that does not provide for the
repayment of a stated principal amount in one or more installments on or prior to the date three Business
Days prior to the Stated Maturity of the Notes.

"Interest Proceeds" means, with respect to any Due Period:

(1) the sum (without duplication) of

(a) all payments of interest and other income on the Underlying Assets (other than
Defaulted Securities) received in cash during such Due Period;

(b) all payments of interest (including any amount representing the accreted portion
of a discount from the face amount of an Eligible Investment) on Eligible
Investments in the Collection Accounts received in cash by the Issuer during
such Due Period and all payments of principal, including repayments, on Eligible
Investments purchased with amounts from the Interest Collection Account
received by the Issuer during such Due Period;

(c) all amendment and waiver fees, all late payment fees, and all other fees and
commissions received in cash by the Issuer during such Due Period in
connection with such Underlying Assets and Eligible Investments (other than
fees and commissions received in respect of Defaulted Securities and Written
Down Securities and yield maintenance payments included in Principal Proceeds
pursuant to clause (c) and clause (j) of the definition thereof);

(d) all payments of interest received in respect of a Defaulted Asset in excess of an
amount equal to the Principal/Notional Balance of such security at the time it
became a Defaulted Asset;

(e) all accrued interest received in cash by the Issuer in connection with the sale or
liquidation of any Underlying Asset other than accrued interest purchased with
Principal Proceeds;

(f) all payments received pursuant to any Interest Rate Swap Agreement (excluding
any payments received by the Issuer by reason of an event of default or
termination event) less any deferred premium payments, if any, payable by the
Issuer under such Interest Rate Swap Agreement with respect to such Due
Period;

(g) any amounts received from each Synthetic Security Counterparty relating to each
Synthetic Security with respect to such Due Period (including any Fixed Amounts
and Interest Shortfall Reimbursement Payment Amounts (as defined in
Schedule G in the case of Reference Obligations that are RMBS Securities,
Schedule H in the case of- Reference Obligations that are ABX Tranche
Securities, Schedule I in the case of Reference Obligations that are CMBS
Securities or Schedule J in the case of Reference Obligations that are CDO
Securities) but excluding, for the avoidance of doubt, any premium relating to the
following Due Period), other than Writedown Reimbursement Payment Amounts,
Principal Shortfall Reimbursement Payment Amounts (each as defined in
Schedule G in the case of Reference Obligations that are RMBS Securities,
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Schedule H in the case of Reference Obligations that are ABX Tranche
Securities, Schedule I in the case of Reference Obligations that are CMBS
Securities or Schedule J in the case of Reference Obligations that are CDO
Securities), any upfront payment or any termination payment received with
respect to early termination of a Synthetic Security (including proceeds from
liquidation of any collateral posted by the Synthetic Security Counterparty to
secure its obligations under the Synthetic Securities);

(h) all earnings on Eligible Investments on deposit in the Synthetic Security
Collateral Account that are transferred to the Interest Collection Account as
described below under "Security for the Notes-The Accounts-Synthetic
Security Collateral Account";

(i) all Earnings (as defined in the related Investment Agreement) received by the
Issuer and payable under the Investment Agreement on or before the related
Distribution Date; and

(j) all amounts on deposit in the Expense Account that are transferred to the
Payment Account for application as Interest Proceeds as described below under
"Security for the Notes-The Accounts-Expense Account"; pmvided that
Interest Proceeds shall in no event include (i) any payment or proceeds
specifically defined as "Principal Proceeds" in the definition thereof or (ii) the
Excepted Property;

minus

(2) any Interest Shortfall Amounts paid by the Issuer to each Synthetic Security
Counterparty.

"Inverse Floating Security" means any Floating Rate Security whose interest rate is inversely or
otherwise not proportionately related to an interest rate index.

"Issue" means an Underlying Asset or Synthetic Security consisting of or referencing a single
Asset-Backed Security, identified by its (i) series and class, and (ii) CUSIP number or other identifying
number. For the avoidance of doubt, Underlying Assets or Synthetic Securities consisting of or
referencing two Asset-Backed Securities issued by the same issuer and issued in the same series, but in
separate classes or tranches, shall be deemed to be separate Issues.

"Majority-in-Interest of Preference Shareholders" means, at any time, Preference
Shareholders whose aggregate Voting Percentages at such time exceed 50% of all Preference
Shareholders' Voting Percentages at such time.

"Margin Stock" means "Margin stock" as defined under Regulations T, U and X issued by the
Board of Governors of the Federal Reserve System.

"Measurement Date" means any of the following: (a) any date after the Closing Date on which an
Underlying Asset becomes a Defaulted Asset, (b) each Determination Date, (c) the last Business Day of
any calendar month (other than the month prior to which there is a Determination Date), and (d) with
reasonable notice to the Issuer and the Trustee,. any other Business Day that any Rating Agency
requests be a "Measurement Date"; provided that, if any such date would otherwise fall on a day that is
not a Business Day, the relevant Measurement Date will be the next succeeding day that is a Business
Day.
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"Negative Amortization Security" means an Asset-Backed Security whose underlying portfolio
consists of at least 25% of mortgages with a negative amortization feature.

"Net Outstanding Underlying Asset Balance" means, as of any Measurement Date, an amount
equal to (a) the sum of (i) the Aggregate Principal/Notional Balance on such Measurement Date of all
Underlying Assets, (ii) the Aggregate PrincipalvNotional Balance of all Principal Proceeds and Uninvested
Proceeds held as cash, all Disposition Proceeds on deposit in the Disposition Proceeds Account and

Eligible Investments purchased with Principal Proceeds or Uninvested Proceeds, and (iii) for each
Defaulted Asset, the Calculation Amount with respect to such Defaulted Asset minus (b) the sum of the
Aggregate Principal/Notional Balance on such Measurement Date of all Underlying Assets that are either
(i) Defaulted Securities or (ii) Equity Securities; provided that solely for the purpose of calculating the Net
Outstanding Underlying Asset Balance in connection with the Class AB Overcollateralization Ratio, the
Class C Overcollateralization Ratio, the Class D Overcollateralization Ratio and the Class E Diversion
Test the Net Outstanding Underlying Asset Balance shall be calculated by applying whichever of the
following clauses (i), (ii) and (iii) would result in the lowest calculated "Net Outstanding Underlying Asset
Balance": (i) the Moody's Haircut Value, (ii) the Standard & Poor's Haircut Value and (iii) with respect to a
Discount Underlying Asset, the original acquisition price of such Discount Underlying Asset.

For the purposes of this definition of "Net Outstanding Underlying Asset Balance", the
following terms shall have the meanings set forth below:

"Moody's Haircut Value" shall have the following meaning for any Underlying Asset that
has a Moody's Rating of below "Baa3", and no meaning for any Underlying Asset with a
Moody's Rating of "Baa3" or higher (for the purpose of all clauses of the definition of
Moody's Haircut Value, any reference to a Moody's Rating of an Underlying Asset shall,
with respect to a Synthetic Security, mean a reference to the Moody's Rating of the
related Reference Obligation):

(a) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (a)) of all Underlying Assets (other than Defaulted Assets)
that have a Moody's Rating of "Bal", "Ba2" or "Ba3" exceeds 25.5% of the
Aggregate Principal/Notional Balance of all Underlying Assets and Principal
Proceeds ("Moody's Limit 1"), then the Aggregate Principal/Notional Balance of
the Underlying Assets constituting such excess shall be deemed to equal 90% of
the actual Aggregate Principal/Notional Balance of such Underlying Assets
(determined without regard to this clause (a));

(b) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (b)) of all Underlying Assets (other than Defaulted Assets)
that have a Moody's Rating of "Bl", "B2' or "B3" exceeds 0% of the Aggregate
Principal/Notional Balance of all Underlying Assets and Principal Proceeds
("Moody's Limit 2"), then the Aggregate Principal/Notional Balance of the
Underlying Assets constituting such excess shall be deemed to equal 80% of the
actual Aggregate Principal/Notional Balance of such Underlying Assets
(determined without regard to this clause (b)); and

(c) if such Underlying Assets (other than Defaulted Assets) have a Moody's Rating
of below "B3" exceeds 0% of the Aggregate Principal/Notional Balance of all
Underlying Assets and Principal Proceeds, then the Aggregate Principal/Notional
Balance of such Underlying Assets shall be deemed to equal 50% of the actual
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Aggregate Principal/Notional Balance of such Underlying Assets (determined
without regard to this clause (c));

provided that the reductions contemplated by clauses (a), (b) and (c) immediately
above shall be without duplication; provided further that each of Moody's Limit 1
and Moody's Limit 2 may be up to 5 percentage points larger than set out above
(as determined by the Trustee in a manner maximizing the Net Outstanding
Underlying Asset Balance as of the date of determination) so long as the
aggregate of Moody's Limit 1 and Moodys Limit 2 is not more than 30.5%.

"Standard & Poor's Haircut Value" shall have the following meaning set forth in clauses
(a) and (b) below for any Underlying Asset that has a Standard & Poor's Rating of below
"BBB-", and no meaning for any Underlying Asset that has a Standard & Poor's Rating of
"BBB-" or higher. For the purpose of all clauses of the definition of Standard & Poor's
Haircut Value, any reference to a Standard & Poor's Rating of an Underlying Asset shall,
with respect to a Synthetic Security, mean a reference to a Standard & Poor's Rating of
the related Reference Obligation:

(a) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (a)) of all Underlying Assets (other than Defaulted Assets)
that have a Standard & Poor's Rating of "BB+", "BB" or "BB-" exceeds 8.6% of
the Aggregate Principal/Notional Balance of all Underlying Assets and Principal
Proceeds ("S&P Limit 1"), then the Aggregate Principal/Notional Balance of the
Underlying Assets constituting such excess shall be deemed to equal 90% of the
actual Aggregate Principal/Notional Balance of such Underlying Assets
(determined without regard to this clause (a));

(b) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (b)) of all Underlying Assets (other than Defaulted Assets)
that have a Standard & Poor's Rating of "B+", "B" or "B-" exceeds 0% of the
Aggregate Principal/Notional Balance of all Underlying Assets and Principal
Proceeds ("S&P Limit 2"), then the Aggregate Principal/Notional Balance of the
Underlying Assets constituting such excess shall be deemed to equal 80% of the
actual Aggregate Principal/Notional Balance of such Underlying Assets
(determined without regard to this clause (b)); and

(c) if such Underlying Assets (other than Defaulted Assets) have a Standard &
Poor's Rating of below "B-" exceeds 0% of the Aggregate Principal/Notional
Balance of all Underlying Assets and Principal Proceeds ("S&P Limit 3"), then
the Aggregate Principal/Notional Balance of such Underlying Assets shall be
deemed to equal 70% of the actual Aggregate Principal/Notional Balance of such
Underlying Assets (determined without regard to this clause (c));

provided that the reductions contemplated by clauses (a), (b) and (c) immediately above

shall be without duplication; provided further that each of S&P Limit 1, S&P Limit 2 and

S&P Limit 3 may be up to 5 percentage points larger than set out above (as determined
by the Trustee in a manner maximizing the Net Outstanding Underlying Asset Balance as
of the date of determination) so long as the aggregate of S&P Limit 1, S&P Limit 2, and
S&P Limit 3 is not more than 13.6%.
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"Net Scheduled Periodic Offsetting Transaction Payment" means in respect of an Offset
Transaction that comprises: the long component of an Offset Transaction and the related Offsetting
Transaction, the difference between premium payments due to the Issuer from the Synthetic Security
Counterparty and the Scheduled Periodic Offsetting Transaction Payments due to the Offsetting
Transaction Counterparty from the Issuer pursuant to the terms of the Offsetting Transaction.

"PIK Bond" means any Underlying Asset that pursuant to the terms of the related Underlying
Instruments (a) permits the payment of interest thereon (with respect to such payments due on or after
the date on which the security is purchased by the Issuer) to be deferred or capitalized as additional
principal thereof or (b) issues identical (except principal and term) securities in place of payments of
interest in cash.

"PrincipallNotional Balance" means as of any date of determination, with respect to any Asset-
Backed Security, the outstanding principal balance of such Asset-Backed Security (excluding any
capitalized interest and any negative amortization amounts), and, with respect to each Synthetic Security
or a related Reference Obligation, in each case, the Reference Obligation Notional Amount (as defined in
the Confirmation) of such Synthetic Security. For the avoidance of doubt, (i) the Reference Obligation
Notional Amount shall be a part of the "Principal/Notional Balance" and (ii) no Offset Transactions will be

included in the calculation of "Principal/Notional Balance".

"Principal Only Security" means any Asset-Backed Security that does not provide for the

payment of rated interest in periodic installments on or prior to the date three Business Days prior to the
Stated Maturity of the Notes or provides that all payments of interest will be deferred until the final
maturity date thereof.

"Principal Proceeds" means, with respect to any Due Period, the sum (without duplication) of:

(a) all payments of principal on the Underlying Assets and Eligible Investments (excluding
any amount representing the accreted portion of a discount from the face amount of an
Eligible Investment) received in cash by the Issuer during such Due Period including
prepayments or mandatory sinking fund payments, or payments in respect of optional
redemptions, exchange offers, tender offers, recoveries on Defaulted Securities and
Written Down Securities (other than Uninvested Proceeds and payments of principal of
Eligible Investments acquired with Interest Proceeds), including the proceeds of a sale of
any Equity Security, the proceeds received from any special purpose subsidiary of the
Issuer holding an Equity Security, and any amounts received as a result of optional
redemptions, exchange offers or tender offers for any Equity Security received in cash by
the Issuer during such Due Period but excluding any accreted portion of a discount from
the face amount of an Eligible Investment;

(b) all payments of principal of Eligible Investments purchased with amounts from the
Principal Collection Account received in cash by the Issuer during such Due Period;

(c) all amendment, waiver, late payment fees, restructuring and other fees and commissions,
collected during the related Due Period in respect of Defaulted Securities and Written
Down Securities;

(d) all payments of interest received in respect of Defaulted Securities up to an amount equal
to the Principal/Notional Balance of such security at the time it became a Defaulted
Asset;
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(e) any Writedown Reimbursement Payment Amount,

(f) any proceeds to the Issuer resulting from the termination and liquidation of an Interest
Rate Swap Agreement, to the extent such proceeds exceed the cost of entering into a
replacement Interest Rate Swap Agreement or additional Interest Rate Swap
Agreements in accordance with the requirements set forth in the Indenture;

(g) any Principal Shortfall Reimbursement Payment Amount,

(h) upfront payment or any termination payments received with respect to early termination
of a Synthetic Security received from the related Synthetic Security Counterparty,

(i) all amounts transferred from the Synthetic Security Collateral Account to the Principal
Collection Account as described below under "Security for the Notes-The Accounts-
Synthetic Security Collateral Account";

(j) all payments received in cash by the Issuer during such Due Period that represent call,
prepayment or redemption premiums;

(k) all payments of interest received to the extent that they represent accrued interest
purchased with Principal Proceeds;

(1) all yield maintenance payments received in cash by the Issuer during such Due Period;

(m) any proceeds from the issuance and sale of the Notes and Preference Shares that are
not applied to the acquisition of Underlying Assets prior to the Determination Date
preceding the September 2007 Distribution Date, including amounts on deposit in the
Uninvested Proceeds Account, and not deposited into the Expense Account on the
Closing Date;

(n) any proceeds from the liquidation of Underlying Assets received in cash by the Issuer
(excluding (1) all accrued interest received in cash by the Issuer and (2) the Disposition
Proceeds);

(o) any Disposition Proceeds on deposit in the Disposition Proceeds Account or Principal
Collection Account;

(p) any payment of capitalized interest on any Underlying Assets;

(q) any payment of accrued interest paid for with principal proceeds;

(r) any Net Scheduled Periodic Offsetting Transaction Payments received by the Issuer with

respect to Offset Transactions; and

(s) all other payments received in connection with the Underlying Assets and Eligible
Investments that are not included in Interest Proceeds; provided, that in no event shall
Principal Proceeds include the Excepted Property.

minus

the sum, of (a) any initial payments made by the Issuer upon its entry into a Offsetting
Transaction and (b) any termination payments payable by the Issuer in respect of the termination of an
Offsetting Transaction where the related Offset Transaction is not terminated.
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"Pure Private Asset-Backed Security" means any security that was not (i) issued pursuant to
an effective registration statement under the Securities Act or (ii) a privately placed security that is eligible
for resale under Rule 144A or Regulation S under the Securities Act.

"Qualifying Foreign Obligor" means a corporation, partnership, trust or other entity organized or.
incorporated under the laws of an Eligible Country.

"Quarterly Asset Amount" means, with respect to any Distribution Date, the Net Outstanding
Underlying Asset Balance on the first day of the related Due Period.

"Rating Condition" means, with respect to any action taken or to be taken or any determination
made or to be made under the Indenture, a condition that is satisfied when each Rating Agency has
confirmed in writing to the Issuer, the Trustee and the Collateral Manager prior to such action or

determination that such action or determination will not result in the withdrawal, reduction or other

adverse action with respect to any then-current rating (including any shadow, private or confidential
rating) of any Class of Notes.

"Scheduled Periodic Offsetting Transaction Payment" means, with respect any Offsetting

Transaction, the fixed amounts scheduled to be paid by the Offsetting Transaction Counterparty to the
Issuer under such Offsetting Transaction, but excluding any termination payment in respect of such

Offsetting Transaction.

"Servicer" means, with respect to any issue of Asset-Backed Securities, the entity that, absent

any default, event of default or similar condition (however described), is primarily responsible for

managing, servicing, monitoring and otherwise administering the cash flows from which payments to
investors in such Asset-Backed Securities are made.

"Special-Majority-in-interest of Preference Shareholders" means, at any time, Preference

Shareholders whose aggregate Voting Percentages at such time exceed 66 2/3% of all Preference
Shareholders' Voting Percentages at such time.

"Step Down Bond" means a security which by the terms of the related Underlying Instrument

provides for a decrease, in the case of a fixed rate security, in the per annum interest rate on such

security or, in the case of a floating rate security, in the spread over the applicable index or benchmark
rate, solely as a function of the passage of time; provided that a Step Down Bond shall not include any

such security providing for payment of a constant rate of interest at all times after the date of acquisition
by the Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by
reference to the spread (in the case of a floating rate Step Down Bond) or coupon (in the case of a fixed

rate Step Down Bond) of a Step Down Bond, the spread or coupon on any date shall be deemed to be

the lowest spread or coupon, respectively, scheduled to apply to such Step Down Bond on or after such

date.

"Step Up Bond" means a security which by the terms of the related Underlying Instrument

provides for an increase, in the case of a fixed rate security, in the per annum interest rate on such

security or, in the case of a floating rate security, in the spread over the applicable index or benchmark
rate, solely as a function of the passage of time; provided that a Step Up Bond shall not include any such
security providing for payment of a constant rate of interest at all times after the date of acquisition by the

Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by reference to

the spread (in the case of a floating Step Up Bond) or coupon (in the case of a fixed rate Step Up Bond)
of a Step Up Bond, the spread or coupon on any date shall be deemed to be the spread or coupon stated

to be payable in cash or in effect on such date.
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'Underlying Instruments" means the indenture or other agreement pursuant to which an
Underlying Asset, Eligible Investment or Equity Security has been issued or created and each other
agreement that governs the terms of or secures the obligations represented by such Underlying Asset,
Eligible Investment or Equity Security or of which holders of such Underlying Asset, Eligible Investment or
Equity Security are the beneficiaries.

"Uninvested Proceeds" means, at any time on or prior to the Determination Date prior to the
September 2007 Distribution Date, the net proceeds received by the Issuer on the Closing Date from the
initial issuance of the Notes and Preference Shares and any principal collections on the Underlying
Assets received on or prior to the Closing Date, to the extent such proceeds have not theretofore been
invested in Underlying Assets or deposited in the Expense Account.

"Voting Percentage" of a Preference Shareholder at any time means the ratio (expressed as a
percentage) of such Preference Shareholder's Preference Shares outstanding to the aggregate
outstanding Preference Shares of all Preference Shareholders at such time.

"Written Down Security" means, as of any date of determination, any Underlying Asset that is
part of an issue as to which the aggregate par amount of the entire class and all other securities secured
by the same pool of collateral that rank senior in priority of payment to such class exceeds the aggregate
par amount (including reserved interest or other amounts available for overcollateralization) of all
collateral securing such issue (excluding defaulted collateral).

The Coverage Tests

The Coverage Tests applicable to a Class of Notes will be used primarily to determine whether
and to what extent Interest Proceeds may be used to pay interest on and dividends in respect of Classes
of Notes Subordinate to such Class and the Preference Shares and certain other expenses. The
"Coverage Tests" include the Class A/B Coverage Tests, the Class C Coverage Tests and the Class D
Coverage Tests.

In the event that either Class A/B Coverage Test is not satisfied on any Distribution Date, funds
that would otherwise be used to pay interest on the Class C Notes, the Class D Notes and the Class E
Notes and dividends on the Preference Shares and certain other expenses must instead be used to pay
principal of, first, the Class A Notes and second, the Class B Notes, to the extent necessary to cause
each Class A/B Coverage Test to be satisfied.

In the event that any Class C Coverage Test is not satisfied on any Distribution Date, funds that
would otherwise be used to pay interest on the Class D Notes and the Class E Notes and dividends on
the Preference Shares and certain other expenses must instead be used to pay principal of, first, the
Class A Notes, second, the Class B Notes and third, the Class C Notes, to the extent necessary to cause
each Class C Coverage Test to be satisfied.

In the event that any Class D Coverage Test is not satisfied on any Distribution Date, funds that
would otherwise be used to pay interest on the Class E Notes and dividends on the Preference Shares
and certain other expenses must instead be used to pay principal of, first, the Class A Notes, second, the
Class B Notes, third, the Class C Notes and fourth, the Class D Notes, to the extent necessary to cause
each Class D Coverage Test to be satisfied.

The "Class AB Coverage Tests" will consist of the Class A/B Overcollateralization Test and the
Class A/B Interest Coverage Test. The "Class C Coverage Tests" will consist of the Class C
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Overcollateralization Test and the Class C Interest Coverage Test. The "Class D Coverage Tests" will
consist of the Class D Overcollateralization Test and the Class D Interest Coverage Test.

The Overcollateralization Tests

The Class A/B Overcollateralization Test:

The "Class AlB Overcollateralization Ratio" is, as of any Measurement Date, the number
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on
such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the
aggregate outstanding principal amount of the Class B Notes.

The "Class AB Overcollateralization Test" will be satisfied on the Closing Date or a
Measurement Date on which any Class A Note or Class B Note remains outstanding if the Class A/B
Overcollateralization Ratio on such Measurement Date is equal to or greater than 117.37%.

The Class C Overcollateralization Test:

The "Class C Overcollateralization Ratio" is, as of any Measurement Date, the number
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on
such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the
aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal
amount of the Class C Notes, plus any outstanding Class C Deferred Interest.

The "Class C Overcollateralization Test" will be satisfied on the Closing Date or a
Measurement Date on which any Class A Note, Class B Note or Class C Note remains outstanding if the
Class C Overcollateralization Ratio on such Measurement Date is equal to or greater than 109.99%.

The Class D Overcollateralization Test:

The "Class D Overcollateralization Ratio" is, as of any Measurement Date, the number
(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on
such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the
aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal
amount of the Class C Notes plus the aggregate principal amount of the Class D Notes, plus any
outstanding Class C Deferred Interest and plus any outstanding Class D Deferred Interest.

The "Class D Overcollateralization Test" will be satisfied on the Closing Date or a
Measurement Date on which any Class A Note, Class B Note, Class C Note or Class D Note remains
outstanding if the Class D Overcollateralization Ratio on such Measurement Date is equal to or greater
than 104.86%.

The Class E Diversion Test

The Class E Diversion Test determines whether Interest Proceeds may be applied, in accordance
with the Priority of Payments, to make payments that are subordinate to payments on the Class E Notes.
If the Class E Diversion Test is .not passing on a Measurement Date then on the immediately following
Distribution Date, Interest Proceeds, to the extent available in accordance with the Priority of Payments,
will be applied to make principal payments on the Class E Notes.

The "Class E Diversion Ratio" is, as of any Measurement Date, the number (expressed as a
percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on such
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Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the

aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal
amount of the Class C Notes plus the aggregate outstanding principal amount of the Class D Notes plus
the aggregate outstanding principal amount of the Class E Notes, plus any outstanding Class C Deferred
Interest plus any outstanding Class D Deferred Interest and plus any outstanding Class E Deferred
Interest.

The "Class E Diversion Test" will be satisfied on the Closing Date or a Measurement Date on

which any Class A Note, Class B Note, Class C Note, Class D Note or Class E Note remains outstanding
if the Class E Diversion Ratio on such Measurement Date is equal to or greater than 103.56%.

The Class A-1 OC Ratio

The Class A-1 OC Ratio will be used only to determine whether an Event of Default has occurred

under the Notes due to the decline in the Class A-1 OC Ratio below 100%.

"Class A-1 OC Ratio" means the number, expressed as a percentage, calculated by dividing (a)

the Net Outstanding Underlying Asset Balance by (b) the Aggregate Outstanding Amount of the Class A-
1 Notes.

The Interest Coverage Tests

The Interest Coverage Ratio with respect to the Class A Notes and Class B Notes (the "Class

AB Interest Coverage Ratio"), the Class C Notes (the "Class C Interest Coverage Ratio") and the

Class D Notes (the "Class D Interest Coverage Ratio") as of any Measurement Date will be calculated
by dividing:

(a) (i) the sum of (A) the scheduled interest payments due (regardless of whether the due

date for any such interest payment has yet occurred) in the Due Period in which such
Measurement Date occurs on (1) the Underlying Assets and (2) any Eligible Investments
held in the Collection Accounts (whether such Eligible Investments were purchased with
Interest Proceeds or Principal Proceeds), (B) any fees actually received by the Issuer
during such Due Period that constitute Interest Proceeds and (C) any earnings on Eligible
Investments in the Synthetic Security Collateral Account, constituting Interest Proceeds
and received after the end of the related Collection Period and immediately prior to the

related Payment Date and (D) any amounts scheduled to be paid to the Issuer by an
Interest Rate Swap Counterparty under an Interest Rate Swap Agreement on the
Distribution Date relating to such Due Period, minus (ii) the sum of the Interest Proceeds
scheduled to be paid pursuant to clauses (1) through (4) of the Interest Proceeds Priority
of Payments on the immediately succeeding Distribution Date; by

(b) an amount equal to (i) in the case of the Class A/B Interest Coverage Ratio, the
scheduled interest on the Class A Notes and Class B Notes (including Defaulted Interest
thereon and accrued interest on such Defaulted Interest, if any) payable on the

immediately succeeding Distribution Date, (ii) in the case of the Class C Interest
Coverage Ratio, the scheduled interest on the Class A Notes, Class B Notes and Class C
Notes (including Defaulted Interest and interest thereon, interest on Class C Deferred
Interest, if any, but excluding any Class C Deferred Interest) payable on the immediately
succeeding Distribution Date or (iii) in the case of the Class D Interest Coverage Ratio,
the scheduled interest on the Class A Notes, Class B Notes, Class C Notes and Class D
Notes (including Defaulted Interest and interest thereon, interest on Class C Deferred
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Interest and interest on Class D Deferred Interest, if any, but excluding any Class C
Deferred Interest and Class D Deferred Interest) payable on the immediately succeeding
Distribution Date (or, if such Measurement Date coincides with a Distribution Date, on
such Distribution Date).

For the purpose of determining compliance with any Interest Coverage Test, there will be
excluded all scheduled payments of interest on or principal of Defaulted Securities and any payment,
including any amount payable to the Issuer by an Interest Rate Swap Counterparty, that will not be made
in cash or received when due, as determined by the Collateral Manager in its reasonable business
judgment. For purposes of calculating any Interest Coverage Ratio, (i) the expected interest income on
floating rate Underlying Assets and Eligible Investments and under any Interest Rate Swap Agreement
and the expected interest payable on the Notes will be calculated using the interest rates applicable
thereto on the applicable Measurement Date and (ii) accrued original issue discount on Eligible
Investments will be deemed to be a scheduled interest payment thereon due on the date such original
issue discount is scheduled to be paid.

The "Class A/B Interest Coverage Test" will be satisfied on the Closing Date or a Measurement
Date on which any Class A Note or Class B Note remains outstanding if the Class A/B Interest Coverage
Ratio as of such Measurement Date is equal to or greater than 107.00%; provided, that the Class A/B
Interest Coverage Test will be deemed to be satisfied on the First Distribution Date.

The "Class C Interest Coverage Test" will be satisfied on the Closing Date or a Measurement
Date on which any Class A Note, Class B Note or Class C Note remains outstanding if the Class C
Interest Coverage Ratio as of such Measurement Date is equal to or greater than 103.00%; provided, that
the Class C Interest Coverage Test will be deemed to be satisfied on the First Distribution Date.

The "Class D Interest Coverage Test" will be satisfied on the Closing Date or a Measurement
Date on which any Class A Note, Class B Note, Class C Note or Class D Note remains outstanding if the
Class D Interest Coverage Ratio as of such Measurement Date is equal to or greater than 100.00%;
provided, that the Class D Interest Coverage Test will be deemed to be satisfied on the First Distribution
Date.

Mandatory Redemption

In the event that any of the Overcollateralization Tests (not including, for the avoidance of doubt,
the Class E Diversion Test) or the Interest Coverage Tests applicable to a Class of Notes is not satisfied
on a Determination Date related to any Distribution Date, then Interest Proceeds that would otherwise be
used to make payments in respect of interest on any Class of Notes Subordinate to that Class will be
used instead to redeem, first, each Class (if any) of Notes Senior to such Class of Notes (sequentially in
direct order of seniority) and, second, such Class of Notes, to the extent necessary to cause each
Coverage Test to be satisfied.

In addition, each Class of Notes will be subject to mandatory redemption from Principal Proceeds
available after payment of certain other amounts in accordance with the Priority of Payments on each
Distribution Date. Any such redemption from Interest Proceeds or Principal Proceeds will be applied to
each outstanding Class of Notes sequentially in direct order of seniority and will otherwise be effected as
described above under "-Priority of Payments."

74

Confidential Treatment Requested GEM7-00000521

Footnote Exhibits  - Page 1132



Optional Redemption

Subject to certain conditions described herein, the Issuer may redeem the Notes (such
redemption, an "Optional Redemption"), in whole but not in part, at the direction of the holders of at least

sixty-six and two-thirds percent (66 2/3%) of the Preference Shareholders at the applicable Redemption
Price therefor on any Distribution Date, provided that no such Optional Redemption may be effected prior
to the March 2010 Distribution Date. Any such Optional Redemption may only be effected on a

Distribution Date at the applicable Redemption Price and only from the Disposition Proceeds of all

Collateral including the Eligible Investments credited to the Accounts (other than that in the Interest Rate

Swap Counterparty Collateral Account and the Synthetic Security Issuer Account) on such Distribution
Date. No Optional Redemption may be effected, however, unless (i) all such Disposition Proceeds are

used, in whole or in part, to make such an Optional Redemption and (ii) such Disposition Proceeds
(including the payment in full to the Issuer of all amounts that can be withdrawn under the Investment

Agreement) are at least equal to the Redemption Amount.

Any Optional Redemption is subject to (i) the sale of the Collateral (other than the cash and

Eligible Investments referred to in clause (b) of this sentence) arranged by the Collateral Manager, on the

proposed Redemption Date, for a sale price in cash at least equal to (a) the Redemption Amount minus

(b) the balance of the cash and Eligible Investments in the Accounts (other than that in the Interest Rate

Swap Counterparty Collateral Account and the Synthetic Security Issuer Account) and (ii) the receipt by
the Trustee from the Collateral Manager of certification from the Collateral Manager that the sum so

received from the purchaser satisfies clause (i). Upon receipt by the Trustee of the certification referred

to in the preceding sentence, the Issuer shall take all actions necessary to sell, assign and transfer the

Collateral to the prospective purchaser upon payment in immediately available funds of the sum referred

to above and the Trustee shall release the Collateral from the lien of the Indenture. The Trustee shall

deposit such payment into the Collection Accounts. The Collateral Manager or an Affiliate thereof may be

the purchaser of the Collateral in accordance with the procedures set forth in the Management
Agreement.

Auction Call Redemption

In accordance with the procedures set forth in Schedule A to this Offering Circular (the "Auction

Procedures"), the Auction Agent shall, at the expense of the Issuer, conduct an auction (an "Auction") of

the Underlying Assets if, prior to the Distribution Date occurring in June 2013, the Notes have not been

redeemed in full and the holders of the Preference Shares have not directed an Optional Redemption of

the Notes. The Auction will be conducted not later than seven Business Days prior to (a) the Distribution

Date occurring in June 2013 (the "First Auction Call Date") and (b) if the Notes are not redeemed in full

on such Distribution Date, each subsequent Distribution Date occurring on or closest to any six-month

anniversary of the First Auction Call Date (each, a "Subsequent Auction Call Date" and, together with

the First Auction Call Date, each an "Auction Date"), until the Notes have been redeemed in full. Any of

the Collateral Manager (if it is not the Auction Agent), the Initial Purchaser, the Preference Shareholder or

the Trustee or any of their respective affiliates may, but will not be required to, bid at the Auction.

The Notes will be redeemable at the applicable Redemption Price and Preference Shares will be

redeemable at a price equal to not less than the Minimum Preference Share Redemption Amount. The

Notes and Preference Shares will be redeemable from the Disposition Proceeds of all Collateral'including
Eligible Investments credited to the Accounts (other than that in the Interest Rate Swap Counterparty
Collateral Account and the Synthetic Security Issuer Account); provided that funds under clauses (a) and

(b) are sufficient to pay in full (I) the Redemption Amount and (ii) the Minimum Preference Share

Redemption Amount. The "Minimum Preference Share Redemption Amount" shall equal (i) the

aggregate liquidation preference of the Preference Shares minus (ii) the aggregate amount of all cash
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distributions on the Preference Shares (whether in respect of dividends or redemption payments) made to
the Preference Share Paying Agent for distribution to the Preference Shareholders prior to the relevant
Auction Date. If an Auction Call Redemption is not completed on any Auction Date, the Auction Agent
shall carry out an Auction in accordance with the Auction Procedures on each subsequent Auction Date
until an Auction Call Redemption is completed successfully (the "Auction Call Redemption Date").

Pursuant to the Management Agreement, the Issuer has designated the Collateral Manager (in
such capacity, the "Auction Agent") as the Issuer's agent in connection with the sale of the Collateral in
connection with any Auction Call Redemption or if the Collateral Manager indicates its desire to bid on the
Underlying Assets, the Collateral Manager shall resign as Auction Agent and the Auction Agent for that
Auction may be the Initial Purchaser, an Affiliate of the Initial Purchaser or another unaffiliated third party
as successor Auction Agent.

The Issuer shall Dispose of and transfer the Underlying Assets to the highest bidder identified by
the Auction Agent (or to the highest bidder for each subpool) at the Auction and the Trustee shall release
the Collateral from the lien of the Indenture, as long as:

(a) the Auction has been conducted in accordance with the Auction Procedures, as
evidenced by a certification of the Auction Agent;

(b) the Auction Agent has received bids for the Underlying Assets (or for each of the related
subpools) from at least two prospective purchasers (including the winning bidder)
identified on a list of Qualified Bidders provided by the Auction Agent to the Trustee in
accordance with the Indenture; provided that each Qualified Bidder for the Synthetic
Securities shall have been approved by the relevant Synthetic Security Counterparty;
provided, further, that if the Auction Agent has not received bids for one or more
Synthetic Securities, the requirements of this clause may be satisfied by determining
required payments from or to the Issuer relating to the termination of such Synthetic
Securities and including such aggregate amount in the.calculation of the Redemption
Amount;

(c) the Auction Agent certifies that the highest bids would result in the Disposition of the
Underlying Assets (or the related subpools) for a purchase price (paid in cash) that,
together with the balance of all Eligible Investments (including the payment in full to the
Issuer of all amounts that can be withdrawn under the Investment Agreement) and cash
held by the Issuer (other than Eligible Investments and cash in the Interest Rate Swap
Counterparty Collateral Account and the Synthetic Security Issuer Account), will be at
least equal to the sum of (i) the Redemption Amount and (ii) the Minimum Preference
Share Redemption Amount; and

(d) the highest bidder (or the highest bidder for each subpool) enters into a written
agreement with the Issuer (which the Issuer will execute if the conditions set forth above
and in the Indenture are satisfied (such execution to constitute certification by the Issuer
that such conditions have been satisfied)) that obligates the highest bidder (or the highest
bidder for each subpool) to acquire all of the Underlying Assets (or the relevant subpool)
and provides for payment in full (in cash) of the price for any Underlying Asset that is not
a Synthetic Security and any amount due to the Issuer as a result of the assignment of
the Synthetic Securities to the Trustee on or prior to the sixth Business Day following the
relevant Auction Date.
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Provided that all of the conditions set forth in clauses (a) through (d) of the preceding paragraph
have been met, the Issuer will Dispose of and transfer the Underlying Assets (or the related subpool),
without representation, warranty or recourse, to such highest bidder identified by the Auction Agent (or
the highest bidder for each subpool, as the case may be) in accordance with and upon completion of the
Auction Procedures. The Issuer will deposit the purchase price for the Underlying Assets in the Collection
Accounts and, on the Distribution Date immediately following the relevant Auction Date, (I) pay the
Redemption Amount and (ii) make a payment to the Preference Share Paying Agent (that shall not be
less than the Minimum Preference Share Redemption Amount) for distribution to the holder of the
Preference Shares in an amount equal to the remainder of such Disposition Proceeds and cash in the
Collection Accounts (such redemption, the "Auction Call Redemption"). Notwithstanding the foregoing,
the holders of 100% of the aggregate outstanding principal amount of a Class of Notes may elect, in
connection with any Auction Call Redemption, to receive less than 100% of the Redemption Price that
would otherwise be payable to holders of such Class (and the Redemption Price shall be reduced by
such amount).

If any of the foregoing conditions is not met with respect to any Auction or if the highest bidder (or

the highest bidder for any subpool, as the case may be) fails to pay the purchase price before the sixth
Business Day following the relevant Auction Date, (a) the Auction Call Redemption will not occur on the
Distribution Date following the relevant Auction Date, (b) the Auction Agent will notify the Trustee and the

Trustee will give notice of the withdrawal, (c) subject to clause (d) below, the Trustee on behalf of the

Issuer will decline to consummate such sale and the Auction Agent will not solicit any further bids or

otherwise negotiate any further Disposition of Underlying Assets in relation to such Auction and (d) unless
the Notes are redeemed in full prior to the next succeeding Auction Date, the Auction Agent will conduct
another Auction on the next succeeding Auction Date.

The Notes may not be redeemed pursuant to an Auction Call Redemption unless, at least four

Business Days before the scheduled Redemption Date, the Collateral Manager shall have furnished to

the Trustee and any Interest Rate Swap Counterparty evidence, in form satisfactory to the Trustee, that
the Issuer has. entered into a binding agreement or agreements with (or guaranteed by) a financial
institution or institutions (whose long-term unsecured debt obligations (other than such obligations whose

rating is based on the credit of a person other than such institution) have a credit rating from each Rating
Agency at least equal to the highest rating of the Notes then outstanding or whose short-term unsecured

debt obligations have a credit rating of at least "A-1" by Standard & Poor's and (if rated by Fitch) at least
"Fl" by Fitch and provided that in case such financial institution is the Collateral Manager no credit rating
is required) to sell, not later than the Business Day immediately preceding the scheduled Redemption
Date, In immediately available funds, all-or part of the Underlying Assets at a sale price (including in such

price an amount equal to any accrued interest) which, together with the balance of the cash and Eligible
Investments in the Accounts (other than that in the Interest Rate Swap Counterparty Collateral Account

and the Synthetic Security Issuer Account), is at least equal to (i) the Redemption Amount and (ii) the
Minimum Preference Share Redemption Amount.

Clean-Up Call Redemption

At the direction of the Collateral Manager, the Notes will be subject to redemption by the Issuer,

in whole but not in part (a "Clean-Up Call Redemption"), at the applicable Redemption Price on any

Distribution Date which occurs on or after the Distribution Date on which the aggregate outstanding
principal amount of the Notes is less than or equal to 10.00% of the original aggregate outstanding
principal amount of the Notes as of the Closing Date. Any such redemption may only be effected on a

Distribution Date and only from the Disposition Proceeds of all Collateral including the Eligible
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Investments credited to the Accounts (other than that in the Synthetic Security Issuer Account) and all
Offsetting Transactions.

Any Clean-Up Call Redemption is subject to (a) the purchase of the Collateral (other than the

cash and Eligible Investments referred to in clause (ii) below) by the Collateral Manager or any of its
Affiliates from the Issuer, on the scheduled Redemption Date, for a purchase price in cash at least equal
to (i) the Redemption Amount minus (ii) the balance of the cash and Eligible Investments in the Accounts
(other than that in the Synthetic Security Issuer Account, but including the payment in full to the Issuer of

all amounts that can be withdrawn under the Investment Agreement) and (b) the receipt by the Trustee,
prior to such purchase, of the Collateral Manager's certification that the sum so received satisfies clause

(a). Upon receipt by the Trustee of the Collateral Managers certification, the Trustee and the Issuer shall
take all actions necessary to sell, assign and transfer the Collateral to the Collateral Manager or any of its

Affiliates upon payment in immediately available funds of the purchase price. The Trustee shall deposit
such payment into the Collection Accounts and apply the funds therein in accordance with the Priority of
Payments on such Redemption Date.

Tax Redemption

The Notes will be redeemable (such redemption, a "Tax Redemption"), in whole but not in part,

by the Issuer at the direction of a Majority-in-Interest of Preference Shareholders or, so long as the Class
A-1 Notes are Outstanding, of the Controlling Class; provided that, the Controlling Class may only direct a

Tax Redemption in the event that, as a result of the relevant Tax Event, on a previous Payment Date one

or more of the Class A-i a Notes, Class A-1 b Notes, Class A-2 Notes or Class B Notes did not receive the

amount that it otherwise would have received under the Priority of Payments in the absence of such Tax

Event. Any such redemption may only be effected on a Distribution Date at the applicable Redemption
Price and only from the Disposition Proceeds of all Collateral including the Eligible Investments credited
to the Accounts (other than that in the Interest Rate Swap Counterparty Collateral Account and the

Synthetic Security Issuer Account). No Tax Redemption may be effected, however, unless (i) all such
Disposition Proceeds are used, in whole or in part, to make such Tax Redemption, (ii) such Disposition
Proceeds (including the payment in full to the Issuer of all amounts that can be withdrawn under the

Investment Agreement) are sufficient to pay in full the Redemption Amount, (iii) a Tax Event shall have

occurred and (iv) the Tax Materiality Condition is satisfied.

A "Tax Event" will occur, whether or not as a result of any change in law or interpretation, if (a)

any obligor is required to deduct or withhold from any payment under any Underlying Asset to the Issuer

for or on account of any tax for whatever reason, whether or not as a result of any change in law or

interpretation, and such obligor is not required to pay to the Issuer such additional amount as is

necessary to ensure that the net amount actually received by the Issuer (free and clear of taxes, whether

assessed against such obligor or the Issuer) will equal the full amount that the Issuer would have

received had no such deduction or withholding occurred, (b) the Issuer or an Interest Rate Swap

Counterparty is required to deduct or withhold from any payment under any Interest Rate Swap

Agreement for or on account of any tax and the Issuer is obligated to pay gross-up amounts to the

relevant Interest Rate Swap Counterparty, or the relevant Interest Rate Swap Counterparty is not

obligated to pay the Issuer such additional amount as is necessary to ensure that the net amount actually

received by the Issuer (free and clear of taxes, whether assessed against such obligor or the Issuer) will
equal the full amount that the Issuer would have received had no such deduction or withholding occurred

or (c) any net income, profits or similar tax is imposed on the Issuer. The "Tax Materiality Condition"
will be satisfied during any 12-month period if any combination of Tax Events results, in aggregate, in a

payment, charge or tax burden to the Issuer in excess of U.S.$1,000,000.
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Any Tax Redemption is subject to (a) the Disposition of the Collateral (other than the cash and

Eligible Investments referred to in clause (ii) below) arranged by the Collateral Manager, on the

scheduled Redemption Date, for a sale price in cash at least equal to (I) the Redemption Amount minus

(ii) the balance of Eligible Investments and cash in the Accounts (other than that in the Interest Rate

Swap Counterparty Collateral Account and the Synthetic Security Issuer Account), and (b) the receipt by
the Trustee of certification from the Collateral Manager that the sum so received from the purchaser

satisfies clause (a). Upon receipt by the Trustee of the Collateral Manager's certification, the Issuer shall

take all actions necessary to sell, assign and transfer the Collateral to the prospective purchaser upon

payment in immediately available funds of the sum referred to above and the Trustee shall release the

Collateral from the lien of the Indenture. The Collateral Manager or an Affiliate of the Collateral Manager

may purchase the Collateral. The Trustee shall deposit such payment into the Collection Accounts.

Redemption Price and Redemption Amount

The amount payable in connection with an Auction Call Redemption, Optional Redemption,

Clean-Up Call Redemption or Tax Redemption of any Note will be an amount equal to (a) the aggregate

outstanding principal amount of such Note being redeemed, plus (b) the accrued and unpaid interest

thereon (including Defaulted Interest and Deferred Interest and interest thereon, if any) (the "Redemption
Price").

"Redemption Amount" means, with respect to an Auction Call Redemption, Optional

Redemption, Clean-Up Call Redemption or Tax Redempton, an amount equal to the sum of (i) the

Redemption Price in respect of all Notes and (ii) all unpaid administrative expenses (including
indemnities) and fees then due and payable of the Issuers, including any termination payments payable

by the Issuer under any Interest Rate Swap Agreement and the Synthetic Securities, the Management
Fee due to the Collateral Manager and, with respect to an Auction Call Redemption, fees and expenses

of the Auction Agent.

Redemption Procedures

Notice of any Auction Call Redemption, Optional Redemption, Clean-Up Call Redemption or Tax

Redemption will be given by first-class mail, postage prepaid, mailed not less than ten days and not more

than 30 days prior to the date scheduled for redemption (with respect to such Auction Call Redemption,

Optional Redemption, Clean-Up Call Redemption or Tax Redemption, the "Redemption Date"), to DTC,

to the registered holders of the Regulation S Global Notes by delivery of the relevant notice to Euroclear

and Clearstream for communication by them to entitled accountholders and to each holder of Preference

Shares at such holder's address in the Note Register or, in the case of the Preference Shares, the

register of Preference Shares maintained under the Preference Share Paying Agency Agreement (the

"Share Register'), any Interest Rate Swap Counterparty, each Synthetic Security Counterparty, the Initial

Investment Agreement Provider and to each Rating Agency. The Trustee will also give notice thereof to

the Company Announcements Office of the Irish Stock Exchange. Notes must be surrendered at the

offices of a Paying Agent under the Indenture in order to receive the applicable Redemption Price, unless

the holder provides (a) an undertaking to surrender such Note thereafter and (b) in the case of a holder

that is not a Qualified Institutional Buyer, such security or indemnity as may be required by the Issuers or

the Trustee.

Any notice of redemption may be withdrawn by the Issuer up to the fifth Business Day prior to the

scheduled Redemption Date by written-notice to the Trustee, any Interest Rate Swap Counterparty, each

Synthetic Security Counterparty, the Initial Investment Agreement Provider and the Collateral Manager;

provided that such notice is effective only if the Disposition Proceeds and the Collateral Manager

certificates (if any) required to be delivered to the Trustee with respect to an Auction Call Redemption,
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Optional Redemption, Tax Redemption or Clean-Up Call Redemption have not been delivered to the
Trustee by such date in form satisfactory to the Trustee. Notice of any such withdrawal shall be given by
the Trustee to DTC, to the registered holders of the Regulation S Global Notes by delivery of the relevant
notice to Euroclear and Clearstream for communication by them to entitled accountholders and to each
holder of Preference Shares at such holder's address in the Share Register.

Cancellation

All Notes that are redeemed or paid and surrendered for cancellation as described herein will
forthwith be canceled and may not be reissued or resold.

Form, Denomination, Registration and Transfer

General

(1) The Notes which will be offered by the Initial Purchaser to persons that are not U.S.
Persons and outside the United States will initially be represented by one or more Temporary Regulation
S Global Notes in definitive, fully registered form, without interest coupons attached, deposited with the
Trustee as custodian for, and registered in the name of, DTC or its nominee, initially for the accounts of
Euroclear and Clearstream. On the 40th day after which all of the Notes of any Class have been sold to

investors other than the Initial Purchaser or its Affiliates, and subject to the receipt by the Trustee of a
certificate in the form provided by the Indenture from the person holding such interest, a beneficial
interest in a Class of Temporary Regulation S Global Notes may be exchanged for an interest in a
Permanent Regulation S Global Note of such Class in fully registered form without coupons in an amount

equal to the aggregate principal amount of such interest in the Temporary Regulation S Global Note.
During the Distribution Compliance Period, beneficial interests in a Regulation S Global Note may be held

only through Euroclear and Clearstream. By acquisition of a beneficial interest in a Regulation S Global

Note, any purchaser thereof will be deemed to represent that it is not a U.S. Person and that, if in the
future it decides to transfer such beneficial interest, it will transfer such interest only (x) to a non-U.S.
Person in an offshore transaction in accordance with Regulation S, or (y) to a person who takes delivery
in the form of a Restricted Note. Beneficial interests in each Regulation S Note will be shown on, and
transfers thereof will be effected only through, records maintained by DTC and its direct and indirect

participants, including Euroclear and Clearstream.

(2) The Notes which will be offered by the Initial Purchaser in reliance upon an exemption
from the registration requirements of the Securities Act (a) under Section 4(2) of the Securities Act or (b)
pursuant to Rule 144A will be represented by one or more Restricted Global Notes in fully registered

form, without interest coupons attached, deposited with the Trustee as custodian for, and registered in the

name of, DTC or its nominee. By acquisition of a beneficial interest in a Restricted Note, any purchaser
thereof will be deemed to represent that it is a U.S. Person and that, if in the future it decides to transfer
such beneficial interest, it will transfer such interest only (a) to a Qualified Institutional Buyer that is a

Qualified Purchaser, or (b) to a non-U.S. Person in an offshore transaction in accordance with Regulation
S. Restricted Notes may not be transferred to non-U.S. Persons except in the form of a Regulation S
Note. Interests in Restricted Global Notes will be shown on, and transfers thereof will be effected only

through, records maintained by DTC and its direct and indirect participants.

(3) The Notes are subject to the restrictions on transfer set forth herein under "Transfer

Restrictions."

(4) Owners of beneficial interests in Regulation S Global Notes and Restricted Global Notes
will be entitled or required, as the case may be, under certain limited circumstances described below, to
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receive physical delivery of certificated Notes (either a "Restricted Definitive Note" or a "Regulation S

Definitive Note" and collectively, "Definitive Notes") in fully registered, definitive form. No owner of an

interest in a Regulation S Global Note will be entitled to receive a Definitive Note (a) until after the

expiration of the Distribution Compliance Period and (b) unless (i) for a person other than a distributor (as

defined in Regulation S), such person provides certification that the Definitive Note will be owned by a

person that is not a U.S. Person (as defined in Regulation S) or (ii) for a person that is a U.S. Person,

such person provides certification that any interest in such Definitive Note was purchased in a transaction

that did not require registration under the Securities Act and that such person is a Qualified Purchaser.

The Notes are not issuable in bearer form.

(5) Pursuant to the Indenture, the Trustee has been appointed and will serve as the registrar

of the Notes (the "Note Registrar") and will provide for the registration of the Notes and the registration of

transfers of Notes in the register maintained by it (the "Note Register"). The Trustee has been appointed

as a transfer agent with respect to the Notes (in such capacity, a "Transfer Agent").

(6) The Notes (or interests therein) will be issuable in minimum denominations of

U.S.$500,000 and in integral multiples of U.S.$1,000 in excess thereof.

Global Notes

(1) So long as the depositary for a Global Note, or its nominee, is the registered holder of

such Global Note, such depositary or such nominee, as the case may be, will be considered the absolute

owner or holder of such Regulation S Note or Restricted Note, as the case may be, represented by such

Global Note for all purposes under the Indenture and the Notes and members of, or participants in, the

depositary (the "Participants"), as well as any other persons on whose behalf Participants may act

(including Euroclear and Clearstream and account holders and participants therein), will have no rights

under the Indenture or under a Note. Owners of beneficial interests in a Global Note will not be

considered to be the owners or holders of any Note under the Indenture or the Notes. In addition, no

beneficial owner of an interest in a Global Note will be able to exchange or transfer that interest, except in

accordance with the applicable procedures of the depositary and (in the case of a Regulation S Global

Note) Euroclear or Clearstream (in addition to those under the Indenture), in each case to the extent

applicable (the "Applicable Procedures").

(2) Investors may hold their interests in a Regulation S Global Note directly through

Euroclear or Clearstream, if they are participants in such systems, or indirectly through organizations

which are participants in such systems. After the Distribution Compliance Period (but not earlier),

investors may also hold such interests other than through Euroclear or Clearstream. Euroclear and

Clearstream will hold interests in Regulation S Global Notes on behalf of their participants through

customers' securities accounts in their respective names on the books of their respective depositaries,

which in turn will hold such interests in such Regulation S Notes in customers' securities accounts in the

depositaries' names on the books of DTC. Investors may hold their interests in a Restricted Global Note

directly through DTC, if they are participants in such system, or indirectly through organizations which are

participants in such system.

(3) Payments of the principal of, and interest on, an individual Global Note registered in the

name of a depositary or its nominee will be made to the depositary or its nominee, as the case may be,

as the registered owner of the Global Note. None of the Issuer, the Trustee, the Note Registrar or any

Paying Agent will have any responsibility or liability for any aspect of the records relating to or payments

made on account of beneficial ownership interests in Global Notes or for maintaining, supervising or

reviewing any records relating to such beneficial ownership interests.
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(4) With respect to the Global Notes, the Issuer expects that the depositary for any Global
Note or its nominee, upon receipt of any payment of principal of or interest on such Global Note, will
credit the accounts of Participants with payments in amounts proportionate to their respective beneficial
interests in the principal amount of such Global Note as shown on the records of the depositary or its

nominee. The Issuer also expects that payments by Participants to owners of beneficial interests in such
Global Note held through such Participants will be governed by standing instructions and customary
practices, as is now the case with securities held for the accounts of customers registered in the name of

nominees for such customers. Such payments will be the responsibility of such Participants.

Definitive Notes

Interests in a Regulation S Note or a Restricted Note represented by a Global Note will be

exchangeable or transferable, as the case may be, for a Regulation S Note or a Restricted Note,
respectively, that is a Definitive Note if (a) DTC notifies the Issuer that it is unwilling or unable to continue

as depositary for such Note, (b) DTC ceases to be a "Clearing Agency" registered under the Exchange

Act, and a successor depositary is not appointed by the Issuer within 90 days, (c) the transferee of an

interest in such Global Note is required by law to take physical delivery of securities in definitive form,. (d)
any Regulation S Global Note becomes immediately due and payable following an Event of Default under

the Indenture, (e) DTC, Euroclear or Clearstream is closed for business for a continuous period of 14

days (other than by reason of holiday), (f) DTC, Euroclear or Clearstream announces an intention
permanently to cease business and no alternative clearance system satisfactory to the Issuer is available,

(g) as a result of any amendment to, or change in, the laws or regulations of the Cayman Islands or of

any authority therein or thereof having power to tax or in the interpretation or administration of such laws

or regulations which becomes effective on or after the Closing Date, the Issuer or any Paying Agent is or

will be required to make any deduction or withholding from any payment in respect of the Notes which

would not be required were the Notes in definitive form or (h) the Issuer so elects by notice to the holders

of the Notes, and DTC, Euroclear and/or Clearstream, as the case may be, do not object. Upon the

occurrence of any of the events described in the preceding sentence, the Issuer will cause Definitive

Notes bearing an appropriate legend (a "Legend") regarding restrictions on transfer to be delivered.

Upon the transfer, exchange or replacement of Definitive Notes bearing a Legend, or upon specific

request for removal of a Legend on a Note, the Issuers shall deliver through the Trustee or any Paying

Agent to the holder and the transferee, as applicable, one or more Definitive Notes in certificated form

corresponding to the principal amount of Definitive Notes surrendered for transfer, exchange or

replacement that bear such Legend, or will refuse to remove such Legend, as the case may be, unless,

there is delivered to the Issuer such satisfactory evidence, which may include an opinion of U.S. counsel,
as may reasonably be required by the Issuer that neither the Legend nor the restrictions on transfer set

forth therein is required to ensure compliance with the provisions of the Securities Act or the Investment

Company Act. Definitive Notes will be exchangeable or transferable for interests in other Definitive Notes

as described below.

Transfer and Exchange of Global Notes

(1) Transfer of a Regulation S Note (or any interest therein) to a transferee who takes

delivery of such Note (or interest therein) in the form of a Restricted Note (or any interest therein) may be

made before or after the end of the Distribution Compliance Period, in accordance with the Applicable

Procedures (in the case of Global Notes) and upon receipt by the Trustee, the Issuers and the Note

Registrar of a transfer certificate in the form provided in the Indenture to the effect that, among other

things, such transfer is being made (a) to a person whom the transferor reasonably believes is a Qualified

Institutional Buyer, acquiring such Notes (or any interest therein) for its own account and to whom notice

is given that the resale, pledge or other transfer is being made in reliance on the exemption from the
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registration requirements of the Securities Act provided by Rule 144A and a Qualified Purchaser, and (b)
in accordance with any applicable securities laws of any state of the United States and any other relevant
jurisdiction and from the transferee in the form provided for in the Indenture. An exchange or transfer of a
Note represented by a Definitive Note to a transferee who takes delivery of such Note in the form of a
Restricted Global Note may be made after the receipt by the Note Registrar or Transfer Agent, as the
case may be, of the Definitive Notes to be so exchanged or transferred and upon receipt by the Trustee
and the Issuers of a transfer certificate in the form provided in the Indenture.

An owner of a beneficial interest in a Regulation S Global Note may transfer such interest in the
form of a beneficial interest in such Regulation S Global Note without the provision of written certification,
provided that such transfer is not made to a U.S. Person or for the account or benefit of a U.S. Person
and is effected, prior to the expiration of the Distribution Compliance Period, through Euroclear or
Clearstream or, after the expiration of the Distribution Compliance Period, through a clearing system
other than Euroclear or Clearstream, in an offshore transaction as required by Regulation S.

(2) Transfer of a Restricted Note (or any interest therein) to a transferee who takes delivery
of such Note (or interest therein) in the form of a Regulation S Note will be made only in accordance with
the Applicable Procedures (in the case of Global Notes) and upon receipt by the Trustee, the Issuers and
the Note Registrar of a transfer certificate in the form provided in the Indenture to the effect that such
transfer is being made to a non-U.S. Person in an offshore transaction (within the meaning of Regulation
S) in accordance with Rule 904 of Regulation S. An exchange or transfer of a Note represented by a
Definitive Note to a transferee who takes delivery of such Note in the form of a Regulation S Global Note
may be made after the receipt by the Note Registrar or Transfer Agent, as the case may be, of the
Definitive Notes to be so exchanged or transferred and upon receipt by the Trustee and the Issuers of a
transfer certificate in the form provided in the Indenture.

An owner of a beneficial interest in a Restricted Global Note may transfer such interest in the
form of a beneficial interest in such Restricted Global Note without the provision of written certification if
the transferee is a Qualified Institutional Buyer and a Qualified Purchaser.

(3) Transfers between Participants in DTC will be effected in the ordinary way in accordance
with the Applicable Procedures and will be settled in immediately available funds. Transfers between
participants in Euroclear and Clearstream will be effected in the ordinary way in accordance with their
respective rules and operating procedures.

(4) Notes in the form of Definitive Notes may be exchanged or transferred in whole or in part
in the principal amount of authorized denominations by surrendering such Definitive Notes at the office of
the Note Registrar or any Transfer Agent with a transfer certificate in the form provided in the Indenture.
In addition, if the Definitive Notes being exchanged or transferred contain a Legend, additional
certifications to the effect that such exchange or transfer is in compliance with the restrictions contained in
such Legend may be required. With respect to any transfer of a portion of a Definitive Note, the
transferor will be entitled to receive, at any aforesaid office, a new Definitive Note representing the
principal amount retained by the transferor after giving effect to such transfer. Definitive Notes issued
upon any such exchange or transfer (whether in whole or in part) will be made available at the office of
the applicable Transfer Agent.

(5) For so long as any of the Notes are listed on the Irish Stock Exchange and the rules of
such exchange shall so require, the Issuers will have a paying agent for such Notes in Ireland and
payments on and transfers or exchanges of interests in such Notes may be effected through the Irish
Paying Agent. If the Irish Paying Agent is replaced at any time during such period, notice of the
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appointment of any replacement will be given to the Company Announcements Office of the Irish Stock
Exchange.

(6) No service charge will be made for exchange or registration of transfer of any Note but

the Trustee may require payment of a sum sufficient to cover any tax or governmental charge payable in

connection therewith and expenses of delivery (if any) not made by regular mail.

(7) Definitive Notes issued upon any exchange or registration of transfer of Notes will be

valid obligations of the Issuers, evidencing the same debt, and entitled to the same benefits, as the

Definitive Notes surrendered upon exchange or registration of transfer.

(8) The Trustee will effect transfers of Global Notes and, along with the Transfer Agents, will

effect exchanges and transfers of Definitive Notes. In addition, the Note Registrar will keep in the Note

Register records of the ownership, exchange and transfer of any Note in definitive form.

(9) The laws of some states require that certain persons take physical delivery of securities

in definitive form. Consequently, any transfer of beneficial interests in a Note represented by a Global

Note to such persons may require that such interests in a Global Note be exchanged for Definitive Notes.

Because DTC can only act on behalf of Participants, which in turn act on behalf of indirect Participants

and certain banks, the ability of a person having a beneficial interest in a Global Note to pledge such

interest to persons or entities that do not participate in the DTC system, or otherwise take actions in

respect of such interest, may require that such interest in a Global Note be exchanged for Definitive

Notes. Interests in a Global Note will be exchangeable for Definitive Notes only as described above.

(10) Subject to compliance with the transfer restrictions applicable to the Notes described

above and under "Transfer Restrictions," cross-market transfers between DTC, on the one hand, and
directly or indirectly through Euroclear or Clearstream participants, on the other, will be effected in DTC in

accordance with DTC rules on behalf of Euroclear or Clearstream, as the case may be, by its respective

depositary; however, such cross-market transactions will require delivery of instructions to Euroclear or

Clearstream, as the case may be, by the counterparty in such system in accordance with its rules and

procedures and within its established deadlines (Brussels time). Euroclear or Clearstream, as the case

may be, will, if the transaction meets its settlement requirements, deliver instructions to its respective

depositary to take action to effect final settlement on its behalf by delivering or receiving interests in a

Regulation S Global Note in DTC and making or receiving payment in accordance with normal

procedures for same-day funds settlement applicable to DTC. Clearstream participants and Euroclear

participants may not deliver instructions directly to the depositaries of Euroclear or Clearstream,
respectively.

(11) Because of time zone differences, cash received in Euroclear or Clearstream as a result

of sales of interests in a Regulation S Global Note by or through a Euroclear or Clearstream participant to

a DTC participant will be received with value on the DTC settlement date but will be available in the

relevant Euroclear or Clearstream cash account only as of the business day following settlement in DTC.

(12) DTC has advised the Issuers that it will take any action permitted to be taken by a holder

of Notes (including, without limitation, the presentation of Notes for exchange as described above) only at

the direction of one or more Participants to whose account the DTC interests in the Global Notes are

credited and only in respect of such portion of the aggregate principal amount of the Notes as to which

such Participant or Participants has or have given such direction. However, if there is an Event of Default

under the Notes, DTC will exchange the Global Notes for Definitive Notes, legended as appropriate,

which it will distribute to its Participants.
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(13) DTC has advised the Issuers as follows: DTC is a limited-purpose trust company
organized under the New York Banking Law, a "banking organization" within the meaning of the New
York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning
of the New York Uniform Commercial Code and a "clearing agency" registered pursuant to the provisions
of Section 17A of the Exchange Act. DTC was created to hold securities for its Participants and facilitate

the clearance and settlement of securities transactions between Participants through electronic book-

entry changes in accounts of its Participants, thereby eliminating the need for physical movement of

certificates. Participants include securities brokers and dealers, banks, trust companies and clearing

corporations and may include certain other organizations. Indirect access to the DTC system is available

to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial

relationship with a participant, either directly or indirectly ("indirect participants").

(14) Although DTC, Euroclear and Clearstream have agreed to the foregoing procedures in

order to facilitate transfers of interests in Global Notes among participants of DTC, Euroclear and

Clearstream, they are under no obligation to perform or continue to perform such procedures, and such

procedures may be discontinued at any time. None of the Issuer, the Co-Issuer and the Trustee will have

any responsibility for the performance by DTC, Euroclear or Clearstream or their respective Participants

or indirect participants of their respective obligations under the rules and procedures governing their

operations.

(15) The Issuer may impose additional transfer restrictions to comply with the USA PATRIOT

Act, or any similar laws or regulations to the extent they are applicable to the Issuer, and each holder of

Securities will be required to comply with such transfer restrictions.

Preference Shares

The Preference Shares will be issued in fully registered, definitive form, registered in the name of

the legal owner thereof (or a nominee acting on behalf of the disclosed legal owner thereof). No

Preference Share may be transferred except in accordance with the terms set forth in the Issuer Charter

and the Preference Share Paying Agency Agreement.

No Gross-Up

All payments made by the Issuer under the Notes will be made without any deduction or

withholding for or on the account of any tax unless such deduction or withholding is required by applicable

law, as modified by the practice of any relevant governmental revenue authority, then in effect. If the

Issuer is so required to deduct or withhold, then the Issuer will not be obligated to pay any additional

amounts in respect of such withholding or deduction.

The Indenture

The following summary describes certain provisions of the Indenture. The summary does not

purport to be complete and is subject to, and qualified in Its entirety by reference to, the provisions of the

Indenture.

Events of Default

An "Event of Default" is defined in the Indenture as:

(a) a default on any Distribution Date in the payment of any interest accrued during the
Interest Period immediately preceding such Distribution Date (i) on any Class A Note or

Class B Note, (ii) if there are no Class A Notes or Class B Notes outstanding, on any
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Class C Note, (iii) if there are no Class A Notes, Class B Notes or Class C Notes
outstanding, on any Class D Note or (iv) if there are no Class A Notes, Class B Notes,
Class C Notes, or Class D Notes outstanding, on any Class E Note, when the same
becomes due and payable, in each case which default continues for a period of three
Business Days (or, in the case of a failure to make such payment resulting, as certified in
writing by the Trustee, solely from an administrative error or omission by the Trustee, the
Administrator, any Paying Agent or the Note Registrar, seven days);

(b) a default in the payment of principal of any Note at its Stated Maturity or Redemption
Date or, in the case of a failure to make such payment resulting solely from an
administrative error or omission by the Administrator, the Trustee, any Paying Agent or
the Note Registrar which continues for a period of seven days;

(c) the failure on any Distribution Date to disburse amounts (other than a default in payment.
described in clause (a) or (b) above) available in the Interest Collection Account or
Principal Collection Account in accordance with the order of priority set forth above under
"-Priority of Payments", which failure continues for a period of two Business Days or, in
the case of a failure resulting solely from an administrative error or omission by the
Trustee, the Administrator, any Paying Agent or the Note Registrar, which failure
continues for a period of seven days;

(d) either of the Issuers becomes an investment company required to be registered under
the Investment Company Act;

(e) a default in the performance, or breach, of any other covenant or other agreement (other
than any covenant to meet the Collateral Quality Tests or the Coverage Tests) of the
Issuer or the Co-Issuer under the Indenture or any representation or warranty of the
Issuer or the Co-Issuer made in the Indenture or in any certificate or other writing
delivered pursuant thereto or In connection therewith proves to be incorrect in any
material respect when made, and the continuation of such default or breach for a period
of 30 days (or, if such default or breach has an adverse effect on the validity, perfection
or priority of the security interest granted under the Indenture, 15 days) after any of the
Issuer, the Co-Issuer or the Collateral Manager has actual knowledge thereof or after
notice thereof to the Issuer and the Collateral Manager by the Trustee or to the Issuer,
the Collateral Manager and the Trustee by the holders of at least 50% in aggregate
outstanding principal amount of Notes of the Controlling Class;

(f) certain events of bankruptcy, insolvency, receivership or reorganization of either of the
Issuers (as set forth in the Indenture);

(g) one or more final judgments being rendered against either of the Issuers that exceed, in
the aggregate, U.S.$1,000,000 (or such lesser amount as each Rating Agency may
specify) and which remain unstayed, undischarged and unsatisfied for 30 days after such
judgment(s) becomes nonappealable, unless adequate funds have been reserved or set
aside for the payment thereof; or

(h) the Class A-1 OC Ratio falls below 100%.

If either of the Issuers obtains knowledge, or has reason to believe, that an Event of Default has
occurred and is continuing, such Co-Issuer is obligated to promptly notify the Trustee, the Preference
Share Paying Agent, the Collateral Manager, the Noteholders, any Interest Rate Swap Counterparty, the
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Synthetic Security Counterparty, the Initial Investment Agreement Provider, the other of the Issuers and
each Rating Agency of such Event of Default in writing.

If an Event of Default occurs and is continuing (other than an Event of Default described in clause

(f) under "Events of Default" above), the Trustee (at the direction of the holders of a majority in aggregate
outstanding principal amount of the Controlling Class) by notice to the Issuers, or holders of a majority in

aggregate outstanding principal amount of the Controlling Class by notice to the Issuers and the Trustee,

may declare the principal of and accrued and unpaid interest on all of the Notes to be immediately due

and payable. If an Event of Default described in clause (f) above under "Events of Default" occurs, such
an acceleration will occur automatically and without any further action. Notwithstanding the foregoing, if
the sole Event of Default is an Event of Default described in clause (a) or clause (b) above under "Events

of Default" with respect to a default in the payment of any principal of or interest on the Notes of a Class

other than the Controlling Class, neither the Trustee nor the holders of such non-Controlling Class will

have the right to declare such principal and other amounts to be immediately due and payable. Any
declaration of acceleration may under certain circumstances be rescinded by the holders of at least a

majority in aggregate outstanding principal amount of Notes of the Controlling Class. The "Controlling
Class" will be the Class A-lb Notes or, if there are no Class A-lb Notes outstanding, the Class A-la

Notes or, if there are no Class A-ia Notes or Class A-1b Notes outstanding, the Class A-2 Notes or, if
there are no Class A-la Notes, Class A-lb Notes or Class A-2 Notes outstanding, the Class B Notes or, if
there are no Class A-lb Notes, Class A-la notes, Class A-2 notes or Class B Notes outstanding, the

Class C Notes or, if there are no Class A-1b Notes, Class A-la notes, Class A-2 notes, Class B Notes or

Class C Notes outstanding, the Class D Notes or, if there are no Class A-lb Notes, Class A-la notes,
Class A-2 notes, Class B Notes, Class C Notes or Class D Notes outstanding, the Class E Notes.

If an Event of Default occurs and is continuing when any Note is outstanding, the Trustee will

retain the Collateral intact and collect all payments in respect of the Collateral and continue making
payments in the manner described under "-Priority of Payments" unless:

(a) the Trustee, or an independent investment banking firm of national reputation selected by
the Trustee at the expense of the Issuer, determines that the anticipated net proceeds of
a sale or liquidation of such Collateral would be sufficient to discharge in full the amounts
then due and unpaid on the Notes and certain administrative expenses (including any
amounts due to the Collateral Manager and any Interest Rate Swap Counterparty) in
accordance with the Priority of Payments and the holders of a majority in aggregate
outstanding principal amount of the Controlling Class agree with such determination;

(b) the holders of at least 66 2/3% in aggregate outstanding principal amount of each Class
of the Notes voting as a separate Class (and (i) any Interest Rate Swap Counterparty,
unless no early termination payment would be owing by the Issuer to the relevant Interest
Rate Swap Counterparty or it will be paid in full all amounts owing to it by the Issuer and
(ii) the Synthetic Security Counterparty, unless no payment would be owing by the Issuer
to the Synthetic Security Counterparty or it will be paid in full all amounts owing to it by
the Issuer) direct, subject to the provisions of the Indenture, the sale of the Collateral; or

(c) with respect to an Event of Default pursuant to paragraph (a), (b) or (h) of the definition of
Event of Default the Holders of at least sixty-six and two-thirds percent (66 %) of the

Aggregate Outstanding Amount of the Controlling Class, so long as any Class A-1 Notes
remain Outstanding, direct the sale and liquidation of the Collateral.

If an Event of Default occurs and is continuing and condition (a), condition (b) or condition (c)

above is satisfied, the Trustee will liquidate the Collateral, including the termination or novation of the
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Synthetic Securities, and terminate any Interest Rate Swap Agreement and, on the second Business Day
(the "Accelerated Maturity Date") following the Business Day on which the Trustee notifies the Issuer,
the Collateral Manager and each Rating Agency that such liquidation and such termination is completed,
apply the proceeds thereof, net of reasonable costs of collection and enforcement, in accordance with the
Priority of Payments described above under "Priority of Payments-Interest Proceeds" and "Priority of
Payments-Principal Proceeds." The Accelerated Maturity Date will be treated as a Distribution Date.

The holders of a majority in aggregate outstanding principal amount of Notes of the Controlling
Class will have the right to direct the Trustee in the conduct of any proceedings for any remedy available
to the Trustee, provided that (a) such direction will not conflict with any rule of law or the Indenture; (b) the
Trustee may take any other action not inconsistent with such direction (and the Trustee need not take any
action whether pursuant to direction from the Controlling Class or otherwise that it determines might
involve it in liability unless it has received indemnity against such liability as set forth in (c)); (c) the
Trustee has been provided with indemnity satisfactory to it; and (d) any direction to undertake a sale of
the Collateral may be made only as described in the preceding paragraph.

Pursuant to the Indenture, as security for the payment by the Issuer of the compensation and
expenses of the Trustee and any sums the Trustee may be entitled to receive as indemnification by the
Issuer, the Issuer will grant the Trustee a lien on the Collateral, which lien is senior to the lien of the
Secured Parties. The Trustee's lien will be exercisable by the Trustee only if the Notes have been
declared due and payable following an Event of Default and such acceleration has not been rescinded or
annulled.

Subject to the provisions of the Indenture relating to the duties of the Trustee, in case an Event of
Default occurs and is continuing, the Trustee will be under no obligation to exercise any of the rights or
powers under the Indenture at the request of any holders of any of the Notes, unless such holders have
offered to the Trustee reasonable security or indemnity.

The holders of a majority in aggregate outstanding principal amount of Notes of the Controlling
Class, acting together with each Synthetic Security Counterparty, may, prior to the time a judgment or
decree for the payment of money due has been obtained by the Trustee, waive any past default on behalf
of the holders of all the Notes and its consequences, except a default in the payment of the principal of
any Note or in the payment of interest (including any Deferred Interest, Defaulted Interest or interest
thereon) on the Class A Notes or, after the Class A Notes have been paid in full, the Class B Notes or,
after the Class B Notes have been paid in full, the Class C Notes, after the Class C Notes have been paid
in full, the Class D Notes, or after the Class D Notes are paid in full, the Class E Notes, or in respect of a
provision of the Indenture that cannot be modified or amended without the waiver or consent of the holder
of each outstanding Note affected thereby or arising as a result of an Event of Default described in clause
(d) above under "Events of Default." Notwithstanding any such grant of a waiver, an Interest Rate Swap
Counterparty may rescind such waiver by notice to the Trustee, the Collateral Manager, each Synthetic
Security Counterparty and the holders of the Controlling Class of Notes (given within five Business Days
after receipt of notice of such waiver) if the relevant Interest Rate Swap Counterparty delivers a
certification to the effect that such waiver will have a material and adverse effect on such Interest Rate
Swap Counterparty.

No holder of a Note will have the right to institute any proceeding with respect to the Indenture
unless (a) such holder previously has given to the Trustee written notice of an Event of Default, (b) except
in certain cases of a default in the payment of principal or interest, the holders of at least 50% in
aggregate outstanding principal amount of the Notes of the Controlling Class have made a written request
upon the Trustee to institute such proceedings in its own name as Trustee and such holders have offered
the Trustee reasonable indemnity, (c) the Trustee has for 30 days failed to institute any such proceeding
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and (d) no direction inconsistent with such written request has been given to the Trustee during such 30-
day period by the holders of a majority in aggregate outstanding principal amount of the Notes of the

Controlling Class.

In determining whether the holders of the requisite percentage of Notes or requisite percentage in

interest of Preference Shareholders have given any direction, notice or consent, (a) Notes owned by the

Issuer, the Co-Issuer or any affiliate thereof shall be disregarded and deemed not to be outstanding and

(b) in relation to any assignment or termination of the Management Agreement (including the exercise of

any right to remove the Collateral Manager or terminate the Management Agreement) or any amendment
or other modification of the Management Agreement or the Indenture increasing the rights or decreasing
the obligations of the Collateral Manager, Collateral Manager Securities shall be disregarded and deemed

not to be outstanding. Collateral Manager Securities shall be disregarded and deemed not to be

outstanding for purposes of determining whether holders of the requisite percentage in interest of

Preference Shares have approved certain acquisitions of Underlying Assets from the Collateral Manager

or its Affiliates. The Collateral Manager and its Affiliates will be entitled to vote Notes and Preference
Shares held by them with respect to all matters other than those described in the foregoing clause (b)
(including the selection of or consent to a successor collateral manager that is not an Affiliate of the

existing Collateral Manager). The term "Collateral Manager" for purposes of this paragraph includes any
successor or successors to HBK Investments L.P. and any of HBK Investments L.P.'s affiliated

subadvisors.

Notices

Notices to the Noteholders will be given by first-class mail, postage prepaid, to the registered

Noteholders at their addresses appearing in the Note Register. In addition, for so long as any of the

Notes are listed on the Irish Stock Exchange and the rules of such exchange so require, notices will also

be given to the Company Announcements Office of the Irish Stock Exchange.

Modification of the Indenture

With the consent of (a) the holders of not less than a majority of each Class materially and

adversely affected thereby and all of the Preference Shareholders if materially and adversely affected

thereby, (b) the consent of any Interest Rate Swap Counterparty adversely affected thereby, (c) the

consent of the Synthetic Security Counterparty adversely affected thereby, and (c) the consent of the

Initial Investment Agreement Provider adversely affected thereby, the Trustee and Issuers may enter into

one or more indentures to add any provisions to, or change in any manner or eliminate any of the

provisions of, the Indenture or modify in any manner the rights of the Noteholders of such Class, the

Preference Shareholders, any Interest Rate Swap Counterparty, Synthetic Security Counterparty or the

Initial Investment Agreement Provider, as the case may be, under the Indenture. Unless notified by
holders of a majority in aggregate outstanding principal amount of any Class of Notes, a Majority-in-

Interest of Preference Shareholders, any Interest Rate Swap Counterparty, the Synthetic Security

Counterparty or the Initial Investment Agreement Provider that such Class of Notes or the Preference

Shares, as the case may be, will be materially and adversely affected, or any Interest Rate Swap

Counterparty will be adversely affected, or the Synthetic Security Counterparty will be adversely affected,

or the Initial Investment Agreement Provider will be adversely affected, the Trustee may, consistent with

the written advice of counsel, determine whether or not such Class of Notes or the Preference Shares

would be materially and adversely affected, or any Interest Rate Swap Counterparty would be adversely

affected, or the Synthetic Security Counterparty would be adversely affected, or the Initial Investment

Agreement Provider would be adversely affected, by such change (after giving 15 Business Days' notice

of such change to the holders of such Class of Notes, the Preference Shareholders, any Interest Rate

Swap Counterparty and the Initial Investment Agreement Provider). Such determination shall be
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conclusive and binding on all present and future Noteholders, the Preference Shareholders, any Interest
Rate Swap Counterparty, the Synthetic Security Counterparty and the Initial Investment Agreement
Provider.

Notwithstanding the foregoing, the Trustee may not enter into any supplemental indenture without
the consent of each holder of each outstanding Note of each Class affected thereby and each Preference
Shareholder if the Preference Shares are affected by the supplemental indenture if such supplemental
indenture:

(a) changes the Stated Maturity of any Note or the scheduled redemption date of the
Preference Shares or the due date of any installment of interest on any Note or
distribution of Excess Interest in respect of a Preference Share, reduces the principal
amount of any Note or the rate of interest thereon, or the redemption price with respect to
any Note or Preference Share, changes the earliest date on which the Issuer may
redeem any Note or Preference Share or the amount of Excess Interest or Excess
Principal Proceeds payable in respect of a Preference Share, changes the provisions of
the Indenture relating to the application of proceeds of any Collateral to the payment of
principal of or interest on the Notes or the payment of Excess Interest and Excess
Principal Proceeds in respect of the Preference Shares, changes any place where, or the
coin or currency in which, any Note or any Preference Share, or the principal thereof or
interest thereon or any Excess Interest or Excess Principal Proceeds in respect thereof,
respectively, is payable, or impairs the right to institute suit for the enforcement of any
such payment on or after the Stated Maturity thereof or the scheduled redemption date of
the Preference Shares (or, in the case of redemption, on or after the applicable
redemption date);

(b) reduces the percentage in aggregate outstanding principal amount of holders of Notes of
each Class or the percentage of Preference Shares whose consent is required for the
authorization of any supplemental indenture or for any waiver of compliance with
applicable provisions of the Indenture or certain defaults thereunder or their
consequences;

(c) impairs or adversely affects the Collateral pledged under the Indenture except as
otherwise permitted thereby;

(d) permits the creation of any lien ranking prior to or on a parity with the lien created by the
Indenture with respect to any part of the Collateral or terminates such lien on any
property at any time subject thereto or deprives the holder of any Note of the security
afforded by the lien created by the Indenture;

(e) reduces the percentage of the aggregate outstanding principal amount of holders of
Notes of each Class whose consent is required to request that the Trustee preserve the
Collateral pledged under the Indenture or rescind the Trustee's election to preserve the
Collateral or to sell or liquidate the Collateral pursuant to the Indenture;

(f) modifies any of the provisions of the Indenture with respect to supplemental indentures
requiring the consent of Noteholders except to increase the percentage of outstanding
Notes (or percentage of Preference Shares) whose holders' consent is required for any
such action or to provide that other provisions of the Indenture cannot be modified or
waived without the consent of the holder of each outstanding Note or Preference Share
affected thereby;
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(g) modifies the definition of the term "Outstanding," the Priority of Payments or the
subordination provisions of the Indenture;

(h) changes the permitted minimum denominations of any Class of Notes or the minimum
number of Preference Shares; or

(i) modifies any of the provisions of the Indenture in such a manner as to affect the
calculation of the amount of any payment of interest on or principal of any Note or the
calculation of the amount of Excess Interest or Excess Principal Proceeds with respect to
the Preference Shares on any Distribution Date or the right of the Noteholders or the
Preference Shareholders to the benefit of any provisions for the redemption of such
Notes or Preference Shares contained in the Indenture;

provided that no such supplemental indenture shall modify the rights of the Preference Shareholders
without the written consent of each Preference Shareholder. At any time that any Class of Notes is rated

by any Rating Agency, the Trustee shall not enter into any such supplemental indenture if, as a result of

such supplemental indenture, the Rating Condition would not be satisfied with respect to such

supplemental indenture, unless each holder of Notes of each Class whose rating will be reduced or

withdrawn has consented to such supplemental indenture and each such Noteholder was notified prior to

or at the time of its consent that a reduction or withdrawal of Standard & Poor's ratings was likely to occur.

The Issuers and the Trustee may also enter into supplemental indentures without obtaining the

consent of the holders of any Notes or Preference Shares or any Interest Rate Swap Counterparty, the

Synthetic Security Counterparty or the Initial Investment Agreement Provider in order to, among other
things:

(a) evidence the succession of any person to the Issuer or the Co-Issuer and the assumption
by such successor of the covenants in the Indenture and the Notes or to change the
name of the Issuer or the Co-Issuer;

(b) add to the covenants of the Issuers or the Trustee for the benefit of the holders of all of

the Notes and Preference Shares or to surrender any right or power conferred upon the
Issuers;

(c) convey, transfer, assign, mortgage or pledge any property to or with the Trustee;

(d) evidence and provide for the acceptance of appointment under the Indenture by a
successor trustee, collateral manager, listing agent, calculation agent, custodian,

securities intermediary, note registrar, paying agent and/or collateral administrator and
the compensation thereof and to add to or change any of the provisions of the Indenture
as shall be necessary to facilitate the administration of the trusts under the Indenture by
more than one Trustee;

(e) correct or amplify the description of any property at any time subject to the lien created by
the Indenture, or to better assure, convey and confirm unto the Trustee any property
subject or required to be subject to the lien created by the Indenture (including, without
limitation, any and all actions necessary or desirable as a result of changes in law or
regulations) or to subject to the lien created by the Indenture any additional property;

(f) make administrative and other non-material changes as the Issuer deems appropriate;

(g) obtain ratings on one or more Classes of Notes from any rating agency-
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(h) with the prior written consent of the Collateral Manager, modify the restrictions on and
procedures for resales and other transfers of the Notes to reflect any changes in
applicable law or regulation (or the interpretation thereof) or to enable the Issuers to rely
upon any less restrictive exemption from registration under the Securities Act or the
Investment Company Act or to remove restrictions on resale and transfer to the extent
not required thereunder;

(i) with the prior written consent of the Collateral Manager, correct any inconsistency, defect
or ambiguity in the Indenture;

(j) with the prior written consent of the Collateral Manager, modify the restrictions on and
procedures for resales and other transfers of the Notes to reflect any changes in
applicable law or regulation (or the interpretation thereof) or in accordance with the USA
PATRIOT Act, or other similar applicable laws or regulations to enable the Issuers to rely
upon any less restrictive exemption from registration under the Securities Act or the
Investment Company Act or to remove restrictions on resale and transfer to the extent
not required thereunder;

(k) avoid the imposition of tax on the net income of the Issuer (or to reduce the amount of
such tax payable by the Issuer) or of withholding tax on any payment to the Issuer, or
prevent the Noteholders, the Preference Shareholders or the Trustee from being subject
to withholding or other taxes, fees or assessments, or prevent the Issuer from being
treated as engaged in a United States trade or business for U.S. federal income tax
purposes or otherwise subject to U.S. federal, state, local or foreign income or franchise
tax on a net income tax basis, or avoid the Issuer being required to register as an
investment company under the Investment Company Act (or to reflect any change
permitted by the Indenture to avoid the occurrence of a Tax Event or the existence of a
Tax Materiality Condition); provided that such action will not cause the Noteholders to be
adversely affected to any material extent by any change to the timing, character or
source of the income from the Note;

(1) with the prior written consent of the Collateral Manager, to avoid the consolidation of the
Issuer with the Collateral Manager on the financial statements of the Collateral Manager;

(m) accommodate the issuance of any Class of Notes as definitive notes;

(n) if 100% of the Preference Shareholders request in writing to the Issuer and the Trustee,
accommodate the issuance of additional Preference Shares with terms identical to those
of the existing Preference Shares;

(o) if the Collateral Manager consents, modify the Auction Procedures; and

(p) correct any manifest error in any provision of the Indenture upon receipt by the Trustee of
written direction from the Issuers describing in reasonable detail such error and the
modification necessary to correct such error;

provided that, in each such case, such supplemental indenture would not materially and adversely affect
any holder of Notes or any Preference Shareholder or adversely affect any Interest Rate Swap
Counterparty, the Synthetic Security Counterparty or the Initial Investment Agreement Provider. Unless
notified by holders of a majority in aggregate outstanding principal amount of Notes of any Class, a
Majority-in-Interest of Preference Shareholders, any Interest Rate Swap Counterparty, the Synthetic
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Security Counterparty or the Initial Investment Agreement Provider that such Class or the Preference

Shareholders will be materially and adversely affected, or any Interest Rate Swap Counterparty will be

adversely affected, or the Synthetic Security Counterparty will be adversely affected, or the Initial

Investment Agreement Provider will be adversely affected, the Trustee may rely upon an opinion of

counsel as to whether the interests of any Noteholder or Preference Shareholder would be materially and

adversely affected, or any Interest Rate Swap Counterparty would be adversely affected, or the Synthetic

Security Counterparty would be adversely affected, or the Initial Investment Agreement Provider would be

adversely affected, by any such supplemental indenture (after giving ten days' notice of such change to

each Noteholder, Preference Shareholder, any Interest Rate Swap Counterparty, the Synthetic Security

Counterparty and the Initial Investment Agreement Provider). The Trustee may not enter into any such

supplemental indenture if, with respect to such supplemental indenture, the Rating Condition would not

be satisfied; unless (i) each holder of Notes of each Class with respect to which the Rating Condition

would not be satisfied consents to such supplemental indenture and (ii) each such Noteholder was

notified prior to or at the time of its consent that a reduction or withdrawal of Standard & Poor's ratings

was likely to occur.

Notwithstanding any of the foregoing, the Trustee may not enter into any supplemental indenture

without the prior written consent of the Collateral Manager, any Interest Rate Swap Counterparty, the

Synthetic Security Counterparty or the Initial Investment Agreement Provider, if such supplemental

indenture adversely affects such party (as determined by such party in its reasonable judgment) in any

respect or changes the rights or obligations of such party in any respect.

Modification of Certain Other Documents

Prior to entering into any amendment or other modification of, or consenting to or directing any

assignment or termination of the Management Agreement or any Interest Rate Swap Agreement, the

Issuer is required by the Indenture to obtain the written confirmation of each Rating Agency that the

Rating Condition is satisfied with respect to such amendment, modification, assignment or termination.

Prior to entering into any waiver in respect of any of the foregoing agreements, the Issuer is required to

provide each Rating Agency, the Collateral Manager, any Interest Rate Swap Counterparty, the Synthetic

Security Counterparty, the Controlling Class of Notes (for so long as any Class A-1 Notes remain

Outstanding) and the Trustee with written notice of such waiver. The Indenture also provides that the

Issuer may not amend or modify, or consent to or direct any assignment or termination of the

Administration Agreement without the prior written consent of a Special-Majority-in-Interest of Preference

Shareholders, any interest Rate Swap Counterparty and the Synthetic Security Counterparty (if such

Interest Rate Swap Counterparty or Synthetic Security Counterparty would be adversely affected

thereby). The Synthetic Security Counterparty will be an express third party beneficiary of the Indenture.

Consolidation, Merger or Transfer of Assets

Except under the limited circumstances set forth in the Indenture, neither of the Issuers may

consolidate with, merge into, or transfer or convey all or substantially all of its assets to, any other

corporation, partnership, trust or other person or entity.

Petitions for Bankruptcy

The Indenture provides that the Noteholders agree not to cause the filing of a petition for winding

up or a petition in bankruptcy -against the Issuer or the Co-Issuer before one year (or, if longer, the

applicable preference period then in effect, including any period established pursuant to the laws of the

Cayman Islands) and one day have elapsed since the payment in full of all Notes.
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Satisfaction and Discharge of Indenture

The Indenture will be discharged with respect to the Collateral upon delivery to the Trustee for
cancellation of all of the Notes, or, within certain limitations (including the obligation to pay principal and
interest, including Deferred Interest, Defaulted Interest and interest on Defaulted Interest), upon deposit
with the Trustee of funds sufficient for the payment or redemption thereof and the payment by the Issuers
of all other amounts due under the Notes, the Indenture, any Interest Rate Swap Agreement (including all
relevant termination payments), the Administration Agreement, the Preference Share Paying Agency
Agreement and the Management Agreement.

Trustee

Deutsche Bank Trust Company Americas will be the Trustee under the Indenture. The Issuers,
the Collateral Manager and their respective affiliates may maintain other banking relationships in the
ordinary course of business with the Trustee. The payment of the fees and expenses of the Trustee is

solely the obligation of the Issuers. The Trustee and its affiliates may receive compensation in
connection with the investment of trust assets in certain Eligible Investments as provided in the Indenture.

Eligible Investments may include investments for which the Trustee and/or its affiliates provide services.
The Indenture contains provisions for the indemnification of the Trustee for any loss, liability or expense
incurred without negligence, willful misconduct or bad faith on its part, arising out of or in connection with

the acceptance or administration of the Indenture. Pursuant to the Indenture, the Issuer has granted to

the Trustee a lien senior to that of the Noteholders to secure payment by the Issuer of the compensation
and expenses of the Trustee and any sums the Trustee may be entitled to receive as indemnification by
the Issuer under the Indenture (subject to the dollar limitations set forth in the Priority of Payments with

respect to any Distribution Date), which lien the Trustee is entitled to exercise only under certain
circumstances. The Trustee may resign at any time by giving written notice of such resignation to the

Preference Share Paying Agent, the Issuers, the Noteholders, the Collateral Manager and each Rating
Agency. The Trustee may be removed by 66 2/3% in aggregate outstanding principal amount of the

Notes (voting together as a single Class) or, at any time when an Event of Default shall have occurred
and be continuing or when a successor Trustee has been appointed pursuant to the Indenture, by a

majority in aggregate outstanding principal amount of the Controlling Class. No resignation or removal of

the Trustee will become effective until the acceptance of the appointment of a successor Trustee. In the

Indenture, the Trustee will agree not to cause the filing of a petition for winding up or a petition in

bankruptcy against the Issuers for nonpayment to the Trustee of amounts payable thereunder until at

least one year, or if longer, the applicable preference period then in effect including any period
established pursuant to the laws of the Cayman Islands, and one day after the payment in full of all of the

Notes.

Characterization of the Notes

The Issuer will treat the Notes as indebtedness of the Issuer for U.S. federal, state and local

income tax purposes. The Indenture will provide that each holder, by accepting a Note, agrees not to

take any action inconsistent with such treatment unless required by law.

Governing Law

The Notes, the Indenture, the Subscription Agreement, the Management Agreement, the

Collateral Administration Agreement, any Interest Rate Swap Agreement, each Synthetic Security, the
Initial Investment Agreement, the Preference Share Paying Agency Agreement and the Note Purchase
Agreement will be governed by the law of the State of New York. The Issuer Charter, the Preference
Shares and the Administration Agreement will be governed by the law of the Cayman Islands.
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Reorts

The Issuer will deliver, or cause to be delivered, a monthly report (the "Monthly Report"), except
for the months when it prepares the Note Valuation Report described below, containing certain
information regarding, among other things, the characteristics and performance of the Underlying Assets
included in the Collateral. The Issuer will deliver, or cause to be delivered, as of each Determination
Date, a report (the "Note Valuation Report"), containing certain information regarding, among other
things, the aggregate principal amount of, and payments of interest on or principal of, the Notes and the
information with respect to the Underlying Assets normally included in the Monthly Report. In connection
with the Monthly Report, the Issuer also shall provide, or cause to be provided, certain monitoring
information to each Rating Agency as set forth in the Indenture. The Note Valuation Report will be
delivered no later than 2 Business Days prior to the relevant Distribution Date.

Collateral Administrator

On or before the Closing Date, the Issuer shall enter into a collateral administration agreement
(the "Collateral Administration Agreement") among the Issuer, the Collateral Manager and Deutsche
Bank Trust Company Americas, as collateral administrator (in such capacity, the "Collateral
Administrator"), pursuant to which. the Collateral Administrator will assist the Issuer in certain data
collection and compellation functions with respect to the Underlying Assets.
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CERTAIN TERMS OF THE PREFERENCE SHARES

The following summary describes certain terms and conditions applicable to the Preference
Shares. This summary, together with other portions of this Offering Circular summarizing terms and
conditions applicable to the Preference Shares, does not purport to be complete and is subject to, and
qualified in its entirety by reference to, the provisions of the Indenture, the Issuer Charter and the
Preference Share Paying Agency Agreement.

General

The Issuer is hereby offering 59,500 of its Preference Shares, par value U.S. $0.01 per share and
a liquidation preference of $1,000 per share (the "Preference.Shares). The Preference Shares will be
fully paid and non-assessable upon completion of such offering.

The net proceeds from the issuance of the Preference Shares, together with the net proceeds
from the issuance of the Notes, will be used by the Issuer to purchase Underlying Assets and other
Eligible Investments, all of which will be included in the Collateral and, pursuant to the Indenture, will be
pledged by the Issuer to secure the Notes.

Even though each Preference Share has been assigned a liquidation preference of $1,000
per share, there is no assurance that, in the context of a liquidation of the Issuer, there will be
sufficient funds to pay $1,000 per share to each holder of the Preference Shares.

Under the terms of the Preference Share Paying Agency Agreement, Deutsche Bank Trust
Company Americas, acting through an affiliate or agent located outside the United States, will be the
initial paying agent for the Preference Shares (in such capacity, the "Paying Agent"). The Issuer may not
appoint a Paying Agent that does not have offices located outside the United States or does not use an
affiliate or agent located outside the United States. Payments of dividends on the Preference Shares will
be made from funds available in the Collection Accounts and released to the Paying Agent by the Trustee
under the Indenture. All interest and principal payments on the Underlying Assets will be deposited
directly into the Collection Accounts and, together with any reinvestment income thereon, will be
available, subject to the Priority of Payments described in the Note Offering Circular, for the payment of
certain of the Issuer's expenses (including the payment of the Management Fee to the Collateral
Manager) and the payment of amounts payable with respect to the Notes, and then for the payment of
amounts payable with respect to the Preference Shares. See "Description of the Notes-Priority of
Payments" in the Note Offering Circular.

Payments on the Preference Shares will be made pursuant to certain procedures established by
the Paying Agent under the Preference Share Paying Agency Agreement; provided that any final
payment will be made upon presentation and surrender of the share certificates at the office of the Paying
Agent. Payments on Rule 144A Preference Shares may be made in the United States by a United States
dollar check drawn by the Paying Agent on a United States dollar account maintained by the Paying
Agent or, at the request of any Preference Shareholder, by wire transfer from such account. In the case
of Regulation S Global Preference Shares, payments will be made (i) by United States dollar check, by
the Paying Agent mailing the same from an address located outside the United States, or (ii) at the
request of any Preference Shareholder, by wire transfer from the account of the Paying Agent, acting
though its affiliate or agent located outside of the United States, to a United States dollar account
maintained by such Preference Shareholder at a bank outside of the United States.
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Status of the Preference Shares

The Preference Shares are equity in the Issuer and are not secured by the Collateral securing the
Notes. As such, the Preference Shareholders will, on a winding up of the Issuer, rank behind all of the
creditors, whether secured or unsecured and known or unknown, of the Issuer, including, without
limitation, the Noteholders, any Interest Rate Swap Counterparty, the Synthetic Security Counterparty,
the Initial Investment Agreement Provider and any judgment creditors.

Payments in respect of the Preference Shares are subject to certain requirements imposed by
Cayman Islands law. Any amounts paid by the Preference Share Paying Agent as distributions by way of
dividend on the Preference Shares will be payable only if the Issuer has sufficient distributable profits
and/or share premium. In addition, such distributions and the payment of Excess Principal Proceeds
upon redemption of the Preference Shares will be payable only to the extent that the Issuer is and
remains solvent after such distributions are paid. Under Cayman Islands law, a company is generally
deemed solvent if it is able to pay its debts as they come due.

To the extent the requirements under Cayman Islands law described in the preceding paragraph
are not met, amounts otherwise payable to the Preference Shareholders will be retained in the
Preference Share Payment Account until, in the case of any payment by way of dividend which would
otherwise be payable other than on a redemption date of the Preference Shares, the next succeeding
Distribution Date, or, in the case of any payment which would otherwise be payable on a redemption date
of the Preference Shares, the next succeeding Business Day, in each case on which the Issuer notifies
the Preference Share Paying Agent that such requirements are met. Amounts on deposit in the
Preference Share Payment Account will not be available to pay amounts due to the Noteholders, the
Trustee, the Collateral Manager, the Administrator, any Interest Rate Swap Counterparty or any other
creditor of the Issuer whose claim is limited in recourse to the Collateral. However, amounts on deposit in
the Preference Share Payment Account may be subject to the claims of creditors of the Issuer that have
not contractually limited their recourse to the Collateral.

Rights of Consent of the Preference Shareholders

Set forth below is a summary of certain matters with respect to which the consent of the

Preference Shareholders is required or in respect of which the Preference Shareholders may give
directions. This summary is not meant to be an exhaustive list.

Optional Redemption of the Notes: On any Distribution Date on or after the March 2010
Distribution Date, the Notes may, subject to satisfaction of certain conditions described herein, be
redeemed (in whole but not in part) at the direction of the holders of at least sixty-six and two

thirds percent (66 2/3%) of the Preference Shares, as described under "Description of the
Notes-Optional Redemption."

Tax Redemption of the Notes: On any Distribution Date, the Notes may, subject to satisfaction of
certain conditions described herein, be redeemed (in whole but not in part) at the direction of a
Majority-in-Interest of the Preference Shareholders; provided that, the Controlling Class may only
direct a Tax Redemption in the event that, as a result of the relevant Tax Event, on a previous
Payment Date one or more of the Class A-la Notes, Class A-1b Notes, Class A-2 Notes or Class
B Notes did not receive the amount that it otherwise would have received under the Priority of

Payments in the absence of such Tax Event as described under "Description of the Notes-Tax
Redemption."
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The Management Agreement For a description of certain of the rights of the Preference
Shareholders in relation to the removal of the Collateral Manager and the appointment of a
successor Collateral Manager, see "The Management Agreement."

The Indenture: The Issuer is not permitted to enter into a supplemental indenture without the
consent of the Preference Shareholders, if materially and adversely affected thereby.

Auction Call Redemption of the Preference Shares

The Preference Shares will be. subject to redemption pursuant to an Auction Call Redemption
occurring on or after the First Auction Call Date under the circumstances described under "Description of
the Notes-Auction Call Redemption."

Distributions

On each Distribution Date beginning with the First Distribution Date and ending on the Final
Redemption Date, the Paying Agent, on behalf of the Preference Shareholders, will be entitled to receive
from the Trustee (for payment to the Preference Shareholders as a dividend or, on the Final Redemption
Date, to redeem the Preference Shares pursuant to the Preference Share Paying Agency Agreement and
in accordance with the Issuer Charter) all Excess Interest and all Excess Principal Proceeds and other
funds received during the most recently ended Collection Period and remaining after payment by the
Trustee on such date of all payments that take priority over payments to the Paying Agent (for the benefit
of the Preference Shareholders) under the Indenture. Such Excess Interest and Excess Principal
Proceeds are referred to herein collectively as "Excess Cash Flows".

Failure to satisfy any of the Coverage Tests described under "Description of the Notes" in the
Note Offering Circular may result in temporary or permanent diversion of all or a portion of amounts
otherwise payable to the Paying Agent as Excess Interest and, therefore, of any amount payable on the
Preference Shares. In addition, on any Distribution Date occurring after the March 2010 Distribution Date,
an amount equal to 15% of the Excess Interest that would otherwise be distributed to Preference
Shareholders on the related Distribution Date (after the payment of certain other amounts thereto) will be
used instead to repay principal of the Class D Notes until the Class D Notes are paid in full. Preference
Shareholders are entitled to share ratably in all assets remaining after payment of all liabilities of the
Issuer, including the Notes.

Dividends

Pursuant to a Preference Share Paying Agency Agreement, to be dated as of the Closing Date
(the "Preference Share Paying Agency Agreement"), between the Issuer and Deutsche Bank Trust
Company Americas, acting through an affiliate or agent outside the United States (the "Paying Agent"),
on each Distribution Date, the Preference Shares will be entitled to receive dividends in an amount equal
to all Excess Cash Flows received by the Paying Agent on such Distribution Date, without requiring any
declaration of such dividends by the Issuer's board of directors.

The Issuer Charter and resolutions passed by the Issuers board of directors will provide for the
payment of dividends on the Preference Shares, without requiring any declaration by the board of
directors, on each Distribution Date, other than the Final Redemption Date, in an amount equal to the
amount of all Excess Cash Flows paid to the Paying Agent by the Trustee on such Distribution Date
pursuant to the Indenture.

Such dividends, if any, will be paid on each Distribution Date, other than the Final Redemption
Date, to the Preference Shareholders in whose names the Preference Shares are registered at the close
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of business fifteen days prior to the applicable Distribution Date (the "Record Date"). All dividend

payments will be made pro rata according to the number of Preference Shares held by such Preference
Shareholders.

The payment of such dividends will be subject to the Issuer having sufficient distributable profits
or "share premium" (being the difference between the aggregate liquidation preference of the Preference
Shares and the aggregate par value of the Preference Shares) out of which to pay such amounts and, in

the case of a payment from share premium, the Issuer being able to pay its debts as they fall due in the

ordinary course of its business.

Governing Law

The Preference Share Paying Agency Agreement and the Subscription Agreement will be

governed by the law of the State of New York. The Issuer Charter and the Preference Shares will be

governed by the law of the Cayman Islands.

Notices

Notices to the Preference Shareholders will be in writing, and will be mailed, first-class postage

prepaid or overnight delivery, or sent via facsimile or e-mail by the Paying Agent, acting through its

affiliate or agent located outside the United Stated, from outside the United States to each of the

registered holders as reflected in the Preference Share Register.

Form, Minimum Lots, Registration and Transfer

General

The Preference Shares will be subject to certain restrictions on transfer set forth therein and in

the Issuer Charter and may bear a legend regarding such restrictions.

Preference Shares initially offered in the U.S. in reliance upon an exemption from the registration

requirements of the Securities Act provided by Section 4(2) thereof (i) to a limited number of Institutional

Accredited Investors (within the meaning of rule 501(a)(1), (2), (3) or (7) under the Securities Act) or (ii) to

"Qualified Institutional Buyers", as defined in Rule 144A under the Securities Act ("Rule 144A Preference

Shares") will be represented by certificates in fully registered definitive form registered in the name of the

legal and beneficial owner thereof.

Preference Shares that will be sold to non-U.S. Persons in "offshore transactions" in reliance

upon Regulation S under the Securities Act will initially be represented by one or more temporary global

share certificates ("Temporary Regulation S Global Preference Shares"), that will be exchangeable for

one or more permanent global Preference Shares ("Permanent Regulation S Global Preference

Shares" and, together with the Temporary Regulation S Global Preference Shares, the "Regulation S

Global Preference Shares") in fully registered form, deposited with and registered in the name of, The

Depository Trust Company ("DTC") (or its nominee), initially for the accounts of Euroclear Bank S.AJN.V.,
as operator of the Euroclear system ("Euroclear"), and/or Clearstream Banking, sociit6 anonyme

("Clearstream"). During the Distribution Compliance Period, beneficial interests in a Regulation S Global

Preference Share may only be held through Euroclear or Clearstream. By acquisition of a beneficial

interest in a Regulation S Global Preference Share, any purchaser thereof will be deemed to represent

that it is not a U.S. Person and that, if in the future it decides to transfer such beneficial interest, it will

transfer such interest only in an offshore transaction in accordance with Regulation S or to a person who

takes delivery in the form of a Rule 144A Preference Share. Beneficial interests in each Regulation S
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Global Preference Share will be shown on, and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants, including Euroclear and Clearstream.

Owners of beneficial interests in Regulation S Global Preference Shares will be entitled or
required under certain limited circumstances described below, to receive physical delivery of share
certificates representing certificated Preference Shares ("Definitive Preference Shares") in fully
registered, definitive form. No owner of an interest in a Regulation S Global Preference Share will be
entitled to receive a Definitive Preference Share (A) until after the expiration of the Distribution
Compliance Period and (B) unless for a person other than a distributor (as defined in Regulation S), such
person provides certification that the Definitive Preference Share is beneficially owned by a person that is
not a U.S. Person (as defined in Regulation S).

So long as DTC, or its nominee, is the registered holder of the Regulation S Global Preference
Shares, DTC or such nominee, as the case may be, will be considered the absolute owner or holder of
such Regulation S Global Preference Shares represented by global share certificates for all purposes
under the Issuer Charter and the Regulation S Global Preference Shares and members of, or participants
in, DTC (the 'Participants") as well as any other persons on whose behalf Participants may act (including
Euroclear and Clearstream and account holders and participants therein) will have no rights under the
Issuer Charter or under a Regulation S Global Preference Share. Owners of beneficial interests in a
Regulation S Global Preference Share will not be considered to be the owners or holders of any
Preference Shares under the Issuer Charter or the Preference Shares. In addition, no beneficial owner of
an interest in a Regulation S Global Preference Share will be able to exchange or transfer that interest,
except in accordance with the applicable procedures of DTC and Euroclear or Clearstream (in addition to
those under the Preference Share Paying Agency Agreement), in each case to the extent applicable (the
"Applicable Procedures").

Investors may hold their interests in a Regulation S Global Preference Share directly through
Euroclear or Clearstream, if they are participants in such systems, or indirectly through organizations
which are participants in such systems. After the Distribution Compliance Period (but not earlier),
investors may also hold such interests other than through Euroclear or Clearstream. Euroclear and
Clearstream will hold interests in Regulation S Global Preference Shares on behalf of their participants
through customers' securities accounts in their respective names on the books of their respective
depositaries, which in turn will hold such interests in such Regulation S Global Preference Shares in
customers' securities accounts in the depositaries' names on the books of DTC.

Distributions on a Regulation S Global Preference Share registered in the name of DTC or its
nominee will be made to DTC or its nominee as the registered owner of the Regulation S Global
Preference Share. None of the Issuer or the Preference Share Registrar will have any responsibility or
liability for any aspect of the records relating to or payments made on account of beneficial ownership
interests in Regulation S Global Preference Shares or for maintaining, supervising or reviewing any
records relating to such beneficial ownership interests.

With respect to the Regulation S Global Preference Shares, the Issuer expects that DTC or its
nominee, upon receipt of any distribution on such Regulation S Global Preference Share, will immediately
credit the accounts of Participants with payments in amounts proportionate to their respective beneficial
interests in the number of such Regulation S Global Preference Share as shown on the records of DTC or
its nominee. The Issuer also expects that payments by Participants to owners of beneficial interests in

- such Regulation S Global Preference Share held through such Participants will be governed by standing
instructions and customary practices, as is now the case with securities held for the accounts of
customers registered in the name of nominees for such customers. Such payments will be the
responsibility of such Participants.
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Deutsche Bank Trust Company Americas, acting through an affiliate or agent located outside the
United States, has been appointed a transfer agent with respect to the Preference Shares (the
"Preference Share Transfer Agent").

The Preference Shares are subject to the restrictions on transfer set forth in this Offering Circular
under "Transfer Restrictions".

The Preference Shares are being offered, and may only be transferred, in minimum lots of 200
shares.

The Preference Shares are not issuable in bearer form.

Pursuant to the Preference Share Paying Agency Agreement, Maples Finance Limited (on behalf
of the Issuer) has been appointed and will serve as the registrar with respect to the Preference Shares (in
such capacity, the "Preference Share Registrar") and will provide for the registration of Preference Shares
and the registration of transfers of Preference Shares in the register maintained by it (the "Preference
Share Register"). Written instruments of transfer are available at the office of the Preference Share
Registrar.

The Issuer is authorized to issue 59,500Preference Shares par value U.S.$0.01 per share.

Definitive Preference Shares

Interests in a Regulation S Global Preference Share represented by a global share certificate will
be exchangeable or transferable, as the case may be, for a Regulation S Global Preference Share that is
in certificated form (a "Definitive Preference Share") if (a) DTC notifies the Issuer that it is unwilling or
unable to continue as depositary for such Preference Share, (b) DTC ceases to be a "Clearing Agency"
registered under the Exchange Act, and a successor depositary is not appointed by the Issuer within 90
days, (c) the transferee of an interest in such Regulation S Global Preference Share is required by law to
take physical delivery of securities in definitive form or (d) the transferee is otherwise unable to pledge its
interest in a Regulation S Global Preference Share. Upon the occurrence of any of the events described
in the preceding sentence, the Issuer will cause such Definitive Preference Shares bearing an appropriate
legend (a "Legend") regarding restrictions on transfer to be delivered. Upon the transfer, exchange or
replacement of such Regulation S Global Preference Shares bearing a Legend, or upon specific request
for removal of a Legend on a Regulation S Global Preference Share certificate, the Issuer shall cause to
be delivered through the Preference Share Transfer Agent to the holder and the transferee, as applicable,
one or more Definitive Preference Shares corresponding to the number of Preference Shares
surrendered for transfer, exchange or replacement that bear such Legend, or will refuse to remove such
Legend, as the case may be, unless there is delivered to the Issuer such satisfactory evidence, which
may include an opinion of U.S. counsel, as may reasonably be required by the Issuer or the Preference
Share Registrar that neither the Legend nor the restrictions on transfer set forth therein is required to
ensure compliance with the provisions of the Securities Act or the Investment Company Act.

Transfer and Exchange

Transfers by a holder of a beneficial interest in a Regulation S Global Preference Share to a
transferee who takes delivery of such interest through a Rule 144A Preference Share will be made only in
accordance with the Applicable Procedures and upon receipt by the Preference Share Registrar of written

-certifications from (i) the transferor of the beneficial interest in the form provided in the Preference- Share
Paying Agency Agreement to the effect that, among other things, such transfer is being made to a person
whom the transferor reasonably believes is a Qualified Institutional Buyer, purchasing for its own account,
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to whom notice is given that the resale, pledge or other transfer is being made in reliance on the
exemption from Securities Act registration provided by Rule 144A and in accordance with any applicable
securities laws of any state of the United States or any other jurisdiction and (ii) the transferee in the form
provided for in the Preference Share Paying Agency Agreement to the effect that, among other things, the
transferee is (a) a Qualified Institutional Buyer and (b) either a Qualified Purchaser or is not a U.S.
resident (within the meaning of the Investment Company Act).

Transfers by a holder of a beneficial interest in a Regulation S Global Preference Share to a
transferee who takes delivery of such interest through a Regulation S Global Preference Share will be
made only to a transferee that is acquiring such interest in an offshore transaction (within the meaning of

Regulation S) in accordance with Rule 904 of Regulation S and only in accordance with the Applicable
Procedures, without the provision of any written certification. If such transfer occurs after the end of the
Distribution Compliance Period and is not made in an offshore transaction in accordance with Rule 904 of

Regulation S, such transfer may be made only upon receipt by the Preference Share Registrar of written
certification from the transferee to the effect that the transferee is (a) a Qualified Institutional Buyer and
(b) either a Qualified Purchaser or is not a U.S. resident (within the meaning of the Investment Company
Act).

Transfers by a holder of a Rule 144A Preference Share to a transferee who takes delivery of such
interest through an interest in a Regulation S Global Preference Share will be made only upon receipt by
the Preference Share Registrar of written certifications from (i) the transferor in the form provided in the
Preference Share Paying Agency Agreement to the effect that such transfer is being made in an offshore
transaction (within the meaning of Regulation S) in accordance with Rule 904 of Regulation S and (ii) the
transferee to the effect that the transferee is not a U.S. Person, purchasing for its own account and not for
the account or benefit of a U.S. Person.

Exchanges or transfers by a holder of a Definitive Preference Share to a transferee who takes
delivery of such Note through a Regulation S Global Preference Share will be made no later than 60 days
after the receipt by the Preference Share Registrar or Transfer Agent, as the case may be, of the
Definitive Preference Shares to be so exchanged or transferred only in accordance with the Applicable
Procedures, and, if applicable, upon receipt by the Preference Share Registrar of a written certification
from the transferor in the form provided in the Preference Share Paying Agency Agreement.

Transfers by a holder of a Rule 144A Preference Share to a transferee who takes delivery of a
Rule 144A Preference Share will be made only upon receipt by the Preference Share Transfer Agent or

the Preference Share Registrar of written certifications from (i) the transferor in the form provided in the
Preference Share Paying Agency Agreement to the effect that, among other things, such transfer is being
made to a person whom the transferor reasonably believes is a Qualified Institutional Buyer, purchasing
for its own account, to whom notice is given that the resale, pledge or other transfer is being made in
reliance on the exemption from Securities Act registration provided by Rule 144A, in accordance with any
applicable securities laws of any state of the United States or any other jurisdiction and (ii) the transferee
in the form provided for in the Preference Share Paying Agency Agreement to the effect that, among
other things, the transferee is (a) a Qualified Institutional Buyer and (b) either a Qualified Purchaser or is
not a U.S. resident (within the meaning of the Investment Company Act).

Transfers between Participants in DTC will be effected in the ordinary way in accordance with the
Applicable Procedures and will be settled in immediately available funds. Transfers between participants
in Euroclear and Clearstream will be effected in the ordinary way in accordance with their respective rules
and operating procedures.
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Definitive Preference Shares and Rule 144A Preference Shares may be exchanged or
transferred in whole or in part in the principal amount of authorized denominations by surrendering such
Definitive Preference Shares or Rule 144A Preference Shares, as the case may be, at the office of the
Preference Share Registrar or the Preference Share Transfer Agent with a written instrument of transfer
as provided in the Preference Share Paying Agency Agreement. In addition, if the Definitive Preference
Shares being exchanged or transferred contain a Legend, additional certifications to the effect that such
exchange or transfer is in compliance with the restrictions contained in such Legend, may be required.
With respect to any transfer of a portion of Definitive Preference Shares or Rule 144A Preference Shares,
the transferor will be entitled to receive, at any aforesaid office, new Definitive Preference Shares or Rule
144A Preference Shares, as the case may be, representing the principal amount retained by the
transferor after giving effect to such transfer. Definitive Preference Shares and Rule 144A Preference
Shares issued upon any such exchange or transfer (whether in whole or in part) will be made available at
the office of the Preference Share Transfer Agent.

The laws of some states require that certain persons take physical delivery of securities in
definitive form. Consequently, any transfer of beneficial interests in Regulation S Global Preference
Shares to such persons may require that such interests in Regulation S Global Preference Shares be
exchanged for Definitive Preference Shares. Because DTC can only act on behalf of Participants, which
in turn act on behalf of indirect Participants and certain banks, the ability of a person having a beneficial
interest in Regulation S Global Preference Shares to pledge such interest to persons or entities that do

not participate in the DTC system, or otherwise take actions in respect of such interest, may require that
such interest in a Regulation S Global Preference Shares be exchanged for Definitive Preference Shares.
Interests in a Regulation S Global Preference Share will be exchangeable for Definitive Preference
Shares only as described above.

Subject to compliance with the transfer restrictions applicable to the Preference Shares described
above and under "Transfer Restrictions", cross-market transfers between DTC, on the one hand, and
directly or indirectly through Euroclear or Clearstream participants, on the other, will be effected in DTC in
accordance with DTC rules on behalf of Euroclear or Clearstream, as the case may be, by its respective
depositary; however, such cross-market transactions will require delivery of instructions to Euroclear or
Clearstream, as the case may be, by the counterparty in such system in accordance with its rules and
procedures and within its established deadlines (Brussels time). Euroclear or Clearstream, as the case
may be, will if the transaction meets its settlement requirements, deliver instructions to its respective
depositary to take action to effect final settlement on its behalf by delivering or receiving interests in

Regulation S Global Preference Shares in DTC and making or receiving payment in accordance with

normal procedures for same-day funds settlement applicable to DTC. Clearstream participants and
Euroclear participants may not deliver instructions directly to the depositaries of Clearstream or Euroclear.

Because of time zone differences, cash received in Euroclear or Clearstream as a result of sales
of interests in Regulation S Global Preference Shares by or through a Euroclear or Clearstream
participant to a DTC participant will be received with value on the DTC settlement date but will be

available in the relevant Euroclear or Clearstream cash account only as of the business day following
settlement in DTC.

DTC has advised the Issuer that it will take any action permitted to be taken by a holder of

Preference Shares (including, without limitation, the presentation of Preference Shares for exchange as

described above) only at the direction of one or more Participants to whose account with DTC interests in

the Regulation S Global Preference Shares are credited and only in respect of the number of Preference
Shares as to which such Participant or Participants has or have given such direction.
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DTC has advised the Issuer as follows: DTC is a limited-purpose trust company organized under

the New York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a

member of the Federal Reserve System, a "clearing corporation" within the meaning of the New York

Uniform Commercial Code and a "clearing agency" registered pursuant to the provisions of Section 17A

of the Exchange Act. DTC was created to hold securities for its Participants and facilitate the clearance

and settlement of securities transactions between Participants through electronic book-entry changes in

accounts of its Participants, thereby eliminating the need for physical movement of certificates.

Participants include securities brokers and dealers, banks, trust companies and clearing corporations and

may include certain other organizations. Indirect access to the DTC system is available to others such as

banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a

participant, either directly or indirectly ("indirect participants").

Although DTC, Clearstream and Euroclear have agreed to the foregoing procedures in order to

facilitate transfers of interests in a Regulation S Global Preference Share among participants of DTC,
Clearstream and Euroclear, they are under no obligation to perform or continue to perform such

procedures, and such procedures may be discontinued at any time. None of the Issuer, the Trustee and

the Paying Agent will have any responsibility for the performance by DTC, Clearstream or Euroclear or

their respective Participants or indirect participants of their respective obligations under the rules and

procedures governing their operations.

If, notwithstanding the foregoing restrictions, the Issuer determines that any beneficial owner of

Rule 144A Preference Shares (A) is a U.S. Person (within the meaning of Regulation S under the

Securities Act) and (B) is not a Qualified Purchaser, then the Issuer may require, by notice to such

Holder, that such Holder sell all of its right, title and interest to such Rule 144A Preference Shares to a

person that is both a Qualified Institutional Buyer and a Qualified Purchaser, with such sale to be effected

within 30 days after notice of such sale requirement is given. If such beneficial owner fails to effect the

transfer required within such 30-day period, (i) upon direction from the Collateral Manager or the Issuer,
the Preference Share Registrar, on behalf of and at the expense of the Issuer, shall cause such beneficial

owner's interest in such Preference Shares to be transferred in a commercially reasonable sale

(conducted by the Paying Agent in accordance with Section 9-610(b) of the Uniform Commercial Code as

in effect in the State of New York as applied to securities that are sold on a recognized market or that

may decline speedily in value) to a person that certifies to the Preference Share Registrar, the Issuer and

the Collateral Manager, in connection with such transfer, that such person is both a Qualified Institutional

Buyer and a Qualified Purchaser and (b) pending such transfer, no further payments will be made in

respect of the Preference Shares held by such beneficial owner.

In addition, no Reg Y Institution may transfer any Preference Shares held by it to any person

other than (a) a person or group of persons under common control that controls the Issuer without

reference to any Preference Shares transferred to such person or group by such Reg Y Institution (a

"Controlling Party"), (b) a person or persons designated by a Controlling Party, (c) in a widespread public

distribution as part of a public offering, (d) in amounts such that, after giving effect thereto, no single

transferee and its affiliates will hold more than 2% of the aggregate number of Preference Shares

(including all options, warrants and similar rights exercisable or convertible into Preference Shares) or (e)

as otherwise permitted by applicable U.S. Federal banking law and regulations. See "Transfer

Restrictions".

No service charge will be made for exchange or registration of transfer of any Preference Shares

but the Preference Share Registrar and/or the Preference Share Transfer Agent may require payment of

a sum sufficient to cover any tax or governmental charge payable in connection therewith and expenses

of delivery (if any) not made by regular mail.
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All Preference Shares issued upon any exchange or registration of transfer are entitled to the

same benefits as the Preference Shares surrendered upon exchange or registration of transfer.

The Preference Share Registrar will effect exchanges and transfers of Preference Shares. In

addition, the Preference Share Registrar will keep in the Preference Share Register records of the

ownership, exchange and transfer of the Preference Shares.

No Gross-Up

All distributions of dividends and return of capital on the Preference Shares will be made without

any deduction or withholding for or on account of any tax unless such deduction or withholding is required

by any applicable law, as modified by the practice of any relevant governmental revenue authority, then in

effect. If the Issuer is so required to deduct or withhold, then the Issuer will instruct the Paying Agent to

make such deduction or withholding and will pay any such withholding taxes in the country of origin, but

will not be obligated to pay any additional amounts in respect of such withholding or deduction.

Prescription

Payments in respect of the Preference Shares will cease to be due if not paid to the holder due to

insufficient instructions for a period of ten years from the Relevant Date therefore. "Relevant Date"

means the date on which the final payment in respect of the Preference Shares first becomes due, except

that if the full amount of the moneys payable has not been duly received by the Paying Agent on or prior

to such due date, it means the date on which such moneys have been so received.
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USE OF PROCEEDS

The gross proceeds received from the issuance and sale of the Notes and the Preference Shares
will be at least U.S.$1,070,000,000. On the Closing Date, the Issuer will receive at least

U.S.$1,060,000,000 as the net proceeds from the issuance and sale of the Notes and the Preference

Shares. The net proceeds from the issuance and sale of the Notes and the Preference Shares are the

gross proceeds net of the payment of the placement and structuring fees related to the placement of the

Notes and Preference Shares, the payment of other closing expenses and an initial deposit into the

Expense Account. Such net proceeds from the issuance and sale of the Notes and the Preference

Shares will be used by the Issuer to purchase a diversified portfolio of interests in Underlying Assets

having the characteristics described herein under "Security for the Notes-Underlying Assets" and to fund

certain accounts established under the Indenture. A list of all Underlying Assets included in the portfolio

on the Closing Date will be provided to all investors by the Initial Purchaser.

On the Closing Date, the Issuer will have acquired (or committed to acquire for settlement in

accordance with customary settlement procedures in the relevant markets) the entire portfolio. As of the

Closing Date, the portfolio, along with funds on deposit in the Uninvested Proceeds Account, will consist

of Underlying Assets (acquired or committed to be acquired) having an Aggregate Principal/Notional

Balance (including principal collections on such Underlying Assets deposited in the Uninvested Proceeds

Account on the Closing Date) of at least U.S.$1,100,000,000. Pending investment in Underlying Assets,

the Uninvested Proceeds, if any, will be deposited into the Uninvested Proceeds Account and invested in

Eligible Investments. In the event that there are any remaining Uninvested Proceeds on the

Determination Date preceding the September 2007 Distribution Date, they will be transferred to the

Payment Account and treated as Principal Proceeds on the September 2007 Distribution Date and

distributed in accordance with the Priority of Payments.
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RATING OF THE NOTES

It is a condition to the issuance of the Notes that the Class A-la Notes be rated "Aaa" by Moody's
and "AAA" by Standard & Poor's, that the Class A-1b Notes be rated "Aaa" by Moody's and "AAA" by
Standard & Poor's, that the Class A-2 Notes be rated "Aaa" by Moody's and "AAA" by Standard & Poor's,
that the Class B Notes be rated at least "Aa2" by Moody's and "AA* by Standard & Poor's, that the Class
C Notes be rated at least "A2" by Moody's and "A" by Standard & Poor's, that the Class D Notes be rated
at least "Baa2" by Moody's and "BBB" by Standard & Poor's and that the Class E Notes be rated at least
"Bal" by Moody's and "BB+" by Standard & Poor's. The ratings assigned to the Class A Notes and the
Class B Notes by Standard & Poor's address the timely payment of interest on, and the ultimate payment
of the principal of, the Class A Notes and the Class B Notes. The ratings assigned to the Class C Notes,
the Class D Notes and the Class E Notes by Standard & Poor's address the ultimate payment of principal
of, and the ultimate payment of interest on, the Class C Notes, the Class D Notes and the Class E Notes.
The ratings assigned to the Notes by Moody's address the ultimate cash receipt of all required payments
as provided by the governing documents, and are based on the expected loss to the Noteholders of each
Class relative to the promise of receiving the present value of such payments. A security rating is not a
recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time.
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MATURITY AND PREPAYMENT CONSIDERATIONS

The Stated Maturity of each Class of Notes is the December 2045 Distribution Date. The Notes
will mature at their Stated Maturity unless redeemed or repaid prior thereto. However, the average lives
of the Notes may be less than the number of years until the Stated Maturity. Based on the portfolio of
Underlying Assets that the Collateral Manager expects the Issuer to purchase no later than the
Determination Date preceding the September 2007 Distribution Date, and assuming (a) no Underlying
Assets default, and (b) prepayment of any Underlying Assets during any month occurs at a rate equal to
an average rate of prepayment specified by the Collateral Manager, redemption will occur and the
average life of each Class of Notes from the Closing Date will be as follows:

Average Life in Years assuming
an Auction Call Redemption

occurning

Class A-la Notes 2.1

Class A-1b Notes 3.1

Class A-2 Notes 4.9

Class B Notes 5.8

Class C Notes 6.4

Class D Notes 5.9

Class E Notes 6.5

Such average lives of the Notes are presented for illustrative purposes only. The assumptions
used to calculate the average lives of the Notes are necessarily arbitrary, do not necessarily reflect
historical experience with respect to securities similar to the Underlying Assets and do not constitute a
prediction with respect to the rates or timing of receipts of Interest Proceeds or Principal Proceeds,
defaults, recoveries, sales, prepayments or optional redemptions to which the Underlying Assets may be
subject. Actual experience as to these matters will differ, and may differ materially, from that assumed in

calculating the illustrative average lives set forth above, and consequently the actual average lives of the
Notes will differ, and may differ materially, from those set forth above. In addition, the assumptions set
forth above do not necessarily reflect historical performance and defaults for Asset-Backed Securities and

the Issuer makes no representation or warranty that such assumptions are appropriate or reasonable.
Accordingly, prospective investors should make their own determinations of the expected weighted
average lives and maturity of the Notes and, accordingly, their own evaluation of the merits and risks of

an investment in the Notes. See "Risk Factors-Projections, Forecasts and Estimates."

Average life refers to the average number of years that will elapse from the date of delivery of a
security until each dollar of the principal of such security will be paid to the investor.

The average lives of the Notes will be determined by the amount and frequency of principal
payments. The actual average lives of the Notes will also be affected by the financial condition of the

obligors of the Underlying Assets and the characteristics of such obligations, including the existence and

frequency of exercise of any optional or mandatory redemption or prepayment features, the prevailing
level of interest rates, the redemption price and the actual default rate and the actual level of recoveries
on any Defaulted Securities. The rate of future defaults and the amount and timing of any cash
realization from Defaulted Securities also will affect the average lives of the Notes.
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SECURITY FOR THE NOTES

General

The Collateral securing the Notes will consist of:

(a) the Underlying Assets and Equity Securities (if any) and the Offset Transactions and the
Offsetting Transactions;

(b) the rights of the Issuer under any Interest Rate Swap Agreement;

(c) amounts on deposit in the Payment Account, the Interest Collection Account, the
Principal Collection Account, the Expense Account, the Uninvested Proceeds Account,
the Synthetic Security Collateral Account, the Interest Rate Swap Counterparty Collateral
Account, the Disposition Proceeds Account and the Synthetic Security Issuer Account
(collectively, the "Accounts") and Eligible Investments purchased with funds on deposit
in such accounts;

(d) the rights of the Issuer under the Management Agreement, the Note Purchase
Agreement, the Subscription Agreement, the Collateral Administration Agreement and
the Administration Agreement; and

(e) all proceeds of the foregoing (collectively, the "Collateral"). The Collateral will not
include the Excepted Property.

Underlying Assets-Asset-Backed Securities

An "Asset-Backed Security" includes any Dollar-denominated asset-backed security or any

security that represents a direct or indirect interest in such an asset-backed security that, at the time of

acquisition (or commitment for acquisition) by the Issuer, is not a Prohibited Asset or a Defaulted Asset

and which satisfies each of the following conditions:

(a) it provides for a fixed amount payable in cash no later than its stated maturity;

(b) the Underlying Instruments with respect to such Asset-Backed Security do not prohibit it
from being purchased by the Issuer and pledged to the Trustee;

(c) it is not denominated or payable in, or convertible into an obligation or security
denominated or payable in, a currency other than Dollars;

(d) it does not require the Issuer to make future advances or payments to the obligor or
issuer;

(e) it has a Standard & Poor's Rating (excluding those with a rating from Standard & Poor's
which includes the subscript "p", "pi", "q", "r" or "t") and a Moody's Rating (with respect to
the full amount of principal and interest promised);

(f) it is not "margin stock" and does not provide for conversion into "margin stock";

(<) it is not subject to an Offer;
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(h) it (or, if it is a certificate of beneficial interest in an entity that is treated as a grantor trust
or a partnership and not as a REMIC or FASIT for U.S. federal income tax purposes,
each of the debt instruments or securities held by such entity) is described in at least one
of the following four clauses:

(i) it is a Public Security that was issued in a firm commitment underwriting for which
neither the Collateral Manager nor an Affiliate thereof served as underwriter;

(ii) it was not purchased by the Issuer (A) directly or indirectly from its issuer, (B)
pursuant to a legally binding agreement made before the issuance of the
obligation or security or (C) from the Collateral Manager or any of its Affiliates
unless such entity (1) regularly acquires securities of the same type for its own
account, (2) could have held the obligation or security for its own account
consistent with its investment policies, (3) did not identify the obligation or

security as intended for sale to the Issuer or the Collateral Manager within 30

days of its issuance and (4) held the obligation or security for at least 30 days;

(iii) it is a Private Security and

(A) it was originally issued pursuant to an offering circular, private placement
memorandum or similar offering document;

(B) the Issuer, the Collateral Manager and the Affiliates of the Collateral
Manager did not at original issuance acquire 20% or more of the

aggregate principal amount of all classes of securities offered by the
issuer of the Asset-Backed Security in the offering and any related

offering; provided in each case that any acquisition by an Affiliate of the
Collateral Manager that is not a member of the Collateral Manager
Group shall be included only if the Collateral Manager or any of its

employees or agents knew or had reason to know of such acquisition;
and

(C) the Issuer, the Collateral Manager and any Affiliate of the Collateral
Manager did not participate in negotiating or structuring the terms of the

Asset-Backed Security, except (1) to the extent such participation
consisted of an election by the Issuer, the Collateral Manager or an

Affiliate of the Collateral Manager to tranche the subordinate classes of

securities of an issue in the form of one of the structuring options offered

by the issuer of the securities or (2) for the purposes of (i) commenting
on offering documents to an unrelated underwriter or placement agent
where the ability to comment on such documents was generally available
to investors or (ii) due diligence of the kind customarily performed by
investors in securities, or (3) to the extent the Collateral Manager or any
Affiliate of the Collateral Manager, either directly or indirectly through a

conduit issuer, was the issuer of the Asset-Backed Security; provided
that any participation in negotiating or structuring by any Affiliate of the

Collateral Manager that is not a member of the Collateral Manager
Group shall be included only if the Collateral Manager or any of its

employees or agents knew or had reason to know of such participation;
or
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(iv) it is either (A) the sole material obligation of a repackaging vehicle formed and
operated exclusively to hold a single Asset-Backed Security described in at least
one of clauses (h)(i), (h)(ii) or (h)(iii), which vehicle may also hold a derivative
financial instrument or guarantee designed solely to offset one or more terms of
such Asset-Backed Security or (B) a security issued by a repackaging vehicle
that holds one or more Asset-Backed Securities described in at least one of
clauses (h)(i), (h)(ii), (h)(iii), or (h)(iv)(A) and which is treated as a REMIC, FASIT,
grantor trust, or partnership for U.S. federal income tax purposes, and is formed
by the Collateral Manager or one of its Affiliates;

(i) if interest income on an Asset-Backed Security is considered U.S.-source income for U.S.
federal income tax purposes, it is in registered form for U.S. federal income tax purposes
and it (and if it is a certificate of interest in a trust that is treated as a grantor trust and not
as a REMIC or FASIT for U.S. federal income tax purposes, each of the obligations or
securities held by such trust) was issued after July 18, 1984; provided that, if it is a
certificate of beneficial interest in an entity that is treated as a partnership for U.S. federal
income tax purposes, each of the obligations or securities held by such entity is in
registered form for U.S. Federal income tax purposes and was issued after July 18, 1984
(a "Registered" obligation or security);

(j) either (i) the Issuer meets the certification and other requirements to receive payments
with respect to the Asset-Backed Security free of U.S. and foreign withholding tax, (ii) the
issuer thereof is required to make additional payments sufficient on an after-tax basis to
cover any U.S. and foreign withholding tax imposed on payments made to the Issuer with
respect thereto (including any tax on the additional payments described in this
paragraph) or (iii) the issuer thereof has obtained or expects to obtain in the ordinary
course and not more than six weeks following the issuance thereof an exemption from
withholding tax for the entire period during which the Notes and the Preference Shares
will be outstanding; provided that, for purposes of this clause (h), a determination that an
Asset-Backed Security is eligible for exemption from U.S. withholding tax under Section
871(h) or Section 881(c) of the Code may be based on advice of Allen & Overy LLP or an
opinion of counsel that the Asset-Backed Security will or should be treated as debt for
U.S. federal income tax purposes;

(k) (i) the Asset-Backed Security is the obligation of a single issuer incorporated as a
corporation under the state or federal laws of the United States, that is not a U.S. real
property holding company; (ii) the Issuer has been advised by Allen & Overy LLP or has
received an opinion of counsel that owning the Asset-Backed Security will not subject the
Issuer to U.S. federal income tax on a net income basis or cause the Issuer to be treated
as engaged in a trade or business within the United States; (iii) the Issuer has received
an opinion of counsel that the Asset-Backed Security will be treated as debt for U.S.
federal income tax purposes; (iv) the Issuer has received an opinion of counsel that for
U.S. federal income tax purposes (A) the issuer of the Asset-Backed Security is a grantor
trust and (B) all the assets of the trust are regular interests in a REMIC or FASIT or
interest rate floors, caps, swaps or other notional principal contracts (within the meaning
of applicable Treasury Regulations), the payments under which are determined solely by
reference to interest rates, or (v) the Alternative Debt Test is satisfied, provided that, for
purposes of clauses (f), (g), (h) and this clause (i), (1) an opinion of counsel that the
issuer of an Asset-Backed Security will be treated as a REMIC or FASIT for U.S. federal
income tax purposes shall be treated as an opinion of counsel that the Asset-Backed
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Security will be treated as debt for U.S. federal income tax purposes (unless the Asset-
Backed Security is the residual interest in the REMIC or the ownership interest in the
FASIT), (2) if there has been no change in the terms of an Asset-Backed Security prior to
its acquisition, the Issuer shall be treated as having received an opinion that it will or
should be treated as debt if the Issuer either has obtained a tax opinion to that effect
rendered at the issuance of such Asset-Backed Security or has received offering
documents pursuant to which such Asset-Backed Security was offered that include a tax

opinion to such effect or state that an opinion of counsel to such effect has been
rendered, and (3) if there has been no change in any of the organizational documents of
an entity issuing an Asset-Backed Security since its issuance, the Issuer shall be treated
as having received an opinion that such entity will be treated as a corporation,
partnership, grantor trust, REMIC or FASIT (as the case may be) for U.S. federal income

tax purposes if the Issuer either has obtained a tax opinion to that effect rendered at the
time of the issuance of the Asset-Backed Security or has obtained offering documents
that include an opinion of counsel to such effect or state that an opinion of counsel to

such effect has been rendered;

(1) it is not a swap transaction or other derivative financial instrument referencing a debt

instrument;

(m) acquisition of the Asset-Backed Security will not cause the Issuer to register, or be

required to register, under the Investment Company Act;

(n) it is not convertible into one or more Equity Securities;

(o) it is not currently deferring interest;

(p) it is not a Written Down Security;

(q) it is expected to have an outstanding Principal/Notional Balance of less than U.S.$1,000
as of the Stated Maturity of the Notes, assuming a constant prepayment rate since the

date of purchase equal to the lesser of (a) 5.0% per annum and (b) the constant

prepayment rate reasonably expected by the Collateral Manager as of the date of

purchase, or, if constant prepayment rate is not applicable, the slowest prepayment
scenario as described in the prospectus relating to such Asset-Backed Security; and

(r) it will be pledged to the Trustee under the Indenture.

An "A/B Exchange" is an exchange of one security (the "A Security") for another security (the

"B Security") of the same issuer or issuers which B Security shall have substantially identical terms to the

A Security except that one or more restrictions applicable to the A Security are inapplicable to the

B Security.

The "Alternative Debt Test" is satisfied with respect to a security if, on the date the Issuer

acquires such security, each of the following is satisfied:

(a) such security is in the form of a note or other debt instrument and is treated as debt for

corporate law purposes in the jurisdiction of the issuer of such security;

(b) the documents pursuant to which such security was offered, if any, do not require that

any holder thereof treat such security other than as debt for tax purposes;
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(c) such security bears interest at a fixed rate per annum or at a rate based upon a
customary floating rate index plus or minus a spread and does not provide for any
interest based on any other factor, such as the issuer's profits or cash flow;

(d) such security had a fixed term at original issuance not in excess of 35 years;

(e) such security provides for a fixed principal amount (leaving no amount outstanding)
payable no later than its stated maturity; and

(f) such security is rated at least "BB" by Fitch, at least "BB" by Standard & Poor's or at least
"Ba2" by Moody's, and if so rated, such rating is not on watch for downgrade by Moody's,
as to ultimate payment of principal and interest; provided that, in the case of a security in
the form of a beneficial interest in an entity that is treated (as evidenced by an opinion of
counsel or a reference to an opinion of counsel in documents pursuant to which such
security was offered) as a grantor trust or a partnership for U.S. federal income tax
purposes and not as an association taxable as a corporation, any of the conditions
specified in clauses (a), (b), (c), (d) and (e) may be satisfied by reference to each asset
held by such entity rather than by reference to such beneficial ownership interests.

"Collateral Manager Group" means the Collateral Manager and any directly or indirectly
controlled subsidiary of the Collateral Manager.

An "Offer" means, with respect to any security, (i) any offer by the issuer of such security or by
any other person made to all of the holders of such security to purchase or otherwise acquire such
security (other than pursuant to any redemption in accordance with the terms of its Underlying
Instruments) or to convert or exchange such security into or for cash, securities or any other type of
consideration or (ii) any solicitation by the issuer of such security or any other person to amend, modify or
waive any provision of such security or any of its Underlying Instruments.

A "Private Security" is any security that is not a Public Security, including, without limitation, any
of the following:

(a) any security that was not (i) issued pursuant to an effective registration statement under
the Securities Act or (ii) a privately placed security that is eligible for resale under Rule
144A or Regulation S under the Securities Act;

(b) any security (other than a Public Security or a security described by clause (c) below)
that is eligible for resale under Rule 144A under the Securities Act; or

(c) any security that is not a Public Security but that (i) is eligible for resale by the Issuer
under Rule 144A under the Securities Act and (ii) with respect to which the Issuer, either
by itself or together with other holders of such securities, has the right to require the
issuer thereof (or such issuer is otherwise obligated or is penalized if such item is not so
registered), within one year from any date of determination, to register under the
Securities Act the public resale of such security or to effect an A/B Exchange; provided
that clause (ii) does not apply to Asset-Backed Securities.

A "Prohibited Asset" is any of the following: (a) any asset the ownership of which would cause
the Issuer to be subject to income tax on a net income basis in any jurisdiction, or (b) any asset the gain
from the Disposition of which will be subject to U.S. federal income or withholding tax under Section 897
or Section 1445 of the Code and Treasury Regulations promulgated thereunder- provided, however, that
the Issuer shall set up a special purpose subsidiary (which shall be a corporation for U.S. tax purposes) to
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receive and hold an Equity Security, unless it has consulted with its tax counsel and has been advised
that the Issuer can hold the Equity Security directly without causing the Issuer to be treated as engaged in
a trade or business in the United States for U.S. federal income tax purposes.

A "Public Security" is any of the following: any security (a) the public resale of which by the
Issuer either has been registered under the Securities Act or is exempt from such registration pursuant to
Section 4(1) or Rule 144(k) under the Securities Act, (b) issued or guaranteed by Government National
Mortgage Association, Federal National Mortgage Association and Federal Home Loan Mortgage
Corporation or (c) issued by an issuer organized outside of the United States and registered in the
jurisdiction where the issuer is organized.

Asset-Backed Securities

The Underlying Assets will consist of Asset-Backed Securities, which may include CMBS
Securities, RMBS Securities, Automobile Securities, Car Rental Fleet Securities, CDO Securities, Credit
Card Securities, Equipment Lease Securities, Small Business Loan Securities and Student Loan
Securities, or Synthetic Securities with Reference Obligations as Asset-Backed Securities. Asset-Backed
Securities are securities that entitle the holders thereof to receive payments that depend primarily on the
cash flow from a specified pool of financial assets, either fixed or revolving, that by their terms convert into
cash within a finite time period, together with rights or other assets designed to assure the servicing or
timely distribution of proceeds to holders of the Asset-Backed Securities.

Issuers of Asset-Backed Securities are primarily banks and finance companies, captive finance
subsidiaries of non-financial corporations or specialized originators such as credit card lenders, or trusts
or entities formed by such institutions to issue Asset-Backed Securities. Credit risk is an important issue
in Asset-Backed Securities because of the significant credit risks inherent in the underlying collateral and
because issuers are primarily private entities. Accordingly, Asset-Backed Securities generally include
one or more credit enhancements that are designed to raise the overall credit quality of the security
above that of the underlying collateral. Another important type of Asset-Backed Security is commercial
paper issued by special-purpose entities. Asset-backed commercial paper is usually backed by trade
receivables, though such conduits may also fund commercial and industrial loans. Banks are typically
more active as issuers of these instruments than as investors in them.

An Asset-Backed Security is created by the sale of assets or collateral to a conduit, which
becomes the legal issuer of the Asset-Backed Securities. The securitization conduit or issuer is generally
a bankruptcy-remote vehicle such as a grantor trust or, in the case of an asset-backed commercial paper
program, a special-purpose entity. The sponsor or originator of the collateral usually establishes the
issuer. Interests in the trust, which embody the right to certain cash flows arising from the underlying
assets, are then sold in the form of securities to investors through an investment bank or other securities
underwriter. Each Asset-Backed Security has a servicer (often the originator of the collateral) that is
responsible for collecting the cash flows generated by the securitized assets-principal, interest and fees
net of losses and any servicing costs as well as other expenses-and for passing them along to the
investors in accordance with the terms of the securities. The servicer processes the payments and
administers the borrower accounts in the pool.

The structure of an Asset-Backed Security and the terms of the investors' interests in the
collateral can vary widely depending on the type of collateral, the desires of investors and the use of
credit enhancements. Often Asset-Backed Securities are structured to reallocate the risks entailed in the
underlying collateral (particularly credit risk) into security tranches that match the desires of investors. For
example, senior subordinated security structures give holders of senior tranches greater credit risk
protection (albeit at lower yields) than holders of subordinated tranches. Under this structure, at least two
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classes of Asset-Backed Securities are issued, with the senior class having a priority claim on the cash
flows from the underlying pool of assets. The subordinated class must absorb credit losses on the
collateral before losses can be charged to the senior portion. Because the senior class has this priority
claim, cash flows from the underlying pool of assets must first satisfy the requirements of the senior class.
Only after these requirements have been met will the cash flows be directed to service the subordinated
class.

Asset-Backed Securities also use various forms of credit enhancements to transform the risk-
return profile of underlying collateral, including third-party credit enhancements, recourse provisions,
overcollateralization and various covenants. Third-party credit enhancements include standby letters of
credit, collateral, mortgage insurance or pool insurance, or surety bonds from third parties. Recourse
provisions are guarantees that require the originator to cover any losses up to a contractually agreed-
upon amount. One type of recourse provision, usually seen in securities backed by credit card
receivables, is the "spread account." This account is actually an escrow account whose funds are derived
from a portion of the spread between the interest earned on the assets in the underlying pool of collateral
and the lower interest paid on securities issued by the trust. The amounts that accumulate in this escrow
account are used to cover credit losses in the underlying asset pool, up to several multiples of historical
losses on the particular assets collateralizing the securities. Overcollateralization is another form of credit
enhancement that covers a predetermined amount of potential credit losses. It occurs when the value of
the underlying assets exceeds the face value of the securities. A similar form of credit enhancement is
the cash-collateral account, which is established when a third party deposits cash into a pledged account.
The use of cash-collateral accounts, which are considered by enhancers to be loans, grew as the number
of highly rated banks and other credit enhancers declined in the early 1990s. Cash-collateral accounts
provide credit protection to investors of a securitization by eliminating "event risk," or the risk that the
credit enhancer will have its credit rating downgraded or that it will not be able to fulfill its financial
obligation to absorb losses. An investment banking firm or other organization generally serves as an
underwriter for Asset-Backed Securities. In addition, a credit-rating agency often will analyze the policies
and operations of the originator and servicer, as well as the structure, underlying pool of assets, expected
cash flows and other attributes of the securities. Before assigning a rating to the issue, the rating agency
will also assess the extent of loss protection provided to investors by the credit enhancements associated
with the issue.

Although the basic elements of all Asset-Backed Securities are similar, individual transactions
can differ markedly in both structure and execution. Important determinants of the risk associated with
issuing or holding the securities include the process by which principal and interest payments are
allocated and down-streamed to investors, how credit losses affect the trust and the return to investors,
whether collateral represents a fixed set of specific assets or accounts, whether the underlying collateral
assets are revolving or closed-end, under what terms (including maturity of the asset-backed instrument)
any remaining balance in the accounts may revert to the issuing company and the extent to which the
company that is the actual source of the collateral assets is obligated to provide support to the trust or
conduit or to the investors. Further issues may arise based on discretionary behavior of the issuer within
the terms of the securitization agreement, such as voluntary buybacks from, or contributions to, the
underlying pool of loans when credit losses rise. A bank or other issuer may play more than one role in
the securitization process. An issuer can simultaneously serve as originator of loans, servicer,
administrator of the trust, underwriter, provider of liquidity and credit enhancer. Issuers typically receive a
fee for each element of the transaction they undertake. The multiplicity of roles that may be played by a
single firm-within a single securitization or across a number of them-means that credit and operational
risk can accumulate into significant concentrations with respect to one or a small number of firms.
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There are many different varieties of Asset-Backed Securities, often customized to the terms and

characteristics of the underlying collateral. The most common types are securities collateralized by

mortgages and revolving credit-card receivables, but instruments backed by home equity loans, other

second mortgages and automobile-finance receivables are also common.

Securities backed by closed-end installment loans are typically the least complex form of asset-

backed instruments. Collateral for these Asset-Backed Securities typically includes leases, student loans

and automobile loans. The loans that form the pool of collateral for the Asset-Backed Securities may

have varying contractual maturities and may or may not represent a heterogeneous pool of borrowers.

Unlike a mortgage pass-through instrument, the trustee does not need to take physical possession of any

account documents to perfect a security interest in the receivables under the Uniform Commercial Code.

The repayment stream on installment loans is fairly predictable, since it is primarily determined by a

contractual amortization schedule. Early repayment on these instruments can occur for a number of

reasons, with most tied to the disposition of the underlying collateral (for example, in the case of Asset-

Backed Securities backed by automobile loans, the sale of the vehicles). Interest is typically passed

through to security holders at a fixed rate that is slightly below the weighted average coupon of the loan

pool, allowing for servicing and other expenses as well as credit losses.

Unlike closed-end installment loans, revolving credit receivables involve greater uncertainty about

future cash flows. Therefore, Asset-Backed Securities structures using this type of collateral must be

more complex to afford investors more comfort in predicting their repayment. Accounts included in the

securitization pool may have balances that grow or decline over the life of the Asset-Backed Securities.

Accordingly, at maturity of the Asset-Backed Securities, any remaining balances revert to the originator.

During the term of the Asset-Backed Securities, the originator may be required to sell additional accounts

to the pool to maintain a minimum dollar amount of collateral if accountholders pay down their balances at

greater than predetermined rates. Credit card securitizations are the most prevalent form of revolving

credit Asset-Backed Securities, although home equity lines of credit are a growing source of Asset-

Backed Securities collateral. Credit card securitizations are typically structured to incorporate two phases

in the life cycle of the collateral: an initial phase during which the principal amount of the securities

remains constant and an amortization phase during which investors are paid off. A specific period of time

is assigned to each phase. Typically, a specific pool of accounts is identified in the securitization

documents, and these specifications may include not only the initial pool of loans but a portfolio from

which new accounts may be contributed. The dominant vehicle for issuing securities backed by credit

cards is a master trust structure with a "spread account," which is funded up to a predetermined amount

through "excess yield"-that is, interest and fee income less credit losses, servicing and other fees. With

credit card receivables, the income from the pool of loans-even after credit losses-is generally much

higher than the return paid to investors. After the spread account accumulates to its predetermined level,

the excess yield reverts to the issuer. Under GAAP, issuers are required to recognize on their balance

sheet an excess yield asset that is based on the fair value of the expected future excess yield; in

principle, this value would be based on the net present value of the expected earnings stream from the

transaction. Issuers are further required to revalue the asset periodically to take account of changes in

fair value that may occur due to Interest rates, actual credit losses and other factors relevant to the future

stream of excess yield.

A number of banks have used a structure-a "special-purpose entity-that is designed to

acquire trade receivables and commercial loans from high-quality (often investment-grade) obligors and

to fund those loans by- issuing (asset-backed) commercial paper that is to be repaid from the cash flow of

the receivables. Capital is contributed to the special-purpose entity by the originating bank that, together

with the high quality of the underlying borrowers, is sufficient to allow the special-purpose entity to receive

a high credit rating. The net result is that the special-purpose entitys cost of funding can be at or below
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that of the originating bank itself. The special-purpose entity is "owned" by individuals who are not
formally affiliated with the bank, although the degree of separation is typically minimal. These
securitization programs enable banks to arrange short-term financing support for their customers without
having to extend credit directly. This structure provides borrowers with an alternative source of funding
and allows banks to earn fee income for managing the programs. As the asset-backed commercial paper
structure has developed, it has been used to finance a variety of underlying loans-in some cases, loans
purchased from other firms rather than originated by the bank itself-and as a "remote origination" vehicle
from which loans can be made directly. Like other securitization techniques, this structure allows banks
to meet their customers' credit needs while incurring lower capital requirements and a smaller balance
sheet than if it made the loans directly.

Issuers obtain a number of advantages from securitizing assets, including improving their capital
ratios and return on assets, monetizing gains in loan value, generating fee income by providing services
to the securitization conduit, closing a potential source of interest-rate risk and increasing institutional
liquidity by providing access to a new source of funds. Investors are attracted by the high credit quality of
Asset-Backed Securities, as well as their attractive returns.

Asset-Backed Securities carry coupons that can be fixed or floating. Pricing is typically designed
to mirror the coupon characteristics of the loans being securitized. The spread will vary depending on the
credit quality of the underlying collateral, the degree and nature of credit enhancement and the degree of
variability in the cash flows emanating from the securitized loans.

Credit risk arises from (a) losses due to defaults by the borrowers in the underlying collateral, (b)
the issuer's or servicer's failure to perform and (c) fraud. These elements can blur together as, for
example, in the case of a servicer who does not provide adequate credit-review scrutiny to the serviced
portfolio, leading to higher incidence of defaults. Asset-Backed Securities are rated by major rating
agencies. Market risk arises from the cash-flow characteristics of the security, which for many Asset-
Backed Securities tend to be predictable. The greatest variability in cash flows comes from credit
performance, including the presence of wind-down or acceleration features designed to protect the
investor in the event that credit losses in the portfolio rise well above expected levels. Interest-rate risk
arises for the issuer from the relationship between the pricing terms on the underlying collateral and the
terms of the rate paid to security holders and from the need to mark to market the excess servicing or
spread account proceeds carried on the balance sheet. Liquidity risk can arise from increased perceived
credit risk, like that which occurred in 1996 and 1997 with the rise in reported delinquencies and losses
on securitized pools of credit cards. Liquidity can also become a major concern for asset-backed
commercial paper programs if concerns about credit quality, for example, lead investors to avoid the
commercial paper issued by the relevant special-purpose entity. For these cases, the securitization
transaction may include a "liquidity facility," which requires the facility provider to advance funds to the
relevant special-purpose entity should liquidity problems arise. To the extent that the bank originating the
loans is also the provider of the liquidity facility, and that the bank is likely to experience similar market
concerns if the loans it originates deteriorate, the ultimate practical value of the liquidity facility to the
transaction may be questionable. Operations risk arises through the potential for misrepresentation of
loan quality or terms by the originating institution, misrepresentation of the nature and current value of the
assets by the servicer and inadequate controls over disbursements and receipts by the servicer.

The Underlying Assets are divided into different "Specified Types". The Specified Types are set
forth below.

"ABX Tranche Security" means Underlying Assets that are issued by a special purpose issuer
as part of an ABX.HE index administered and marketed by Markit Group Limited. The rating of any ABX
Tranche Security will be deemed to be the rating associated with the relevant reference index.
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"Automobile Securities" means Underlying Assets that entitle the holders thereof to receive

payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from installment sale

loans made to finance the purchase of, or from leases of, automobiles, generally having the following
characteristics: (1) the loans or leases may have varying contractual maturities; (2) the loans or leases
are obligations of numerous borrowers or lessors and accordingly represent a diversified pool of obligor

credit risk; (3) the repayment stream on such loans or leases is primarily determined by a contractual

payment schedule, with early repayment on such loans or leases predominantly dependent upon the

disposition of the underlying vehicle; and (4) such leases typically provide for the right of the lessee to

purchase the vehicle for its stated residual value, subject to payments at the end of lease term for excess
mileage or use.

"Car Rental Fleet Securities" means Underlying Assets that entitle the holders thereof to receive

payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Underlying Securities) on the cash flow from leases and

subleases of vehicles to car rental systems and their franchisees, generally having the following

characteristics: (1) the leases and subleases have varying contractual maturities; (2) the subleases are

obligations of numerous franchisees and accordingly represent a very diversified pool of obligor 'credit

risk; (3) the repayment stream on such leases and subleases Is primarily determined by a contractual

payment schedule, with early termination of such leases and subleases predominantly dependent upon

the disposition to a lessee or third party of the underlying vehicle; and (4) such leases or subleases

typically provide for the right of the lessee or sublessee to purchase the vehicle for its stated residual

value, subject to payments at the end of lease term for excess mileage or use.

"CDO Securities" means securities that entitle the holders thereof to receive payments that

depend (except for rights or other assets designed to assure the servicing or timely distribution of

proceeds to holders of the CDO Securities) on the cash flow from a portfolio of Synthetic Securities,

Underlying Securities, Commercial Mortgage-Backed Securities, Residential Mortgage-Backed Securities,

bank loan securities, domestic corporate debt securities, high-grade asset-backed securities and trust

preferred securities or any combination of the foregoing, generally having the following characteristics:

(1) the securities have varying contractual maturities; (2) the securities are obligations of a relatively

limited number of obligors or issuers and accordingly represent a relatively undiversified pool of obligor

credit risk; (3) repayment thereof can vary substantially from the contractual payment schedule (if any),

with early prepayment of individual securities depending on numerous factors specific to the particular

issuers or obligors and upon whether, in the case of securities bearing interest at a fixed rate, such

securities include an effective prepayment premium; and (4) proceeds from such repayments can for a

limited period and subject to compliance with certain eligibility criteria be reinvested in additional

securities.

"CMBS Securities" means Underlying Securities that entitle the holders thereof to receive

payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Underlying Securities) on the cash flow from (a) a pool of

commercial mortgage loans made to finance the acquisition, construction and improvement of properties

or (b) the leasing of such properties to corporate tenants. They generally have the following

characteristics: (a) the commercial mortgage loans have varying contractual maturities; (b) the

commercial mortgage loans are secured by real property purchased or improved with the proceeds

thereof; (c) the commercial mortgage loans are obligations of a relatively limited number of obligors and

accordingly represent a relatively undiversified pool of obligor credit risk; (d) repayment thereof can vary

substantially from the contractual payment schedule (if any), with early prepayment of individual loans
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depending on numerous factors specific to the particular obligors and upon whether, in the case of loans
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium.

"Commercial ABS Securities" means Equipment Lease Securities and Small Business Loan
Securities; and any other type of Underlying Securities that becomes a Specified Type after the Closing
Date, subject to Noteholder consent, as described below and is designated as "Commercial ABS
Securities" in connection therewith.

"Consumer ABS Securities" means Automobile Securities, Car Rental Fleet Securities,
Consumer Loan Securities, Credit Card Securities and Student Loan Securities; and any other type of
Underlying Securities that becomes a Specified Type after the Closing Date, subject to Noteholder
consent, as described below and is designated as "Consumer ABS Securities" iri connection therewith.

"Consumer Loan Securities" means Underlying Securities that entitle the holders thereof to
receive payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Underlying Securities) on the cash flow from balances
outstanding under revolving consumer loan accounts, generally having the following characteristics: (1)
the accounts have standardized payment terms; (2) the balances are obligations of numerous borrowers
and accordingly represent a very diversified pool of obligor credit risk; and (3) the repayment stream on
such balances does not depend upon a contractual payment schedule, with early repayment depending
primarily on interest rates, availability of credit against a maximum credit limit and general economic
matters.

"Credit Card Securities" means Underlying Assets that entitle the holders thereof to receive
payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Underlying Securities) on the cash flow from balances
outstanding under revolving consumer credit card accounts, generally having the following
characteristics: (1) the accounts have standardized payment terms and require minimum monthly
payments; (2) the balances are obligations of numerous borrowers and accordingly represent a
diversified pool of obligor credit risk; and (3) the repayment stream on such balances does not depend
upon a contractual payment schedule, with early repayment depending primarily on interest rates,
availability of credit against a maximum credit limit and general economic matters.

"Emerging Market " means a country that is in Latin America, Asia, Africa, Eastern Europe or the
Caribbean or in a country the Dollar denominated obligations of which are rated lower than Aa2" by
Moody's or "AA" by Standard & Poor's;

"Equipment Lease Securities" means Underlying Assets that entitle the holders thereof to
receive payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Underlying Assets) on the cash flow from leases and subleases
of equipment to commercial and industrial customers, generally having the following characteristics: (1)
the leases and subleases have varying contractual maturities; (2) the leases or subleases are obligations
of a relatively limited number of obligors and accordingly represent an undiversified pool of obligor credit
risk; (3) the repayment stream on such leases and subleases is primarily determined by a contractual
payment schedule, with early termination of such leases and subleases predominantly dependent upon
the disposition to a lessee, sublessee or third party of the underlying equipment; and (4) such leases or
subleases typically provide for the right of the lessee or sublessee to purchase the equipment for its
stated residual value, subject to payments at the end of lease term for excess usage.

"Mid-Prime Securities" means Residential Securities that have a FICO Score above 625 and
below 700.
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"Non-Subprime Home Equity Loan Underlying Securities" means Underlying Assets (other
than Residential B/C Mortgage-Backed Securities and Residential A Mortgage-Backed Securities) that
entitle their holders to receive payments that depend primarily on the cash flow from balances (including
revolving balances) outstanding under loans or lines of credit to non-subprime borrowers secured by
residential real estate (single or two-or-four-family properties) the proceeds of which loans or lines of
credit are not generally used to purchase such real estate or to purchase or construct dwellings thereon
(or to refinance indebtedness previously used for such purchase or construction), generally having the
following characteristics: (1) the balances have standardized payment terms and require minimum
monthly payments; (2) the balances are obligations of numerous borrowers and accordingly represent a
diversified pool of obligor credit risk; (3) the repayment stream on such balances does not depend upon a
contractual payment schedule, with early repayment depending primarily on interest rates and general
economic matters; and (4) the loan or line of credit may be secured by residential real estate with a
market value (determined on the date of origination of such loan or line of credit) that is less or more than
the original proceeds of such loan or line of credit

"Prime Securities" means Residential Securities that have a FICO Score equal to or above 700.

"Residential A Mortgage-Backed Securities" means Underlying Assets (other than Residential
B/C Mortgage-Backed Securities and Non-Subprime Home Equity Loan Underlying Securities) that entitle
their holders to receive payments that depend primarily on the cash flow from prime residential mortgage
loans secured (on a first priority basis, subject to permitted liens, easements and other encumbrances) by
residential real estate (single or two-to-four-family properties) the proceeds of which were used to
purchase real estate and purchase or construct dwellings thereon (or to refinance indebtedness
previously so used), generally having the following characteristics: (1) the mortgage loans have
standardized payment terms and require minimum monthly payments; (2) the mortgage loans are
obligations of numerous borrowers and accordingly represent a diversified pool of obligor credit risk; (3)
repayment of such securities can vary substantially from their contractual payment schedules and
depends entirely upon the rate at which the mortgage loans are repaid; and (4) the repayment of such
mortgage loans is subject to a contractual payment schedule, with early prepayment of individual loans
depending on numerous factors specific to the particular obligors and upon whether, in the case of loans
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium and
with early repayment depending primarily on interest rates and the sale of the mortgaged real estate and
related dwelling and generally no penalties for early repayment.

"Residential B/C Mortgage-Backed Securities" means Underlying Assets (other than
Residential A Mortgage-Backed Securities and Non-Subprime Home Equity Loan Underlying Securities)
that entitle their holders to receive payments that depend primarily on the cash flow from subprime
residential mortgage loans secured (on a first priority basis, subject to permitted liens, easements and
other encumbrances) by residential real estate (single or two-to-four-family properties) the proceeds of
which were used to purchase real estate and purchase or construct dwellings thereon (or to refinance
indebtedness previously so used), generally having the following characteristics: (1) the mortgage loans
have standardized payment terms and require minimum monthly payments; (2) the mortgage loans are
obligations of numerous borrowers and accordingly represent a diversified pool of obligor credit risk; (3)
repayment of such securities can vary substantially from their contractual payment schedules and
depends entirely upon the rate at which the mortgage loans are repaid; and (4) the repayment of such
mortgage loans is subject to a contractual payment schedule, with early prepayment of individual loans
depending on numerous factors specific to the particular obligors and upon whether, in the case of loans
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium and
with early repayment depending primarily on interest rates and the sale of the mortgaged real estate and
related dwelling and generally no penalties for early repayment.
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"Residential Securities" or "RMBS Securities" means Residential A Mortgage-Backed
Securities, Residential BIC Mortgage-Backed Securities and Non-Subprime Home Equity Loan
Underlying Securities.

"Small Business Loan Securities" means Underlying Securities (other than Franchise
Securities) that entitle the holders thereof to receive payments that depend (except for rights or other
assets designed to assure the servicing or timely distribution of proceeds to holders of the Underlying
Securities) on the cash flow from general purpose corporate loans made to small business concerns,
including but not limited to those (a) made pursuant to Section 7(a) of the United States Small Business

Act, as amended, and (b) partially guaranteed by the United States Small Business Administration. Small
Business Loan Securities generally have the following characteristics: (1) the loans have standardized
terms; (2) the loans are obligations of a relatively limited number of borrowers and accordingly represent
an undiversified pool of obligor. credit risk; and (3) repayment thereof can vary substantially from the

contractual payment schedule (if any), with early prepayment of individual loans depending on numerous

factors specific to the particular obligors and upon whether, in the case of loans bearing interest at a fixed

rate, such loans or securities include an effective prepayment premium. For the purpose of this definition,
"Franchise Securities" means Underlying Securities that entitle the holders thereof to receive payments

that depend (except for rights or other assets designed to assure the servicing or timely distribution of

proceeds to holders of the Underlying Securities) on the cash flow from (a) a pool of franchise loans

made to operators of franchises that provide oil, gasoline, restaurant or food services and provide other

services related thereto and (b) leases or subleases of equipment to such operators for use in the

provision of such goods and services. They generally have the following characteristics: (1) the loans,
leases or subleases have varying contractual maturities; (2) the loans are secured by real property

purchased or improved with the proceeds thereof (or to refinance an outstanding loan the proceeds of

which were so used); (3) the obligations of the lessors or sublessors of the equipment may be secured

not only by the leased equipment but also the related real estate; (4) the loans, leases and subleases are

obligations of a relatively limited number of obligors and accordingly represent a relatively undiversified

pool of obligor credit risk; (5) payment of the loans can vary substantially from the contractual payment

schedule (if any), with prepayment of individual loans depending on numerous factors specific to the

particular obligors and upon whether, in the case of loans bearing interest at a fixed rate, such loans

include an effective prepayment premium; (6) the repayment stream on the leases and subleases is

primarily determined by a contractual payment schedule, with early termination of such leases and

subleases predominantly dependent upon the disposition to a lessee, a sublessee or third party of the

underlying equipment; (7) such leases and subleases typically provide for the right of the lessee or

sublessee to purchase the equipment for its stated residual value, subject to payments at the end of a

lease term for excess usage or wear and tear; and (8) the ownership of a franchise right or other similar

license and the creditworthiness of such franchise operators is the primary factor in any decision to invest

in these securities.

"Student Loan Securities" means Underlying Assets that entitle the holders thereof to receive

payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Underlying Securities) on the cash flow from loans made to

students (or their parents) to finance educational needs, generally having the following characteristics:

(1) the loans have standardized terms; (2) the loans are obligations of numerous borrowers and

accordingly represent a diversified pool of obligor credit risk; (3) the repayment stream on such loans is

primarily determined by a contractual payment schedule, with early repayment on such loans

predominantly dependent upon interest rates and the income of borrowers following the commencement

of amortization; and (4) such loans may be fully or partially insured or reinsured by the United States

Department of Education.
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"Sub-Prime Securities" means Residential Securities that have a FICO Score equal to or below
625.

Underlying Assets-Synthetic Securities

The following is a description of the Synthetic Securities. The terms used in this Section "-

Synthetic Securities" but not otherwise defined in this Offering Circular have the meanings set forth in the
form of Confirmation attached hereto as Schedule G in the case of Reference Obligations that are RMBS
Securities, in the form of Confirmation attached hereto as Schedule H in the case of Reference
Obligations that are ABX Tranche Securities, in the form of Confirmation attached hereto as Schedule I
in the case of Reference Obligations that are CMBS Securities or in the form of Confirmation attached
hereto as Schedule J in the case of Reference Obligations that are CDO Securities. The terms of any
additional Synthetic Security may vary substantially from the terms described below and in the
Confirmation. Any Synthetic Security documented under any of the forms of confirmation attached hereto
as Schedule G, Schedule I-, Schedule I and Schedule J is a "Form-Approved Synthetic Security"

The Issuer may not enter into any Synthetic Security that is not a Form-Approved Synthetic Security
unless the Rating Agency Condition is satisfied and, the Issuer may not enter into any Synthetic Security
that is not a "pay as you go" swap unless the Issuer, or the Collateral Manager on behalf of the Issuer,
requests and receives the recovery rate and rating applicable to such Synthetic Security from Standard &
Poor's. For the avoidance of doubt, Offset Transactions and Offsetting Transactions will not be deemed

to be Synthetic Securities. Any material change to the terms of an additional Confirmation will be

required to satisfy the Rating Condition.

Prior to the Closing Date, the Issuer will have entered into a series of credit default swaps (each a

"Synthetic Security") with Deutsche Bank AG (in such role, the "First Synthetic Security
Counterparty"). Each Synthetic Security relates to a Reference Obligation whereby the Issuer sells

credit protection to the related Synthetic Security Counterparty on such Reference Obligation. Each

Synthetic Security will be entered into pursuant to a 1992 ISDA Master Agreement (Multicurrency-Cross
Border), including the schedule thereto (the "Master Agreement"), between the Issuer and a Synthetic

Security Counterparty, and a separate confirmation of transaction (a "Confirmation") evidencing the

Synthetic Security thereunder. Each Confirmation may evidence several different transactions, each of

which is separate and distinct from all others documented under such Confirmation and relates to an

individual Reference Obligation that is an Asset-Backed Security. Terms used in this section and not

defined herein or in the Confirmations attached hereto as (i) Schedule G in the case of Reference

Obligations that are RMBS Securities, in the form of Confirmation, (ii) attached hereto as Schedule H in

the case of Reference Obligations that are ABX Tranche Securities, (iii) in the form of Confirmation

attached hereto as Schedule I in the case of Reference Obligations that are CMBS Securities or (iv) in
the form of Confirmation attached heretb as Schedule J in the case of Reference Obligations that are

CDO Securities will have the meanings specified in the 2003 ISDA Credit Derivatives Definitions as

published by ISDA (the "Credit Derivatives Definitions").

For the avoidance of doubt the Synthetic Securities will exclude any Offsetting Transactions and

any Synthetic Security that constitutes a component of the Offset Transactions shall cease to be a

Synthetic Security from and including the time the relevant Offsetting Transaction is effective.

"Reference Obligation" means any Asset-Backed Security that, as of the related trade date,
satisfies the Eligibility Criteria.

"Reference Obligor" means the obligor on a Reference Obligation.
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Following the Closing Date and only in accordance with the Eligibility Criteria, the Issuer may (i)
enter into additional Synthetic Securities with the First Synthetic Security Counterparty and/or (ii) enter
into new Synthetic Securities with different synthetic security counterparties (together with the First
Synthetic Security Counterparty, the "Synthetic Security Counterparties") pursuant to a separate
Master Agreement and Confirmation; provided that after giving effect to any such transaction, the

Synthetic Security Collateral Amount equals or exceeds the Required Synthetic Security Collateral
Amount. The "Synthetic Security Collateral Amount" equals on any date of determination, the amount
on deposit in the related Synthetic Security Collateral Account, if any (including the Aggregate
Principal/Notional Balance of the Eligible Investments on deposit in such account, but excluding all
earnings on such Eligible Investments). The "Required Synthetic Security Collateral Amount" equals,
with respect to each Synthetic Security Counterparty, on any date of determination, the Aggregate
Principal/Notional Balance of all Synthetic Securities entered into with such Synthetic Security
Counterparty minus the Aggregate Principal/Notional Balance of all Offset Transactions with respect to
Synthetic Securities entered into with such Synthetic Security Counterparty. Each Master Agreement
entered into with a Synthetic Security Counterparty shall be substantially identical to the Master
Agreement entered into between the Issuer and the First Synthetic Security Counterparty prior to closing

or, if not substantially identical, shall be approved by the First Synthetic Security Counterparty and each
Rating Agency. Each Confirmation entered into with a Synthetic Security Counterparty shall be
substantially similar to (w) the form of Confirmation attached hereto as Schedule G in the case of
Reference Obligations that are RMBS Securities, (x) the form of Confirmation attached hereto as
Schedule H in the case of Reference Obligations that are ABX Tranche Securities, (y) the form of

Confirmation attached hereto as Schedule I in the case of Reference Obligations that are CMBS
Securities or (z) the form of Confirmation attached hereto as Schedule J in the case of Reference
Obligations that are CDO Securities or, if not substantially similar, shall be approved by each other

Synthetic Security Counteroarty and each Rating Agency.

Each Synthetic Security Counterparty has the right in the event of an assignment of the relevant
Synthetic Security to reject any replacement for the Issuer. In deciding whether to accept or reject a

replacement for the Issuer, the Synthetic Security Counterparty does not have to consider the interests of

the Issuer or the Noteholders. If as of any Determination Date, the amount on deposit in the Synthetic
Security Collateral Account exceeds the Required Synthetic Security Collateral Amount, such excess
amount will be deposited into the Principal Collection Account and deemed to be Principal Proceeds.
Under each Synthetic Security, on each Fixed Rate Payer Payment Date, the relevant Synthetic Security
Counterparty will be obligated to pay the Fixed Amounts to the Issuer. The First Synthetic Security
Counterparty will pay the Fixed Amount to the Issuer as determined by Deutsche Bank AG as calculation

agent (together with its permitted successors and assigns in such capacity, the "Synthetic Security
Calculation Agent").

In addition, on each Fixed Rate Payer Payment Date, the relevant Synthetic Security
Counterparty will be obligated to pay the Additional Fixed Amount, if due, to the Issuer. The Additional
Fixed Amount is comprised of Interest Shortfall Reimbursement Payment Amounts, Writedown

Reimbursement Payment Amounts and Principal Shortfall Reimbursement Payment Amounts.

Under each Synthetic Security, on each Floating Rate Payer Payment Date, the Issuer will be

obligated to pay the applicable Floating Amounts to the related Synthetic Security Counterparty.

Each Synthetic Security Counterparty may, at its option, at any time following the occurrence of a

Credit Event under a Confirmation with respect to a RMBS Security, CMBS Security or CDO Security,
physically deliver all or a portion of the underlying Reference Obligation to the Issuer (any such delivered
Reference Obligation or portion thereof, a "Delivered Obligation") with an Exercise Amount not to
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exceed the Notional Amount of the related Synthetic Security. Upon such physical delivery of any

Reference Obligation or portion thereof, the Issuer will be obligated to pay to the related Synthetic

Security Counterparty an amount in cash equal to the Physical Settlement Amount. Any such Delivered

Obligation will be credited to a securities account maintained with the Trustee subject to the lien of the

Indenture. Upon delivery, any Delivered Obligation will be deemed to be an Underlying Asset and will

have the same effect on the Eligibility Criteria as the related Synthetic Security prior to the delivery and

with a Principal/Notional Balance equal to its outstanding Principal/Notional Balance. 'Notional Amount"

of any Synthetic Security will equal the "Reference Obligation Notional Amount' as defined in such

Synthetic Security.

Allocation Procedures. With respect to the Synthetic Securities and Offsetting Transactions, and

before any disbursements are made pursuant to "Description of the Notes-Priority of Payments-

Interest Proceeds" and "-Principal Proceeds" (i) Floating Payments and other amounts due under any

Synthetic Security, (ii) Physical Settlement Amounts, (iii) Principal Payment Amounts, (iv) payments of

Additional Fixed Amounts, (v) termination amounts and (vi) Offsetting Transactions will be allocated in

accordance with the "Allocation Procedures" described below and such amounts will not be applied

through the Priority of Payments unless specifically set forth below:

(i) Floating Payments and other amounts due under the Synthetic Securities. If on

any Business Day, Floating Payments or any other amounts are due and payable

by the Issuer in accordance with the provisions of any Synthetic Security, other

than Interest Shortfall Amounts and any termination payments with respect to an

early termination or an event of default (the "Synthetic Security Payment
Amount"), the Trustee shall, on behalf of the Issuer, and pursuant to instruction

of the Issuer or Collateral Manager acting on its behalf, subject to the procedures
set forth in the Indenture:

(A) withdraw from the Synthetic Security Collateral Account (including, at the

Collateral Manager's discretion, by withdrawing the necessary amount
from the Investment Agreement) an amount equal to the lesser of (1) the
amount credited to the Synthetic Security Collateral Account and (2) the
Synthetic Security Payment Amount; and

(B) if the amount withdrawn under (A) above is less than the Synthetic

Security Payment Amount, withdraw from the Principal Collection
Account an amount equal to the lesser of (1) the amount credited to the

Principal Collection Account and (2) the Synthetic Security Payment
Amount less the amounts withdrawn pursuant to clause (A) above.

The Trustee, on behalf of the Issuer, and pursuant to instruction of the Issuer or

Collateral Manager acting on its behalf, shall pay such proceeds to the relevant Synthetic

Security Counterparty in an amount equal to the Synthetic Security Payment Amount.

(ii) Physical Settlement Amount. If on any Business Day, the Physical Settlement

Amount for any Delivered Obligation is due and payable by the Issuer to the

relevant Synthetic Security Counterparty pursuant to the terms of the related

Synthetic Security, the Trustee shall, on behalf of the Issuer, and pursuant to

instruction of the Issuer or Collateral Manager acting on its behalf, subject to the

procedures set forth in the Indenture:
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(A) withdraw from the Synthetic Security Collateral Account (including, at the
Collateral Managers discretion, by withdrawing the necessary amount
from the Investment Agreement) an amount equal to the lesser of (1) the
amount credited to the Synthetic Security Collateral Account and (2) the
Physical Settlement Amount; and

(B) - if the amount withdrawn under (A) above is less than the Physical
Settlement Amount, withdraw from the Principal Collection Account an
amount equal to the lesser of (1) the amount credited to the Principal
Collection Account and (2) the Physical Settlement Amount less the
amounts withdrawn pursuant to clause (A) above.

The Trustee, on behalf of the Issuer, and pursuant to instruction of the Collateral
Manager, shall pay such proceeds to the relevant Synthetic Security Counterparty in an
amount equal to the Physical Settlement Amount.

(iii) Princioal Payment Amount. If on any Business Day, there is a Principal Payment
Amount with respect to any Reference Obligation under a Synthetic Security, the
Trustee shall, on behalf of the Issuer, and pursuant to instruction of the Collateral
Manager, subject to the procedures set forth in the Indenture, withdraw from the
Synthetic Security Collateral Account (including, at the Collateral Manager's
discretion, by withdrawing the necessary amount from the Investment
Agreement), an amount equal to the lesser of (1) the amount credited to the
Synthetic Security Collateral Account (including the amount that the Issuer can
withdraw from the Investment Agreement) and (2) the Principal Payment
Amount, and such withdrawn amounts will be deemed to be Principal Proceeds
and credited to the Principal Collection Account.

(iv) Payments of Additional Fixed Amounts. If on any Business Day, the Issuer
receives Additional Fixed Amounts, the Issuer shall allocate (i) any Interest
Shortfall Reimbursement Payment Amount, into the Interest Collection Account
as Interest Proceeds and (ii) any Writedown Reimbursement Payment Amount,
any Principal Shortfall Reimbursement Payment Amount into the Synthetic
Security Collateral Account.

(v) Termination or Novation of a Synthetic Security. If on any Business Day, (A)(x)
there is an early termination of a Synthetic Security resulting from a termination
event or an event of default pursuant to the terms of the related Synthetic
Security, and (y) the Issuer is the Defaulting Party or sole Affected Party (as such
term is defined in the related Synthetic Security) and (z) as a result of the
termination of the Synthetic Security, a termination payment is due to the
Synthetic Security Counterparty or (B) the Issuer novates a Synthetic Security
and a payment is due to the replacement synthetic swap counterparty (such
amount, the "Synthetic Security TerminationlNovation Payment (Issuer)") the
Trustee shall, on behalf of the Issuer, and pursuant to written instruction of the
Collateral Manager, subject to the procedures set forth in the Indenture:

(A) withdraw from the Synthetic Security Collateral Account (including, at the
Collateral Manager's discretion, by withdrawing the necessary amount
from the Investment Agreement) an amount equal to the lesser of (1) the
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amount credited to the Synthetic Security Collateral Account and (2) the
Synthetic Security Termination/Novation Payment (Issuer); and

(B) if the amount withdrawn under (A) above is less than the Synthetic
Security Termination/Novation Payment (Issuer), withdraw from the
Principal Collection Account an amount equal to the lesser of (1) the
amount credited to the Principal Collection Account and (2) the Synthetic
Security Termination/Novation Payment (Issuer) less the amounts
withdrawn pursuant to clause (A).

The Trustee, on behalf of the Issuer, shall pay from such proceeds any amounts due to
the Synthetic Security Counterparty of the related Synthetic Security (other than with
respect to a termination event or event of default where the Synthetic Security
Counterparty is the Defaulting Party or Affected Party (as such term is defined in the
Synthetic Security)).

(vi) Payment of amounts due under the Offsetting Transactions. Any termination
payments due to the Offsetting Transaction Counterparty in connection with the
Disposition of an Offsetting Transaction will be made from the termination
payment received by the Issuer in respect of the Disposition of the related Offset
Transaction (if both the Offset Transaction and related Offsetting Transaction are
terminated) or from Principal Proceeds (if only the Offsetting Transaction is
terminated). If an Offsetting Transaction and the related Offset Transaction are
terminated at the same time, any payments received by the Issuer in connection
with the Disposition of an Offsetting Transaction will be netted against payments
paid by the Issuer in connection with the related Disposition of the corresponding
Offset Transaction.

Floating Payments Payable by the Issuer. With respect to each Synthetic Security executed

substantially in the form as shown in Schedule G, Schedule H, Schedule I or in Schedule J the Issuer

shall pay to the Synthetic Security Counterparty on each Floating Rate Payer Payment Date the

"Floating Payment" applicable to such Synthetic Security as calculated by the Synthetic Security

Calculation Agent and confirmed by the Trustee, which shall equal the related Writedown Amount,
Principal Shortfall Amount or Interest Shortfall Payment Amount, as applicable.

"Writedown Amount" means, with respect to any Reference Obligation Payment Date, the

product of (a) the amount of any Writedown on such date, (b) the Applicable Percentage and (c) the
Reference Price.

"Principal Shortfall Amount" which means, with respect to a Failure to Pay Principal, the

greater of (i) zero; and (ii) the product of (a) the Expected Principal Amount minus the Actual Principal

Amount, (b) the Applicable Percentage and (c) the Reference Price. If the Principal Shortfall Amount

would not be greater than the Notional Amount immediately prior to the occurrence of a Failure to Pay
Principal, then the Principal Shortfall Amount shall be deemed to be equal to the Notional Amount at such

time.

"Interest Shortfall Amount" means, with respect to any Reference Obligation Payment Date, an

amount equal to the greater of (a) zero and (b) the product of (i) the Expected Interest Amount minus the

Actual Interest Amount and (ii) the Applicable Percentage; provided that the Interest Shortfall Amount

shall be subject to a "Fixed Cap" or other similar provision such that the Interest Shortfall Amount payable
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with respect to an interest period shall be limited to the Fixed Amount payable by the relevant Synthetic
Security Counterparty.

"Expected Interest Amount" means, with respect to any Reference Obligation Payment Date,
the amount of current interest that would accrue during the related Reference Obligation Calculation
Period calculated using the Reference Obligation Coupon on a Principal/Notional Balance of the

Reference Obligation equal to the Outstanding Principal Amount taking into account any reductions due

to a principal deficiency balance or realized loss amount (however described in the Underlying
Instruments) that are attributable to the Reference Obligation. Except as provided in the previous
sentence, the Expected Interest Amount shall be determined without regard to (i) unpaid amounts in

respect of accrued interest on prior Reference Obligation Payment Dates, or (ii) any prepayment
penalties or yield maintenance provisions.

"Actual Interest Amount" means, with respect to any Reference Obligation Payment Date,

payment by or on behalf of the Issuer of an amount in respect of interest due under Reference Obligation
including, without limitation, any deferred interest, defaulted interest, but excluding payments in respect of

prepayment penalties or principal (except that the Actual Interest Amount shall include any payment of

principal representing capitalized interest) paid to the holder(s) of the Reference Obligation in respect of

the Reference Obligation.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation

Payment Date, a period corresponding to the interest accrual period relating to such Reference Obligation

Payment Date pursuant to the Underlying Instruments; provided, however, that in the case of the first

Reference Obligation Calculation Period, such Reference Obligation Calculation Period shall commence

on and include the Effective Date of such Synthetic Security.

"Floating Rate Payer Payment Date" has the meaning specified in the related Synthetic

Security, but will generally mean the first Fixed Rate Payer Payment Date falling at least two Business

Days after delivery of a notice by the Calculation Agent to the Synthetic Security Counterparty and the

Issuer or the Synthetic Security Counterparty to the Issuer that the related Floating Amount is due.

Additional Fixed Amounts Payable by the Synthetic Security Counterparty. With respect to each

Synthetic Security executed in the form as shown in Schedule G, in the form as shown in Schedule H, in

the form as shown in Schedule I or in the form as shown in Schedule J, in addition to the Fixed

Amounts, the Synthetic Security Counterparty shall pay to the Issuer "Additional Fixed Amounts"

consisting of:

(a) the payment of an Actual Interest Amount that is greater than the Expected Interest

Amount multiplied by the Applicable Percentage subject to the Fixed Cap (such
reimbursement amount the "Interest Shortfall Reimbursement Payment Amount");

(b) the Writedown Reimbursement Amount specified by the Synthetic Security Calculation

Agent in its notice to the parties or the Issuer in its notice to the Synthetic Security
Counterparty of the existence of a Writedown Reimbursement (such reimbursement
amount, the "Writedown Reimbursement Payment Amount"); provided that the

aggregate of all Writedown Reimbursement Payment Amounts at any time shall not

exceed the aggregate of all Floating Amounts paid by the Issuer in respect of

Writedowns; and

(c) the Principal Shortfall Reimbursement Amount specified by the Synthetic Security
Calculation Agent in its notice to the parties or the Issuer in its notice to the Synthetic
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Security Counterparty of the existence of a Principal. Shortfall Reimbursement (such
reimbursement amount, the "Principal Shortfall Reimbursement Payment Amount");
provided that the aggregate of all Principal Shortfall Reimbursement Payment Amounts at
any time shall not exceed the Aggregate of all Floating Amounts paid by the Issuer in
respect of occurrences of Failure to Pay Principal.

"Writedown Reimbursement" means, with respect to any day, the occurrence of either (a) a
payment in respect of the Reference Obligation in reduction of any prior Writedowns or (b) (I) an increase
in the Outstanding Principal Amount of the Reference Obligation to reflect the reversal of any prior
Writedowns or (ii) a decrease in the principal deficiency balance or realized loss amounts (howsoever
described in the Underlying Instruments) attributable to the Reference Obligation).

"Writedown Reimbursement Amount" means, with respect to any day the product of (a) the
sum of all Writedown Reimbursements on that day (b) the Applicable Percentage and (c) the Reference
Price.

"Principal Shortfall Reimbursement Amount" means, with respect to any Reference Obligation
Payment Date, the product of (a) the amount of any Principal Shortfall Reimbursement, (b) the Applicable
Percentage and (c) the Reference Price.

"Principal Shortfall Reimbursement" means, with respect to any Reference Obligation Payment
Date, the payment of an amount in respect of the Reference Obligation in or toward the satisfaction of

any deferral of or failure to pay principal arising from one or more prior occurrences of a Failure to Pay
Principal.

Credit Events. "Credit Event" means, solely with respect to Reference Obligations that are
RMBS Securities, with respect to any Reference Obligation, the occurrence of a:

(i) "Failure to Pay Principal", means (i) a failure by the Reference Entity (or any
Insurer) to pay an Expected Principal Amount on the Final Amortization Date or
the Legal Final Maturity Date, as the case may be or (ii) payment on any such
day of an Actual Principal Amount that is less than the Expected Principal
Amount; provided that the failure by the Reference Entity (or any Insurer) to pay
any such amount in respect of principal in accordance with the foregoing shall
not constitute a Failure to Pay Principal if such failure has been remedied within
any grace period applicable to such payment obligation under the Underlying
Instruments or, if no such grace period is applicable, within three Business Days
after the day on which the Expected Principal Amount was scheduled to be paid;

(ii) "Writedown", means the occurrence at any time on or after the Effective Date of:
(i) (A) a writedown or applied loss (however described in the Underlying
Instruments) resulting in a reduction in the Outstanding Principal Amount (other
than as a result of a scheduled or unscheduled payment of principal); or (B) the
attribution of a principal deficiency or realized loss (howsoever described in the
Underlying Instruments) to the Reference Obligation resulting in a reduction of
the current interest payable on the Reference Obligation; or (ii) the forgiveness of
any amount of principal by the holders of the Reference Obligation pursuant to
an amendment to the Underlying Instruments resulting in a reduction in the
Outstanding Principal Amount;
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(iii) "Distressed Ratings Downgrade", which means that the Reference Obligation,
on any date of determination:

(a) if publicly rated by Moody's,

(i) is downgraded to "Caa2" or below by Moody's or

(ii) has the rating assigned to it by Moody's withdrawn and, in each
case, not reinstated within five (5) Business Days of such
downgrade or withdrawal; provided, if such Reference Obligation
was assigned a public rating of "Baa3" or higher by Moody's
immediately prior to the occurrence of such withdrawal, it shall
not constitute a Distressed Ratings Downgrade if such
Reference Obligation is assigned a public rating of at least
"Caal" by Moody's within three (3) calendar months of such
withdrawal; or

(b) if publicly rated by Standard & Poor's,

(i) is downgraded to "CCC" or below by Standard & Poor's or

(ii) has the rating assigned to it by Standard & Poor's withdrawn
and, in each case, not reinstated within five (5) Business Days of
such downgrade or withdrawal; provided, if such Reference
Obligation was assigned a public rating of "BBB-" or higher by
Standard & Poor's immediately prior to the occurrence of such
withdrawal, it shall not constitute a Distressed Ratings
Downgrade if such Reference Obligation is assigned a public
rating of at least "CCC+" by Standard & Poor's within three (3)
calendar months of such withdrawal; or

(c) if publicly rated by Fitch Ratings Inc. ("Fitch"),

(i) is downgraded to "CCC" or below by Fitch or

(ii) has the rating assigned to it by Fitch withdrawn and, in each
case, not reinstated within five (5) Business Days of such
downgrade or withdrawal; provided, however, if such Reference
Obligation was assigned a public rating of "BBB-" or higher by
Fitch immediately prior to the occurrence of such withdrawal, it
shall not constitute a Distressed Ratings Downgrade if such
Reference Obligation is assigned a public rating of at least
"CCC+" by Fitch within three (3) calendar months of such
withdrawal.

"Credit Event" means, solely with respect to Reference Obligations that are CMBS Securities,
with respect to any Reference Obligation, the occurrence of a Failure to Pay Principal or a Writedown.

"Credit Event" means, solely with respect to Reference Obligations that are CDO Securities, with
respect to any Reference Obligation, the occurrence of a Failure to Pay Principal, a Writedown, a
Distressed Ratings Downgrade or a Failure to Pay Interest.
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"Failure to Pay Interest" means the occurrence of an Interest Shortfall Amount or Interest
Shortfall Amounts (calculated on a cumulative basis) in excess of the relevant Payment Requirement.

Downgrade of the Synthetic Security Counterparties. If a Synthetic Security Counterparty or its

guarantor fails to maintain certain rating levels described in the Schedule to the ISDA Master Agreement,
such Synthetic Security Counterparty may be required to post collateral, obtain a guaranty from a

guarantor with the required rating, or assign its rights and obligations under each related Synthetic

Security to a replacement synthetic security counterparty satisfying the ratings requirements specified by

each of the Rating Agencies for the synthetic security counterparty and, if the Synthetic Security

Counterparty does not, within thirty (30) days of such failure (or where the Synthetic Security

Counterparty fails to maintain certain lower rating levels described in the Schedule to the ISDA Master

Agreement, it does not, within 10 days of such failure) take such action, the Issuer will be permitted to

terminate each such Synthetic Security.

If and to the extent that the Synthetic Security Counterparty posts collateral to secure its

obligations under the related Synthetic Security due to failure to maintain certain rating levels described in

the Schedule to the ISDA Master Agreement, the Trustee shall establish a Synthetic Security Issuer

Account. The Trustee shall credit to the Synthetic Security Issuer Account all amounts that are required

to secure the obligations of the Synthetic Security Counterparty. Except for investment earnings, the

Synthetic Security Counterparty shall not have any legal, equitable or beneficial interest in the related

Synthetic Security Issuer Account other than in accordance with the Indenture, the applicable Synthetic

Security and applicable law.

Governinq Law. Each Synthetic Security will state that it will be governed by, and will be

construed in accordance with, the laws of the State of New York without regard to any conflicts of laws

principle. Each of the Issuer and the Synthetic Security Counterparty will be required to submit to the

jurisdiction of the New York courts in connection with each Synthetic Security, and the Issuer is expected

to appoint CT Corporation System to accept service of process on its behalf.

Investments in Synthetic Securities present risks in addition to those associated with other types

of Underlying Assets. See "Risk Factors-Nature of the Underlying Assets" and "-Synthetic Securities".

Offsetting Transactions

General. The Issuer may from time to time, enter into credit default swaps with one or more

Offsetting Transaction Counterparties, to the extent required in order to hedge all or part of its credit

exposure (determined as set out below) to one or more obligors under Synthetic Securities (each such

transaction, as "Offsetting Transaction"). The Offsetting Transaction Counterparty in respect of an

Offsetting Transaction must be the same entity as the Synthetic Security Counterparty under the

Synthetic Security being hedged. In the event that any such Offsetting Transaction is entered into in

respect of all or part of a Synthetic Security, such Synthetic Security (or part thereof) will no longer be

considered a Synthetic Security (the notional amount of such Synthetic Security so offset, the "Offset

Transaction").

The notional amount of an Offsetting Transaction may not exceed the notional amount of the

respective Synthetic Security. The purpose of the Offset Transaction is to hedge all or part of the Issuer's

credit exposure. In the reasonable judgment of the Collateral Manager acting on behalf of the Issuer,

such Offsetting Transaction must hedge the Issuer's risk of loss (in whole or in part) with respect to the

relevant Synthetic Security and the Offsetting Transaction must relate to the same Reference Obligation

and provide for all obligations thereunder to have substantially the same characteristics as obligations

specified in such Synthetic Security (other than premium payable).
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Following an event of default or termination event with respect to an Offset Transaction, the
related Offsetting Transaction will be required to terminate. An Offsetting Transaction may be terminated
without termination of the related Offset Transaction only if (i) any termination payments due from the
Issuer in respect of such termination will be paid from Principal Proceeds, (ii) such termination (and
therefore the reconversion of the relevant Offset Transaction into a Synthetic Security) complies with all
conditions applicable to the acquisition of an Underlying Asset and (iii) there are funds in the Principal
Collection Account to adequately collateralize the Synthetic Security that the relevant Offset Transaction
reconverts to as a result of the termination of the Offsetting Transaction.

The fixed amounts payable with respect to an Offsetting Transaction must be less than or equal
to the fixed amounts payable with respect to the related Offset Transaction and in certain circumstances
the Issuer may be required to make an upfront payment to the Offsetting Transaction Counterparty. Any
initial payments made by the Issuer to the Offsetting Transaction Counterparty in connection with the
entry into an Offsetting Transaction shall be made from Principal Proceeds. The difference between the
Fixed Amount received with respect to an Offset Transaction and the Fixed Amount paid on the Offsetting
Transaction shall be considered Principal Proceeds. Offsetting Transactions shall be limited to an
aggregate notional amount equal to 20% of the Net Outstanding Underlying Asset Balance as of the
Closing Date. For the avoidance of doubt, if there are not sufficient funds available in the Principal
Collection Account for the Issuer to make any initial payment required to be paid by the Issuer in
connection with its entry into an Offsetting Transaction, the Issuer may not enter into such Offsetting
Transaction.

An Offsetting Transaction may only hedge a component in the related Offset Transaction that
prior to such offset was a Synthetic Security. For the avoidance of doubt hedging an Offset Transaction
with additional Offsetting Transactions is not allowed.

Any payments received by the Issuer under an Offsetting Transaction that is a component of an
Offset Transaction will be netted against payments paid by the Issuer under the opposite component. An
Offsetting Transaction must be immediately Disposed if the related Offset Transaction is Disposed.

The acquisition of any Offsetting Transaction will be subject to the Rating Agency Condition
except where such Offsetting Transaction is a Form-Approved Synthetic Security. The fixed amount
payable under any Offsetting Transaction entered into by the Issuer will be paid on an ongoing basis from
Interest Proceeds. The amounts released from the Synthetic Security Collateral Account by virtue of the
entry of the Issuer into any Offsetting Transaction will be constrained by the same conditions applicable to
Disposition Proceeds received in respect of Dispositions of Underlying Assets.

Upon the occurrence of a Credit Event under an Offsetting Synthetic Transaction, the Physical
Settlement Amount or any cash settlement amount receivable by the Issuer will be paid into the Principal
Collection Account, except to the extent that such amounts are offset against any amount payable by the
Issuer.

Notwithstanding anything to the contrary herein:

(1) Offset Transactions and the related Offsetting Transactions will not be considered Assets
for purposes of the Collateral Quality Tests; and

(2) for the purposes of the Eligibility Criteria, neither the Offset Transactions nor the
Offsetting Transactions will be considered.
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Governing Law. Each Offsetting Transaction will state that it will be governed by, and will be
construed in accordance with, the laws of the State of New York without regard to any conflicts of laws
principle. Each of the Issuer and the Offsetting Transaction Counterparty will be required to submit to the
jurisdiction of the New York courts in connection with each Offsetting Transaction, and the Issuer is
expected to appoint CT Corporation System to accept service of process on its behalf.

The Collateral Quality Tests

The Collateral Quality Tests will be used to establish that the characteristics of the Issuers
portfolio on the Closing Date satisfy certain threshold levels and, following the Closing Date, to determine
whether trading of the Underlying Assets is permitted. The "Collateral Quality Tests" are the Standard &
Poor's Minimum Weighted Average Recovery Rate Test, the Moody's Asset Correlation Test, the Moody's
Minimum Weighted Average Recovery Rate Test, the Moody's Weighted Average Rating Factor Test, the
Weighted Average Coupon Test and the Weighted Average Spread Test described below.

Measurement of the degree of compliance with the Collateral Quality Tests will be required on the
Closing Date and on each Measurement Date. For purposes of the Weighted Average Coupon Test and
Weighted Average Spread Test, a Synthetic Security will be included as an Underlying Asset having the
characteristics of the Synthetic Security and not of the related Reference Obligation. A failure by the
Issuer to satisfy a Collateral Quality Test will not result in an Event of Default under the Indenture.

Ratings of Underiving Assets. The "Standard & Poor's Rating" of any Underlying Asset will be
determined as described on Schedule B hereto. The "Moody's Rating" of any Underlying Asset will be
determined as described on Schedule C hereto.

Standard & Poor's Minimum Weighted Average Recovery Rate Test. The "Standard & Poor's
Minimum Weighted Average Recovery Rate Test" will be satisfied on the Closing Date or any
Measurement Date if the Standard & Poor's Weighted Average Recovery Rate is greater than or equal to

(a) with respect to the Class A-la Notes, 30.96%,

(b) with respect to the Class A-1 b Notes, 30.96%,

(c) with respect to the Class A-2 Notes, 30.96%,

(d) with respect to the Class B Notes, 35.77%,

(e) with respect to the Class C Notes, 41.74%,

(f) with respect to the Class D Notes, 48.62% and

(g) with respect to the Class E Notes, 55.74%.

The "Standard & Poor's Weighted Average Recovery Rate" is the number obtained by
summing the products obtained by multiplying the Principal/Notional Balance of each Underlying Asset by
its Standard & Poor's Applicable Recovery Rate, dividing such sum by the Aggregate Principal/Notional
Balance of all such Underlying Assets, multiplying the result by 100 and rounding up to the first decimal
place. The "Standard & Poor's Applicable Recovery Rate" means, with respect to any Underlying Asset,
an amount equal to the percentage for such Underlying Asset (which shall mean with respect to a
Synthetic Security, the related Reference Obligation) set forth in the Standard & Poor's Recovery Matrix
attached as Schedule D in (a) the applicable table, (b) the row in such table opposite the Standard &
Poor's Rating of such Underlying Asset as of the date of issuance of such Underlying Asset and (c)(i) for
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purposes of determining the Standard & Poor's Recovery Rate, the column in such table below the
current rating of the respective Class of Notes or (ii) for purposes of determining the Calculation Amount,
the column in such table below the current rating of the most senior Class of Notes outstanding.

Standard & Poor's CDO Evaluator. The *Standard & Poor's CDO Evaluator" means the
dynamic, analytical computer model developed by Standard & Poor's and used to estimate default risk of
Underlying Assets and provided to the Collateral Manager and the Trustee on or before the Closing Date,
as it may be modified by Standard & Poor's from time to time and provided to the Collateral Manager and
the Trustee following the Closing Date.

Moody's Asset Correlation Test. The "Moody's Asset Correlation Test". means a test which will
be satisfied as of the Closing Date or any Measurement Date if the Moody's Correlation Factor is equal to
or less than 23.06%; provided that a single-obligation Synthetic Security will be included as an Asset-
Backed Security having the characteristics of the related Reference Obligation (and the issuer thereof will
be deemed to be the related Reference Obligor and not the Synthetic Security Counterparty). For the
purpose of this test, the number of assets is 80.

"Moody's CDOROMm Model" means the licensed Moody's CDOROMTM model in the form

provided from time to time by Moody's as updated by Moody's as notified to the Collateral Manager.

'Moody's Correlation Factor means the result labeled "Correlation" of the Moody's
CDOROM" Model calculation.

Moody's Minimum Weighted Average Recovery Rate Test. The "Moody's Minimum Weighted
Average Recovery Rate Test" will be satisfied as of the Closing Date or any Measurement Date if the

Moody's Weighted Average Recovery Rate is greater than or equal to 24.20%.

The "Moody's Weighted Average Recovery Rate" is the number obtained by summing the

products obtained by multiplying the Principal/Notional Balance of each Underlying Asset (excluding any
Defaulted Asset) by Its applicable recovery rate (determined for purposes of this definition in accordance
with Schedule E), dividing such sum by the Aggregate Principal/Notional Balance of all such Underlying
Assets, multiplying the result by 100 and rounding up to the first decimal place.

Moody's Weighted Average Rating Factor Test. The "Moody's Weighted Average Rating
Factor Test" will be satisfied as of the Closing Date or any Measurement Date if the Moody's Weighted
Average Rating Factor of the Underlying Assets is equal to a numerical value of not more than 665.

The "Moody's Weighted Average Rating Factor" is the number determined by dividing:

(a) the summation of the series of products obtained for any Underlying Asset that is not a
Defaulted Asset, by multiplying (i) the Principal/Notional Balance of each such Underlying
Asset by (ii) its respective Moody's Rating Factor, by

(b) the sum of the Aggregate Principal/Notional Balance of all Underlying Assets that are not
Defaulted Securities.

Weighted Average Coupon Test. The "Weighted Average Coupon Test" will be satisfied on the

Closing Date or any Measurement Date if the Weighted Average Coupon is greater than or equal to the

percentage specified in the table below with respect to such date.
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From To WAC

June 2007 Distribution Date September 2007 Distribution Date 5.25%

December 2007 Distribution Date September 2008 Distribution Date 525%

December 2008 Distribution Date September 2009 Distribution Date 5.25%

December 2009 Distribution Date September 2010 Distribution Date 525%

December 2010 Distribution Date September 2011 Distribution Date 5.25%

December 2011 Distribution Date September 2012 Distribution Date 5.25%

December 2012 Distribution Date September 2013 Distribution Date 5.25%

December 2013 Distribution Date September 2014 Distribution Date 5.25%

December 2014 Distribution Date September 2015 Distribution Date 5.25%

December 2015 Distribution Date September 2016 Distribution Date 5.10%

December 2016.Distribution Date September 2017 Distribution Date 5.10%

December 2017 Distribution Date September2018 Distribution Date 5.10%

December 2018 Distribution Date September 2019 Distribution Date 5.10%

December 2019 Distribution Date Thereafter 5.10%

The "Weighted Average Coupon" is the number (rounded up to the next 0.01%) obtained by (i)

summing the products obtained by multiplying (A) the current interest rate on each Underlying Asset that

is a Fixed Rate Security (excluding all Defaulted Securities and Written Down Securities) by (B) the

PrincipaV/Notional Balance of each such Underlying Asset and (ii) dividing such sum by the Aggregate

Principal/Notional Balance of all Underlying Assets that are Fixed Rate Securities (excluding all Defaulted

Securities and Written Down Securities).

Weighted Average Sread Test. The Weighted Average Spread Test will be satisfied as of

the Closing Date or any Measurement Date if the Weighted Average Spread is greater than or equal to

the percentage, specified in the table below with respect to such date.

From To WAS

June 2007 Distribution Date September 2007 Distribution Date 2.20%

December 2007 Distribution Date September 2008 Distribution Date 2.18%

December 2008 Distribution Date September 2009 Distribution Date 2.17%

December 2009 Distribution Date SeTtember 2010 Distribution Date 1.95%

December 2010 Distribution Date Setember 2011 Distribution Date 1.80%
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From To WAS

December 2011 Distribution Date September 2012 Distribution Date 1.57%

December 2012 Distribution Date September 2013 Distribution Date 1.33%

December 2013 Distribution Date September 2014 Distribution Date 1.26%

December 2014 Distribution Date September 2015 Distribution Date 1.15%

December 2015 Distribution Date September 2016 Distribution Date 1.00%

December 2016 Distribution Date September 2017 Distribution Date 1.00%

December 2017 Distribution Date September 2018 Distribution Date 0.90%

December 2018 Distribution Date September 2019 Distribution Date 0.85%

December 2019 Distribution Date Thereafter 0.80%

The "Weighted Average Spread" is the number (rounded up to the next 0.01%) obtained by (a)
summing the products obtained by multiplying (i) the spread above the floating rate index at which

interest accrues on each Underlying Asset that is a Floating Rate Security or the Fixed Amount applicable

to a Synthetic Security (in each case, other than a Defaulted Asset or Written Down Security) as of such

date by (ii) the Principal/Notional Balance of such Underlying Asset as of such date, and (b) dividing such
sum by the Aggregate Principal/Notional Balance of all Underlying Assets that are Floating Rate

Securities (excluding all Defaulted Securities and Written Down Securities).

Weighted Average Life Test. The 'Weighted Average Life Test" will be satisfied as of the

Closing Date or any Measurement Date during any period set forth below if the Weighted Average Life of

all Underlying Assets as of such Measurement Date is less than or equal to the number of years set forth

in the table below.

On any Measurement Date during the Reinvestment Period 5.0 years

Thereafter 3.0 years

"Weighted Average Life" means, on any Measurement Date with respect to any Underlying

Asset, the number obtained by (i) summing the products obtained by multiplying (a) the Average Life at

such time of each Underlying Asset (excluding Defaulted Assets) by (b) the Principal/Notional Balance of

such Underlying Assets and (ii) dividing such sum by the Aggregate Principal/Notional Balance at such

time of all Underlying Assets. For the purpose of this definition, with respect to the Synthetic Securities,
calculations will be made with respect to related Reference Obligation.

"Average Life" means on any Measurement Date with respect to any Underlying Asset (provided

that, with respect to any Synthetic Security, such determination will be made with respect to the related

Reference Obligation), the quotient obtained by dividing (i) the sum of the products of (a) the number of

years (rounded to the nearest one tenth thereof) from such Measurement Date to the respective dates of

each successive distribution of principal of such Underlying Asset (other than a Defaulted Asset)

(assuming that (A) no collateral defaults or is sold, (B) prepayment of any Underlying Asset during any

month occurs (a) at the rate of prepayment assumed at the time of issuance of such Underlying Asset or
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(b) at the prospectus pricing curve or other similar rate as determined by the Collateral Manager in its

reasonable business judgment and (C) any clean-up call, auction call or similar redemption of the

Underlying Asset occurs in accordance with its terms), and (b) the respective amounts of principal of such

distributions by (ii) the sum of all successive distributions of principal on such Underlying Asset (other

than a Defaulted Asset).
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Disposition

Underlying Assets may be retired prior to their respective final maturities due to, among other
things, the existence and frequency of exercise of any optional or mandatory redemption features of such
Underlying Assets. In addition, pursuant to the Indenture and so long as no Event of Default has occurred
and is continuing and subject to the conditions set forth in paragraphs (1) through (5) in the section
"Disposition of Underlying Assets" below, the Collateral Manager may Dispose of any (i) Defaulted Asset,
(ii) Equity Security, (iii) Credit-Risk Asset, (iv) Credit Improved Asset, (v) other Underlying Assets
Disposed of pursuant to paragraph (4) below and (vi) any Underlying Asset that is subject to withholding
as described below.

"Disposition" means one of the following:

(i) in the case of any Asset-Backed Security, Equity Security, Defaulted Asset, Written Down
Security or Eligible Investment, the sale thereof by the Collateral Manager, acting on
behalf of the Issuer;

(ii) in the case of any Synthetic Security, the termination or novation thereof by agreement
between the parties thereto; or

(iii) in respect of any Underlying Asset, the entry by the Issuer into an Offsetting Transaction
in respect of such Underlying Asset.

References to "Dispose" and "Disposed" will be construed accordingly.

"Disposition Proceeds" means:

(i) in the case of any Asset-Backed Security, Equity Security, Eligible Investment, Defaulted
Asset or Written Down Security, the net proceeds of sale by agreement between the

parties thereto, the amounts received by the Issuer from the applicable counterparty,
excluding any amounts included in such proceeds that represent accrued and unpaid
interest save to the extent that such amounts are designated as Principal Proceeds by
the Collateral Manager, acting on behalf of the Issuer, in connection with such sale; or

(ii) in the case of any Synthetic Security that is terminated or novated by agreement between
the parties thereto:

(a) solely for the purposes of applying paragraphs (1) through (5) in the section
"Disposition of Assets" below, an amount equal to the Principal/Notional Balance
thereof, plus or minus any mark-to-market amounts payable or received by the
Issuer upon such termination or novation; and

(b) in all other cases, any mark-to-market amounts payable or received by the Issuer
upon such termination or novation.
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Disposition of Underlying Assets

Defaulted Assets and Equity Securities

(1) Subject to the provisions of the immediately following sentence, the Collateral Manager
on behalf of the Issuer, may Dispose of any Underlying Asset that the Collateral
Manager, acting on behalf of the Issuer, determines to be (and which the Collateral
Manager certifies in writing to the Trustee that it has determined to be) a Defaulted Asset
or an Equity Security; it being agreed in the Indenture, however, that notwithstanding any
of the foregoing, (A) the Issuer will be obligated to complete the Disposition of any
Defaulted Asset (i) within three years of the date on which it was so determined to be a
Defaulted Asset or (ii) if applicable, within three years of such later date on which such
Defaulted Asset may first be Disposed of in accordance with its terms or under applicable
law; (B) the Issuer will be obligated to complete the Disposition of any Equity Security
received in exchange for a Defaulted Asset (i) within one year of the date on which the
related Underlying Asset was so determined to be a Defaulted Asset or (ii) if applicable,
within one year of such later date on which such Equity Security may first be Disposed of
in accordance with its terms or under applicable law; and (C) the Issuer will be obligated
to complete the Disposition of any other kind of Equity Security (i) within five Business
Days of the Issuer's receipt thereof or (ii) if applicable, within five Business Days of any
later date on which such Equity Security may first be Disposed of in accordance with its
terms or under applicable law. The Disposition Proceeds in respect of the Disposition of
a Defaulted Asset may not be reinvested in Underlying Assets unless (i) each Coverage
Test is passing, (ii) each Collateral Quality Test is passing, (iii) 100% of the amount of

such Disposition Proceeds are reinvested and (iv) such Disposition Proceeds are
reinvested during the Reinvestment Period.

Credit-Risk Assets

(2). The Collateral Manager, on behalf of the Issuer, may Dispose of any Underlying Asset
that the Collateral Manager, acting on behalf of the Issuer, determines to be (and which
the Collateral Manager certifies in writing to the Trustee that it has determined to be) a
Credit-Risk Asset and, if applicable, to acquire additional Underlying Assets in
accordance with clause (B) below. The Collateral Manager may not direct the Trustee to
Dispose of any Underlying Asset that it determines to be a Credit-Risk Asset unless, in
connection with the Disposition of such Credit-Risk Asset, the Collateral Manager will
certify in writing to the Trustee that:

(A) at the direction of the Collateral Manager, the Disposition Proceeds
arising from the Disposition of such Credit-Risk Asset shall be
transferred to the Principal Collection Account to be applied in
accordance with the Priority of Payments; provided that such Disposition
Proceeds may not be reinvested, or

(B) the Collateral Manager believes that the Issuer will be able to reinvest
the Disposition Proceeds arising from the Disposition of such Credit-Risk
Asset, within 90 days after such Credit-Risk Asset is Disposed of, in one
or more additional Asset-Backed Securities or Synthetic Securities
having an Aggregate Principal/Notional Balance that, together with
accrued interest thereon, is at least equal to the Disposition Proceeds
arising from the Disposition of such Credit-Risk Asset being Disposed of
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and the Collateral Manager believes that after giving effect to such
Disposition and the subsequent acquisition, the level of each of the
Collateral Quality Tests and Eligibility Criteria, if failing, will be
maintained or improved as compared to the test levels prior to such
Disposition and subsequent acquisition;

provided however that after the Reinvestment Period, the Issuer may not
Dispose of a Credit-Risk Asset and acquire one or more additional Underlying
Assets pursuant to this paragraph unless, additionally,

(i) the Collateral Quality Tests are in compliance,

(ii) the Underlying Asset proposed to be acquired shall have a
Moody's Rating and a Standard & Poor's Rating at least equal to
the Moody's Rating and the Standard & Poor's Rating
respectively of the Credit-Risk Asset to be Disposed,

(iii) the weighted average life of the Underlying Asset(s) proposed to
be acquired following such Disposition shall be less than or
equal to the weighted average life of the Credit-Risk Asset
proposed to be Disposed; provided however, the Issuer may
Dispose of a Credit-Risk Asset with a weighted average life less
than the weighted average life of the Underlying Asset(s)
proposed to be acquired following such Disposition if (A) the
weighted average life of the Underlying Asset(s) proposed to be
acquired following such Disposition shall be no more than two
years greater than the weighted average life of the Credit-Risk
Asset to. be Disposed, (B) the Aggregate Principal/Notional
Balance of all Credit-Risk Assets Disposed pursuant to this
proviso does not exceed 25% of the Aggregate Principal
Notional Balance of all Underlying Assets as of the Closing Date
and (C) the date of such Disposition is no later than the date that
is three years after the end of the Reinvestment Period and

(iv) (A) all Coverage Tests are satisfied prior to such Disposition, (B)
the Collateral Manager believes that, after giving effect to such
Disposition and the subsequent acquisition described in this
paragraph all Coverage Tests will be satisfied and the level of
each Coverage Test will be at least equal to its level prior to such
Disposition and (C) the level of the Class D Overcollateralization
Test is at least equal to 107.62%.

Credit-Improved Assets

(3) The Collateral Manager, on behalf of the Issuer, may Dispose of any Underlying Asset
that the Collateral Manager, acting on behalf of the Issuer, determines to be (and which
the Collateral Manager certifies in writing to the Trustee that it has determined to be) a
Credit Improved Asset and, if applicable, to acquire additional Underlying Assets in
accordance with clause (B) below. The Collateral Manager may not direct the Trustee to
Dispose of any Underlying Asset that it determines to be a Credit-Improved Asset unless,
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in connection with the Disposition of such Credit-Improved Asset, the Collateral Manager
will certify in writing to the Trustee that:

(A) at the direction of the Collateral Manager, the Disposition Proceeds
arising from the Disposition of such Credit-Improved Asset shall be
transferred to the Principal Collection Account to be applied in
accordance with the Priority of Payments; provided that (i) such
Disposition Proceeds may not be reinvested and (ii) such Disposition
Proceeds must be at least equal to the par value of the Credit-Improved
Asset Disposed, or

(B) the Collateral Manager believes that the Issuer will be able to reinvest
the Disposition Proceeds arising from the Disposition of such Credit-
Improved Asset, within 60 days after such Credit-Improved Asset is
Disposed of, in one or more additional Asset-Backed Securities or
Synthetic Securities having an Aggregate Principal/Notional Balance at

least equal to the Aggregate Principal/Notional Balance of the Credit-
Improved Asset to be Disposed, and the Collateral Manager believes
that after giving effect to such Disposition and the subsequent
acquisition, the level of each of the Collateral Quality Tests, Coverage
Tests and Eligibility Criteria, if failing, will be maintained or improved as
compared to the test levels prior to such Disposition and subsequent
acquisition;

provided however that after the Reinvestment Period, the Issuer may not

Dispose of a Credit-Improved Asset and acquire another Underiying Asset

pursuant to this paragraph unless, additionally,

(i) the Collateral Quality Tests are in compliance,

(ii) the Underlying Asset proposed to be acquired shall have a
Moody's Rating and a Standard & Poor's Rating at least equal to

the Moody's Rating and the Standard & Poor's Rating,
respectively, of the Credit-Improved Asset to be Disposed,

(iii) the weighted average life of the Underlying Asset(s) proposed to
be acquired following such Disposition shall be less than or
equal to the weighted average life of the Credit-Improved Asset
proposed to be Disposed; provided however, the Issuer may
Dispose of a Credit-Improved Asset with a weighted average life
less than the weighted average life of the Underlying Asset(s)
proposed to be acquired following such Disposition if (A) the
weighted average life of the Underlying Asset(s) proposed to be
acquired following such Disposition shall be no more than two
years greater than the weighted average life of the Credit-
Improved Asset to be Disposed, (B) the Aggregate
Principal/Notional Balance of all Credit-Improved Assets
Disposed pursuant to this proviso does not exceed 25% of the
Aggregate Principal Notional Balance of all Underlying Assets as

of the Closing Date and (C) the date of such Disposition is no
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later than the date that is three years after the end of the
Reinvestment Period and

(iv) (A) all Coverage Tests are satisfied prior to such Disposition, (B)
the Collateral Manager believes that, after giving effect to such
Disposition and the subsequent acquisition described in this
paragraph all Coverage Tests will be satisfied and the level of
each Coverage Test will be at least equal to its level prior to such
Disposition and (C) the level of the Class D Overcollateralization
Test is at least equal to 107.62%.

Discretionary Trading

(4) At any time during the Reinvestment Period, the Collateral Manager, on behalf of the
Issuer, may Dispose of (and acquire if applicable) any Underlying Asset if, in connection
with the Disposition of such Underlying Asset and the acquisition of another Underlying
Asset, as applicable, the Collateral Manager shall certify in writing to the Trustee that:

(i) the Collateral Manager believes in good faith that Disposition
Proceeds relating to such Underlying Asset can be reinvested
within 60 days after the Disposition of such Underlying Asset in
one or more additional Underlying Assets such that the
Aggregate Principal/Notional Balance of such additional
Underlying Assets is greater than or equal to the
Principal/Notional Balance of the Underlying Asset to be so
Disposed,

(ii) the Aggregate Principal/Notional Balance of all Underlying
Assets Disposed of pursuant to this paragraph during any
calendar year (including the period from the Closing Date to the
end of calendar year 2007), does not exceed 20% of the Net
Outstanding Underlying Asset Balance as of the first day of such
period (excluding, for the purposes of such calculation, the
Disposition of any Credit-Risk Assets, Credit-Improved Assets,
Defaulted Assets, Equity Securities and Withholding Securities
and any Underlying Asset Disposed by the entry of the Issuer
into an Offsetting Transaction with respect to such Underlying
Asset),

(iii) the Collateral Manager believes that after giving effect to such
Disposition and the subsequent acquisition, the level of each of
the Collateral Quality Tests, Coverage Tests and Eligibility
Criteria, if failing, will be maintained or improved as compared to
the test levels prior to such Disposition and subsequent
acquisition;

(iv) and Moody's has not reduced the long term rating of any Class
of Notes below the long term rating in effect on the Closing Date
by one or more major rating categories.
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Underlying Assets Subject to Withholding

(5) Notwithstanding any of the limitations prescribed by the preceding paragraphs, if no
Event of Default has occurred and is continuing, the Collateral Manager, on behalf of the
Issuer, may, at any time, Dispose of any Underlying Asset (regardless of whether such
Underlying Asset is or can be characterized as, or determined to be, a Defaulted Asset,
an Equity Security, a Credit-Risk Asset or a Credit Improved Asset) if the Collateral

Manager shall certify in writing to the Trustee that, based upon an opinion of counsel

addressed to the Issuer and the Collateral Manager, the Collateral Manager, acting on

behalf of the Issuer, has determined, that such Underlying Asset is, or may become,
subject to withholding or other similar taxes.

In addition, during and after the Reinvestment Period, the Issuer, at the direction of the Collateral

Manager, may also enter into Offsetting Transactions; provided that each Offsetting Transaction will be

any Offsetting Transaction will be constrained by the same conditions applicable to Dispositions of

Underlying Assets.

Any Disposition of an Underlying Asset will be conducted on. an "arm's length basis" for fair

market value and in accordance with the requirements of the Management Agreement, and, if effected

with the Issuer, the Trustee, a Designated Party or any Affiliate of any of the foregoing, will be effected in

a secondary market transaction on terms at least as favorable to the Noteholders as would be the case if

such person were not so affiliated; provided that, after the Closing Date, the Collateral Manager on behalf

of the Issuer shall not direct the Trustee to acquire directly any Asset-Backed Security or a Synthetic

Security for inclusion in the Collateral from any account or portfolio for which the Collateral Manager

serves as investment advisor or direct the Trustee to Dispose of directly any Underlying Asset to any

account or portfolio for which the Collateral Manager serves as investment advisor unless such

acquisition or Disposition complies with all material requirements of any applicable laws. The Trustee will

have no responsibility to oversee or ensure compliance with the above conditions by the other parties.

Any Disposition Proceeds arising out of the Disposition of an Asset-Backed Security that are deposited in

the Disposition Proceeds Account to be reinvested in other Underlying Assets within 60 days following

such Disposition or 90 days following such Disposition in the case of Credit-Risk Assets. Following such

60 or 90 day period, if such Disposition Proceeds have not been reinvested in any substitute Underlying

Asset and remain in the Disposition Proceeds Account, such Disposition Proceeds shall be deposited in

the Principal Collection Account and applied in accordance with the Priority of Payments. For the

avoidance of doubt, any certification that the Collateral Manager is required to make "in writing" to the

Trustee in respect of a Disposition may be made in an email to the Trustee.

During the Reinvestment Period, Principal Proceeds may be reinvested in additional Asset-

Backed Securities or additional Synthetic Securities, or used to purchase Eligible Investments, in each

case in accordance with the reinvestment criteria set forth under "-Eligibility Criteria".

In addition, during the Reinvestment Period, the Collateral Manager may direct the Trustee to

apply, by transferring such amount or portion thereof from the Synthetic Collateral Account to the

Principal Collection Subaccount, on any'Distribution Date to pay the amounts set forth in clauses (1)

through (3) under the Principal Proceeds Priority of Payments, to the extent such amounts are not paid

with Principal Proceeds listed in clauses (1) through (11) and (14) of the definition thereof and/or on any

date as directed by the Issuer to acquire additional Asset-Backed Securities or additional Synthetic

Securities, in each case, in accordance with the reinvestment criteria set forth under "The Accounts-

Synthetic Collateral Accounts" (unless, at the sole and absolute discretion of the Collateral Manager, such

amount is to be treated as Principal Proceeds and applied in accordance with the Priority of Payments for

Principal Proceeds).
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Certain Definitions

"Aggregate Attributable Amount" means, with respect to any specified Asset-Backed Security
and issuers incorporated or organized under the laws of any specified jurisdiction or jurisdictions, (i) the
Aggregate Principal/Notional Balance of such Asset-Backed Security multiplied by (ii) the aggregate par
amount of collateral securing such Asset-Backed Security issued by issuers so organized divided by (iii)
the aggregate par amount of all collateral securing such Asset-Backed Security.

"Average Life" means on any Measurement Date on or after the Closing Date with respect to any
Underlying Asset (provided, that with respect to any Synthetic Security, such determination will be made
with respect to the related Reference Obligation), the quotient obtained by dividing (i) the sum of the
products of (a) the number of years (rounded to the nearest one tenth thereof) from such Measurement
Date to the respective dates of each successive scheduled distribution of principal of such Underlying
Asset (other than a Defaulted Asset) (assuming that (A) no collateral defaults or is sold except those that
have already defaulted or been sold, (B) prepayment of any Underlying Asset during any month occurs
(x) with respect to an Underlying Asset issued no more than six months prior to such Measurement Date,
at the rate of prepayment assumed at the time of issuance of such Underlying Asset and (y) with respect
to an Underlying Asset issued more than six months prior to such Measurement Date, at the average rate
of prepayment observed over the six months immediately preceding such Measurement Date based on
available transaction reporting data (and if such data is unavailable, at the assumed constant prepayment
rate or prepayment curve set out in the offering document for such Underlying Asset, as determined by
the Collateral Manager in its reasonable business judgment), (C) any clean up call, auction call or similar
redemption (but not optional redemption) of the Underlying Asset occurs in accordance with the terms of
the relevant Underlying Asset and (D) no optional redemption occurs), and (b) the respective amounts of
principal of such scheduled distributions by (ii) the sum of all successive scheduled distributions of
principal on such Underlying Asset (other than a Defaulted Asset).

"Credit-improved Asset" means any Asset-Backed Security or Synthetic Security (in which case
such determination will be made with respect to the related Reference Obligation) (excluding in each case
the long component of any Offset Transaction) that is in compliance with at least one of the following
criteria (the "Credit-Improved Criteria"):

(a) during any period which is not a Restricted Trading Period, the Collateral Manager, acting
on behalf of the Issuer, has determined in a commercially reasonable manner (which determination may
not be called into question as a result of subsequent events) that: (i) the issuer of such Asset-Backed
Security or the issuer of the Reference Obligation related to such Synthetic Security, as applicable, in the
commercially reasonable judgment of the Collateral Manager, acting on behalf of the Issuer, has shown
improved financial results; (ii) the transferor, originator, obligor of or insurer of such Asset-Backed
Security or of the Reference Obligation related to such Synthetic Security, as applicable, since the date
on which such Asset-Backed Security or Synthetic Security was purchased or entered into, as applicable,
by the Issuer has raised significant equity capital or has raised other capital that has improved the liquidity
or credit standing of such transferor, originator, obligor or insurer; (iii) in the case of an Asset-Backed
Security, there has occurred a significant improvement in the underlying pool of assets or an increase in
the level of subordination; or (iv) such Asset-Backed Security or the Reference Obligation related to such
Synthetic Security, as applicable, has decreased its spread over the interest rate on the applicable U.S.
Treasury Benchmark by an amount exceeding 0.50% for fixed rate assets or by an amount exceeding
0.25% over the relevant rate index for floating rate assets or has increased in price to 102% or more of its
original purchase price paid by the Issuer due primarily to credit related reasons as determined by the
Collateral Manager, acting on behalf of the Issuer, in each case, since it was acquired by the Issuer; or
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(b) (i) the Collateral Manager, acting on behalf of the Issuer, believes, in the Collateral
Manager's commercially reasonable judgement (which belief may not be called into question as a result
of subsequent events) that the Underlying Asset or such related Reference Obligation, as applicable, has
substantially improved in credit quality and (ii) such Underlying Asset or such related Reference
Obligation, as applicable, has been upgraded or put on a watch list for possible upgrade by one or more
rating sub-categories by one or more Rating Agencies since the date on which it was acquired or entered
into by the Issuer.

"Credit-Risk Asset" means any Underlying Asset with respect to which:

(a) during any period which is not a Restricted Trading Period, its rating has been downgraded,
qualified or withdrawn by Standard & Poor's, Moody's or Fitch or has been put on "negative credit watch"
or similar status for possible downgrading, qualification or withdrawal from the ratings that were in place
as of the date the Issuer purchased such Underlying Asset or in the reasonable business judgment of the
Collateral Manager (which judgments shall be based on information reasonably available to the Collateral
Manager at the time, including reasonable projections), has a significant risk of declining in credit quality
or, over time, becoming a Defaulted Asset or if it is deferring interest or is a Written Down Security- or

(b) during any period which is a Restricted Trading Period, (A) in the reasonable business
judgment of the Collateral Manager (which judgments shall be based on information reasonably available
to the Collateral Manager at the time, including reasonable projections), has a significant risk of declining
in credit quality or, over time, becoming a Defaulted Asset and (B) (i) its rating has been downgraded,
qualified or withdrawn by Standard & Poor's, Moody's or Fitch or has been put on "negative credit watch"
or similar status for possible downgrading, qualification or withdrawal from the ratings that were in place
as of the date the Issuer purchased such Underlying Asset, (ii) has experienced an increase in credit
spread over the applicable U.S. Treasury Benchmark, the applicable swap benchmark or the applicable
LIBOR by (x) 0.40% or more if the original credit spread (as of the date on which such Underlying Asset
was first included in the portfolio) was greater than 1.50% or (y) 0.20% if the original credit spread (as of
the date on which such Underlying Asset was first included in the portfolio) was less than or equal to
1.50%, or (iii) it is deferring interest or is a Written Down Security.

"Equity Security" means any equity security which is acquired by the Issuer as a result of the
exercise or conversion of an Underlying Asset, in conjunction with the purchase of an Underlying Asset or
in exchange for a Defaulted Asset and which does not entitle the holder thereof to receive periodic
payments of interest and one or more installments of principal.

"Initial Rating" means (i) with respect to the Class A-la Notes, Class A-1b Notes and the Class
A-2 Notes, "Aaa" by Moody's and "AAA" by Standard & Poor's, (ii) with respect to the Class B Notes,
"Aa2" by Moody's and "AA" by Standard & Poor's, (iii) with respect to the Class C Notes, "A2" by Moody's
and "A" by Standard & Poor's; (iv) with respect to the Class D Notes, "Baa2" by Moody's and "BBB" by
Standard & Poor's, and (v) with respect to the Class E Notes, "Bal" by Moody's and "BB+" by Standard &
Poor's.

"Investment Grade" means a security with a Moody's Rating of at least "Baa3" by Moody's and a
Standard & Poor's Rating of at least "BBB-".

"Restricted Trading Period" means each day during which (a) the Moody's rating of the Class A
Notes or Class B Notes is one or more subcategories below its Initial Rating, or (b) the Moody's rating of
the Class C Notes, the Class D Notes or the Class E Notes is two or more sub-categories below its Initial
Rating; unless the holders of a majority in aggregate outstanding principal amount of the Controlling
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Class has directed the Issuer to waive the Restricted Trading Period (which waiver may be rescinded by
the Controlling Class at any time that such rating requirement is not satisfied).

An Underlying Asset will be a "Withholding Security" if the related trustee or paying agent
informs the Issuer, Trustee or Collateral Manager that it intends to withhold, or actually does withhold
from payment on such Underlying Asset, amounts in respect of withholding taxes.

"writing" or "written" shall include electronic mail.

Notwithstanding anything to the contrary set forth in this section "-Disposition of Underlying

Assets," the Issuer will have the right to effect any transaction that has been consented to by holders of

Notes evidencing 100% of the aggregate outstanding principal amount of each Class of Notes and by
each Preference Shareholder and of which each Rating Agency has been notified.

Eligibility Criteria

During the Reinvestment Period, the Issuer may Dispose of and acquire additional Underlying

Assets; provided that, after giving effect to such investment, (i) each of the Collateral Quality Tests is

satisfied or, if a Collateral Quality Test is not satisfied, the degree of compliance with such Collateral

Quality Test would be maintained or improved and (ii) the criteria set forth below (the "Eligibility
Criteria") are complied with or, if the Eligibility Criteria will not be complied with, the degree of compliance

with the Eligibility Criteria will be maintained or improved. Unless otherwise stated in this section or

unless the context clearly otherwise requires, in respect of the Synthetic Securities, (x) any rating criteria

and any criteria relating to its status as a "Specified Type" described in this section in respect of such

Synthetic Securities will be deemed to relate to the related Reference Obligations, and any quantitative

criteria and limits so described will be deemed to apply to the Principal/Notional Balance of the relevant

Synthetic Securities and (y) all references to "rated" or "rating" by Standard & Poor's or Fitch in this

section, unless otherwise specified or unless the context otherwise requires, shall refer to the long-term,

unsecured debt rating assigned by Standard & Poor's or Fitch, as applicable.

With respect to any acquisitions or Disposition of multiple Underlying Assets, that are effected

either contemporaneously or no later than 30 days from each other in accordance with the provisions

described herein, the Collateral Manager may, in its sole discretion, direct that two or more of such

acquisitions or Dispositions of multiple Underlying Assets be treated as a "Combined Trade" and,

following such designation by the Collateral Manager, compliance with the Collateral Quality Tests and

Eligibility Criteria will be measured by determining the aggregate effect of such Combined Trade on the

Issuer's level of compliance With the applicable Collateral Qualify Tests and Eligibility Criteria rather than

considering the effect of each acquisition or Disposition of the related Underlying Assets individually.

The Issuer may also, at the direction of the Collateral Manager, enter into a trading plan (a)

pursuant to which the Collateral Manager believes all trades contemplated thereby will be entered into

within 20 Business Days, (b) specifying certain (i) amounts received or expected to be received as

Principal Proceeds in connection with a Trading Plan, (ii) Underlying Assets related to such Principal

Proceeds and (iii) Underlying Assets acquired or intended to be acquired as a result of such Trading Plan,

and (c) for which the Collateral Manager believes such plan can be executed according to its terms. Any

trading plan satisfying the requirements of clauses (a)-(c), a "Trading Plan". The time period for such

Trading Plan will be measured from the earliest trade date to the latest trade date of any such amounts.

With respect to any series of trades in which the Issuer commits to purchase, sell or purchase and sell

multiple Underlying Assets pursuant to a Trading Plan, compliance with the Eligibility Criteria and the

Collateral Quality Tests may, at the option of the Collateral Manager, be measured by determining the

aggregate effect of such Trading Plan on the Issuer's level of compliance with the Eligibility Criteria and
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the Collateral Quality Tests rather than considering the effect of each purchase and sale of such
Underlying Assets individually. The Issuer (or the Collateral Manager on its behalf) may enter into a
Trading Plan only if (1) there are no other Trading Plans being implemented at such time and that the
Collateral Quality Tests and Eligibility Criteria with respect to all previously implemented Trading Plans
were in compliance as at the scheduled completion date of such Trading Plans, (2) as evidenced by an
officer's certificate of the Collateral Manager (which may be delivered in an email), acting on behalf of the
Issuer, delivered to the Trustee on or prior to the earliest event specified in the related Trading Plan, the
Eligibility Criteria and the Collateral Quality Tests are expected to be in compliance as of the scheduled
completion date of the related Trading Plan, (3) the Aggregate Principal/Notional Balance of all
Underlying Assets that are to be Disposed of pursuant to such Trading Plan may not exceed 5% of the
Portfolio Balance (each measured as of the earliest trade date) and (4) Standard & Poor's has received a
prior written notice of such Trading Plan from the Collateral Manager, acting on behalf of the Issuer. If at
any time any Trading Plan that was previously implemented resulted in the deterioration In the Issuer's
level of compliance with any of the Eligibility Criteria and the Collateral Quality Tests, other than due to (x)
a failure of the Synthetic Security Counterparty or issuer to comply with any of its payment or delivery
obligations to the Issuer or any other default by such counterparty or obligor/issuer for reasons beyond
the control of the Issuer or any other terms that were agreed with the Issuer at or prior to the
commencement of such Trading Plan or (y) an error or omission of an administrative or operational nature
made by any bank, broker-dealer, clearing corporation or other similar financial intermediary holding
funds, securities or other property directly or indirectly for the account of the Issuer, notice will be
provided to Standard & Poor's and the Issuer will be prohibited from entering into any additional Trading
Plans until the Issuer's level of compliance is restored to its prior level. The time period for each such
Trading Plan will be measured from the earliest trade date to the latest trade date of any such amounts.
The Collateral Manager, acting on behalf of'the Issuer, may only specify one Trading Plan per trade date.
The Eligibility Criteria will be as follows:

Standard & Poor's or 1. The Aggregate Principal/Notional Balance of the acquired

Moody's Rating Underlying Assets with a Moody's Rating or a Standard & Poor's
Rating of below "Baa3" or "BBB-", respectively, shall not exceed
26.1% of the Net Outstanding Underlying Asset Balance as of the
Closing Date; provided that any such Underlying Assets shall be
RMBS Securities.

Dollar denominated 2. Such security is Dollar denominated and is not convertible into, or
payable in, any other currency.

Single Issue 3. With respect to the particular Issue being acquired, the Aggregate
Principal/Notional Balance of such Issue does not exceed:

(a) 2.5% of the Net Outstanding Underlying Asset Balance, if
such Issue has a Moody's Rating of "Baa3" or higher or a
Standard & Poor's Rating of "BBB-" or higher; provided
however that with respect to up to five such Issues, the
Aggregate PrincipaVNotional Balance of each such Issue
may be up to 3.0% of the Net Outstanding Underlying
Asset Balance;

(b) 1.25% of the Net Outstanding Underlying Asset Balance, if
such Issue has a Moody's Rating of "Bal" or less and a
Standard & Poor's Rating of "BB+" or less; provided
however that with respect to up to five such Issues, the
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Single Servicer

Backed by Obligations of 5.
Non-U.S. Obligors

Aggregate Principal/Notional Balance of each such Issue
may be up to 1.5% of the Net Outstanding Underlying
Asset Balance.

4. With respect to the Servicer of the Underlying Asset being acquired,
the Aggregate Principal/Notional Balance of all Underlying Assets
serviced by such Servicer does not exceed 7.50% of the Net
Outstanding Underlying Asset Balance; provided, however, the
Aggregate Principal/Notional Balance of all Underlying Assets
serviced by such Servicer does not exceed:

(a) 20.0% of the Net Outstanding Underlying Asset Balance, if
such Servicer is rated (i) at least "Aa3" or at least "SQ1-" by
Moody's, or (ii) at least "AA-" or at least "Strong" by
Standard & Poor's or (iii) at least "AA-" or at least "S-1" by
Fitch; and

(b) 12.5% of the Net Outstanding Underlying Asset Balance, if
such Servicer is rated (i) at least "A3" or at least "SQ2-" by
Moody's, or (ii) at least "A-" or at least "Above Average" by
Standard & Poor's or (iii) at least "A-" or at least "S-2" by
Fitch;

provided that Wells Fargo or its Affiliates may constitute up to
20.0%, Select Portfolio Servicing or its Affiliates may constitute up
to 15.0% and Washington Mutual or its Affiliates may constitute up
to 15.0%, of the Aggregate Principal/Notional Balance of all
Underlying Assets; provided further that, regardless of clauses (a),
(b) and the first proviso above, two single servicers (other than
servicers with a servicer rating of "Weak" by Standard & Poor's)
may each constitute up to 15.0% of the Net Outstanding
Underlying Asset Balance.

The Aggregate Attributable Amount of all Underlying Assets related
to obligors organized or incorporated outside the United States
does not exceed 5% of the Net Outstanding Underlying Asset
Balance; provided that for purposes of this paragraph, "obligors"
shall mean the obligors on the underlying receivables; provided
further that the Aggregate Attributable Amount of all Underlying
Assets related to

(a) Qualifying Foreign Obligors (including those obligors
organized or incorporated in the United Kingdom or
Canada) does not exceed 5% of the Net Outstanding
Underlying Asset Balance; and

(b) obligors (including obligors organized or incorporated in
Emerging Markets) organized or incorporated outside the
United States, the United Kingdom and Canada (other than
Qualifying Foreign Obligors) does not exceed 0.0% of the
Net Outstanding Underlying Asset Balance.
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Consumer ABS
Securities

Commercial ABS
Securities

CMBS Securities

CDO Securities

6. The Aggregate Principal/Notional Balance of all Underlying Assets
constituting Consumer ABS Securities does not exceed 15% of the
Net Outstanding Underlying Asset Balance, provided that the
Aggregate Principal/Notional Balance of all Underlying Assets
consisting of:

(a) Automobile Securities does not exceed 7.5% of the Net
Outstanding Underlying Asset Balance;

(b) Car Rental Fleet Securities does not exceed 1.5% of the
Net Outstanding Underlying Asset Balance;

(c) Consumer Loan Securities does not exceed 1.5% of the
Net Outstanding Underlying Asset Balance;

(d) Credit Card Securities does not exceed 7.5% of the Net
Outstanding Underlying Asset Balance; and

(e) Student Loan Securities does not exceed 7.5% of the Net
Outstanding Underlying Asset Balance.

7. The Aggregate Principal/Notional Balance of all Underlying Assets
constituting Commercial ABS Securities does not exceed 5% of the
Net Outstanding Underlying Asset Balance, provided that the
Aggregate Principal/Notional Balance of all Underlying Assets
consisting of:

(a) Equipment Lease Securities does not exceed 5% of the Net
Outstanding Underlying Asset Balance;

(b) Small Business Loan Securities does not exceed 0% of the
Net Outstanding Underlying Asset Balance; and

(c) Franchise Securities does not exceed 0% of the Net
Outstanding Underlying Asset Balance.

8. The Aggregate Principal/Notional Balance of all Underlying Assets
that are CMBS Securities shall not exceed 10%, of the Net
Outstanding Underlying Asset Balance.

9. The Aggregate Principal/Notional Balance of all Underlying Assets
that are CDO Securities shall not exceed 10% of the Net
Outstanding Underlying Asset Balance; provided that

(a) no CDO Security shall have a Moodys Rating below
"Baa3" or a Standard & Poor's Rating below "BBB-" and

(b) the Aggregate Principal/Notional Balance of all Underlying
Assets that are CDO Securities managed by the Collateral
Manager shall not exceed 0% of the Net Outstanding
Underlying Asset Balance.
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Synthetic Securities

Fixed Rate Securities

Pure Private Asset-
Backed Securities

Prime Securities

ABX Tranche Securities

Negative Amortization
Securities

Interest-Only Securities

Principal-Only Securities

Inverse Floating
Securities

Cap/Corridor Securities

Offsetting Transactions

Maturity

10. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Synthetic Securities that are Investment Grade shall not
exceed 65% of the Net Outstanding Underlying Asset Balance.

11. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Fixed Rate Securities shall not exceed 6.0% of the Net
Outstanding Underlying Asset Balance.

12. If such Underlying Asset is a Pure Private Asset-Backed Security,
the Aggregate Principal/Notional Balance of all such Underlying
Assets does not exceed 5.0% of the Net Outstanding Underlying
Asset Balance.

13. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Prime Securities shall not exceed 15%, of the Net
Outstanding Underlying Asset Balance.

14. The Aggregate Principal/Notional Balance of all Underlying Assets
that are ABX Tranche Securities shall not exceed 5%, of the Net
Outstanding Underlying Asset Balance; provided however, that the
Aggregate Principal/Notional Balance of all Underlying Assets that
are ABX Tranche Securities of the same tranche shall not exceed
2%, of the Net Outstanding Underlying Asset Balance.

15. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Negative Amortization Securities shall not exceed 0%, of
the Net Outstanding Underlying Asset Balance.

16. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Interest-Only Securities shall not exceed 0%, of the Net
Outstanding Underlying Asset Balance.

17. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Principal-Only Securities shall not exceed 0%, of the Net
Outstanding Underlying Asset Balance.

18. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Inverse Floating Securities shall not exceed 0%, of the Net
Outstanding Underlying Asset Balance.

19. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Cap/Corridor Securities shall not exceed 0%, of the Net
Outstanding Underlying Asset Balance.

20. The aggregate notional amount of all Offsetting Transactions shall
not exceed 20% of the Net Outstanding Underlying Asset Balance
as of the Closing Date.

21. The legal final maturity of such Underlying Asset is no later than the
Stated Maturity; provided that up to 10% of the Aggregate
Principal/Notional Balance of the Underlying Assets may have a
legal final maturity after the Stated Maturity but in no event shall (A)
the legal final maturity of any Underlying Asset occur later than five
years after the Stated Maturity of the Notes or (B) the expected
maturity of any Underlying Asset occur later than the Stated
Maturity of the Notes.
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PIK Bonds 22. The Aggregate Principal/Notional Balance of all Underlying Assets
that are PIK Bonds shall not exceed 10% of the Net Outstanding
Underlying Asset Balance.

Periodic interest 23. The Aggregate Principal/Notional Balance of all Underlying Assets

Payments that provide for the periodic payment of interest less frequently than
quarterly shall not exceed 5% of the Net Outstanding Underlying
Asset Balance and the Aggregate Principal/Notional Balance of all
Underlying Assets that provide for the periodic payment of interest
less frequently than semi-annually shall not exceed 0% of the Net
Outstanding Underlying Asset Balance.

Other Eligibility Criteria 24. Such Underlying Asset is not a Convertible Bond and does not
provide for the mandatory conversion or exchange into equity
capital at any time.

25. Such Underlying Asset is permitted by its terms to be held by,
among others, the Issuer or other non U.S. Persons and, if
applicable, assigned, participated or otherwise transferred to the
Issuer.

26. Such Underlying Asset is not an obligation or a Underlying Asset
the rating of which from Standard & Poor's includes the subscript
"p i", "q", " or "t".

27. Such Underlying Asset (a) is not a Underlying Asset issued by an
issuer located in a country that imposes foreign exchange controls
that effectively limit the availability or use of Dollars to make when
due the scheduled payments of principal of and interest on such
security; (b) does not provide for conversion into Margin Stock; and
(c) is not a financing by a debtor in possession in any insolvency
proceeding.

28. Such Underlying Asset does not have a coupon or other payment
that is subject to withholding tax, in each case, unless the issuer of
the security is required to make "gross up payments" for the total
amount of withholding on an after tax basis.

29. The acquisition of such Underlying Asset will not cause the Issuer
to be subject to entity level taxation.

30. If such Underlying Asset is a Step Up Bond, the Aggregate
Principal/Notional Balance of all such Underlying Assets does not
exceed 5.0% of the Net Outstanding Underlying Asset Balance. If
such Underlying Asset is a Step Down Bond, the Aggregate
Principal/Notional Balance of all such Underlying Assets does not
exceed 5.0% of the Net Outstanding Underlying Asset Balance.

31. Such Underlying Asset is not a security that is not eligible under its
Underlying Instruments to be purchased by the Issuer and granted
to the Trustee.

32. Such Underlying Asset is not a floating rate security whose interest
rate is inversely related to an interest rate index.
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33. Such Underlying Asset is included in one of the Specified Types;
provided that no new Specified Type shall be defined after the
Closing Date without the consent of the holders of a majority of the
Outstanding Aggregate Amount of each Class of Notes.

34. Such Underlying Asset has a Moody's Rating of "Ba2" or higher
and a Standard & Poor's Rating of "BB" or higher.

The Initial Investment Agreement

The information appearing under "Security for the Notes-The Initial Investment Agreement" with
respect to the Initial Investment Agreement Provider has been derived from a description thereof provided
by the Initial Investment Agreement Provider. The Initial Investment Agreement Provider has reviewed
such information, but such information has not been independently verified by the Co-Issuers, the
Collateral Manager, the Initial Purchaser, any Interest Rate Swap Counterparty or the Synthetic Security
Counterparty.

Amounts on deposit in the Synthetic Security Collateral Account may be invested in Eligible
Investments and will initially be invested under an investment agreement, dated as of the Closing Date
(such agreement, the "Initial Investment Agreement,' and, together with any Replacement Investment
Agreement, the "Investment Agreement" and amounts so invested, the "Investment"), among the
Issuer, the Trustee and GE Funding Capital Market Services, Inc., as investment agreement provider (in
such capacity, the "Initial Investment Agreement Provider"). On the Closing Date, funds in an amount
of at least $614,000,000 are expected to be invested as Investments.

Pursuant to the Initial Investment Agreement, the Initial Investment Agreement Provider will be
required to pay interest until the Initial Investment Agreement is terminated or terminates by its terms at a
floating rate per annum equal to three-month LIBOR minus 0.035% on the amounts invested thereunder.
Interest on the Investment will accrue over each Interest Period and will be payable immediately prior to
the Distribution Dates, commencing in June 2007.

On any Business Day of each month, subject to applicable notice requirements specified in the
Initial Investment Agreement, the Trustee may make a withdrawal from the Initial Investment Agreement
in order to make payments as described under Allocation Procedures.

Immediately prior to the Final Maturity Date, the Trustee (acting pursuant to the Indenture on
behalf of the Issuer) will have the right to demand payment in full under the Initial Investment Agreement
(if it is then in effect). On the Final Maturity Date of the Notes, all net proceeds from such liquidation and
all available cash will be distributed in accordance with the priority of distribution provisions described
herein.

The Trustee, subject to the Indenture, will upon the occurrence of an event of default under the
Initial Investment Agreement, take actions to enforce the rights of the Issuer under the Initial Investment
Agreement and to obtain payment to the Trustee of all amounts due thereunder to the extent required or
directed to do so in accordance with the Indenture.

In the event that the financial strength ratings of the guarantor or any replacement guarantor are
downgraded below certain thresholds specified in the Initial Investment Agreement, the Initial Investment
Agreement Provider is required to perform one or more of the following actions: (i) post collateral, (ii)
transfer the Initial Investment Agreement to an entity approved by the Collateral Manager and satisfying
the rating requirements (as specified in the Initial Investment Agreement) or (iii) obtain the guarantee of a
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replacement guarantor that satisfies the required financial strength ratings. If within ten Business Days of

a ratings event, the Initial Investment Agreement Provider does not remedy the situation by satisfying the

relevant requirements of one or more of clause (i), (ii) or (iii) above, then following demand by the Trustee

within 30 Business Days of the Initial Investment Agreement Provider's notice of such ratings event, the

Initial Investment Agreement Provider will pay the entire balance of the Investment, together with all

accrued, unpaid interest and any make-whole amount to the Trustee. Upon any such payment in full, the

Initial Investment Agreement shall terminate.

Events of default under the Initial Investment Agreement include a failure by the Initial Investment

Agreement Provider to make any payment when due pursuant to the Initial Investment Agreement,

certain bankruptcy and insolvency events with respect to the Initial Investment Agreement Provider, a

failure by the Initial Investment Agreement Provider to perform, in any material respect, any of its other

obligations under the Initial Investment Agreement which continues for at least ten Business Days after

receipt of notice thereof. The Issuer is required to provide Standard & Poor's and Moody's notice of the

termination of the Initial Investment Agreement following any Event of Default under the Initial Investment

Agreement.

Upon the occurrence of an event of default under the Initial Investment Agreement, the Trustee,

the Issuer and the Collateral Manager will have the right to declare the entire balance of the Investment

and all accrued and unpaid interest to be due and payable immediately and to withdraw such entire

balance and unpaid interest. If, as a result of the occurrence of an event of default, the entire balance of

the Investment and all unpaid interest are so withdrawn by the Trustee, the Initial Investment Agreement

will be terminated on the date of such withdrawal. If an event of default occurs under the Initial

Investment Agreement and the Initial Investment Agreement is terminated, any amounts withdrawn by the

Issuer in connection therewith may be reinvested in Eligible Investments.

If there is a withdrawal of the funds, then a breakage fee may be payable and the gross amount

of interest or principal due may be paid net of the breakage fee.

The Initial Investment Agreement Provider. The Initial Investment Agreement is being provided

by GE Funding Capital Market Services, Inc. or the "Initial Investment Agreement Provider"). Except

for the information contained under this subheading, the Initial Investment Agreement Provider has not

been involved in the preparation of, and does not accept responsibility for this Offering Circular.

Proceeds held in the Synthetic Security Collateral Account will be invested by the Trustee in the

Initial Investment Agreement with GE Funding Capital Market Services, Inc., New York, New York

("GEFCMS"). The payment obligations of GEFCMS under its Investment Agreements are unconditionally

guaranteed pursuant to an Amended and Restated Guarantee, dated as of March 16, 2004 (the

"Guarantee"), of General Electric Capital Corporation ("GECC"). GECC is rated "AAA" by Standard &

Poor's and "Aaa" by Moody's. Neither the Investment Agreement nor the Guarantee guarantees or

otherwise provides for payment of amounts due on the Notes in the event of nonpayment by the Issuer.

Holders of the Notes must rely solely upon the Notes for payment of principal and interest thereon.

Holders of the Notes shall have no recourse, and shall have no right to assert a claim of any nature

whatsoever, against or GECC (or any entity that provides to GECC credit enhancement or the benefit of a

liquidity facility) or under the Investment Agreement or the Guarantee. Copies of the Investment

Agreement and the Guarantee are on file with the Trustee.

GECC is subject to the informational requirements of the Securities Exchange Act of 1934, as

amended, and in accordance therewith files reports and other information with the Securities and

Exchange Commission (the "Commission"). Such reports and other information can be inspected and

copied at the Office of the Commission in Washington, D.C.
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The Interest Rate Swap Agreement

After the Closing Date, subject to satisfaction of the Rating Condition, the Issuer may enter into
an interest rate swap entered into in accordance with the Indenture (such interest rate swap, together with
any replacement therefor or additional swap agreement entered into in accordance with the Indenture, the
"Interest Rate Swap Agreement") with Deutsche Bank AG or one of its Affiliates (together with its
successors, the "Initial Interest Rate Swap Counterparty". The Initial Interest Rate Swap Counterparty
and any additional interest rate swap counterparties, each an "Interest Rate Swap Counterparty"). Any
Interest Rate Swap Agreement will provide that the Issuer will pay to the relevant Interest Rate Swap
Counterparty on each related Distribution Date interest at a fixed rate on a specified notional amount, in
exchange for which the Interest Rate Swap Counterparty will pay to the Issuer interest on such notional
amount at a rate equal to three-month LIBOR for the related calculation period. The Interest Rate Swap
Counterparty will satisfy the ratings requirements specified by each of the Rating Agencies for the Interest
Rate Swap Counterparty.

Any Interest Rate Swap Agreement will provide that, for each Distribution Date prior to the

termination of such Interest Rate Swap Agreement, the Interest Rate Swap Counterparty will pay to the

Issuer a quarterly floating amount equal to the product of:

* the three-month LIBOR rate for the relevant quarterly calculation period;

* the specified hedge notional amount for the relevant quarterly calculation period; and

* the quotient of the actual number of days in that period divided by 360.

In exchange for the floating amounts due from the Interest Rate Swap Counterparty, and subject

to the payment netting provisions of the Interest Rate Swap Agreement, the Issuer will pay to the Interest

Rate Swap Counterparty, for each Distribution Date prior to the termination of the Interest Rate Swap

Agreement, a quarterly fixed amount equal to the product of:

* fixed swap rate for the relevant quarterly calculation period;

* the specified swap notional amount for the relevant quarterly calculation period; and

* the quotient of 30 over 360, calculated quarterly, adjusted.

Pursuant to the Priority of Payments, scheduled payments required to be made by the Issuer

under the Interest Rate Swap Agreement, together with any termination payments payable by the Issuer

other than by reason of an event of default with respect to the Interest Rate Swap Counterparty or

termination event where the Interest Rate Swap Counterparty is the "defaulting party" or the sole

"affected party," will be payable pursuant to clause (3) under "Description of the Notes-Priority of

Payments-Interest Proceeds" and, if Interest Proceeds are insufficient to pay such amounts in full, from
Principal Proceeds pursuant to clause (1) under "Description of the Notes-Priority of Payments-

Principal Proceeds." The Interest Rate Swap Agreement will be governed by New York law.

If the Interest Rate Swap Counterparty or its guarantor fails to maintain certain rating levels

described in the Indenture and the Interest Rate Swap Agreement, such Interest Rate Swap Counterparty
may be required to post collateral or assign its rights and obligations under the Interest Rate Swap

Agreement to a replacement Interest Rate Swap Counterparty and,. if the Interest Rate Swap

Counterparty does not take such action as required under the Interest Rate Swap Agreement, the Issuer
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will be permitted to terminate the Interest Rate Swap Agreement. See 'Risk Factors-Interest Rate Risk"
for a discussion of certain considerations with respect to the Interest Rate Swap Agreement.

The Collateral Manager will have a limited role in connection with decisions relating to the Interest
Rate Swap Agreement. Pursuant to the Indenture, the Issuer may not reduce the notional amount under
the Interest Rate Swap Agreement However, on any date (each such date, a "Collateral Imbalance
Date") on which the Net Outstanding Underlying Asset Balance is less than the notional amount of the
Interest Rate Swap Agreement, the Interest Rate Swap Counterparty to the Interest Rate Swap Agreement
will designate an early termination date with respect to the portion of the notional amount of each hedging
transaction so affected; provided, however, that the Rating Condition must be satisfied with respect to any
such early termination date. In addition, the Issuer may enter into a replacement Interest Rate Swap
Agreement upon termination of an Interest Rate Swap Agreement or enter into additional Interest Rate

Swap Agreements with the advice of the Collateral Manager only (a) if the Rating Condition is satisfied
and (b) with respect to any additional Interest Rate Swap Agreement, the Interest Rate Swap

Counterparty consents to such additional Interest Rate Swap Agreement.

The Interest Rate Swap Counterparty may terminate the Interest Rate Swap Agreement with the

Issuer in limited circumstances whether or not the Notes have been paid in full prior to such termination,
including in the event of (a) a failure by the Issuer to make, when due, any payment under the Interest

Rate Swap Agreement within the applicable grace period; (b) certain events of bankruptcy, insolvency,
conservatorship, receivership or reorganization of the Issuer; (c) a change in law making it illegal for

either the Issuer or the Interest Rate Swap Counterparty to be a party to, or perform an obligation under,
the Interest Rate Swap Agreement; (d) an Event of Default under the Indenture followed by a liquidation

of Collateral on the Accelerated Maturity Date; and (e) the occurrence of a Clean-up Call Redemption,

Optional Redemption, Tax Redemption, or Auction Call Redemption. With respect to such terminations,
any amounts payable upon the termination of the Interest Rate Swap Agreement will be based upon

standard replacement transaction valuation methodology set forth in the 1992 ISDA Master Agreement

published by ISDA. In addition, the Issuer will not agree, without satisfaction of the Rating Condition

solely with respect to Standard & Poor's, to any amendment, modification, or waiver of any provision of

the Interest Rate Swap Agreement.

The obligations of the Issuer under the Interest Rate Swap Agreement are limited recourse

obligations payable solely from the Collateral pursuant to the Priority of Payments.

The Accounts

Collection Accounts

All distributions on the Underlying Assets and any proceeds received from the Disposition of any

such Underlying Assets, to the extent such distributions or proceeds constitute Interest Proceeds and any

amounts payable to the Issuer by any Interest Rate Swap Counterparty under the Interest Rate Swap
Agreement (other than amounts received by the Issuer by reason of an event of default or termination

event thereunder) will be remitted to a single, segregated account established and maintained under the

Indenture by the Trustee (the "Interest Collection Account"). All distributions on the Underlying Assets

and any proceeds received from the Disposition of any such Underlying Assets to the extent such

distributions or proceeds constitute Principal Proceeds (unless simultaneously reinvested in Eligible
Investments) will be remitted to a single, segregated account established and maintained under the

Indenture by the Trustee (the "Principal Collection Account" and, together with the Interest Collection

Account, the "Collection Accounts"). Amounts on credited to the Principal Collection Account shall be

applied in accordance with the Priority of Payments. The Collection Accounts shall be maintained for the

benefit of the Noteholders and amounts on deposit therein will be available, together with reinvestment
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earnings thereon, for application in the order of priority set forth above under "Description of the Notes-
Priority of Payments."

Amounts received in the Collection Accounts during a Due Period will be invested in Eligible
Investments (as described below) with stated maturities no later than the Business Day immediately
preceding the next Distribution Date. All such proceeds will be retained in the Collection Accounts unless
used as otherwise permitted under the Indenture.

"Eligible Investments" include any Dollar-denominated investment that is not a Prohibited Asset
and is one or more of the following (and may include investments for which the Trustee and/or its affiliates
provides services):

(a) cash;

(b) direct Registered obligations of, and Registered obligations the timely payment of
principal and interest on which is fully and expressly guaranteed by, the United States or
any agency or instrumentality of the United States the obligations of which are expressly
backed by the full faith and credit of the United States;

(c) demand and time deposits in, certificates of deposit of, bankers' acceptances payable
within 183 days of issuance issued by, or Federal funds sold by any depository institution
or trust company incorporated under the laws of the United States or any state thereof
and subject to supervision and examination by Federal and/or state banking authorities
so long as the commercial paper and/or the debt obligations of such depository institution
or trust company (or, in the case of the principal depository institution in a holding
company system, the commercial paper or debt obligations of such holding company) at
the time of such investment or contractual commitment providing for such investment
have a credit rating of not less than "Aa2" by Moody's, and if so rated, such rating is not
on watch for downgrade by Moody's, "AA+" by Standard & Poor's and "AA+" by Fitch
Ratings ("Fitch") (if rated by Fitch) in the case of long-term debt obligations, or "P 1" by
Moody's, and if so rated, such rating is not on watch for downgrade by Moody's, "A 1+"
by Standard & Poor's and "Fl+" by Fitch (if rated by Fitch) in the case of commercial
paper and short-term debt obligations; provided that (I) in each case, the issuer thereof
must have at the time of such investment or contractual commitment providing for such
investment a long-term credit rating of not less than "Aa2" by Moody's, and if so rated,
such rating is not on watch for downgrade by Moody's, and "AA+" by Fitch (if rated by
Fitch) and (ii) in the case of commercial paper and short-term debt obligations with a
maturity of longer than 91 days, the issuer thereof must also have at the time of such
investment or contractual commitment providing for such investment a long-term credit
rating of not less than "AA+" by Standard & Poor's and "AA+" by Fitch (if rated by Fitch);

(d) unleveraged repurchase obligations (if treated as debt for tax purposes by the issuer)
with respect to (i) any security described in clause (b) above or (ii) any other Registered
security issued or guaranteed by an agency or instrumentality of the United States (in
each case without regard to the stated maturity of such security), in either case entered
into with a U.S. Federal or state depository institution or trust company (acting as
principal) described in clause (c) above or entered into with a corporation (acting as
principal) whose long-term rating at the time of such investment or contractual
commitment providing for such investment is not less than "Aa2" by Moody's, and if so
rated, such rating is not on watch for downgrade by Moody's, "AA+ by Standard & Poor's
and "AA+" by Fitch (if rated by Fitch) or whose short-term credit rating at the time of such
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investment or contractual commitment providing for such investment is "P 1" by Moody's,
and if so rated, such rating is not on watch for downgrade by Moody's, "A 1+ by
Standard & Poor's and "F+" by Fitch (if rated by Fitch) at the time of such investment or
contractual commitment providing for such investment; provided that (i) in each case, the
issuer thereof must have at the time of such investment or contractual commitment
providing for such investment a long-term credit rating of not less than "Aa2" by Moody's,
and if so rated, such rating is not on watch for downgrade by Moody's, and "AA+" by
Fitch (if rated by Fitch) and (ii) if such security has a maturity of longer than 91 days, the
issuer thereof must also have at the time of such investment or contractual commitment
providing for such investment a long-term credit rating of not less than "AA+" by Standard
& Poor's and not less than "AA+" by Fitch (if rated by Fitch);

(e) Registered debt securities bearing interest or sold at a discount issued by any
corporation incorporated under the laws of the United States or any state thereof that
have a credit rating at the time of such investment or contractual commitment providing
for such investment of not less than "Aa2" by Moody's, and if so rated, such rating is not
on watch for downgrade by Moody's, "AA" by Standard & Poor's and "AA+" by Fitch (if
rated by Fitch);

(f) commercial paper or other short-term obligations with a maturity of not more than 183
days from the date of issuance and having at the time of such investment or contractual
commitment providing for such investment a credit rating of "A 1+" by Standard & Poor's
and "Fl +" by Fitch (if rated by Fitch); provided that (i) in each case, the issuer thereof
must have at the time of such investment or contractual commitment providing for such
investment a long-term credit rating of not less than "Aa2" by Moody's, and if so rated,
such rating is not on watch for downgrade by Moody's, and "AA+" by Fitch (if rated by
Fitch) and (ii) if such security has a maturity of longer than 91 days, the issuer thereof
must also have at the time of such investment or contractual commitment providing for
such investment a long-term credit rating of not less than "AA by Standard & Poor's and
not less than "AA+" by Fitch (if rated by Fitch);

(g) reinvestment agreements issued by any bank (if treated as a deposit by such bank), or a
Registered reinvestment agreement issued by any insurance company or other
corporation or entity organized under the laws of the United States or any state thereof (if
treated as debt for tax purposes by the issuer), in each case, that has a credit rating of
not less than "P-1" by Moody's, and if so rated, such rating is not on watch for downgrade
by Moody's, "A-1+" by Standard & Poor's and "F1+" by Fitch (if rated by Fitch); provided
that (i) in each case, the issuer thereof must have at the time of such investment a long-
term credit rating of not less than "Aa2" by Moody's, and if so rated, such rating is not on
watch for downgrade by Moody's, and "AA+" by Fitch (if rated by Fitch) and (ii) if such
security has a maturity of longer than 91 days, the issuer thereof must also have at the
time of such investment a long-term credit rating of not less than "AAA" by Standard &
Poor's and not less than "AA+" by Fitch (if rated by Fitch) and satisfy the Rating Agency
Condition in respect of Standard & Poor's;

(h) any money market fund or similar investment vehicle having at the time of investment
therein the highest credit rating assigned by each of the Rating Agencies; provided that
(i) such fund or vehicle is formed outside the United States and is not engaged in a
United States trade or business, (ii) no income to be received from such fund or vehicle is
or will be subject to deduction or withholding for or on account of any withholding or
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similar tax, and (iii) the ownership of an interest in such fund or vehicle will not subject the
Issuer to net income tax in any jurisdiction;

(i) any guaranteed investment contract, asset swap, funding agreement, investment
agreement or other similar agreement from, or a note or a certificate backed by any
guaranteed investment contract, funding agreement, investment agreement or other
similar agreement from, a bank, insurance company or other corporation or entity and
has a long-term unsecured obligation rating of at least "AAA" by Standard & Poor's and at
least "Aaa" by Moody's and satisfy the Rating Agency Condition in respect of Standard &
Poor's; and

(j) any other security the acquisition of which satisfies the Rating Condition and the
ownership of which will not subject the Issuer to income tax on a net income basis for
U.S. federal income tax purposes;

and, in each case (other than clause (a) or (i) or (j)), with a stated maturity (giving effect to any applicable
grace period) no later than the Business Day immediately preceding the Distribution Date immediately
following the Due Period in which the date of investment occurs; provided that Eligible Investments may
not include (i) any security that does not provide for the repayment of a stated fixed amount of principal in
one or more installments, any interest-only security, any security purchased at a price in excess of 100%
of the par value thereof or any security whose repayment is subject to substantial non-credit related risk
as determined in the reasonable business judgment of the Collateral Manager, (ii) any Floating Rate
Security whose interest rate is inversely or otherwise not proportionately related to an interest rate index
or is calculated as other than the sum of an interest rate index plus a spread, (iii) any security subject to
withholding tax in any jurisdiction or (iv) any security that is subject to an Offer and has not been called for
redemption. Notwithstanding the foregoing, Eligible Investments will not include PIK Bonds, CMBS
Securities, RMBS Securities, margin stock, securities that do not provide for the periodic payment of
interest or which are zero coupon bonds and any security with a rating from Standard & Poor's which
includes the subscript "p, "pi," "q," "r" or "t". The Trustee or its Affiliates are permitted to receive
additional compensation that could be deemed to be in the Trustee's economic self-interest for (x) serving
as investment advisor, administrator, shareholder, servicing agent, custodian or sub-custodian with
respect to certain of the Eligible Investments, (y) using Affiliates to effect transactions in certain Eligible
Investments and (z) effecting transactions in certain Eligible Investments; provided, however, that such

compensation shall not be an amount that is reimbursable or payable by the Issuer or otherwise pursuant
to the Indenture. For the avoidance of doubt, an Eligible Investment is not an Underlying Asset.

Payment Account

On or prior to the Business Day prior to each Distribution Date, the Trustee will deposit into a
single, segregated account established and maintained by the Trustee under the Indenture (the
"Payment Account") for the benefit of the Secured Parties all funds in the Collection Accounts (other

than amounts received after the end of the Due Period with respect to such Distribution Date) required for
payments to Noteholders and payments of fees and expenses in accordance with the priority described
under "Description of the Notes-Priority of Payments." In addition, any Uninvested Proceeds on deposit
in the Uninvested Proceeds Account on the Determination Date preceding the September 2007
Distribution Date will be transferred to the Payment Account and treated as Principal Proceeds on the
September 2007 Distribution Date and distributed in accordance with the Priority of Payments.
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Expense Account

On the Closing Date, after payment of the organizational and structuring fees and expenses of
the Issuers (including, without limitation, the legal fees and expenses of counsel to the Issuers, the Initial
Purchaser and the Collateral Manager) and the expenses of offering the Notes, at least U.S.$ 250,000
from the proceeds of the offering of the Notes will be deposited by the Trustee into a single, segregated
account established and maintained by the Trustee under the Indenture (the "Expense Account"). All
funds on deposit in the Expense Account will be invested in Eligible Investments at the direction of the
Collateral Manager. Amounts standing to the credit of the Expense Account may be used to pay
administrative expenses (including indemnities) and organization fees of the Issuers on any day other
than a Distribution Date (other than fees of the Trustee, but including other amounts payable by the
Issuer to the Collateral Manager under the Management Agreement or the Indenture). Amounts credited
to the Expense Account will be (a) applied on or prior to the Determination Date preceding the First
Distribution Date to pay amounts due in connection with the offering of the Notes and Preference Shares

and (b) on the First Distribution Date, to the extent that the balance of the Expense Account exceeds
U.S.$ 250,000 on the related Determination Date, transferred to the Payment Account and applied as
Interest Proceeds. After the Closing Date, additional amounts may be credited to the Expense Account
on any Distribution Date as described under "Description of the Notes-Priority of Payments."

Uninvested Proceeds Account

On the Closing Date, the Trustee will deposit the net proceeds (if any) from the issuance and sale
of the Notes and Preference Shares plus any principal collections on the Underlying Assets received on

or prior to the Closing Date that, on the Closing Date, are not invested in Underlying Assets, not

deposited in the Collection Accounts and not deposited in the Expense Account into a single, segregated
account established and maintained by the Trustee under the Indenture (the "Uninvested Proceeds
Account"). At the direction of the Collateral Manager, amounts (if any) standing to the credit of the
Uninvested Proceeds Account will be used to acquire Underlying Assets and Eligible Investments, which
Eligible Investments shall be in overnight deposits. Investment earnings on Eligible Investments in the

Uninvested Proceeds Account will be transferred to the Interest Collection Account and treated as

Interest Proceeds on the September 2007 Distribution Date. In addition, any Uninvested Proceeds on

deposit in the Uninvested Proceeds Account on the Determination Date preceding the September 2007
Distribution Date will be transferred to the Payment Account and treated as Principal Proceeds on the

September 2007 Distribution Date and distributed in accordance with the Priority of Payments. For the

avoidance of doubt, such amounts shall not be transferred to the Interest Collection Account or the

Payment Account, as applicable, until the Determination Date preceding the September 2007 Distribution
Date, prior to such date, such amounts shall be available to purchase Underlying Assets or Eligible
Investments at the direction of the Collateral Manager.

Disposition Proceeds Account

All Disposition Proceeds will be deposited into a single, segregated account established and

maintained by the Trustee under the Indenture (the "Disposition Proceeds Account") and (i) either used

to purchase one or more Underlying Assets within 60 or 90 days from the date of deposit into the

Disposition Proceeds Account; or (ii) after 60 or 90 days from the date of deposit into the Disposition
Proceeds Account, if not used to purchase Underlying Assets, transferred to the Principal Collection

Account and designated as Principal Proceeds and on the following Distribution Date distributed in

accordance with the Priority of Payments. In no event shall Disposition Proceeds be designated as

Interest Proceeds. Amounts on deposit in the Disposition Proceeds Account will be invested in Eligible
Investments at the direction of the Collateral Manager.
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Preference Share Payment Account

On each Distribution Date, the Trustee, in accordance with the Priority of Payments, will transfer
to the Preference Share Paying Agent the amounts (if any) for deposit to a segregated account (the
"Preference Share Payment Account") established and maintained by the Preference Share Paying
Agent pursuant to the Preference Share Paying Agency Agreement. The Preference Share Payment
Account and any sums standing to the credit thereof shall not form part of the Collateral.

Synthetic Security Collateral Account

The Trustee will establish a segregated trust account (the "Synthetic Security Collateral
Account"), that will be maintained by the Trustee as entitlement holder in respect of each Synthetic
Security Counterparty and over which the Trustee will have exclusive control and the sole right of
withdrawal in accordance with the Synthetic Securities and the Indenture. As directed by the Collateral
Manager, the Trustee will, on the Closing Date, deposit into the relevant Synthetic Security Collateral
Account all cash and Eligible Investments that are required to secure the obligations of the Issuer in
accordance with the terms of the Synthetic Securities and the Offsetting Transactions. The Synthetic
Security Collateral Account shall remain at all times with a financial institution having a long-term debt
rating of at least "BBB+" by Standard & Poor's, at least "Baal" by Moody's, and at least "BBB+" by Fitch
and a combined capital and surplus in excess of $200,000,000.

As directed by the Collateral Manager in writing, cash on deposit in any Synthetic Security
Collateral Account will be invested in Eligible Investments. Interest payments on Eligible Investments
credited to any Synthetic Security Collateral Account will be applied, as directed by the Collateral
Manager, to the payment of any periodic amounts owed by the Issuer to the related Synthetic Security
Counterparty or Offsetting Transaction Counterparty on the date any such amounts are due, but only up
to the amount of any excess over the Required Synthetic Security Collateral Amount. After application of
any such amounts, any remaining interest payments then contained in the related Synthetic Security
Collateral Account will be withdrawn from such account and deposited in the Collection Account for
distribution as Interest Proceeds. Cash and Eligible Investments on deposit in any Synthetic Security
Collateral Account will be included in the Collateral to the extent provided under "Security for the Notes-
General" herein, will not be available to make payments under the Notes and shall not be considered to
be an asset of the Issuer for purposes of any of the Collateral Quality Tests or the Coverage Tests, but
the Synthetic Securities that relate to the Synthetic Security Collateral Account shall be considered an
asset of the Issuer.

In the event a Synthetic Security or Offsetting Transaction is terminated prior to its scheduled
maturity, the Collateral Manager on behalf of the Issuer shall cause such portion of the collateral in the
related Synthetic Security Collateral Account that (subject to the Allocation Procedures) is available for
making partial or full termination payment owed, if any, to the related Synthetic Security Counterparty or
Offsetting Transaction Counterparty to be delivered to such Synthetic Security Counterparty or Offsetting
Transaction Counterparty, and the remaining collateral for such terminated Synthetic Security or
Offsetting Transaction in the related Synthetic Security Collateral Account (to the extent not required to be
pledged to the related Synthetic Security Counterparty or Offsetting Transaction Counterparty) shall be
released from the lien of the related Synthetic Security Counterparty and the Offsetting Transaction
Counterparty and granted to the Trustee free of such lien. Any cash received upon the maturity or
liquidation of any such collateral in the related Synthetic Security Collateral Account released from the
lien of the relevant Synthetic Security Counterparty and the Offsetting Transaction Counterparty shall be
credited to the Disposition Proceeds Account or deemed to be Principal Proceeds and credited to the
Principal Collection Account.
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Upon the occurrence of a "credit event" under a Synthetic Security, at the direction of the
Collateral Manager, the related collateral in the related Synthetic Security Collateral Account will be
delivered to the related Synthetic Security Counterparty, to the extent required, upon delivery of a
Delivered Obligation. In the event a "credit event" has occurred and the Issuer is required to liquidate
such collateral in the related Synthetic Security Collateral Account and deliver cash to the relevant
Synthetic Security Counterparty, the Issuer will bear any market risk on the liquidation of the collateral in
such Synthetic Security Collateral Account.

Amounts contained in any Synthetic Security Collateral Account shall be withdrawn by the
Trustee and applied toward the payment of any amounts payable by the Issuer to the related Synthetic
Security Counterparty or Offsetting Transaction Counterparty in accordance with the terms of the
Indenture and the related Synthetic Security or Offsetting Transaction, as directed by the Collateral
Manager in writing. Any Excess Collateral Account Amount shall be withdrawn from any Synthetic
Security Collateral Account and deposited in the Principal Collection Account or Disposition Proceeds
Account for application in accordance with the terms of the Indenture; provided that to the extent that any
such withdrawal from such Synthetic Security Collateral Account would require a withdrawal from the
Initial Investment Agreement,, such withdrawal may only be made in accordance with the terms of the
Initial Investment Agreement. "Excess Collateral Account Amount" means the excess of (i) the related

Synthetic Security Collateral Amount over (ii) the sum of (A) the related Required Synthetic Security
Collateral Amount and (B) the absolute value of the net loss on the relevant Offset Transactions.

Interest Rate Swap Counterparty Collateral Accounts

If and to the extent that any Interest Rate Swap Agreement requires a Interest Rate Swap
Counterparty to secure its obligations with respect to such Interest Rate Swap Agreement, the Trustee
will establish a segregated trust account, held in the name of the Trustee (each such account, a "Interest

Rate Swap Counterparty Collateral Account"). The Trustee shall deposit into each Interest Rate Swap
Counterparty Collateral Account all amounts that are required to secure the obligations of the Interest
Rate Swap Counterparty in accordance with the terms of such Interest Rate Swap Agreement. Except for

investment earnings, a Interest Rate Swap Counterparty shall not have any legal, equitable or beneficial
interest in any Interest Rate Swap Counterparty Collateral Account other than in accordance with the

Indenture, the applicable Interest Rate Swap Agreement and applicable law. The Interest Rate Swap
Counterparty Collateral Accounts shall remain at all times with a financial institution having a long-term
debt rating of at least "BBB+" by Standard & Poor's, at least "Baal" by Moody's, and at least "BBB+" by
Fitch and a combined capital and surplus in excess of $200,000,000.

As directed by the Collateral Manager in writing and in accordance with the applicable Interest

Rate Swap Agreement, cash on deposit in a Interest Rate Swap Counterparty Collateral Account on

behalf of the Issuer shall be invested in Eligible Investments. Income received on amounts on deposit in

the Interest Rate Swap Counterparty Collateral Account may be withdrawn from such account and paid to

the related Interest Rate Swap Counterparty in accordance with the applicable Interest Rate Swap
Agreement.

Cash and Eligible Investments on deposit in each Interest Rate Swap Counterparty Collateral

Account will not be included in the Collateral and will not be available to make payments under the Notes
other than as required under the related Interest Rate Swap Agreement. Amounts contained in any

Interest Rate Swap Counterparty Collateral Account shall not be considered to be an asset of the Issuer

for purposes of any of the Collateral Quality Tests or the Coverage Tests, but the Interest Rate Swap
Agreement that relates to such Interest Rate Swap Counterparty Collateral Account shall be so

considered an asset of the Issuer.
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With respect to any obligation by the Interest Rate Swap Counterparty for payment under any
Interest Rate Swap Agreement, amounts contained in the related Interest Rate Swap Counterparty
Collateral Account shall, as directed by the Collateral Manager in writing, be withdrawn by the Trustee
and applied to the payment of such obligation payable by the related Interest Rate Swap Counterparty to
the Issuer. Any excess amounts held in a Interest Rate Swap Counterparty Collateral Account after
payment of all amounts owing from the related Interest Rate Swap Counterparty to the Issuer shall be
withdrawn from such Interest Rate Swap Counterparty Collateral Account and paid to the related Interest
Rate Swap Counterparty in accordance with the applicable Interest Rate Swap Agreement.

Synthetic Security Issuer Accounts

If and to the extent that any Synthetic Security requires a Synthetic Security Counterparty to
secure its obligations with respect to such Synthetic Security, the Trustee will establish a segregated trust
account, held in the name of the Trustee (each such account, a "Synthetic Security Issuer Account").
The Trustee shall deposit into each Synthetic Security Issuer Account all amounts that are required to
secure the obligations of the Synthetic Security Counterparty in accordance with the terms of such
Synthetic Security. Except for investment earnings, a Synthetic Security Counterparty shall not have any
legal, equitable or beneficial interest in any Synthetic Security Issuer Account other than in accordance
with the Indenture, the applicable Synthetic Security and applicable law. The Synthetic Security Issuer
Accounts shall remain at all times with a financial institution having a long-term debt rating of at least
"BBB+" by Standard & Poor's, at least "Baal" by Moody's, and at least "BBB+" by Fitch and a combined
capital and surplus in excess of $200,000,000.

As directed by the Collateral Manager in writing and in accordance with the applicable Synthetic
Security, cash on deposit in a Synthetic Security Issuer Account on behalf of the Issuer shall be invested
in Eligible Investments. Income received on amounts on deposit in the Synthetic Security Issuer Account
may be withdrawn from such account and paid to the related Synthetic Security Counterparty in
accordance with the applicable Synthetic Security.

Cash and Eligible Investments on deposit in each Synthetic Security Issuer Account will not be
included in the Collateral and will not be available to make payments under the Notes other than as
required under the related Synthetic Security. Amounts contained in any Synthetic Security Issuer
Account shall not be considered to be an asset of the Issuer for purposes of any of the Collateral Quality
Tests or the Coverage Tests, but the Synthetic Security or Synthetic Securities that relate to such
Synthetic Security Issuer Account shall be so considered an asset of the Issuer.

With respect to any obligation by the Synthetic Security Counterparty for payment under any
Synthetic Security, amounts contained in the related Synthetic Security Issuer Account shall, as directed
by the Collateral Manager in writing, be withdrawn by the Trustee and applied to the payment of such
obligation payable by the related Synthetic Security Counterparty to the Issuer. Any excess amounts held
in a Synthetic Security Issuer Account after payment of all amounts owing from the related Synthetic
Security Counterparty to the Issuer shall be withdrawn from such Synthetic Security Issuer Account and
paid to the related Synthetic Security Counterparty in accordance with the applicable Synthetic Security.
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THE ISSUERS

General

The Issuer was incorporated as an exempted company with limited liability and registered on
October 20, 2006 in the Cayman Islands with registered number DB-176033, is in good standing under
the laws of the Cayman Islands and has an indefinite existence. The Issuer has been established as a
special purpose vehicle for the purpose of issuing the Notes. The registered office of the Issuer is at the
offices of Deutsche Bank (Cayman) Limited, P.O. Box 1984, Grand Cayman KY1-1104, Cayman Islands.
The Issuer's telephone number is +1(345) 949-8244. The Issuer has no prior operating experience other
than in connection with the acquisition of certain Underlying Assets prior to the issuance of the Notes and
the Preference Shares and the engagement of the Collateral Manager and the entering into of
arrangements with respect thereto, and the Issuer will not have any substantial assets other than the
Collateral pledged to secure, among other things, the Notes and the Issuer's obligations to the Trustee,
the Collateral Manager, any Interest Rate Swap Counterparty, the Offsetting Transaction Counterparty
and the Synthetic Security Counterparty. Clause 3 of the Issuer Charter sets out the objects of the
Issuer, which include the business to be carried out by.the Issuer in connection with the Notes. As at the
Closing Date, the entire authorized shares of the Issuer will consist of (a) 250 ordinary shares, par value
U.S.$1.00 each (all of which will be issued and held in trust for charitable purposes by Deutsche Bank
(Cayman) Limited, a licensed trust company incorporated in the Cayman Islands (in such capacity, the
"Share Trustee"), under the terms of a declaration of trust) and (b) 59,500 Preference Shares, par value
U.S.$0.01, all of which will be issued at a liquidation preference of U.S.$1,000 each.

The Co-Issuer was incorporated on February 23, 2007 under the law of the State of Delaware
with an organizational number 070220501 and its registered office is clo Donald Puglisi, 850 Library
Avenue, Suite 204, Newark, Delaware 19711. The sole director and officer of the Co-Issuer is Donald
Puglisi, and he may be contacted at the principal office of the Co-Issuer listed on the last page of this
Offering Circular. The Co-Issuer's telephone number is +1(302) 738-6680. The Co-Issuer has no prior
operating experience. The Co-Issuer has been established as a special purpose vehicle for the purpose
of issuing the Notes. It will not have any assets (other than its U.S.$1,000 of share capital owned by the
Issuer) and will not pledge any assets to secure the Notes. The third clause of the Co-Issuer's certificate
of incorporation sets out the objects of the Co-Issuer, which include the business to be carried out by the
Co-Issuer in connection with the Notes. The Co-Issuer will not have any interest in the Underlying Assets
or other assets held by the Issuer.

The Notes are obligations only of the Issuers, and none of the Notes are obligations of the
Trustee, the Share Trustee, the Administrator, the Collateral Manager, the Initial Purchaser or its affiliates
or any directors or officers of the Issuers.

Deutsche Bank (Cayman) Limited will act as the administrator (in such capacity, the
"Administrator") and the Share Registrar of the Issuer. The office of the Administrator will serve as the
general business office of the Issuer. Through this office and pursuant to the terms of an agreement by
and between the Administrator and the Issuer (the "Administration Agreement"), the Administrator will
perform various management functions on behalf of the Issuer, including the provision of certain clerical,
administrative and other services until termination of the Administration Agreement. In consideration of
the foregoing, the Administrator will receive various fees and other charges payable by the Issuer at rates
provided for in the Administration Agreement and will be reimbursed for expenses and the Issuer will
provide certain indemnities to the Administrator in connection with its performance of such services.
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The Administrator will be subject to the overview of the Board of Directors of the Issuer. The
directors of the Issuer are Alan Corkish, David Dyer, Simon Wetherell and Tim Fitzgerald, each of whom
is a director or officer and an employee of the Administrator and each of whose offices are at P.O. Box
1984, Grand Cayman KY1-1104, Cayman Islands. The Administration Agreement may be terminated by
the Issuer or the Administrator upon 14 days' notice following the occurrence of certain events. In
addition, the Administration Agreement may be terminated upon three months' notice (subject to the
appointment of a replacement administrator).

The Administrators principal office is at P.O. Box 1984, Grand Cayman KY1-1104, Cayman
Islands.

Capitalization and Indebtedness of the Issuer and the Co-Issuer

The initial capitalization and indebtedness of the Issuer as of the Closing Date, after giving effect
to the issuance of the Notes, the Preference Shares and the ordinary shares of the Issuer but before
deducting expenses of the offering of the Notes and of the placement of the Preference Shares and
organizational expenses of the Issuers, is expected to be as follows:

Class A-I a Notes U.S.$244,000,000

Class A-1b Notes U.S.$400,000,000

Class A-2 Notes U.S.$159,000,000

Class B Notes U.S.$96,900,000

Class C Notes U.S.$68,300,000

Class D Notes U.S.$55,100,000

Class E Notes U.S.$18,700,000

Total Debt U.S.$1,042,000,000

Ordinary Shares 250

Preference Shares U.S.$59,500,000

Total Equity U.S.$59,500,250

Total Capitalization U.S.$1,101,500,250

As of the Closing Date and after giving effect to the issuance of the Preference Shares, the

issued share capital of the Issuer will be 250 ordinary shares, par value U.S.$1.00 per share, and 59,500
Preference Shares, par value U.S.$0.01 per share and with a liquidation preference of U.S.$1,000 per
share.

The Issuer will not have any material assets other than the Collateral.

The Co-Issuer will be capitalized only to the extent of its U.S.$250 of share capital, will have no

assets other than its share capital and will have no debt other than as Co-Issuer of the Notes. As of the

Closing Date and after giving effect to the issuance of the Co-Issuer's shares, the authorized and issued
share capital of the Co-Issuer will be 250 shares of common stock, par value U.S.$1.00 per share.
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Business

The Indenture and the Issuer Charter provide that the activities of the Issuer are limited to (a)
investment and reinvestment in Underlying Assets and Eligible Investments, (b) the entering into, and the
performance of its obligations under, the Indenture, any Interest Rate Swap Agreement, the Offset
Transactions, the Offsetting Transactions, the Synthetic Securities, any Investment Agreement, the
Management Agreement, the Collateral Administration Agreement, the Administration Agreement, the
Note Purchase Agreement, the Subscription Agreement and the Preference Share Paying Agency
Agreement, (c) the issuance and sale of the Notes and Preference Shares, (d) the pledge of the
Collateral as security for its obligations in respect of the Notes and its obligations to the other Secured
Parties, (e) ownership of the Co-Issuer and (f) other activities incidental to the foregoing. The Issuer has
no employees and no subsidiaries other than the Co-Issuer. The Co-Issuer will not undertake any
business other than the issuance of the Notes.

The Issuer is not required by Cayman Islands law, and the Issuer does not intend, to publish
annual reports and accounts. The Co-Issuer is not required by Delaware law, and the Co-Issuer does not
intend, to publish annual reports and accounts. The Indenture, however, requires the Issuer to provide
the Trustee, on an annual basis, with a certificate reviewing the activities of the Issuer and of the Issuer's
performance during the preceding year and stating that, to the best of the certifying officer's knowledge,
the Issuer has fulfilled all of its obligations under the Indenture or, if there has been a default, specifying
such default, the nature and status thereof and any actions undertaken to remedy such default.
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THE COLLATERAL MANAGER

The information appearing in this section (other than the information contained under the heading
"General") has been prepared by the Collateral Manager and has not been independently verified by the
Issuers or the Initial Purchaser. Neither the Issuers nor the Initial Purchaser assumes any responsibility
for the accuracy, completeness or applicability of such information. Accordingly, the Collateral Manager
assumes sole responsibility for the accuracy, completeness or applicability of such information.

General

Certain administrative and advisory functions with respect to the Collateral will be performed by
the Collateral Manager under the Management Agreement to be entered into between the Issuer and the
Collateral Manager (the "Management Agreement"). The Collateral Manager will, pursuant to the terms
of the Management Agreement, select, monitor and provide the Issuer with certain information relating to,
the portfolio of Underlying Assets, may act as the Auction Agent, direct the Disposition certain Underlying
Assets, including any Credit Risk Asset, Credit Improved Asset, Defaulted Asset, Withholding Security or
Equity Security, or instruct the Trustee with respect to the purchase of Underlying Assets and investment
in Eligible Investments as further set forth herein.

Additionally, during the Reinvestment Period, the Collateral Manager is permitted to Dispose of
any Underlying Asset that is Investment Grade other than an Equity Security, Credit Risk Asset,
Defaulted Asset, Withholding Security or Credit-Improved Asset; provided that, for any given calendar
year, the aggregate principal balance of any such Underlying Assets Disposed of does not exceed 20% of
the aggregate principal balance of all Underlying Assets.

All acquisitions and Dispositions of Eligible Investments and Underlying Assets, and all
Dispositions of Equity Securities, by the Collateral Manager on behalf of the Issuer shall be conducted in
compliance with all applicable laws. The Collateral Manager shall cause any acquisition or Disposition of
any Underlying Asset or Eligible Investment, and the sale of any Equity Security, to be conducted on an
arm's-length basis or as provided in the Indenture with respect to a redemption of the Notes and/or
Preference Shares.

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may
acquire some or all of the Class E Notes on the Closing Date. In addition, the Management Agreement
will provide that the Collateral Manager shall notify the Trustee or the Preference Share Paying Agent, as
applicable, upon the sale or transfer by the Collateral Manager of any Preference Shares to a person that
is not an Affiliate of the Collateral Manager, and the Trustee shall deliver notice of such transfer to the
holders of the Notes (to the extent such Notes remain outstanding). The Collateral Manager and its
Affiliates may at times own Notes. At any given time, the Collateral Manager and its Affiliates will not be
entitled to vote the Collateral Manager Securities with respect to any assignment or termination of any of
the express rights or obligations of the Collateral Manager under the Management Agreement or the
Indenture (including the exercise of any rights to remove the Collateral Manager or terminate the
Management Agreement), or any amendment or other modification of the Management Agreement or the
Indenture increasing the rights or decreasing the obligations of the Collateral Manager. However, at any
given time the Collateral Manager and its Affiliates will be entitled to vote the Notes and Preference
Shares held by them with respect to all other matters. See "Risk Factors-Certain Conflicts of Interest."
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HBK Investments L.P.

HBK Investments L.P., a Delaware limited partnership (together with its affiliated subadvisors and
their respective successors, "HBK"), will act as Collateral Manager to the Issuer (in such capacity, the
"Collateral Manager"). Collateral management services for the Issuer will be performed by various
affiliated subadvisors of HBK Investments L.P., which are under common control with HBK Investments
L.P. The headquarters of HBK are located at 300 Crescent Court, Suite 700, Dallas, Texas 75201.

HBK was founded in 1991. HBK is managed by thirteen managing directors and has offices in
Dallas, New York, London, Hong Kong and Tokyo. HBK is an investment management firm that, as of
December 31, 2006, had approximately $12 billion in capital under management.

From time to time, HBK has responded to various requests for information from governmental
and regulatory bodies, including routine inspections and examinations, as well as enforcement inquiries
and investigations. HBK has provided information to the SEC related to private investments in public
equity and similar transactions and related trading activity. These transactions represent a small portion
of HBK's overall business and are unrelated to its activities as Collateral Manager. HBK is listed, along
with several other entities, in an SEC formal order of investigation related to these matters, and relevant
personnel of HBK have given testimony. HBK believes the investigation is focused on insider trading
issues related to trading before the public announcement of certain transactions and is one of many such
investigations or inquiries directed toward numerous market participants, including brokerage firms, other
intermediaries and investors. Based on interactions to date with the SEC staff and the limited scope of
HBK's activities in this area, HBK does not believe the investigation will result in a material effect on HBK
or have any financial effect on the Issuer or any of the private investment funds that HBK manages.

Biographies

Set forth below is information regarding certain persons who are currently employed by the
Collateral Manager, although such persons may not necessarily continue to be so employed during the
entire term of the Management Agreement and/or may not continue to perform services for the Collateral
Manager under the Management Agreement.

Jamiel Akhtar, Manaqing Director

Mr. Akhtar has been associated with HBK since 1993 and is a Managing Director of HBK. Mr.
Akhtar is primarily responsible for HBK's developed markets fixed income arbitrage portfolio, which
includes investments in government and agency bonds, futures, interest rate derivatives, and mortgage
and asset-backed securities. He received an A.B. degree cum laude in Economics in 1993 from Harvard
College.

Kevin Jenks, Senior Portfolio Manager

Mr. Jenks has been associated with HBK since 2002 and is the firm's senior portfolio manager for
the ABS, MBS and CMBS sectors. From 2000 to 2002, Mr. Jenks was a senior portfolio manager at
Vanderbilt Capital Advisors, LLC specializing in the structured product fixed income market with a focus
on structured credit securities. He was a senior member of a five person team responsible for managing
over $6 billion in institutional fixed income portfolios for clients. From 1997 to 2000, Mr. Jenks was a
portfolio manager with Prime Advisors, where he was responsible for the trading, investment strategy and
management of a $3 billion plus fixed income portfolio consisting of total return funds and insurance
company portfolios. In addition, he was also the firm's sector manager for structured product securities.
Prior to 1997, Mr. Jenks held various trading, analyst and portfolio management positions at Bank
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Boston, The Boston Company Asset Management and Fidelity Investments. Mr. Jenks received a B.S.
degree in Finance in 1992 from the University of Massachusetts.

Jason Lowry, Assistant Trader/Analyst

Mr. Lowry is an assistant trader/analyst with HBK. Jason oversees system analytics and
surveillance. Prior to joining HBK Mr. Lowry was a quantitative analyst with Freddie Mac in fixed income
research. Mr. Lowry received a B.S. degree in Physics from Carnegie Mellon in 2001.

Marco Lukesch

Mr. Lukesch is an analyst with HBK. Marco's primary responsibilities include surveillance and
collateral analysis on new trades and existing positions. Prior to joining HBK Mr. Lukesch was a
consultant with Oliver, Wyman & Co, a strategy consulting firm devoted to the financial services industry.
Mr. Lukesch graduated magna cum laude from the University of Pennsylvania in 2001 receiving a B.S.
from the Wharton School and a B.A. from the college.

Kimberlee K. Rozman, Associate General Counsel

Ms. Rozman has been associated with HBK since 1999 and is Associate General Counsel of
HBK. Ms. Rozman is responsible for a range of HBK's legal matters. Prior to joining HBK Ms. Rozman
was associated with Jackson & Walker L.L.P. Ms. Rozman received a J.D. degree summa cum laude
from Dickinson Law School in 1990.

Gayla Utley, Director of'Operations

Ms. Utley has been associated with HBK since 1996 and is responsible for global trading
operations. Ms. Utley graduated from Texas A&M University in 1996 with a B.S. in Accounting.

Qi Wang

Ms. Wang has been associated with HBK since 1998 and is primarily responsible for the US fixed
income arbitrage book. From 1996 to 1998, she worked on the US government sales desk at Lehman
Brothers. She graduated magna cum laude from Yale University in 1995 with degrees in molecular
biophysics & biochemistry and economics.

Brett Orr, CFA

Mr. Orr has been with HBK since 1997 and is responsible for financing all of HBK's government,
asset backed and mortgage backed securities. He graduated with honors in 1997 from Abilene Christian.
University with a B.S. in Financial Management.

Jim Wanq

Mr. Wang is a senior quantitative analyst with HBK. Jim's primary responsibilities include
developing prepayment and default models to analyze mortgage pools. Prior to joining HBK, Mr. Wang
was a quantitative analyst in ABS research at Citigroup. Mr. Wang graduated from Brandeis University
with a Ph.D. in physics in 1996.
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THE MANAGEMENT AGREEMENT

The following summary describes certain provisions of the Management Agreement. The
summary does not purport to be complete and is subject to, and qualified in its entirety by reference to,
the provisions of the Management Agreement.

As compensation for the performance of its obligations as Collateral Manager under the
Management Agreement, the Collateral Manager will receive a fee (the "Management Fee"), to the
extent of the funds available for such purpose in accordance with the Priority of Payments.. The
Management Fee will accrue from the Closing Date at a rate of 0.30% per annum on the Quarterly Asset
Amount, payable in arrears on each Distribution Date. In addition, if the Collateral Manager acts as
Auction Agent, as compensation for the performance of its obligations as Auction Agent under the
Management Agreement, the Collateral Manager will receive fees (the "Auction Agent Fees") as
described in the succeeding sentence, to the extent of the funds available for such purpose in accordance
with the Priority of Payments. The Auction Agent Fee will be (a) U.S.$35,000 on the first Auction Date;
(b) if the Auction Call Redemption is not successful on the First Auction Call Date, U.S.$25,000 on the
Distribution Date immediately following the First Auction Call Date; and (c) U.S.$15,000 on each Auction
Date thereafter, if any. Any Management Fee or Auction Agent Fee accrued prior to the resignation or
removal of the Collateral Manager will continue to be payable to the Collateral Manager on the
Distribution Date immediately following the effectiveness of such resignation or removal.

To the extent not paid on any Distribution Date when due, any accrued Management Fee or
Auction Agent Fee will be deferred and will be payable on the next subsequent Distribution Date on which
funds are available for the payment thereof in accordance with the Priority of Payments. Any unpaid
Management Fee or Auction Agent Fee that is deferred due to the operation of the Priority of Payments
will not accrue interest.

The Collateral Manager will be responsible for its own ordinary expenses and costs incurred in
the course of performing its obligations under the Management Agreement; provided that the Collateral
Manager shall not be liable for the payment of any extraordinary expenses and costs or for the payment
of expenses and costs of (a) legal advisers, accountants, consultants and other professionals retained by
the Issuer or by the Collateral Manager on behalf of the Issuer in connection with certain services to be
provided by the Collateral Manager as specified in the Management Agreement and (b) reasonable travel
expenses undertaken in connection with effecting or directing Disposition of Underlying Assets and
Eligible Investments, negotiating with issuers of Underlying Assets as to proposed modifications or
waivers, taking action or advising the Trustee with respect to the Issuer's exercise of any rights or
remedies in connection with the Underlying Assets and Eligible Investments, including in connection with
an offer or default, participating in committees or other groups formed by creditors of an issuer of
Underlying Assets. Such expenses will be paid by the Issuer.

The Collateral Manager will not be liable to the Issuers, the Trustee, the Noteholders, any Interest
Rate Swap Counterparty or any of their respective affiliates, partners, shareholders, officers, directors,
employees, consultants, agents, accountants and attorneys for any losses, damages, claims, liabilities,

-costs or expenses (including attorney's fees and expenses) incurred as a result of the actions taken or
omitted or recommended by or on behalf of the Collateral Manager under the Management Agreement or
the Indenture, except by reason of acts constituting bad faith, willful misconduct, gross negligence or
reckless disregard of its duties and obligations thereunder. The Collateral Manager and its Affiliates and
each of their respective partners, shareholders, members, officers, directors, managers, employees,
consultants, agents, accountants and attorneys will be entitled to indemnification by the Issuer under
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certain circumstances (as specified in the Management Agreement), which will be paid in accordance
with the Priority of Payments.

The Collateral Manager may not assign its rights or responsibilities under the Management
Agreement without the consent of the Issuer and the holders of a majority in aggregate principal amount
of Notes of the Controlling Class and upon satisfaction of the Rating Condition, except that pursuant to
the Management Agreement the Collateral Manager may assign all of its rights and responsibilities
thereunder (without thereby being relieved of any of its duties or obligations) to an Affiliate without the
consent of the Issuer, the Trustee but, so long as any Class A-1 Notes remain outstanding, subject to the
consent of the Controlling Class. In addition, the Collateral Manager may, pursuant to the Management
Agreement, enter into arrangements pursuant to which its Affiliates or third parties may perform certain
services on behalf of the Collateral Manager, but such arrangements shall not relieve the Collateral
Manager from any of its duties or obligations thereunder.

The Collateral Manager may resign upon 60 days' prior written notice to the Issuer and the

Trustee, provided that (a) no such resignation shall be effective unless a Replacement Manager is

appointed as described below and (b) the Collateral Manager shall have the right to resign immediately if,

due to a change in applicable law or regulation, the performance by the Collateral Manager of its duties

under the Indenture or the Management Agreement would be a violation of such law or regulation.

The Management Agreement provides that the Collateral Manager may at any time be removed

for "cause" (as defined in the Management Agreement) upon 15 Business Days' prior written notice by
the Issuer, which will effect such removal at the direction of holders of at least 66 2/3% in aggregate
outstanding principal amount of the holders of the Controlling Class (voting as a separate class) and the

holders of at least 66 2/3% of Preference Shares. In determining whether a specified percentage of
holders of Notes or Preference Shares has directed any such removal as described above or given any

objection to a successor Collateral Manager as described below, Collateral Manager Securities will be

excluded.

For purposes of the Management Agreement, "cause" means any of the following events:

(a) the Collateral Manager willfully breaches, or takes any action that it knows violates, any
provision of the Management Agreement or any term of the Indenture applicable to it or

causes an Event of Default under the Indenture (not including a willful breach or knowing
violation that results from a good faith dispute on alternative courses of action or
interpretation of instructions);

(b) the Collateral Manager breaches in any material respect any provision, including a
representation or warranty, of the Management Agreement or any terms of the Indenture

applicable to it and fails to cure such breach within 30 days after written notice of such

failure is received by the Collateral Manager unless, if such failure is remediable, the
Collateral Manager has taken action that the Collateral Manager in good faith believes

will remedy, and that does in fact remedy, such failure within 90 days after written notice

of such failure is received by the Collateral Manager;

(c) the Collateral Manager (i) ceases to be able to, or admits in writing its inability to, pay its
debts when and as they become due, (ii) files, or consents by answer or otherwise to the

filing against it of, a petition for relief or reorganization or arrangement or any other

petition in bankruptcy, for liquidation or takes advantage of any bankruptcy, insolvency,
reorganization, moratorium or other similar law of any jurisdiction, (iii) makes an

assignment for the benefit of its creditors, (iv) consents to the appointment of a custodian,
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receiver, trustee or other officer with similar powers with respect to it or with respect to
any substantial part of its property or (v) is adjudicated as insolvent or is to be liquidated;

(d) the Class A-1 OC Ratio falls below 100%;

(e) the occurrence of an act by the Collateral Manager that constitutes fraud or criminal
activity in the performance of its obligations under the Management Agreement; or

(f) the indictment of the Collateral Manager or any of the Collateral Manager's senior
portfolio management staff who have direct supervisory responsibility for the
management of the Collateral, and who continue to have involvement with the Collateral
Manager's performance under the Management Agreement for a period of 30 days
following such indictment for a criminal felony offense materially related to the Collateral
Manager's investment advisory business relating to collateralized debt obligation
transactions.

No removal, termination or resignation of the Collateral Manager or termination of the

Management Agreement shall be effective unless (a) a successor Collateral Manager (the "Replacement
Manager") has agreed in writing to assume all of the Collateral Manager's duties and obligations,
including its duties and responsibilities as the Auction Agent, (b) the Replacement Manager is not

objected to by holders of at least 66 2/3% in aggregate outstanding principal amount of any Class of
Notes or the holders of at least 66 2/3% of the Preference Shares (excluding from such vote any

Collateral Manager Securities) within 30 days after notice and (c) the Rating Condition has been satisfied
with respect to the appointment of the Replacement Manager; provided, however, that at any time when

an Event of Default shall have occurred and be continuing under the Indenture and the Collateral
Manager shall have resigned or been removed under the circumstances set forth above, the holders of a

Majority of the Notes of the Controlling Class may appoint a successor Collateral Manager (if the Rating
Condition has been satisfied with respect to the appointment of the Replacement Manager).

In addition, no removal or resignation of the Collateral Manager while any Note or Preference
Share is outstanding will be effective until the appointment by the Issuer of a Replacement Manager that

is an established institution which (a) is legally qualified and has the capacity to act as Collateral Manager
under the Management Agreement as successor to the Collateral Manager in the assumption of all of the

responsibilities, duties and obligations of the Collateral Manager under the Management Agreement and

under the applicable terms of the Indenture, including its duties and responsibilities as the Auction Agent,

and (b) will not cause the Issuer or the pool of Collateral to become required to register as an investment

company under the provisions of the Investment Company Act. The Indenture provides that if holders of

at least 66 2/3% in aggregate outstanding principal amount of any Class of Notes or the holders of at

least 66 2/3% of the Preference Shares (excluding from such votes the Collateral Manager Securities if

the proposed Replacement Manager is an Affiliate of the Collateral Manager) object to a proposed
Replacement Manager within 30 days after such notice (the "First Period"), the Trustee shall notify the
holders of the Notes and Preference Shares that such Replacement Manager has been rejected. Such

notice shall state that a Majority-in-Interest of Preference Shareholders may nominate a successor

Collateral Manager within 60 days after the termination of the First Period (the "Second Period") and

specify a date (not more than 20 days after the end of the First Period), time and place for a meeting
(which meeting may be held telephonically) at which the Preference Shareholders may nominate (if

necessary, by a majority vote of the Preference Shareholders present at such meeting) not more than two

proposed successor Collateral Managers (which proposed successor Collateral Managers shall meet the

requirements of a Replacement Manager specified in the Management Agreement). The Trustee shall

notify each Preference Shareholder and Noteholder of the successor Collateral Managers proposed at

such meeting and request that each Preference Shareholder and Noteholder, by notice given to the
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Trustee not later than 20 days after such meeting, select a successor Collateral Manager (if there are two

proposed successor Collateral Managers) or approve such proposed Collateral Manager (if only one

successor Collateral Manager is proposed). If such a successor Collateral Manager is objected to by a

Majority-in-Interest of Preference Shareholders or by the Holders of 66 2/3% in aggregate principal
amount of any Class of Notes, the Trustee shall notify each Holder of a Preference Share of the failure to

appoint a successor Collateral Manager and specify a date (prior to the end of the Second Period), time

and place for a meeting (which meeting may be held telephonically) at which a Majority-In-Interest of the

Preference Shareholders present (so long as holders of at least 66 2/3% of the Preference Shares are

represented at such meeting) may appoint a successor Collateral Manager. The Collateral Manager
Securities shall be excluded from the determination of whether 66 2/3% in aggregate principal amount of

any Class of Notes or a Majority-in-Interest of Preference Shareholders for appointing or approving (or

objecting to) a successor Collateral Manager has been obtained, except that for purposes of appointing or

approving a successor Collateral Manager that is not an Affiliate of the Collateral Manager, the Notes and

Preference Shares which are Collateral Manager Securities shall be included in determining whether the

Noteholders and Preference Shareholders have selected or approved (or objected to) such successor

Collateral Manager. In the event that a successor to the Collateral Manager is not appointed within 90

days after its resignation or removal, the Issuer or the Collateral Manager may petition a court to appoint

a successor, without obtaining the approval of the Holders of the Notes and the Preference Shares.

Pursuant to the Indenture, the Trustee is entitled to exercise the rights and remedies of the Issuer

under the Management Agreement (a) upon the occurrence of an Event of Default until such time, if any,

as such Event of Default is cured or waived, (b) upon the termination of the Collateral Manager in

accordance with the Management Agreement or (c) upon a material default in the performance, or

breach, of any covenant, representation, warranty or other agreement of the Issuer under the Indenture or

in any certificate or writing delivered pursuant thereto or made in connection therewith which proves to be

incorrect in any material respect when made if (i) holders of at least 50% in aggregate outstanding

principal amount of the Notes of any Class, Preference Shareholders whose aggregate Voting

Percentages are at least 50% of all Preference Shareholders' Voting Percentages or any Interest Rate

Swap Counterparty gives notice of such default or breach to the Trustee and the Collateral Manager or (ii)

the Collateral Manager, Issuer or Co-Issuer has actual knowledge of such default or breach, and in either

case, such default or breach (if remediable) continues for a period of 30 days.

In certain circumstances, the interests of the Issuer and/or the holders of the Notes with respect

to matters as to which the Collateral Manager is advising the Issuer may conflict with the interests of the

Collateral Manager and its Affiliates. See "Risk Factors-Certain Conflicts of Interest."
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DEUTSCHE BANK AKTIENGESELLSCHAFT

Incorporation, Registered Office and Objectives

Deutsche Bank Aktiengesellschaft ("Deutsche Bank" or the "Bank") originated from the reunification of
Norddeutsche Bank Aktiengesellschaft, Hamburg, Rheinisch-Westfilische Bank Aktiengesellschaft,
Duesseldorf and SOddeutsche Bank Aktiengesellschaft, Munich; pursuant to the Law on the Regional
Scope of Credit Institutions, these had been disincorporated in 1952 from Deutsche Bank which was
founded in 1870. The merger and the name were entered in the Commercial Register of the District Court
Frankfurt am Main on 2 May 1957. Deutsche Bank is a banking institution and a stock corporation
incorporated under the laws of Germany under registration number HRB 30 000. The Bank has its
registered office in Frankfurt am Main, Germany. It maintains its head office at Taunusanlage 12, 60325
Frankfurt am Main and branch offices in Germany and abroad including in London, New York, Sydney,
Tokyo and an Asia-Pacific Head Office in Singapore which serve as hubs for its operations in the
respective regions.

Deutsche Bank is the parent company of a group consisting of banks, capital market companies, fund
management companies, a real-estate finance company, instalment financing companies, research and
consultancy companies and other domestic and foreign companies (the "Deutsche Bank Group").

The objects of Deutsche Bank, as laid down in its Articles of Association, include the transaction of all
kinds of banking business, the provision of financial and other services and the promotion of international
economic relations. The Bank may realise these objectives itself or through subsidiaries and affiliated
companies. To the extent permitted by law, the Bank is entitled to transact all business and to take all
steps which appear likely to promote the objectives of the Bank, in particular: to acquire and dispose of
real estate, to establish branches at home and abroad, to acquire, administer and dispose of
participations in other enterprises, and to conclude company-transfer agreements.

Deutsche Bank AG, London Branch

"Deutsche Bank AG London" is the London branch of Deutsche Bank AG. On 12 January 1973, Deutsche
Bank AG filed in the United Kingdom the documents required pursuant to section 407 of the Companies
Act 1948 to establish a place of business within Great Britain. On 14 January 1993, Deutsche Bank
registered under Schedule 21A to the Companies Act 1985 as having established a branch (Registration
No. BROO0005) in England and Wales. Deutsche Bank AG London is an authorized person for the
purposes of section 19 of the Financial Services and Markets Act 2000. In the United Kingdom, it
conducts wholesale banking business and through its Private Wealth Management division, it provides
holistic wealth management advice and integrated financial solutions for wealthy individuals, their families
and selected institutions.

Share Capital

As of 30 September 2006, Deutsche Bank's issued share capital amounted to Euro 1,334,735,508.48
consisting of 521,381,058 ordinary shares without par value. The shares are fully paid up and in
registered form. The shares are listed for trading and official quotation on all the German Stock
Exchanges. They are also listed on the New York Stock Exchange. The Management Board has decided
to pursue delisting on certain stock exchanges other than Germany and New York in order to benefit from
the integration of financial markets. In respect of the stock exchanges Amsterdam, Brussels, London,
Luxembourg, Paris, Vienna, Zurich and Tokyo, this decision has completely been implemented.
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Capitalisation and Indebtedness of Deutsche Bank Group

As of 30 September 2006, Deutsche Bank Group's capitalisation and indebtedness (unaudited) on the
basis of United States Generally Accepted Accounting Principles ("U.S. GAAP") was as follows:

As of
30 September

2006
(in Euro million)

Noninterest-bearing deposits 26,992
Interest-bearing deposits 348,703

Total deposits 375,695
Bonds and other fixed-income securities 92,042
Equity shares and other variable-yield securities 45,048
Negative market values from derivative financial instruments 93,786

Total trading liabilities 230,876
Central bank funds purchased and securities sold under repurchase agreements 192,739
Securities loaned 12,876
Other short-term borrowings 29,485
Other liabilities 93,631
Long-term debt 126,788
Obligation to purchase common shares 3,406

Total Ilabilities .1,065,496

Common shares, no par value, nominal value of Euro 2.56 1,335
Issued: Sep 30, 2006: 521.4 million shares; Dec 31, 2005: 554.5 million shares

Additional paid-in capital 14,009

Retained earnings 23,233
Common shares in treasury, at cost
Sep 30, 2006: 24.5 million shares; Dec 31, 2005: 49.0 million shares (2,205)
Equity classified as obligation to purchase common shares (3,406)
Accumulated other comprehensive income (loss)

Deferred tax on unrealized net gains on securities available for (2,165)
sale relating to 1999 and 2000 tax rate changes in Germany

Unrealized net gains on securities available for sale, net of 2,169
applicable tax and other

Unrealized net gains (losses) on derivatives hedging variability (38)
of cash flows, net of tax

Minimum pension liability, net of tax (8)
Foreign currency translation, net of tax (1,874)

Total accumulated other comprehensive loss (1,916)
Total shareholders' equity 31,050
Total liabilities and shareholders' equity 1,096,546

There has been no material change in Deutsche Bank Group's capitalisation and indebtedness since 30
September 2006.
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Management

In accordance with German law, Deutsche Bank has both a Supervisory Board (Aufsichtsrat) and a
Management Board (Vorstand). These Boards are separate; no individual may be a member of both.
The Supervisory Board appoints the members of the Management Board and supervises the activities of
this Board. The Management Board represents Deutsche Bank and is responsible for its management of
its affairs.

The Management Board consists of

Dr. Josef Ackermann

Dr. Hugo Banziger

Anthony Di lorio

Dr. Tessen von Heydebreck

Hermann-Josef Lamberti

Chairman of the Management Board (Chief
Executive Officer)

Chief Risk Officer (CRO)

Chief Financial Officer (CFO)

Chief Administrative Officer (CAO)

Chief Operating Officer (COO)

The Supervisory Board consists of the following 20 members:

Dr. Clemens Boersig

Heidrun Fbrster*

Dr. Karl-Gerhard Eick

Ulrich Hartmann

Gerd Herzberg*

Sabine Horn*

Rolf Hunck*

Sir Peter Job

Chairman
Frankfurt am Main

Deputy Chairperson
Deutsche Bank Privat- und Geschaftskunden
AG
Berlin

Deputy Chairman of the Board of Managing
Directors of Deutsche Telekom AG
Cologne

Chairman of the Supervisory Board of E.ON
AG
D0sseldorf

Vice President of ver.di Vereinte
Dienstleistungsgewerkschaft
Berlin

Deutsche Bank AG
Frankfurt am Main

Deutsche Bank AG
Hamburg

London

Prof. Dr. Henning Kagermann Chairman and CEO of SAP AG
WalldorflBaden
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Deutsche Bank AG
DOsseldorf

Peter Kazmierczak*

Maurice Ldvy

Henriette Mark*

Dr. jur. Dr.-Ing. E.h. Heinrich.von Pierer

Gabriele Platscher*

Karin Ruck*

Prof. Dr. Theo Siegert

Tilman Todenhbfer

Dipl.-Ing. Dr.-Ing. E.h. JOrgen Weber

Leo Wunderlich*

* Elected by the staff in Germany.

The members of the Management Board a
corporations within the limits prescribed by law.

Deutsche Bank AG
Essen

Chairman and Chief Executive Officer,
Publicis Groupe S.A.
Paris

Deutsche Bank AG
Munich

Chairman of the Supervisory Board of
Siemens AG
Erlangen

Deutsche Bank Privat- und Geschiftskunden
AG
Braunschweig

Deutsche Bank AG
Bad Soden am Taunus

Managing Director of the Haen Carstanjen &
Sbhne Dusseldorf

Managing Partner of Robert Bosch
Industrietreuhand KG
Stuttgart

Chairman of the Supervisory Board of
Deutsche Lufthansa AG
Hamburg

Deutsche Bank AG
Mannheim

ccept membership on the Supervisory Boards of other

The business address of each member of the Management Board and of the Supervisory Board of
Deutsche Bank is Taunusanlage 12, 60325 Frankfurt am Main, Germany.

Financial Year

The financial year of Deutsche Bank is the calendar year.

Auditors

The independent auditors of Deutsche Bank are KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft Wirtschaftspr0fungsgesellschaft ("KPMG"), Marie-Curie-Strasse 30, 60439 Frankfurt
am Main, Germany. KPMG audited Deutsche Bank's non-consolidated financial statements for the years
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ended 31 December 2003, 2004 and 2005, which were prepared in accordance with the German
Commercial Code ("HGB"). In accordance with § 292a HGB HGB in the version effective until 9
December 2004 in connection with Article 2 of the Accounting Law Reform Act -(Bilanzrechtsreformgesetz
-BilReG) and Article 57 of the Introductory Act for the German Commercial Code (EGHGB), the
consolidated financial statements for the years ended 31 December 2003, 2004 and 2005 were prepared
in accordance with United States Generally Accepted Accounting Principles ("U.S. GAAP") and audited
by KPMG. In each case an unqualified auditor's certificate has been provided.

Litigation

Other than set out herein Deutsche Bank is not, or during the last two financial years has not been
involved (whether as defendant or otherwise) in, nor does it have knowledge of any threat of any legal,
arbitration, administrative or other proceedings the result of which may have, in the event of an adverse
determination, a significant effect on its financial condition presented in this offering document.

IPO Allocation Litigation

Deutsche Bank Securities Inc. ("DBSI"), our U.S. broker-dealer subsidiary and its predecessor firms,
along with numerous other securities firms, have been named as defendants in over 80 putative class
action lawsuits pending in the United States District Court for the Southern District of New York. These
lawsuits allege violations of securities and antitrust laws in connection with the allocation of shares in a
large number of initial public offerings ("IPOs") by issuers, officers and directors of issuers, and
underwriters of those securities. DBSI is named in these suits as an underwriter. The securities cases
allege material misstatements and omissions in registration statements and prospectuses for the IPOs
and market manipulation with respect to aftermarket trading in the IPO securities. Among the allegations
are that the underwriters tied the receipt of allocations of IPO shares to required aftermarket purchases
by customers and to the payment of undisclosed compensation to the underwriters in the form of
commissions on securities trades, and that the underwriters caused misleading analyst reports to be
issued. The antitrust claims allege an illegal conspiracy to affect the stock price based on similar
allegations that the underwriters required aftermarket purchases and undisclosed commissions in
exchange for allocation of IPO stocks. In the securities cases, the motions to dismiss the complaints of
DBSI and others were denied on February 13, 2003. Plaintiffs' motion to certify six "test" cases as class
actions in the securities cases was granted on October 13, 2004. On December 5, 2006 the Court of
Appeals for the Second Circuit vacated the decision and held that the six cases could not be certified as
class actions. In the putative antitrust class action, the defendants' motion to dismiss the complaint was
granted on November 3, 2003. On September 28, 2005, the Court of Appeals for the Second Circuit
vacated the ruling and remanded the case to the lower court for consideration of alternate grounds for
dismissal. On December 7, 2006, the U.S. Supreme Court agreed to hear defendants' appeal of the
Second Circuit ruling.

Enron Litigation

Deutsche Bank AG and certain of its affiliates are collectively involved in a number of lawsuits arising out
of their banking relationship with Enron Corp., its subsidiaries and certain Enron-related entities
("Enron"). These lawsuits include a class action brought on behalf of shareholders of Enron, captioned
Newby v. Enron Corp. which purported to allege claims against, among others, Deutsche Bank AG and
certain of its affiliates under federal securities laws. On June 5, 2006, the Court dismissed all of the
claims in the Newby action against Deutsche Bank AG and its affiliates. On June 21, 2006, Lead Plaintiff
in Newby filed a motion requesting the Court to reconsider the dismissal of Deutsche Bank AG and its
affiliates from Newby. On February 8, 2007, the Court denied Lead Plaintiffs motion for reconsideration.

Also, an adversary proceeding has been brought by Enron in the bankruptcy court against, among others,
Deutsche Bank AG and certain of its affiliates. In this proceeding, Enron seeks damages from the
Deutsche Bank entities under various common law theories, seeks to avoid certain transfers to the
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Deutsche Bank entities as preferential or fraudulent, and seeks to subordinate certain of the claims made
by the Deutsche Bank entities in the Enron bankruptcy.

In addition to Newby and the adversary proceeding described above, there are individual actions brought
in various courts by Enron investors and creditors alleging federal and state law claims against Deutsche
Bank AG and certain of its affiliates.

WorldCom Liigation

Deutsche Bank AG and DBSI were defendants in more than 40 actions filed in federal and state courts
arising out of alleged material misstatements and omissions in the financial statements of WorldCom Inc.
DBSI was a member of the syndicate that underwrote WorldCom's May 2000 and May 2001 bond
offerings, which are among the bond offerings at issue in the actions. Deutsche Bank AG, London branch
was a member of the syndicate that underwrote the sterling and euro tranches of the May 2001 bond
offering. Plaintiffs were alleged purchasers of these and other WoridCom debt securities. The defendants
in the various actions included certain WorldCom directors and officers, WorldCom's auditor- and
members of the underwriting syndicates for the debt offerings. Plaintiffs alleged that the offering
documents contained material misstatements and/or omissions regarding WorldCom's financial condition.
The claims against DBSI and Deutsche Bank AG were made under federal and state statutes (including
securities laws), and under various common law doctrines. The largest of the actions against Deutsche
Bank AG and DBSI was a class action litigation in the U.S. District Court in the Southem District of New
York, in which the class plaintiffs are the holders of a significant majority of the bonds at issue. On March
10, 2005, Deutsche Bank AG and DBSI reached a settlement agreement, subject to court approval,
resolving the class action claims asserted against them, for a payment of approximately U.S.$325 million.
The settlement of the class action claims did not resolve the individual actions brought by investors who
chose to opt out of the federal class action. The financial effects of the class action settlement are
reflected in our 2004 consolidated financial statements. All of the individual actions have been resolved.

Tax-Related Products

Deutsche Bank AG, along with certain affiliates, and current and former employees (collectively referred
to as "Deutsche Bank"), have collectively been named as defendants in a number of legal proceedings
brought by customers in various tax-oriented transactions. Deutsche Bank provided financial products
and services to these customers, who were advised by various accounting, legal and financial advisory
professionals. The customers claimed tax benefits as a result of these transactions, and the United States
Internal Revenue Service has rejected those claims. In these legal proceedings, the customers allege
that, together with Deutsche Bank, the professional advisors improperly misled the customers into
believing that the claimed tax benefits would be upheld by the Intemal Revenue Service. The legal
proceedings are pending in numerous state and federal courts and in arbitration, and claims against
Deutsche Bank are alleged under both U.S. state and federal law. Many of the claims against Deutsche
Bank are asserted by individual customers, while others are asserted on behalf of a putative customer
class. No litigation class has been certified as against Deutsche Bank. Approximately 54 legal
proceedings have been resolved and dismissed with prejudice as against Deutsche Bank. Approximately
30 other legal proceedings remain pending as against Deutsche Bank and are currently at various pre-
trial stages, including discovery.

The United States Department of Justice ("DOJ") is also conducting a criminal investigation of tax-
oriented transactions that were executed from approximately 1997 through 2001. In connection with that
investigation, DOJ has sought various documents and other information from Deutsche Bank and has
been investigating the actions of various individuals and entities, including Deutsche Bank, in such
transactions. In the latter half of 2005, DOJ brought criminal charges against numerous individuals based
on their participation in certain tax-oriented transactions while employed by entities other than Deutsche
Bank. In the latter half of 2005, DOJ also entered into a Deferred Prosecution Agreement with an
accounting firm (the "Accounting Firm"), pursuant to which DOJ agreed to defer prosecution of a
criminal charge against the Accounting Firm based on its participation in certain tax-oriented transactions
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provided that the Accounting Firm satisfied the terms of the Deferred Prosecution Agreement. On
February 14, 2006, DOJ announced that it had entered into a Deferred Prosecution Agreement with a
financial institution (the "Financial Institution"), pursuant to which DOJ agreed to defer prosecution of a
criminal charge against the Financial Institution based on its role in providing financial products and
services in connection with certain tax-oriented transactions provided that the Financial Institution
satisfied the terms of the Deferred Prosecution Agreement. Deutsche Bank provided similar financial
products and services in certain tax-oriented transactions that are the same or similar to the tax oriented
transactions that are the subject of the above-referenced criminal charges. Deutsche Bank also provided
financial products and services in additional tax-oriented transactions as well. DOJ's criminal investigation
is on-going.

In the Matter of KPMG LLP Certain Auditor Independence Issues

On November 20, 2003, the SEC requested Deutsche Bank to produce certain documents in connection
with an ongoing investigation of certain auditor independence issues relating to KPMG LLP. Deutsche
Bank is cooperating with the SEC in its inquiry. KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft Wirtschaftsprfungsgesellschaft ("KPMG DTG'), a KPMG LLP affiliate, is Deutsche
Bank's auditor. Aspects of this investigation appear to involve certain tax-oriented transactions among
those at issue in the tax-related litigation described above, where Deutsche Bank provided financial
products and services and a KPMG LLP affiliate advised the investors. During all relevant periods,
including the present, KPMG DTG has confirmed to Deutsche Bank that KPMG DTG was and is
"independent" from Deutsche Bank under applicable accounting and SEC regulations.

Kirch Litigation

In May 2002, Dr. Leo Kirch personally and as an assignee initiated legal action against Dr Breuer and
Deutsche Bank AG alleging that a statement made by Dr. Breuer (then the Spokesman of Deutsche
Bank's Management Board) in an interview with Bloomberg television on February 4, 2002 regarding the
Kirch Group was in breach of laws and financially damaging to Kirch. On January 24, 2006 the German
Federal Supreme Court sustained the action for the declaratory judgment only in respect of the claims
assigned by the PrintBeteiligungs GmbH. Such action does not require a proof of any loss caused by the
statement made in the interview. PrintBeteiligungs GmbH is the only company of the Kirch Group which
was a borrower of Deutsche Bank. Claims by Kirch personally and by the group holding company,
TaurusHolding GmbH & Co. KG, were dismissed. To be awarded a judgment for damages against
Deutsche Bank AG, Dr. Kirch would have to file a new lawsuit; in such proceedings he would have to
prove that the statement caused financial damages to PrintBeteiligungs GmbH and the amount thereof.
Deutsche Bank received a letter claiming damage in the amount of Euro 1.4 billion plus interest. In this
letter the causality in respect of basis and scope of damage was not substantiated.

In 2003 Dr. Kirch instituted legal action in the Supreme Court of the State of New York in which he seeks
the award of compensatory and punitive damages based upon Dr. Breuer's interview. Upon introduction
of additional plaintiffs and defendants and referral to the U.S. District Court for the Southern District of
New York, the case was dismissed on September 24, 2004. The plaintiffs appealed this. decision. On
June 5, 2006, the U.S. Court of Appeals for the Second Circuit partly confirmed the dismissal of the
claims and otherwise remanded the case to the court of first instance to decide for the remaining claims
the issues of forum non conveniens or res judicata. Thereafter the U.S. District Court for the Southern
District of New York dismissed the case on the basis of forum non conveniens. The dismissal has
become res judicata.

On December 31, 2005 the KGL Pool GmbH filed a lawsuit against Deutsche Bank and Dr. Breuer. The
lawsuit is based on alleged claims assigned from various subsidiaries of the former Kirch Group. The KGL
Pool GmbH is also a plaintiff in the above mentioned case in the USA and seeks a declaratory judgment
to the effect that Deutsche Bank AG and Dr. Breuer are jointly and severally liable for damages as a
result of the interview statement and the behaviour of Deutsche Bank in respect of several subsidiaries of
the Kirch Group. Deutsche Bank received a letter claiming damage in the amount of Euro 2 billion plus
interest. In this letter the causality in respect of basis and scope of damage was not substantiated.
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Philipp Holzmann AG

Philipp Holzmann AG ("Holzmann") is a major German construction firm which filed for insolvency in
March 2002. Deutsche Bank had been a major creditor bank and holder of an equity interest of Holzmann
for many decades, and, from April 1997 until April 2000, a former member of Deutsche Bank AG's
Management Board was the Chairman of its Supervisory Board. When Holzmann had become insolvent
at the end of 1999, a consortium of banks led by Deutsche Bank participated in late 1999 and early 2000
in a restructuring of Holzmann that included the banks' extension of a credit facility, participation in a
capital increase and exchange of debt into convertible bonds. The restructuring package amounted to
about Euro 1.6 billion in which Deutsche Bank participated with Euro 547 million. In March 2002,
Holzmann and several of its subsidiaries, including in particular imbau Industrielles. Bauen GmbH
("imbau"), filed for insolvency. As a result of this insolvency, the administrators for Holzmann and for
imbau and a group of bondholders have informed Deutsche Bank they are asserting claims against it
because of its role as lender to the Holzmann group prior to and after the restructuring and as leader of
the consortium of banks which supported the restructuring. The purported claims include claims that
amounts repaid to the banks constituted voidable preferences that should be returned to the insolvent
entities and claims of lender liability resulting from the banks' support for an allegedly infeasible
restructuring. Although Deutsche Bank is in ongoing discussions, several parties filed lawsuits against it.

The administrator for imbau filed a lawsuit against Deutsche Bank in August 2004 alleging that payments
(including interest) of Euro 77 million. received by Deutsche Bank in respect of a loan extended to imbau
until 1998 and in connection with a real estate transaction that was part of the restructuring constituted
voidable preferences that should be returned to the insolvent entity. Several bondholders filed a lawsuit
against Deutsche Bank in December 2005 seeking damages of Euro 53 million because of its allegedly
unlawful support of Holzmann's 1999/2000 restructuring. Additionally, Gebema N.V. filed a lawsuit in
2000 seeking compensation for alleged damages of Euro 187 million against Deutsche Bank alleging
deficiencies in the offering documents based on which Gebema N.V. had invested in equity and
convertible bonds of Holzmann in 1998.

Parmalat Litigation

Following the bankruptcy of the Italian company Parmalat, the Special Administrator of Parmalat, Mr.
Enrico Bondi, is suing Deutsche Bank for damages totaling Euro 2.2 billion for facilitating the insolvency
offense of delaying the filing of a petition in insolvency allegedly committed by Parmalat's former
management and supervisory board. There are two separate complaints and they allege that by
managing and/or underwriting the issuance of Parmalat bonds in 2003 and entering into certain derivative
transactions, Deutsche Bank assisted Parmalat by providing liquidity in order to enable Parmalat to meet
its short term liabilities/obligations. It is alleged that Deutsche Bank knowingly helped Parmalat to
continue its business for several months until December 2003, despite being aware of the true financial
situation of the company. Parmalat reserves the right to increase the amount of damages sought. The
damages currently requested are, it is claimed, equal to the loss creditors of Parmalat incurred in the
second half of 2003.

Also in connection with the Parmalat insolvency, Mr. Bondi has already brought two claw-back actions for
a total of Euro 177 million against Deutsche Bank SpA.

General

Due to the nature of its business, Deutsche Bank and its subsidiaries are involved in litigation, arbitration
and regulatory proceedings in Germany and in a number of jurisdictions outside Germany, including the
United States, arising in the ordinary course of .its businesses. In accordance with applicable accounting
requirements, Deutsche Bank Group provides for potential losses that may arise out of contingencies,
including contingencies in respect of such matters, when the potential losses are probable and estimable.
Contingencies in respect of legal matters are subject to many uncertainties and the outcome of individual
matters is not predictable with assurance. Significant judgment is required in assessing probability and
making estimates in respect of contingencies, and Deutsche Bank's final liabilities may ultimately be
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materially different. The total liability of the Group recorded in respect of litigation, arbitration and
regulatory proceedings is determined on a case-by-case basis and represents an estimate of probable
losses after considering, among other factors, the progress of each case, its experience and the
experience of others in similar cases, and the opinions and views of legal counsel. Predicting the
outcome of litigation matters is inherently difficult, particularly in cases in which claimants seek substantial
or indeterminate damages. Although the final resolution of any such matters could have a material effect
on the Group's consolidated operating results for a particular reporting period, the Group believes that it
should not materially affect its consolidated financial position. In respect of each of the matters specifically
described above, each of which consists of a number of claims, it is the Group's belief that the reasonably
possible losses relating to such claim in excess of its provisions are either not material or not estimable.

Recent Developments and Outlook

On 1 February 2006 the Supervisory Board of Deutsche Bank extended the appointments of
Management Board members Dr. Josef Ackermann and Dr. Tessen von Heydebreck until the general
meeting following their 62nd birthdays. Dr. Ackermann's contract will therefore run until the end of the
Annual General Meeting in 2010; Dr. von Heydebreck's until the end of the Annual General Meeting in
2007.

With immediate effect the Supervisory Board has also appointed Dr. Ackermann as Chairman of the
Management Board (Chief Executive Officer). Henceforth the Management Board of Deutsche Bank will
be headed by a chairman who is appointed by the Supervisory Board. Deutsche Bank is thus conforming
to national and international practice in the appointment of its Management Board.

On 2 February 2006, Deutsche Bank published. the preliminary and unaudited key figures for the fourth
quarter and the full year 2005 for its consolidated group.

On 9 March 2006, Deutsche Bank announced that some of the previously published preliminary and
unaudited key figures were adjusted as a result of subsequent events after 2 February 2006. Deutsche
Bank also stated that the adjusted amounts will be reflected in Deutsche Bank's 2005 Annual Report.

On 23 March 2006, Deutsche Bank published its 2005 Annual Report.

On 1 June 2006, the Annual General Meeting of Deutsche Bank decided that a dividend of EUR 2.50 per
share shall be paid for the 2005 financial year. This is an increase of 47 per cent compared with the
previous year, when a dividend of EUR 1.70 per share was paid.

On 1 November 2006, Deutsche Bank published its interim report for the third quarter 2006. Deutsche
Bank reported income before income taxes of EUR 1.8 billion, and net income of EUR 1.2 billion, for the
third quarter 2006. Reported pre-tax return on average active equity was 27%. Per the bank's target
definition, which excludes restructuring charges and substantial gains on sale of industrial holdings, pre-
tax return on average active equity was 26%, equal to the prior year quarter, while diluted earnings per
share for the quarter were EUR 2.45, compared to EUR 1.89 in the prior year quarter.

For the first nine months of 2006, income before income taxes was EUR 6.3 billion. Reported pre-tax
return on average active equity was 32%. Pre-tax return on average active equity, per target definition,
was also 32%, compared to 28% in the first nine months of 2005. Net income was EUR 4.2 billion, up
37% versus the prior year period. Diluted earnings per share for the first nine months were EUR 8.11,
compared to EUR 5.95 in the prior year period.

The publication of the preliminary results for the financial year 2006 is scheduled for 1 February 2007.
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Changes to the Supervisory Board and Management Board

On 2 April 2006, at an extraordinary meeting of the Supervisory Board of Deutsche Bank, Dr Rolf-E.
Breuer, Chairman of the Supervisory Board, declared his resignation from the Board, effective 3 May
2006. Dr Breuer said he was stepping down from the Supervisory Board to relieve Deutsche Bank of
further discussion regarding him personally following a decision by the German Supreme Court on 24
January 2006. The Supervisory Board accepted Dr Breuer's decision with regret but expressed its respect
for his action and thanked him for his valuable work as Chairman and as a long time member of the
Management Board, including as Spokesman of the Management Board. Dr Breuer will continue to
represent Deutsche Bank in a number of select capacities.

After careful consideration, the Supervisory Board, in agreement with Dr Clemens Boersig, formerly
Deutsche Bank's Chief Financial Officer, came to the conclusion that Dr Boersig should move to the
Supervisory Board and become its Chairman. As a result, Dr Boersig stepped down from the bank's
Management Board at the close of business on 3 May 2006. Dr Boersig had been appointed as a
member of the Deutsche Bank Supervisory Board by the Frankfurt Local Court and had been elected as
Chairman of the Supervisory Board, effective 4 May 2006. On 1 June 2006, Dr Boersig has been elected
to the Supervisory Board by the Annual General Meeting of Deutsche Bank and has been elected as
Chairman of the Supervisory Board. The Supervisory Board is convinced that the Chair of the

Supervisory Board can only be transferred to someone who, through personal and senior managerial
experience, is familiar with the complex nature of a bank with global operations.

In addition, the Supervisory Board has appointed Anthony Di lorio and Dr Hugo Banziger as new
members of the Management Board, effective 4 May 2006. Di lorio, formerly Group Controller, has
assumed the position of Chief Financial Officer while Dr Banziger, formerly Chief Risk Officer for Credit
and Operational Risk, has become Chief Risk Officer.

Share buyback program

At the Annual General Meeting on 1 June 2006, Deutsche Bank's shareholders renewed the authorization
to buy back up to 10 per cent of shares issued, replacing last year's Annual General Meeting
authorization. As a result, the Management Board decided to conclude the current program and to
continue share buybacks under the scope of the new buyback program with immediate effect.

Within the concluded share buyback program, which was launched in the third quarter 2005, a total of
35,846,000 shares, or 6.5 per cent of the share capital as at the last Annual General Meeting, had been
repurchased at an average price of EUR 87.00, for a total consideration of EUR 3.12 billion. The current
inventory in own shares within the buyback program amounts to 18.9 million shares, or 3.6 per cent of
shares issued. This inventory is a result of the 33 million shares held at the time of the Annual General
Meeting in 2005 plus the repurchases of the concluded program. Thereof, 40 million shares were
cancelled in February 2006 and roughly 10 million shares were used to hedge share awards.

Under the new program Deutsche Bank may buy back up to 10 per cent of shares issued, i.e. up to
51,913,234 shares, by 31 October 2007. Deutsche Bank reserves the right to suspend the program in
favor of strategic growth initiatives.

The buybacks will again be executed systematically by direct purchases of shares in the spot market and
potentially through the use of derivatives. Deutsche Bank intends to use the repurchased shares not only
to further reduce its share capital but also to support potential future equity-based compensation
programs. The bank also reserves the option to use the repurchased shares for other purposes in
accordance with the authorization granted at the Annual General Meeting.

All transactions will be managed in such a way that Deutsche Bank's core capital ratio will not fall below
the target range of eight to nine percent. The bank will regularly publish information on the progress of the
buyback program.
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Other

In February 2003, the D~sseldorf Prosecutor filed charges against Dr. Ackermann and other former
members of the Supervisory Board, members of the Management Board and one manager of
Mannesmann AG at the DUsseldorf District Court (Landgericht DOsseldorf). The complaint alleges a
breach of trust in connection with payments to former members of the Management Board and other
managers of Mannesmann AG following the takeover of Mannesmann by Vodafone in spring 2000. On 22
July 2004 the Dsseldorf District Court acquitted every defendant of such charges. The DUsseldorf
Prosecutor filed a notice of appeal to the Federal Supreme Court (Bundesgerichtshof). On 21 December
2005 the Federal Supreme Court ordered a retrial at the DUsseldorf District Court. On 29 November 2006
the DUsseldorf District Court agreed to discontinue the court proceedings and ordered the defendants to
make non-penal payments. No findings of guilt result from this decision.
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TAX CONSIDERATIONS

United States Tax Considerations

General

To ensure compliance with Internal Revenue Service Circular 230, Investors are hereby
notified that: (a) any discussion of U.S. federal tax issues contained or referred to in this Offering
Circular is not intended or written to be used, and cannot be used, by investors for the purpose of
avoiding penalties that may be imposed on them under the Code; (b) such discussion is written to

support the promotion or marketing of the transactions or matters addressed herein; and (c)

prospective investors should seek advice based on their particular circumstances from an
independent tax adviser.

The following is a summary of certain of the United States federal income tax consequences of

an investment in the Notes by purchasers that acquire their Notes in the initial offering. The discussion

and the opinions referenced below are based upon laws, regulations, rulings, and decisions currently in

effect, all of which are subject to change, possibly with retroactive effect. Prospective investors should

note that no rulings have been or are expected to be sought from the Internal Revenue Service (the
"IRS") with respect to any of the United States federal income tax consequences discussed below, and no

assurance can be given that the IRS will not take contrary positions. Further, the following summary does

not deal with all United States federal income tax consequences applicable to any given investor, nor

does it address the United States federal income tax considerations applicable to all categories of

investors, some of which may be subject to special rules, such as Non-U.S. Holders (defined below),

financial institutions, REITs, RICs, insurance companies, tax-exempt organizations, dealers or traders in

securities, currencies or notional principal contracts, persons that own (or are deemed to own) 10% or

more of the voting shares (or interests treated as equity) of the Issuer, partnerships, pass-through entities

or persons who hold the Notes through partnerships or pass-through entities, S corporations, estates and

trusts, investors that hold their Notes as part of a hedge, straddle, synthetic security or an integrated or

conversion transaction, or investors whose "functional currency" is not the U.S. dollar. Furthermore, it

does not address alternative minimum tax consequences, or the indirect effects on investors of equity

interests in either a U.S. Holder (as defined below) or a Non-U.S. Holder. In addition, this summary is

generally limited to investors that will hold their Notes as "capital assets" within the meaning of Section

1221 of the Code. Investors should consult their own tax advisors to determine the United States federal,

state, local, and other tax consequences of the purchase, ownership, and disposition of the Notes.

As used herein, "U.S. Holder" or means a beneficial holder of a Note that is an individual citizen

or resident of the United States for United States federal income tax purposes, a corporation or other

entity taxable as a corporation created or organized in or under the laws of the United States or any state

thereof (including the District of Columbia), an estate the income of which is subject to United States

federal income taxation regardless of its source, or a trust for which a court within the United States is

able to exercise primary supervision over its administration and for which one or more United States

persons (as defined in the Code) have the authority to control all of its substantial decisions or a trust that

has made a valid election under U.S. Treasury Regulations to be treated as a domestic trust. "Non-U.S.

Holder" means any holder (or beneficial holder) of a Note that is not a U.S. Holder. If a partnership holds

Notes, the tax treatment of a partner will generally depend upon the status of the partner and upon the

activities of the partnership. Partners of partnerships holding Notes should consult their own tax advisors.
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U.S. Federal Income Tax Consequences to the Issuer

Upon the issuance of the Notes, Allen & Overy LLP, special U.S. tax counsel to the Issuer, will
deliver an opinion generally to the effect that under current law, and assuming compliance with the
Indenture (and certain other documents) and based on certain factual representations made by the Issuer
and the Collateral Manager, although the matter is not free from doubt, the Issuer will not be engaged in
the conduct of a trade or business in the United States. Accordingly, the Issuer does not expect to be
subject to net income taxation in the United States. Prospective investors should be aware that opinions
of counsel are not binding on the IRS and there can be no absolute assurance that the IRS will not seek
to treat the Issuer as engaged in a U.S. trade or business. If the IRS were to successfully characterize
the Issuer as engaged in such a trade or business, among other consequences, the Issuer would be
subject to net income taxation in the United States (as well as the branch profits tax) on its income. The
levying of such taxes would materially affect the Issuer's financial ability to pay principal and interest on
the Notes.

The Issuer intends to acquire the Underlying Assets, the interest on which, and any gain from the
Disposition thereof, is expected not to be subject to United States federal withholding tax or withholding
tax imposed by other countries (unless subject to being "grossed up"). The Issuer will not, however,
make any independent investigation of the circumstances surrounding the issuance of the individual
assets comprising the Underlying Assets and, thus, there can be no absolute assurance that in every
case, payments will be received free of withholding tax. If the Issuer is a CFC (defined below), the Issuer
would incur United States withholding tax on interest received from a related United States person.

In addition, it is not expected that the Issuer will derive material amounts of any other items of
income that will be subject to United States withholding taxes.

If withholding or deduction of any taxes from payments is required by law in any jurisdiction, the
Issuer shall be under no obligation to make any additional payments to any holder in respect of such
withholding or deduction.

Notwithstanding the foregoing, any commitment fee, facility fee and similar fee that the Issuer
earns may be subject to a 30% withholding tax and any lending fees received under a securities lending
agreement may also be subject to withholding tax.

Classification of the Notes

The Issuer has agreed and, by its acceptance of a Note, each Noteholder will be deemed to have
agreed, to treat each of the Notes as debt of the Issuer for United States federal income tax purposes,
unless required by law. Upon the issuance of the Notes, Allen & Overy LLP will deliver an opinion
generally to the effect that assuming compliance with the Indenture (and certain other documents) and
based on certain factual representations made by the Issuer and the Initial Purchaser, the Notes, when
issued, will be characterized as debt of the Issuer for United States federal income tax purposes.
Prospective investors should be aware that opinions of counsel are not binding on the IRS, and there can
be no assurance that the IRS will not seek to characterize any Class of Notes as other than
indebtedness. Except as provided under "-Alternative Characterization of the Notes," below, the
balance of this discussion assumes that the Notes will be characterized as debt of the Issuer for United
States federal income tax purposes unless required by law.

For United States federal income tax purposes, the Issuer, and not the Co-Issuer, will be treated
as the issuer of the Notes.
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Payments of Interest on the Notes.

Generally, stated interest on a Note that is considered "unconditionally payable" (as described
below) will be ordinary income taxable to a U.S. Holder when received or accrued in accordance with
such U.S. Holder's method of accounting for U.S. federal income tax purposes. Such interest income will
be treated as foreign source income for foreign tax credit purposes. If the "stated redemption price at
maturity" ("SRPM") of a Note exceeds the "issue price" of such Note by more than a "de minimis amount,"
then the excess of SRPM over the issue price may constitute original issue discount ("OlD"). The SRPM
of a debt instrument is generally the sum of all payments provided by the debt instrument other than
"qualified stated interest" payments. The issue price is the first price at which a substantial amount of a
debt instrument is sold to the public. The de minimis amount is any amount less than one-fourth of one
percent of a debt instrument's SRPM multiplied by the number of complete years to maturity. Qualified
stated interest is generally interest paid on a debt instrument that is unconditionally payable at least
annually at a single fixed rate.

The Treasury Regulations provide that, for purposes of determining whether a debt instrument is
issued with OID, stated interest must be included in the SRPM of the debt instrument if such interest is
not "unconditionally payable." Interest is considered "unconditionally payable" if reasonable legal
remedies exist to compel timely payment or terms and conditions of the debt instrument make the
likelihood of late payment (other than late payment that occurs within a reasonable grace period) or non-
payment (ignoring the possibility of non-payment due to default, insolvency or similar circumstances) a
remote contingency. The Issuer intends, pursuant to its interpretation of the foregoing rules, to take the
position that payments of interest on the Class A-la Notes, Class A-1b Notes, Class A-2 Notes and Class
B Notes are considered unconditionally payable, and thus not included in the SRPM of such Class A-la
Notes, Class A-lb Notes, Class A-2 Notes and Class B Notes and should be treated as "qualified stated
interest". Because the interest payments on the Class C Notes, Class D Notes and Class E Notes are
subject to deferral (and the possibility of such deferral may not be remote within the meaning of the
Treasury Regulations), the Issuer intends to take the position that all interest (including interest on
accrued but unpaid interest) payable on the Class C Notes, Class D Notes and Class E Notes should be
included in the SRPM and should be treated as issued with OlD. However, because there is no authority
addressing when the likelihood of a contingency such as the deferral of interest should be considered not
"remote", there can be no assurance the IRS will agree with this position.

The U.S. federal income tax treatment of the Class C Notes, the Class D Notes and the Class E
Notes under the OlD rules is uncertain. If the Class C Notes, the Class D Notes and the Class E Notes
are issued at an issue price equal to their principal amount, the Issuer Intends not to calculate OID under
the PAC Method referred to below, and instead to take the position that the amount of OlD that accrued
on such Class C Notes, Class D Notes and Class E Notes in each accrual period is equal to the amount
of interest (including any Deferred Interest with respect to the Class C Notes, the Class D Notes and the
Class E Notes) that accrues on such Class C Notes, Class D Notes and Class E Notes during such
period. Unless the Class C Notes, the Class D Notes and the Class E Notes are issued at an issue price
equal to their principal amount, in including stated interest in the SRPM of the Class C Notes, the Class D
Notes and the Class E Notes, the Issuer intends, absent definitive guidance, to treat the Class C Notes,
the Class D Notes and the Class E Notes as subject to an income accrual method analogous to the
methods applicable to debt instruments having payments that are contingent as to amount but not as to
time and debt instruments whose payments are subject to acceleration (prescribed by section 1272(a)(6)
of the Code) using an assumption as to the expected prepayments on the Class C Notes, the Class D
Notes and the Class E Notes (the "PAC Method"). As such, accruals of any such additional OID will

generally be based upon the weighted average life of such Class C Notes, Class D Notes and Class E
Notes rather than the stated maturity. Prospective investors should consult their own tax advisors
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regarding the application of the OlD rules to the Class C Notes, the Class D Notes and the Class E Notes
and the tax characterization and treatment of payments on such Notes.

Sale, Exchange or Retirement of the Notes.

A U.S. Holder's tax basis in a Note will generally equal its cost, plus any accrued OID, reduced by
the amount of any payments received by the U.S. Holder with respect to a Note that are not qualified
stated interest payments as described above. A U.S. Holder will generally recognize gain or loss on the
sale, exchange or retirement of a Note equal to the difference between the amount realized and the tax
basis of the Note. That gain or loss will be a capital gain or loss and generally will be treated as from
sources within the United States. Prospective investors should consult their own tax advisors with

respect to the treatment of capital gains (which may. be taxed at lower rates than ordinary income for

taxpayers that are individuals, trusts or estates and that held a Senior Debt Note for more than one year)
and capital losses (the deductibility of which is subject to limitations).

If any Class of Notes were considered 'contingent payment debt instruments" ("CPDis") within
the meaning of Treasury Regulation section 1.1275-4, then, among other consequences, gain on the sale
of such Notes that might otherwise be capital gain would be ordinary income. Although the Issuer does

not intend to treat the Notes as CPDIs, prospective investors should consult their own tax advisors
regarding the possible characterization of the Notes as CPDIs.

Alternative Characterization of the Notes

Notwithstanding tax counsel's opinion, U.S. Holders should recognize that there is some

uncertainty regarding the appropriate classification of instruments such as the Notes. It is possible, for

example, that the IRS may contend that a Class of the Notes should be treated as equity interests (or as

part-debt, part-equity) in the Issuer. Such a recharacterization might result in materially adverse tax

consequences to U.S. Holders.

If U.S. Holders of a Class of Notes were treated as owning equity interests in the Issuer, interest

payments would be treated as dividends (to the extent of current and accumulated earnings). Further,
while not certain, interest on the Notes might accrue (as dividends) prior to payment in a manner akin to

the accrual of OID. No dividends received deduction would apply to any of those dividends.

Further, the Issuer is a passive foreign investment company, or PFIC. If U.S. Holders were

treated as owning equity interests in the Issuer, U.S. Holders generally will be considered United States

shareholders in a PFIC. Under the rules relating to PFICs, a United States shareholder of a PFIC that

receives an "excess distribution" must allocate the excess distribution ratably to each day in the

taxpayer's holding period for such equity, and must pay a deemed deferred tax amount with respect to

each prior year in the taxpayer's holding period. The total excess distribution for any taxable year is the

excess of (a) the total distributions for the year over (b) 125 percent of the average amount received in

respect of such stock by the taxpayer during the three preceding years (or, if shorter, the U.S. Holder's

holding period for such equity). In addition, any gain on the disposition of such equity in a PFIC would be

treated as though it were an excess distribution. The deferred tax amount is equal to the sum of (a) the

aggregate increases in taxes (computed at the maximum marginal rate) for each year in the taxpayer's
holding period before the current year that would result from allocating the excess distributions back over

the taxpayer's holding period ratably and (b) interest on those increases.

In order to avoid the application of the PFIC rules, each U.S. Holder should consider making (and

consult with its tax advisors regarding the effectiveness and usefulness of making) a qualified electing

fund election (the "QEF election") provided in Section 1295 of the Code on a "protective" basis (although
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such protective election may not be respected by the IRS because current regulations do not specifically
authorize that particular election). In general, a QEF election should be made on or before the due date
for filing a U.S. Holder's federal income tax return for the first taxable year for which it held a Note. In lieu
of the PFIC rules discussed above, a U.S. Holder that makes a valid QEF election with respect to a Note
that is recharacterized as an equity interest in the Issuer will, in very general terms, be required to include
its pro rata share of the Issuer's ordinary income and net capital gains (unreduced by any prior year
losses) in income as ordinary income and long-term capital gain, respectively, for each taxable year and
pay tax thereon (even if the amount of that income is not the same as the interest payment, if any, made
or OID, if any accruing, on the Note during that period). In general, however, payments of interest on the
Note that reflect income on which the U.S. Holder has already paid taxes under the QEF election, will not
be further taxable to the U.S. Holder. While there can be no assurance that the IRS would respect the
following allocation, the Issuer intends to allocate such ordinary income and net capital gains in a manner
designed to cause any Class of Notes that is recharacterized as equity in the Issuer to have
approximately the same amount of income as would have accrued on that Class had it been respected as
debt.

In the event that any Class of Notes is recharacterized as voting equity in the Issuer and certain
other conditions are met, the Issuer may be classified as a controlled foreign corporation (a "CFC") with
respect to U.S. Holders that own at least 10% of the Issuers voting equity. In such event, Noteholders
would, in general, be taxed in a similar manner as if they had made the QEF election described above
(although some income that would otherwise be capital, may be ordinary).

Information Reporting Requirements

Under United States federal income tax law and regulations, certain categories of U.S. Holders
must file information retums with respect to their investment in, or involvement in, a foreign corporation.
These reporting requirements apply to both taxable and tax-exempt U.S. Holders. Penalties for failure to
file certain of these information returns are severe. Purchasers of the Notes should consult with their own
tax advisors regarding the necessity of filing information returns.

If requested by the Issuer, each holder will be required to provide the Issuer with the name and
status of each beneficial owner of a Note that is a U.S. Holder.

Non-U.S. Holders

Assuming that (i) the Notes are treated as debt of a non-United States corporation or (ii) if the
Notes are treated as equity in a non-United States corporation, that such corporation is not engaged in a
U.S. trade or business, a Non-U.S. Holder of a Note that has no connection with the United States and is
not related, directly or indirectly, with the Issuer or the holders of the Issuer's equity or the Preferred
Shares, will not be subject to U.S. withholding tax on interest payments. Non-U.S. Holders may be
required to make certain tax representations regarding the identity of the beneficial owner of the Notes in
order to receive payments free of withholding.

Backup Withholding and Information Reporting

Backup withholding and information reporting requirements may apply to certain payments on the
Notes (including OID, if any) and proceeds of the sale, exchange, redemption or other disposition of the
Notes to U.S. Holders. The Issuer, its agent, a broker, or any paying agent, as the case may be, may be
required to withhold tax from any payment that is subject to backup withholding if the U.S. Holder fails to
furnish the U.S. Holder's taxpayer identification number (typically by providing a completed and executed
IRS Form W-9), to certify that such U.S. Holder is not subject to backup withholding, or to otherwise
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comply with the applicable requirements of the backup withholding rules. Certain U.S. Holders (including,
among others, corporations) are not subject to the backup withholding and information reporting
requirements. Non-U.S. Holders may be required to comply with applicable certification procedures to
establish that they are not U.S. Holders in order to avoid the application of such information reporting
requirements and backup withholding. Backup withholding is not an additional tax. Any amounts withheld
under the backup withholding rules from a payment to a holder generally may be claimed as a credit
against such holder's U.S. federal income tax liability, provided that the required information is timely
furnished to the IRS. Prospective investors in the Notes should consult their own tax advisers as to their

qualification for exemption from backup withholding and the procedure for obtaining an exemption.

IRS Disclosure Reporting Requirements

Recently promulgated U.S. Treasury Regulations (the "Disclosure Regulations") meant to

require the reporting of certain tax shelter transactions ("Reportable Transactions") could be interpreted

to cover transactions generally not regarded as tax shelters. Under the Disclosure Regulations it may be

possible that certain transactions with respect to the Notes may be characterized as Reportable

Transactions requiring a holder to disclose such transaction, such as a sale, exchange, retirement or

other taxable disposition of a Note that results in a loss that exceeds certain thresholds and other

specified conditions are met. Prospective investors in the Notes should consult with their own tax advisers

to determine the tax return obligations, if any, with respect to an investment in the Notes, including any

requirement to file IRS Form 8886 (Reportable Transaction Statement).

THE U.S. FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE IS INCLUDED FOR

GENERAL INFORMATION ONLY AND MAY NOT BE APPLICABLE DEPENDING UPON A

NOTEHOLDER'S PARTICULAR SITUATION. PROSPECTIVE INVESTORS IN THE NOTES SHOULD

CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE TAX CONSEQUENCES TO THEM

OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE NOTES, INCLUDING THE TAX

CONSEQUENCES UNDER STATE, LOCAL, NON-U.S. AND OTHER TAX LAWS AND THE POSSIBLE

EFFECTS OF CHANGES IN U.S. FEDERAL OR OTHER TAX LAWS.

Cayman Islands Tax Considerations

The following discussion of certain Cayman Islands income tax consequences of an investment in

the Notes is based on the advice of Maples and Calder as to Cayman Islands law. The discussion is a

general summary of present law, which is subject to prospective and retroactive change. It assumes that

the Issuer will conduct its affairs in accordance with assumptions made by, and representations made to,

counsel. It is not intended as tax advice, does not consider any investor's particular circumstances, and

does not consider tax consequences other than those arising under Cayman Islands law.

Under existing Cayman Islands laws:

(a) payments of principal and interest in respect of the Notes will not be subject to taxation in

the Cayman Islands and no withholding will be required on such payments to any Holder

of a Note and gains derived from the sale of Notes will not be subject to Cayman Islands

income or corporation tax. The Cayman Islands currently have no income, corporation or

capital gains tax and no estate duty, inheritance tax or gift tax; and

(b) the Holder of any Note (or the legal personal representative of such Holder) whose Note

is brought into the Cayman Islands may in-certain circumstances be liable to pay stamp
duty imposed under the laws of the Cayman Islands in respect of such Note.
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The Issuer has been incorporated under the laws of the Cayman Islands as an exempted
company with limited liability and, as such, has applied for and obtained an undertaking from the
Governor In Cabinet of the Cayman Islands substantially in the following form:

"The Tax Concessions Law
. (1999 Revision)

Undertaking as to Tax Concessions

In accordance with Section 6 of the Tax Concessions Law (1999 Revision) the Governor in
Cabinet undertakes with Gemstone CDO VII Ltd. (the "Company"):

(a) that no law which is hereafter enacted in the Islands imposing any tax to be levied on
profits, income, gains or appreciations shall apply to the Company or its operations; and

(b) in addition, that no tax to be levied on profits, income, gains or appreciations or which is
in the nature of estate duty or inheritance tax shall be payable:

(i) on or in respect of the shares, debentures or other obligations of the Company;
or

(ii) by way of the withholding in whole or in part of any relevant payment as defined
in Section 6(3) of the Tax Concessions Law (1999 Revision).

These concessions shall be for a period of twenty years from the 31st day of October, 2006.

Governor in Cabinet"
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ERISA CONSIDERATIONS

The U.S. Employee Retirement Income Security Act of 1974, as amended ("ERISA"), imposes

certain duties on persons who are fiduciaries of employee benefit plans (as defined in Section 3(3) of

ERISA) subject to Title I of ERISA ("ERISA Plans") and of entities whose underlying assets include

assets of ERISA Plans by reason of an ERISA Plan's investment in such entities. These duties include

investment prudence and diversification and the requirement that an ERISA Plan's investments be made

in accordance with the documents governing the ERISA Plan. The prudence of a particular investment

must be determined by the responsible fiduciary of an ERISA Plan by taking into account the ERISA

Plan's particular circumstances and liquidity needs and all of the facts and circumstances of the

investment, including the availability of a public market for the investment. In addition, certain U.S.

federal, state and local laws impose similar duties on fiduciaries of governmental and/or church plans

which are not subject to ERISA.

Any fiduciary of an ERISA Plan, of an entity whose underlying assets include assets of ERISA

Plans by reason of an ERISA Plan's investment in such entity, or of a governmental or church plan which

is subject to fiduciary standards similar to those of ERISA ("Plan Fiduciary"), who proposes to cause

such a plan or entity to purchase Notes should determine whether, under the general fiduciary standards

of ERISA or other applicable law, an investment in the Notes is appropriate for such plan or entity. In

determining whether a particular investment is appropriate for an ERISA Plan, U.S. Department of Labor

regulations provide that the fiduciaries of an ERISA Plan must give appropriate consideration to, among

other things, the role that the investment plays in the ERISA Plan's portfolio, taking into consideration

whether the investment is designed reasonably to further the ERISA Plan's purposes, an examination of

the risk and return factors, the portfolio's composition with regard to diversification, the liquidity and

current return of the total portfolio relative to the anticipated cash flow needs of the ERISA Plan and the

projected return of the total portfolio relative to the ERISA Plan's funding objectives. Before investing the

assets of an ERISA Plan in Notes, a Plan Fiduciary should determine whether such an investment is

consistent with the foregoing regulations and its fiduciary responsibilities, including any specific

restrictions to which such fiduciary may be subject.

Section 406(a) of ERISA and/or Section 4975 of the U.S. Internal Revenue Code of 1986, as

amended (the "Code"), prohibit certain transactions involving the assets of ERISA Plans or plans

described in Section 4975(e)(1) and subject to Section 4975 of the Code (together with ERISA Plans,

"Plans") and certain persohs (referred to as "parties in interest" in ERISA and as "disqualified persons"

in Section 4975 of the Code) (collectively, "Parties in Interest") having certain relationships to such Plans

and entities. A Party in Interest who engages in a non-exempt prohibited transaction may be subject to

non-deductible excise taxes and other penalties and liabilities under ERISA and/or the Code.

Each of the Issuer, the Co-Issuer, the Initial Purchaser and the Collateral Manager, as a result of

their own activities or because of the activities of an Affiliate, may be considered a Party in Interest with

respect to Plans. Accordingly, prohibited transactions (within the meaning of Section 406 of ERISA and

Section 4975 of the Code) may arise if Notes are acquired by a Plan with respect to which any of the

Issuer, the Co-Issuer, the Initial Purchaser, the Collateral Manager, the obligors on the Underlying Assets

or any of their respective Affiliates is a Party in Interest. In addition, if a Party in Interest with respect to a

Plan owns or acquires a beneficial interest in the Issuer or the Co-Issuer, the acquisition or holding of

Notes by or on behalf of the Plan could be considered to constitute an indirect prohibited transaction.

Moreover, the acquisition or holding of Notes or other indebtedness issued by the Issuer or the Co-Issuer

by or on behalf of a Party in Interest with respect to a Plan which owns or acquires a beneficial interest in

the Issuer or the Co-Issuer, as the case may be, also could give rise to an indirect prohibited transaction.
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Certain exemptions from the prohibited transaction rules could be applicable, however, depending in part
upon the type of Plan Fiduciary making the decision to acquire a Note and the circumstances under which
such decision is made. Included among these exemptions are U.S. Department of Labor ("DOL) PTE 96-
23, regarding investments by certain "in-house asset managers"; PTE 95-60, regarding investments by
insurance company general accounts; PTE 90-1, regarding investments by insurance company pooled

separate accounts; PTE 91-38, regarding investments by bank collective investment funds; and PTE 84-
14, regarding transactions effected by "qualified professional asset managers." Even if the conditions

specified in one or more of these exemptions are met, the scope of the relief provided by these
exemptions might or might not cover all acts which might be construed as prohibited transactions. If a
purchase of Notes were to constitute or result in a non-exempt prohibited transaction, the purchase might
have to be rescinded.

In addition, recently enacted legislation (the "Pension Protection Act of 2006") provides a

statutory exemption for prohibited transactions between a plan and a Person that is a party in interest
(other than a fiduciary or an affiliate that, directly or indirectly, has or exercises discretionary authority or

control or renders investment advice with respect to the assets involved in the transaction) solely by
reason of providing services to the plan, provided that there is adequate consideration for the transaction.

Prospective investors should consult with their advisors regarding the application of this statutory
exemption. Governmental plans and certain church plans, while not subject to the fiduciary responsibility
provisions of ERISA or the provisions of Section 4975 of the Code, may nevertheless be subject to local,

state or other Federal laws that are similar to the foregoing provisions of ERISA and the Code.

The DOL, the government agency primarily responsible for administering the ERISA fiduciary
rules and the prohibited transaction rules under ERISA and Section 4975 of the Code, has issued a

regulation (the "Plan Asset Regulation") which, under specified circumstances, requires Plan fiduciaries,
and entities with certain specified relationships to a Plan, to "look through" investment vehicles (such as

the Issuer) and treat as an "asset" of the Plan each underlying investment made by such investment

vehicle. The Plan Asset Regulation provides, however, that if equity participation in any entity by "Benefit

Plan Investors" is not significant, then the "look-through" rule will not apply to such entity. The term

"Benefit Plan Investors" is defined in the Plan Asset Regulation, as modified by Section 3(42) of ERISA,
to include (i) any employee benefit plan (as defined in Section 3(3) of ERISA) that is subject to Title I of
ERISA, (ii) any plan described in Section 4975(e)(1) of the Code that is subject to Section 4975 of the

Code, and (iii) any entity whose underlying assets include "plan assets" by reason of any such employee
benefit plan's or plan's investment in the entity. Equity participation by Benefit Plan Investors in an entity

is significant if, immediately after the most recent acquisition of any equity interest in the entity, 25% or

more of the value of any class of equity interests in the entity (excluding the value of any interests held by
certain persons, other than Benefit Plan Investors, exercising control over the assets of the entity or

providing investment advice to the entity for a fee (such as the Collateral Manager) or any Affiliates of

such persons (any such person, a "Controlling Person")) is held by Benefit Plan Investors (the "25%
Threshold").

There is little pertinent authority in this area and securities may change character from debt to

equity over time due to changing circumstances. Fiduciaries of Plans considering the purchase of Notes

should consult their counsel in this regard. However, it is not anticipated that the Class A Notes, the
Class B Notes or the Class C Notes will constitute "equity interests" in the Issuers. Based primarily on the

unconditional obligation of the Issuers to pay interest and to repay principal by a fixed maturity date and

the creditors' remedies available to holders of the Class D Notes and the Class E Notes, it is anticipated

that the Class D Notes and the Class E Notes will not constitute "equity interests" in the Issuers, despite
their subordinated position in the capital structure of the Issuers. No measures will be taken to restrict

investment in the Class D Notes or the Class E Notes by Benefit Plan Investors.
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The sale of any Note to a Plan is in no respect a representation by the Issuer, the Initial
Purchaser, the Collateral Manager or any of their Affiliates that such an investment meets all relevant
legal requirements with respect to investments by Plans generally or any particular Plan, or that such an
investment is appropriate for a Plan generally or any particular Plan.

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND
WARRANT THAT EITHER (A) IT IS NOT A PLAN, OR A GOVERNMENTAL OR CHURCH PLAN WHICH
IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE PROHIBITED
TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE, OR AN
ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN PURSUANT TO 29 C.F.R.
SECTION 2510.3-101 AS MODIFIED BY SECTION 3(42) OF ERISA, OR OTHERWISE, OR (B) ITS
PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A NON-EXEMPT
PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE
(OR, IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN, A NON-EXEMPT VIOLATION OF
ANY SUCH SIMILAR U.S. FEDERAL, STATE OR LOCAL LAW).

It should be noted that an insurance company's general account may be deemed to include
assets of ERISA Plans under certain circumstances, e.g., where an ERISA Plan purchases an annuity
contract issued by such an insurance company, based on the reasoning of the U.S. Supreme Court in
John Hancock Mutual Life Ins. Co. v. Harris Trust and Savings Bank, 510 U.S. 86 (1993). An insurance
company considering the purchase of Notes with assets of its general account as a wholly owned
subsidiary thereof should consider such purchase and the insurance company's ability to make the
representations described above in light of John Hancock, Section 401(c) of ERISA and 29 C.F.R.
§2550.401c 1.

The discussion of ERISA and Section 4975 of the Code contained in this Offering Circular, is, of
necessity, general, and does not purport to be complete. Moreover, the provisions of ERISA and Section
4975 of the Code are subject to extensive and continuing administrative and judicial interpretation and
review. Therefore, the matters discussed above may be affected by future regulations, rulings and court
decisions, some of which may have retroactive application and effect.

Tax penalty avoidance

The summary of ERISA considerations contained herein was written to support the promotion
and marketing of the Notes, and was not intended or written to be used, and cannot be used, by a
taxpayer for the purpose of avoiding any U.S. federal tax penalties that may be imposed. Each taxpayer
should seek advice based on the taxpayer's particular circumstances from an independent tax advisor.
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PLAN OF DISTRIBUTION

The Issuers and the Initial Purchaser will enter into a Note Purchase Agreement (the "Note

Purchase Agreement") relating to the offering and sale of the Notes. In the Note Purchase Agreement,
the Issuers have agreed to sell to the Initial Purchaser, and the Initial Purchaser will agree to purchase,
the entire principal amount of the Notes. The Notes purchased by the Initial Purchaser, if any, will be

privately placed with eligible investors by the Initial Purchaser. The obligations of the Initial Purchaser
under the Note Purchase Agreement are subject to the satisfaction of certain conditions in the Note

Purchase Agreement. The Issuer will pay all fees and expenses in connection with this offering as set

forth in the Note Purchase Agreement. Pursuant to the Note Purchase Agreement, the Issuers will agree
to indemnify the Initial Purchaser against certain liabilities, including liabilities under the Securities Act, or

to contribute to payments it may be required to make in respect thereof.

The Issuer and HBK Investments L.P., as Administrator on behalf of HBK CDO Trust (the

"Original Purchaser") will enter into a Subscription Agreement (the "Subscription Agreement") relating

to the offering and sale of the Preference Shares. In the Subscription Agreement, the Issuer will agree to

sell to the Original Purchaser, and the Original Purchaser will agree to purchase, all of the Preference

Shares. The obligations of the Original Purchaser under the Subscription Agreement is subject to the

satisfaction of certain conditions in the Subscription Agreement.

The Issuers have been advised by the Initial Purchaser that the Initial Purchaser proposes to sell

the Notes (i) to Qualified Purchasers who are also (a) Qualified Institutional Buyers pursuant to Rule 144A

or (b) Institutional Accredited Investors pursuant to Section 4(2), and (ii) to certain persons in offshore

transactions in reliance on Regulation S under the Securities Act. Buyers of the Notes may be required to

make certain representations with respect to their ability to invest in the Notes.

The Notes are offered subject to prior sale, to withdrawal, cancellation or modification of the offer

without notice, to the right of the Initial Purchaser to reject any order in whole or in part for any reason and

to certain other conditions.

United States

The Notes have not been and will not be registered under the Securities Act and may not be

offered or sold within the United States or to, or for the account or benefit of, U.S. Persons except in

accordance with Regulation S or pursuant to the exemptions from the registration requirements under the

Securities Act provided by Rule 144A.

(1) In the Note Purchase Agreement, the Initial Purchaser will represent and agree that it has

offered or sold Notes and will offer or sell Notes (a) as part of its distribution at any time

and (b) otherwise until 40 days after the completion of the distribution of the Notes, only
in accordance with Rule 903 of Regulation S or Rule 144A or any other available

exemption from the Registration requirements of the Securities Act. Accordingly, the

Initial Purchaser will represent and agree that neither it, its affiliates (if any) nor any

persons acting on their behalf have engaged or will engage in any directed selling efforts

(within the meaning of Regulation S) with respect to the Notes, and they have complied

and will comply with the offering restrictions requirements of Regulation S.

(2) In the Note Purchase Agreement the Initial Purchaser will agree that (i) it will not solicit

offers for, or offer or sell, any of the Notes by any form of general solicitation or general

advertising (as those terms are used in Regulation D under the Securities Act) or in any
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manner involving a public offering within the meaning of Section 4(2) of the Securities
Act, (ii) it will solicit offers for the Notes only from, and will offer the Notes only to, persons
that (A) it reasonably believes to be, in the case of offers inside the United States or to
U.S. Persons, Qualified Institutional Buyers or Institutional Accredited Investors, who are
also Qualified Purchasers or (B) in the case of offers outside the United States, are non-
U.S. Persons; and (iii) with respect to offers and sales of the Notes outside the United
States that it will not offer, sell or deliver any of the Notes in any jurisdiction outside the
United States except under circumstances that will result in compliance with the
applicable laws thereof.

United Kingdom

Pursuant to the Purchase Agreement, the Initial Purchaser will represent and agree that:

(1) it is a person whose ordinary activities involve it in acquiring, holding, managing or
disposing of investments (as principal or agent) for the purposes of its business and (ii) it
has not offered or sold and will not offer or sell any Notes other than to persons whose
ordinary activities involve them in acquiring, holding, managing or disposing of
investments (as principal or as agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or Dispose of investments (as principal
or agent) for the purposes of their businesses where the issue of the Notes would
otherwise constitute a contravention of Section 19 of the FSMA by the Issuer;

(2) it has only communicated or caused to be communicated and will only communicate or
cause to be communicated an invitation or inducement to engage in investment activity
(within the meaning of Section 21 of the Financial Services and Markets Act 2000
("FSMA")) received by it in connection with the issue or sale of any Notes in
circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(3) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to any Notes in, from or otherwise involving the United
Kingdom.

Cayman Islands

The Initial Purchaser has represented and agreed that it has not made and will not make any
invitation to any member of the public in the Cayman Islands to subscribe for any of the Notes (or the
Preference Shares).

General

The Issuers and the Collateral Manager extend to each prospective investor the opportunity to
ask questions of, and receive answers from, the Issuers and the Collateral Manager concerning the Notes
and the terms and conditions of this Offering and to obtain any additional information it may consider
necessary in making an informed investment decision and any information necessary in order to verify the
accuracy of the information set forth herein, to the extent the Issuers, or the Collateral Manager
possesses the same. Requests for such additional information can be directed to Gemstone CDO VII
Ltd., clo Deutsche Bank (Cayman) Limited, P.O. Box 1984, Grand Cayman KY1-1104, Cayman Islands;
Gemstone CDO VII Corp., clo Puglisi & Associates, 850 Library Avenue Suite 204, Newark, Delaware
19711; and HBK Investments L.P., 300 Crescent Court Suite 700, Dallas, Texas 75201, Attention: Fixed
Income Division.
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No action has been or will be taken in any jurisdiction that would permit a public offering of the
Notes or possession, circulation or distribution of this Offering Circular or any other offering material
relating to the Issuer of the Notes in any country or jurisdiction where action for that purpose is required.
Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this Offering Circular
nor any other offering material or advertisements in connection with the Notes may be distributed or
published, in or from any country or jurisdiction, except under circumstances that will result in compliance
with any applicable rules and regulations of any such country or jurisdiction. Purchasers of the Notes
may be required to pay stamp taxes and other charges in accordance with the laws and practices of the
country of purchase in addition to the purchase price.

The Notes are newly issued securities for which there currently is no market. The Initial
Purchaser has advised the Issuer that the Initial Purchaser presently does not intend to make a market in
the Notes.

Certain of the Underlying Assets may have been originally underwritten, originated or placed by
the Initial Purchaser or its affiliates. In addition, the Initial Purchaser and its affiliates may have in the past
and may in the future perform investment banking services, commercial banking services or other
services for issuers of the Underlying Assets.
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TRANSFER RESTRICTIONS

Because of the following restrictions, purchasers are advised to consult legal counsel prior to

making any offer, resale, pledge or transfer of Notes or Preference Shares.

Transfer Restrictions Applicable to the Notes

Investor Representations on Oriqinal Purchase. Each Original Purchaser of Notes from the Initial

Purchaser will be deemed to acknowledge, represent to and agree with the Issuers and the Initial

Purchaser as follows:

(1) No Governmental Approval. The purchaser understands that the Notes have not been

approved or disapproved by the SEC or any other governmental authority or agency of

any jurisdiction, nor has the SEC or any other governmental authority or agency passed

upon the accuracy or adequacy of this Offering Circular. Any representation to the

contrary is a criminal offense.

(2) Certification Upon Transfer. If required by the Indenture, the purchaser will, prior to any
sale, pledge or other transfer by it of any Note (or any interest therein), obtain from the

transferee and deliver to the Issuers, the Trustee and the Note Registrar a duly executed

transfer certificate addressed to each of the Issuers, the Trustee and the Note Registrar

in the form of the relevant exhibit attached to the Indenture and such other certificates

and other information as the Issuers, the Trustee or the Note Registrar may reasonably

require to confirm that the proposed transfer substantially complies with the transfer

restrictions set forth in the Indenture and described herein.

(3) Minimum Denominations; Form of Notes. The purchaser agrees that no Note (or any
interest therein) may be sold, pledged or otherwise transferred in a denomination of less

than the applicable required minimum denomination set forth in the Indenture and

descrnbed herein.

(4) Securities Law Limitations on Resale. The purchaser understands that the Notes have

not been registered under the Securities Act and, therefore, cannot be offered or sold in

the United States or to U.S. Persons (as defined in Rule 902(k) under the Securities Act)
unless they are registered under the Securities Act or unless an exemption from

registration is available. Accordingly, the certificates representing the Notes will bear a

legend stating that such Notes have not been registered under the Securities Act and

setting forth certain of the restrictions on transfer of the Notes described herein. The

purchaser understands that the Issuers have no obligation to register any of the Notes

under the Securities Act or to comply with the requirements for any exemption from the

registration requirements of the Securities Act (other than to supply information specified

in Rule 144A(d)(4) of the Securities Act as required by the Indenture).

(5) Qualffied Institutional Buyer, Institutional Accredited Investor or Non-U.S. Person Status;

Investment Intent. In the case of a purchaser who takes delivery of Notes in the form of a

Restricted Note, (a) it is a Qualified Institutional Buyer or, in respect of certain Original
Purchasers, an Institutional Accredited Investor, and (b) is acquiring the Notes for its own

account for investment purposes and not with a view to the distribution thereof (except in
accordance with Rule 144A). In the case of a purchaser who takes delivery of Notes in

the form of a Regulation S Note, (a) it is not a U.S. Person (as defined in Rule 902(k)
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under the Securities Act), (b) it is purchasing such Notes for its own account and not for
the account or benefit of a U.S. Person and (c) it understands that prior to the end of the
Distribution Compliance Period, interests in a Regulation S Note may be held only
through Euroclear or Clearstream.

(6) Purchaser Sophistication; Non-Reliance; Suitability; Access to Information. The
purchaser (a) has such knowledge and experience in financial and business matters that
the purchaser is capable of evaluating the merits and risks (including for tax, legal,
regulatory, accounting and other financial purposes) of its prospective investment in the
Notes, (b) is financially able to bear such risk, (c) in making such investment is not relying
on the advice or recommendations of the Initial Purchaser, the Issuer, the Co-Issuer, the
Collateral Manager or any of their respective affiliates (or any representative of any of the
foregoing) and (d) has determined that an investment in the Notes is suitable and
appropriate for it. The purchaser has received, and has had an adequate opportunity to
review the contents of, this Offering Circular. The purchaser has had access to such
financial and other information concerning the Issuers and the Notes as it has deemed
necessary to make its own independent decision to purchase Notes, including the
opportunity, at a reasonable time prior to its purchase of Notes, to ask questions and
receive answers concerning the Issuers and the terms and conditions of the offering of
the Notes.

(7) Certain Resale Limitations; Rule 144A. No Note (or any interest therein) may be offered,
sold, pledged or otherwise transferred to (a) a transferee acquiring a Restricted Note
except (i) to a transferee whom the seller reasonably believes is a Qualified Institutional
Buyer, purchasing for its own account, to whom notice is given that the resale, pledge or
other transfer is being made in reliance on the exemption from the registration
requirements of the Securities Act provided by Rule 144A, (ii) to a transferee that is a
Qualified Purchaser, (iii) to a transferee that is not a Flow-Through Investment Vehicle
(other than a Qualifying Investment Vehicle), (iv) if such transfer is made in compliance
with the certification (if any) and other requirements set forth in the Indenture and (v) if
such transfer is made in accordance with any applicable securities laws of any state of
the United States and any other relevant jurisdiction or (b) a transferee acquiring an
interest in a Regulation S Note except (i) to a transferee that is a non-U.S. Person
acquiring such interest in an offshore transaction (within the meaning of Regulation S) in
accordance with Rule 904 of Regulation S, (ii) if such transfer is made in compliance with
the certification (if any) and other requirements set forth in the Indenture and (iii) if such
transfer is made in accordance with any applicable securities laws of any state of the
United States and any other relevant jurisdiction.

(8) Limited Liquidity. The purchaser understands that there is no market for Notes and that
no assurance can be given as to the liquidity of any trading market for Notes and that it is
unlikely that a trading market for any of the Notes will develop. The purchaser further
understands that, although the Initial Purchaser may from time to time make a market in
Notes, the Initial Purchaser is under no obligation to do so and, following the
commencement of any market-making, it may discontinue the same at any time.
Accordingly, the purchaser must be prepared to hold Notes for an indefinite period of time
or until their maturity. The purchaser further understands that the Notes are limited-
recourse obligations of the Issuers, payable solely from the Collateral in accordance with
the Priority of Payments.

197

Confidential Treatment Requested GEM7-00000644

Footnote Exhibits  - Page 1255



(9) Investment Company Act. The purchaser either (a) is not a U.S. resident (within the
meaning of the Investment Company Act) or (b) is a Qualified Purchaser. The purchaser
agrees that no sale, pledge or other transfer of a Note (or any interest therein) may be
made (m) unless such transfer is made to a transferee who, if a U.S. resident (within the
meaning of the Investment Company Act), is a Qualified Purchaser or (n) if such transfer
would have the effect of requiring either of the Issuers to register as an investment
company under the Investment Company Act. If the purchaser is a U.S. resident that is
an entity that would be an investment company but for the exception provided for in
Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act (any such entity, an
"excepted investment company"): (x) all of the beneficial owners of outstanding
securities (other than short-term paper) of such entity (such beneficial owners determined
in accordance with Section 3(c)(1)(A) of the Investment Company Act) that acquired such
securities on or before April 30, 1996 ("pre-amendment beneficial owners"); and (y) all
pre-amendment beneficial owners of the outstanding securities (other than short-term
paper) of any excepted investment company that, directly or indirectly, owns any
outstanding securities of such entity, have consented to such entity's treatment as a
Qualified Purchaser in accordance with the Investment Company Act.

Each purchaser of a Restricted Note or an interest therein will be deemed to represent at
the time of purchase that the purchaser is (a) a Qualified Institutional Buyer (or, in respect
of certain Original Purchasers, an Institutional Accredited Investor) and (b) a Qualified
Purchaser.

(10) Certifications Related to Tax Withholding. The Purchaser understands that the Issuer
may require certification acceptable to it (a) to permit the Issuer to make payments to it
without, or at a reduced rate of, withholding or (b) to enable the Issuer to qualify for a
reduced rate of withholding in any jurisdiction from or through which the Issuer receives
payments on its assets. The Purchaser agrees to provide any such certification that is
requested by the Issuer.

(11) Tax Treatment. The Purchaser agrees by its acquisition of the Note or Notes that for
purposes of U.S. federal income, state and local income and franchise tax and any other
income taxes, it will treat the Notes as indebtedness of Issuer acknowledges that the
Issuer will be treated as a corporation and that the Preference Shares will be treated as
equity in the Issuer, and agrees to take no action inconsistent with such treatment, unless
required by law.

(12) ERISA. In the case of each purchaser of a Note either that (i) it is not, and is not acting
on behalf of, an employee benefit plan within the meaning of Section 3(3) of ERISA that
is subject to Title I of ERISA, a plan within the meaning of Section 4975(e)(1) of the Code
that is subject to Section 4975 of the Code, a governmental or church plan which is
subject to any Federal, state or local law that is similar to the prohibited transaction
provisions of Section 406 of ERISA or Section 4975 of the Code or an entity which is
deemed to hold the assets of any such plan pursuant to 29 C.F.R. §2510.3-101, as
modified by Section 3(42) of ERISA, or otherwise or (ii) its purchase and ownership of the
Notes will not result in a non-exempt prohibited transaction under Section 406 of ERISA
or Section 4975 of the Code (or, in the case of a governmental or church plan, a non-
exempt violation of any similar U.S. Federal, state or local law).

(13) Limitations on Flow-Through Status. In the case of a purchaser that is a U.S. resident
(within the meaning of the Investment Company Act), the purchaser represents that,
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unless the purchaser is a Qualifying Investment Vehicle, (a) if the purchaser would be an
investment company but for the exception in Section 3(c)(1) or Section 3(c)(7) of the
Investment Company Act, the amount of the purchaser's investment in the Notes and
Preference Shares does not exceed 40% of the total assets (determined on a
consolidated basis with its subsidiaries) of the purchaser; (b) no person owning any
equity or similar interest in the purchaser has the ability to control any investment
decision of the purchaser or to determine, on an investment-by-investment basis, the
amount of such person's contribution to any investment made by the purchaser; (c) the
purchaser was not organized or reorganized for the specific purpose of acquiring Notes
or Preference Shares; and (d) no additional capital or similar contributions were
specifically solicited from any person owning an equity or similar interest in the purchaser
for the purpose of enabling the purchaser to purchase Notes or Preference Shares (any
such transferee in (a), (b), (c) or (d) above being herein referred to as a "Flow-Through
Investment Vehicle"). For this purpose, a "Qualifying Investment Vehicle" is an entity
as to which all of the beneficial owners of any securities issued by such entity have
made, and as to which (in accordance with the document pursuant to which such entity
was organized or the agreement or other document governing such securities) each such
beneficial owner must require any transferee of any such security to make, to the Issuer
or the Issuers, as the case may be, and the Trustee and the Note Registrar (in the case
of the Notes) or the Preference Shares Transfer Agent (in the case of the Preference
Shares) each of the representations set forth herein and in the Indenture and the
Preference Share Paying Agency Agreement required to be made upon transfer of any of
the relevant Class of Notes or Preference Shares (with modifications to such

representations satisfactory to the Issuer, the Co-Issuer, the Trustee, the Note Registrar
and the Preference Share Transfer Agent (as applicable) to reflect the indirect nature of
the interests of such beneficial owners in such Notes or Preference Shares. If the

purchaser is a Flow-Through Investment Vehicle, the purchaser represents and warrants
that either (x) none of the beneficial owners of its securities are U.S. residents (within the

meaning of the Investment Company Act) or (y) some or all of the beneficial owners of its

securities are U.S. residents (within the meaning of the Investment Company Act) and
each such beneficial owner has certified to the purchaser that it is a Qualified Purchaser.
If the purchaser is a Flow-Through Investment Vehicle, the purchaser also represents
and warrants that it has only one class of securities outstanding (other than any nominal
share capital the distributions in respect of which are not correlated to or dependent upon

distributions on, or the performance of, the Notes or Preference Shares).

(14) Certain Transfers Void. In the case of a purchaser who takes delivery of Notes in the

form of a Restricted Note, the purchaser agrees that (a) any sale, pledge or other transfer

of a Note (or any interest therein) made in violation of the transfer restrictions contained
in Indenture and described herein, or made based upon any false or inaccurate
representation made by the purchaser or a transferee to the Issuer, the Co-Issuer, the
Trustee or the Note Registrar will be void and of no force or effect and (b) none of the
Issuer, the Co-Issuer, the Trustee and the Note Registrar has any obligation to recognize
any sale, pledge or other transfer of a Note (or any interest therein) made in violation of

any such transfer restriction or made based upon any such false or inaccurate

representation.

The Indenture provides that if, notwithstanding the restrictions on transfer contained

therein, either of the Issuers determines that any beneficial owner of a Restricted Note (or
any interest therein) (a) is a U.S. Person and (b) is not both a Qualified Institutional Buyer
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(or, in respect of certain Original Purchasers, an Institutional Accredited Investor) and a
Qualified Purchaser, then either of the Issuers may require, by notice to such beneficial
owner, that such beneficial owner sell all of its right, title and interest to such Restricted
Note (or interest therein) to a person that is (i) a non-U.S. Person in a transfer for an
interest in a Regulation S Note, or (ii) both a Qualified Institutional Buyer and a Qualified
Purchaser, with such sale to be effected within 30 days after notice of such sale
requirement is given. If such beneficial owner fails to effect the transfer required within
such 30-day period, (y) upon direction from the Collateral Manager or the Issuer, the
Trustee, on behalf of and at the expense of the Issuer, shall cause such beneficial
owner's interest in such Note to be transferred in a commercially reasonable sale
(conducted by an investment bank selected by the Trustee with the consent of the
Collateral Manager in accordance with Section 9-610(b) of the Uniform Commercial Code
as in effect in the State of New York as applied to securities that are sold on a recognized
market or that may decline speedily in value) to a person to whom such Note (or interest
therein) may be transferred in accordance with the transfer restrictions set forth in the
Indenture and (z) pending such transfer, no further payments will be made in respect of
such Note held by such beneficial owner.

(15) Reliance on Representations, etc. The purchaser acknowiedges that the Issuers, the
Initial Purchaser and the Trustee will rely upon the truth and accuracy of the foregoing
acknowledgments, representations and agreements and agrees that, if any of the
acknowledgments, representations or warranties made or deemed to have been made by
it in connection with its purchase of Notes are no longer accurate, the purchaser will

promptly notify the Issuers, the Initial Purchaser and the Trustee.

(16) Cayman Islands. The purchaser is not a member of the public in the Cayman Islands.

(17) USA PATRIOT Act. To the extent applicable to the Issuers, the Issuers may impose
additional transfer restrictions to comply with the USA PATRIOT Act and other similar
laws or regulations, and each beneficial owner of a Note is deemed to have agreed to
comply with such transfer restrictions. The Issuers shall notify the Trustee, the Note
Registrar and the Share Registrar of any such restrictions.

(18) Legend for Notes. The purchaser understands and agrees that a legend in substantially
the following form will be placed on each certificate representing any Regulation S Global
Note:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE SECURITIES LAWS OF

ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY BE
RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHICH
TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM OF A
RESTRICTED NOTE AND WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES
ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN
THAT THE RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON
THE EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR
(2) TO A NON-U.S. PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH
RULE 904 OF REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN
COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN
THE INDENTURE REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY
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APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES AND ANY
OTHER RELEVANT JURISDICTION.

NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"). NO
TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF

THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH
TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S.
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A

"QUALIFIED PURCHASER" AS DEFINED IN SECTION 2(a)(51)(A) OF THE INVESTMENT
COMPANY ACT AND RELATED RULES, A "KNOWLEDGEABLE EMPLOYEE" WITH RESPECT
TO EITHER OF THE ISSUERS (WITHIN THE MEANING OF RULE 3c-5 UNDER THE

INVESTMENT COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS

IS A QUALIFIED PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A
"QUALIFIED PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN

THE FORM OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT

OF REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY

UNDER THE INVESTMENT COMPANY ACT OR (C) OTHER THAN IN THE CASE OF A

TRANSFEREE WHO ACQUIRES AN INTEREST IN A REGULATION S GLOBAL NOTE AFTER

THE END OF THE DISTRIBUTION COMPLIANCE PERIOD IN AN OFFSHORE TRANSACTION

EFFECTED IN ACCORDANCE WITH RULE 904 OF REGULATION S, SUCH TRANSFER
WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW-

THROUGH INVESTMENT VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE

(EACH AS DEFINED IN THE INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR

INTEREST HEREIN) IN THE FORM OF A RESTRICTED NOTE.

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE

(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S.

RESIDENT AND IS (A) A DEALER DESCRIBED IN PARAGRAPH (a)(1)(ii) OF RULE 144A

WHICH OWNS AND INVESTS ON A DISCRETIONARY BASIS LESS THAN U.S.$25,000,000 IN

SECURITIES OF ISSUERS THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B)

A PLAN REFERRED TO IN PARAGRAPH (a)(1)(i)(D) OR (a)(1)(i)(E) OF RULE 144A OR A

TRUST FUND REFERRED TO IN PARAGRAPH (a)(1)(i)(F) OF RULE 144A THAT HOLDS THE

ASSETS OF SUCH A PLAN, UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE

PLAN ARE MADE SOLELY BY THE FIDUCIARY, TRUSTEE OR SPONSOR OF SUCH PLAN.

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND

WARRANT THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN

WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE

PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975

OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH

PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF

ERISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL

NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF

ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR

CHURCH PLAN, A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL,

STATE OR LOCAL LAW).
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EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE

REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND.

THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY NOT BE HELD AT ANY TIME BY

A U.S. PERSON WHO IS NOT A QUALIFIED PURCHASER. THIS NOTE OR ANY BENEFICIAL

INTEREST HEREIN MAY BE TRANSFERRED TO A PERSON WHO TAKES DELIVERY IN THE

FORM OF AN INTEREST IN A RESTRICTED NOTE OR (IN CERTAIN LIMITED

CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE CASE OF AN INTEREST IN A

RESTRICTED GLOBAL NOTE) IN ACCORDANCE WITH APPLICABLE PROCEDURES (AS

DEFINED IN THE INDENTURE) AND. (IN THE CASE OF A DEFINITIVE NOTE) UPON

RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER CERTIFICATE BY THE

TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE FORM SPECIFIED IN THE

INDENTURE.

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER

GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN

ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500,000 OR INTEGRAL

MULTIPLES OF U.S.$1,000 IN EXCESS THEREOF.

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL

TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER

SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES

TO COMPLY WITH SUCH TRANSFER RESTRICTIONS.

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE

DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS

NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY

WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE

PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE

REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE

TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A

REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER

WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE

OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET

SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS

OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS

LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH

TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE

JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL

INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY

TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE

INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AB INITIO, AND WILL

NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING

ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY

INTERMEDIARY.

The purchaser understands and agrees that a legend in substantially the following form will be

placed on each certificate representing any Restricted Global Note:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES

ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE SECURITIES LAWS OF
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ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY BE
RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHOM
THE SELLER REASONABLY BELIEVES IS A "QUALIFIED INSTITUTIONAL BUYER" WITHIN
THE MEANING OF RULE 144A UNDER THE SECURITIES ACT ("RULE 144A"), PURCHASING
FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR

OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM
SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (2) TO A NON-U.S.
PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF
REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE
WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE INDENTURE
REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES
LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER RELEVANT

JURISDICTION.

NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACT-). NO
TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF

THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S.
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A

"QUALIFIED PURCHASER" AS DEFINED IN SECTION 2(a)(51)(A) OF THE INVESTMENT

COMPANY ACT AND RELATED RULES, A "KNOWLEDGEABLE EMPLOYEE" WITH RESPECT

TO THE ISSUER (WITHIN THE MEANING OF RULE 3c-5 UNDER THE INVESTMENT

COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS IS A QUALIFIED
PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A "QUALIFIED

PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM

OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT OF

REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY

UNDER THE INVESTMENT COMPANY ACT OR (C) SUCH TRANSFER WOULD BE MADE TO

A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW-THROUGH INVESTMENT

VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED IN THE

INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE

FORM OF A RESTRICTED NOTE.

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE

(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS (A) A

DEALER DESCRIBED IN PARAGRAPH (a)(1)(ii) OF RULE 144A WHICH OWNS AND INVESTS

ON A DISCRETIONARY BASIS LESS THAN U.S.$25,000,000 IN SECURITIES OF ISSUERS

THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B) A PLAN REFERRED TO IN

PARAGRAPH (a)(1)(i)(D) OR (a)(1)(i)(E) OF RULE 144A OR A TRUST FUND REFERRED TO

IN PARAGRAPH (a)(1)(i)(F) OF RULE 144A THAT HOLDS THE ASSETS OF SUCH A PLAN,

UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE SOLELY BY

THE FIDUCIARY, TRUSTEE OR SPONSOR OF SUCH PLAN.

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND

WARRANT THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN

WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE

PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975

OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH
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PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF
ERISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL
NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF
ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR
CHURCH PLAN, A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL,
STATE OR LOCAL LAW).

EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE
REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND.

THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY BE TRANSFERRED TO A
PERSON WHO TAKES DELIVERY IN THE FORM OF AN INTEREST IN A REGULATION S
NOTE OR (IN CERTAIN LIMITED CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE

CASE OF AN INTEREST IN A REGULATION S GLOBAL NOTE) IN ACCORDANCE WITH

APPLICABLE PROCEDURES (AS DEFINED IN THE INDENTURE) AND (IN THE CASE OF A
DEFINITIVE NOTE) UPON RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER
CERTIFICATE BY THE TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE

FORM SPECIFIED IN THE INDENTURE.

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER

GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN

ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500,000 OR INTEGRAL

MULTIPLES OF U.S.$1,000 IN EXCESS THEREOF.

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL

TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER

SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES

TO COMPLY WITH SUCH TRANSFER RESTRICTIONS.

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE

DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS

NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY

WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE

PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE

REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE

TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A

REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER

WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE

OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET

SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS

OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS

LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH

TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE

JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL

INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY

TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE

INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AB INITIO, AND WILL

NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING

ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY

INTERMEDIARY.

204

Confidential Treatment Requested GEM7-00000651

I -

Footnote Exhibits  - Page 1262



IF, NOTWITHSTANDING THE RESTRICTIONS SET FORTH IN THIS NOTE OR THE
INDENTURE, EITHER OF THE ISSUERS DETERMINES THAT ANY HOLDER OF THIS
RESTRICTED NOTE OR AN INTEREST HEREIN (1) IS A U.S. PERSON AND (II) IS NOT BOTH
A QUALIFIED INSTITUTIONAL BUYER (OR, IN RESPECT OF CERTAIN ORIGINAL
PURCHASERS, AN INSTITUTIONAL ACCREDITED INVESTOR) AND A QUALIFIED
PURCHASER, THE ISSUERS SHALL REQUIRE, BY NOTICE TO SUCH HOLDER, AS THE
CASE MAY BE, THAT SUCH HOLDER SELL ALL OF ITS RIGHT, TITLE AND INTEREST TO
THIS NOTE (OR INTEREST HEREIN) TO A PERSON THAT IS (1) A NON-U.S. PERSON IN A
TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) A QUALIFIED
INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER, WITH SUCH SALE TO BE
EFFECTED WITHIN 30 DAYS AFTER NOTICE OF SUCH SALE REQUIREMENT IS GIVEN. IF
SUCH HOLDER FAILS TO EFFECT THE TRANSFER REQUIRED WITHIN SUCH 30-DAY
PERIOD, (X) UPON WRITTEN DIRECTION FROM THE COLLATERAL MANAGER OR THE
ISSUER, THE TRUSTEE SHALL, AND IS HEREBY IRREVOCABLY AUTHORIZED BY SUCH
HOLDER TO, CAUSE ITS INTEREST IN THIS NOTE TO BE TRANSFERRED IN A
COMMERCIALLY REASONABLE SALE (CONDUCTED BY AN INVESTMENT BANK
SELECTED BY THE TRUSTEE WITH THE CONSENT OF THE COLLATERAL MANAGER IN
ACCORDANCE WITH SECTION 9-610(b) OF THE UCC AS APPLIED TO SECURITIES THAT
ARE SOLD ON A RECOGNIZED MARKET OR THAT MAY DECLINE SPEEDILY IN VALUE) TO
A PERSON THAT CERTIFIES TO THE TRUSTEE, THE ISSUERS AND THE COLLATERAL
MANAGER, IN CONNECTION WITH SUCH TRANSFER, THAT SUCH PERSON IS (1) A NON-
U.S. PERSON IN A TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) BOTH
A QUALIFIED INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER, AND (Y) PENDING
SUCH TRANSFER, NO FURTHER PAYMENTS WILL BE MADE IN RESPECT OF THE
INTEREST IN THIS NOTE, AND THE INTEREST IN THIS NOTE SHALL NOT BE DEEMED TO
BE OUTSTANDING FOR THE PURPOSE OF ANY VOTE OR CONSENT OF THE
NOTEHOLDERS.

Investor Representations on Resale. Except as provided in the remainder of this paragraph,
each transferee of a Note will be required to deliver to the Issuers, the Trustee and the Note Registrar a
duly executed transferee certificate in the form of the relevant exhibit attached to the Indenture and such
other certificates and other information as the Issuer, the Co-Issuer, the Trustee or the Note Registrar
may reasonably require to confirm that the proposed transfer complies with the transfer restrictions
contained in this Offering Circular. An owner of a beneficial interest in a Regulation S Global Note may
transfer such interest in the form of a beneficial interest in such Regulation S Global Note without the
provision of written certification, provided that such transfer is not made to a U.S. Person or for the
account or benefit of a U.S. Person and is effected, prior to the expiration of the Distribution Compliance
Period, through Euroclear or Clearstream or, after the expiration of the Distribution Compliance Period,
through a clearing system other than Euroclear or Clearstream, in an offshore transaction as required by
Regulation S and only in accordance with the Applicable Procedures. An owner of a beneficial interest in
a Restricted Global Note may transfer such interest in the form of a beneficial interest in such Restricted
Global Note without the provision of written certification if the Transferee is a Qualified Institutional Buyer
that is also a Qualified Purchaser.

Pursuant to such transferee certificate, (a) the transferee will acknowledge, represent to and
agree with the Issuers, the Trustee and the Note Registrar as to the matters set forth in each of
paragraphs (1) through (18) above (other than paragraphs (5), (6) and (8) above) as if each reference
therein to "the purchaser were instead a reference to the transferee and (b) further represents to and
agrees with the Issuers, the Trustee and the Note Registrar as follows:
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(1) In the case of a transferee who takes delivery of Restricted Notes, it (a) is a U.S. Person
that is both (I) a Qualified Institutional Buyer and (ii) a Qualified Purchaser; (b) it will
provide written notice of the foregoing, and of any applicable restrictions on transfer, to
any transferee; (c) is aware that the sale to it is being made in reliance on Rule 144A;
and (d) is acquiring such Notes for its own account. In the case of a transferee who
takes delivery of Regulation S Notes, it (u) is a non-U.S. Person acquiring such Notes in
an offshore transaction in accordance with Rule 904 of Regulation S, (v) is acquiring such
Notes for its own account, (w) is not acquiring, and has not entered into any discussions
regarding its acquisition of, such Notes while it is in the United States or any of its
territories or possessions, (x) understands that such Notes are being sold without
registration under the Securities Act by reason of an exemption that depends, in part, on
the accuracy of these representations, (y) understands that such Notes may not, absent
an applicable exemption, be transferred without registration and/or qualification under the

Securities Act and applicable state securities laws and the laws of any other applicable
jurisdiction, and (z) understands that prior to the end of the Distribution Compliance
Period, interests in a Regulation S Global Note may only be held through Euroclear or
Clearstream.

(2) It acknowledges that the foregoing acknowledgements, representations and agreements
will be relied upon by the Issuers, the Trustee and the Note Registrar for the purpose of

determining its eligibility to purchase Notes. It agrees to provide, if requested, any
additional information that may be required to substantiate its status as a Qualified
Institutional Buyer or under the exception provided pursuant to Section 3(c)(7) of the

Investment Company Act, to determine compliance with ERISA and/or Section 4975 of

the Code or to otherwise determine its eligibility to purchase Notes.

Transfer Restrictions Applicable to the Preference Shares

Investor Representations on Original Purchase. The Original Purchaser of Preference Shares

will be required to acknowledge, represent to and agree with the Issuer as follows:

(1) No Governmental Approval. The purchaser understands that the Preference Shares

have not been approved or disapproved by the SEC or any other governmental authority
or agency of any jurisdiction, nor has the SEC or any other governmental authority or

agency passed upon the accuracy or adequacy of this Offering Circular. Any
representation to the contrary is a criminal offense.

(2) Certification Upon Transfer. If required by the Preference Share Paying Agency

Agreement, the purchaser will, prior to any sale, pledge or other transfer by it of any
Preference Shares (or any interest therein), obtain from the transferee and deliver to the

Issuer and the Preference Share Registrar a duly executed transferee certificate

addressed to each of the Administrator or the Issuer in the form of the relevant exhibit

attached to the Preference Share Paying Agency Agreement and such other certificates

and other information as the Issuer or the Preference Share Registrar may reasonably

require to confirm that the proposed transfer substantially complies with the transfer

restrictions contained in this Offering Circular and the Preference Share Paying Agency
Agreement.

(3) Minimum Lots and Original Capital Contributions; Form of Preference Shares. The

purchaser agrees that no Preference Shares (or any interest therein) may be sold,

pledged or otherwise transferred unless such transfer is done in minimum lots of 200
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shares. In addition, the purchaser understands that Rule 144A Preference Shares will be
issued in fully registered, definitive form and will be transferable only by delivery of the
certificates representing such Preference Shares.

(4) Securities Law Limitations on Resale. The purchaser understands that the Preference
Shares have not been registered under the Securities Act and, therefore, cannot be

offered or sold in the United States or to U.S. Persons (as defined in Rule 902(k)
promulgated under the Securities Act) unless they are registered under the Securities Act

or unless an exemption from registration is available. Accordingly, the certificates
representing the Preference Shares will bear a legend stating that such Preference
Shares have not been registered under the Securities Act and setting forth certain of the

restrictions on transfer of the Preference Shares described herein. The purchaser
understands that the Issuer has no obligation to register any of the Preference Shares

under the Securities Act or to comply with the requirements for any exemption from the

registration requirements of the Securities Act (other than to supply information specified

in Rule 144A(d)(4) of the Securities Act as required by the Preference Share Paying
Agency Agreement).

(5) Qualified Institutional Buyer, Institutional Accredited Investor or Non-U.S. Person Status;
Investment Intent. In the case of a purchaser who takes delivery of Rule 144A

Preference Shares, it is (a) a Qualified Institutional Buyer or, in respect of certain Original

Purchasers, an Institutional Accredited Investor, and (b) is acquiring the Preference

Shares for its own account for investment purposes and not with a view to the distribution

thereof (except in accordance with Rule 144A). In the case of a purchaser who takes

delivery of Regulation S Global Preference Shares, (a) it is not a U.S. Person (as defined

in Rule 902(k) under the Securities Act), (b) it is purchasing such Preference Shares for

its own account and not for the account or benefit of a U.S. Person and (c) it understands

that prior to the end of the Distribution Compliance Period, interests in a Regulation S

Global Preference Share may only be held through Euroclear or Clearstream.

(6) Purchaser Sophistication; Non-Reliance; Suitability; Access to Information. The

purchaser (a) has such knowledge and experience in financial and business matters that

the purchaser is capable of evaluating the merits and risks (including for tax, legal,
regulatory, accounting and other financial purposes) of its prospective investment in

Preference Shares, (b) is financially able to bear such risk, (c) in making such investment

is not relying on the advice or recommendations of the Issuer, the Collateral Manager or

any of their respective affiliates (or any representative of any of the foregoing) and (d)
has determined that an investment in Preference Shares is suitable and appropriate for it.

The purchaser has received, and has had an adequate opportunity to review the contents

of, this Offering Circular. The purchaser has had access to such financial and other

Information concerning the Issuer, the Preference Shares as it has deemed necessary to

make its own independent decision to purchase Preference Shares, including the
opportunity, at a reasonable time prior to its purchase of Preference Shares, to ask

questions and receive answers concerning the Issuer and the terms and conditions of the

offering of the Preference Shares.

(7) Certain Resale Limitations; Rule 144A. No Preference Shares (or any interest therein)
may be offered, sold, pledged or otherwise transferred to (a) a transferee acquiring Rule

144A Preference Shares except (a)(i) to a transferee whom the seller reasonably
believes is a Qualified Institutional Buyer, purchasing for its own account, to whom notice
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is given that the resale, pledge or other transfer is being made in reliance on the
exemption from the registration requirements of the Securities Act provided by Rule
144A, (ii) to a transferee that is a Qualified Purchaser, (iii) to a transferee that is not a
Flow-Through Investment Vehicle (other than a Qualifying Investment Vehicle), (iv) if
such transfer is made in compliance with the certification (if any) and other requirements
set forth in the Issuer Charter and (V) if such transfer is made in accordance with any
applicable securities laws of any state of the United States and any other relevant
jurisdiction or (b) a transferee acquiring an Interest in a Regulation S Global Preference
Share except (i) to a transferee that is a non-U.S. Person acquiring such interest in an
offshore transaction (within the meaning of Regulation S) in accordance with Rule 904 of
Regulation S, (ii) to a transferee (other than any transferee who acquires an interest in a
Regulation S Global Preference Share after the end of the Distribution Compliance
Period in an offshore transaction in accordance with Rule 904 of Regulation S) that is not
a U.S. resident (within the meaning of the Investment Company Act) unless such
transferee is a Qualified Purchaser, (iii) to a transferee (other than any transferee who
acquires an interest in a Regulation S Global Preference Share after the end of the
Distribution Compliance Period in an offshore transaction in accordance with Rule 904 of
Regulation S) that is not a U.S. resident (within the meaning of the Investment Company
Act) or a transferee that is not a Flow-Through Investment Vehicle (other than a
Qualifying Investment Vehicle), (iv) if such transfer is made in compliance with the other
requirements set forth in the Issuer Charter and (v) if such transfer is made in accordance
with any applicable securities laws of any state of the United States and any other
relevant jurisdiction.

(8) Limited Liquidity. The purchaser understands that there is no market for Preference
Shares and that no assurance can be given as to the liquidity of any trading market for
Preference Shares and that it is unlikely that a trading market for any of the Preference
Shares will develop. Accordingly, the purchaser must be prepared to hold Preference
Shares for an indefinite period of time or until their maturity.

(9) Investment Company Act. The purchaser either (a) is not a U.S. resident (within the
meaning of the Investment Company Act) or (b) is a Qualified Purchaser. The purchaser
agrees that no sale, pledge or other transfer of Preference Shares (or any interest
therein) may be made (a) unless such transfer is made to a transferee who, if a U.S.
resident (within the meaning of the Investment Company Act), is a Qualified Purchaser or
(b) if such transfer would have the effect of requiring the Issuer or the Collateral to
register as an investment company under the Investment Company Act. If the purchaser
is a U.S. resident that is an entity that would be an investment company but for the
exception provided for in Section 3(c)(1) or Section 3(c)(7) of the Investment Company
Act (any such entity, an "excepted investment company"): (x) all of the beneficial owners
of outstanding securities (other than short-term paper) of such entity (such beneficial
owners determined in accordance with Section 3(c)(1)(A) of the Investment Company
Act) that acquired such securities on or before April 30, 1996 ("pre-amendment beneficial
owners"); and (y) all pre-amendment beneficial owners of the outstanding securities
(other than short-term paper) of any excepted investment company that, directly or
indirectly, owns any outstanding securities of such entity, have consented to such entity's
treatment as a Qualified Purchaser in accordance with the Investment Company Act.

(10) Certifications Related to Tax Withholding. The purchaser understands that the Issuer
may require certification acceptable to it (a) to permit the Issuer to make payments to it
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without, or at a reduced rate of, withholding or (b) to enable the Issuer to qualify for a
reduced rate of withholding in any jurisdiction from or through which the Issuer receives
payments on its assets. The purchaser agrees to provide any such certification that is
requested by the Issuer.

(11) Tax Treatment. The purchaser agrees by acquisition of Preference Shares that it
acknowledges that the Issuer will be treated as a corporation and that the Preference
Shares will be treated as equity in the Issuer, and agrees to take no action inconsistent
with such treatment, unless required by law.

(12) ERISA. No Preference Share may be purchased or transferred to, on behalf of or using
the assets of (I) an employee benefit plan subject to Title I of ERISA or a plan subject to
Section 4975 of the U.S. Internal Revenue Code of 1986, as amended (the "Code")
(each such plan, an "ERISA Plan"); (ii) a collective investment fund, separate account or
other entity whose underlying assets are treated as "Plan Assets" of an ERISA Plan
under U.S. Department of Labor Regulation Section 2510.3-101 (a "Benefit Plan
Investor'); (iii) a person acting on behalf of an ERISA Plan or; or (iv) unless none of its
assets could be deemed to include "Plan Assets" subject to Title I of ERISA or Section
4975 of the Code, any other Benefit Plan Investor.

(13) Limitations on Flow-Through Status. The purchaser represents that, unless the
purchaser is a Qualifying Investment Vehicle, (a) if the purchaser would be an investment
company but for the exception in Section 3(c)(1) or Section 3(c)(7) of the Investment
Company Act, the amount of the purchaser's investment in the Preference Shares does
not exceed 40% of the total assets (determined on a consolidated basis with its
subsidiaries) of the purchaser; (b) no person owning any equity or similar interest in the
purchaser has the ability to control any investment decision of the purchaser or to
determine, on an investment-by-investment basis, the amount of such person's
contribution to any investment made by the purchaser; (c) the purchaser was not
organized or reorganized for the specific purpose of acquiring Preference Shares; and (d)
no additional capital or similar contributions were specifically solicited from any person
owning an equity or similar interest in the purchaser for the purpose of enabling the
purchaser to purchase Preference Shares (any such entity in (a), (b), (c) or (d) above
being herein referred to as a "Flow-Through Investment Vehicle"). For this purpose, a
"Qualifying Investment Vehicle" is an entity as to which all of the beneficial owners of any
securities issued by such entity have made, and as to which (in accordance with the
document pursuant to which such entity was organized or the agreement or other
document governing such securities) each such beneficial owner must require any
transferee of any such security to make, to the Issuer and the Preference Share Registrar
each of the representations set forth herein and in the Preference Share Paying Agency
Agreement required to be made upon transfer of any Preference Shares. If the
purchaser is a Flow-Through Investment Vehicle, the purchaser represents and warrants
that either (a) none of the beneficial owners of its securities are U.S. residents (within the
meaning of the Investment Company Act) or (b) some or all of the beneficial owners of its
securities are U.S. residents (within the meaning of the Investment Company Act) and
each such beneficial owner has certified to the purchaser that it is a Qualified Purchaser.
If the purchaser is a Flow-Through Investment Vehicle, the purchaser also represents
and warrants that it has only one class of securities outstanding (other than any nominal
share capital the distributions in respect of which are not correlated to or dependent upon
distributions on, or the performance of, the Preference Shares).
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(14) Limitation on Sales of Preference Shares to Reg Y Institutions. No Reg Y Institution may
transfer any Preference Shares held by it to any person other than (a) a person or group
of persons under common control that controls the Issuer without reference to any
Preference Shares transferred to such person or group by such Reg Y Institution (a
"Controlling Party"), (b) a person or persons designated by a Controlling Party, (c) in a
widespread public distribution as part of a public offering, (d) in amounts such that, after
giving effect thereto, no single transferee and Its affiliates will hold more than 2% of the
aggregate number of Preference Shares (including all options, warrants and similar rights
exercisable or convertible into Preference Shares) or (e) as otherwise permitted by
applicable U.S. Federal banking law and regulations.

(15) Certain Transfers Void. In the case of a purchaser who takes delivery of Preference
Shares in the form of a Rule 144A Preference Share, the purchaser agrees that (a) any
sale, pledge or other transfer of a Preference Share (or any interest therein) made in
violation of the transfer restrictions contained in Preference Share Agency Agreement
and described herein, or made based upon any false or inaccurate representation made
by the purchaser or a transferee to the Issuer, the Co-Issuer, the Trustee or the Note
Registrar will be void and of no force or effect and (b) none of the Issuer, the Co-Issuer,
the Trustee and the Note Registrar has any obligation to recognize any sale, pledge or
other transfer of a Preference Share (or any interest therein) made in violation of any
such transfer restriction or made based upon any such false or inaccurate representation.

The Preference Share Agency Agreement provides that if, notwithstanding the
restrictions on transfer contained therein, either of the Issuers determines that any
beneficial owner of a Rule 144A Preference Share (or any interest therein) (a) is a U.S.
Person and (b) is not both a Qualified Institutional Buyer (or, in respect of certain Original
Purchasers, an Institutional Accredited Investor) and a Qualified Purchaser, then either of
the Issuers may require, by notice to such beneficial owner, that such beneficial owner
sell all of its right, title and interest to such Rule 144A Preference Share (or interest
therein) to a person that is (i) a non-U.S. Person in a transfer for an interest in a

Regulation S Global Preference Share, or (ii) both a Qualified Institutional Buyer and a
Qualified Purchaser, with such sale to be effected within 30 days after notice of such sale
requirement is given. If such beneficial owner fails to effect the transfer required within
such 30-day period, (y) upon direction from the Collateral Manager or the Issuer, the
Trustee, on behalf of and at the expense of the Issuer, shall cause such beneficial
owner's interest in such Preference Share to be transferred in a commercially reasonable
sale (conducted by an investment bank selected by the Trustee with the consent of the
Collateral Manager in accordance with Section 9-610(b) of the Uniform Commercial Code
as in effect in the State of New York as applied to securities that are sold on a recognized
market or that may decline speedily in value) to a person to whom such Preference
Share (or interest therein) may be transferred in accordance with the transfer restrictions
set forth in the Preference Share Agency Agreement and (z) pending such transfer, no
further payments will be made in respect of such Preference Share held by such
beneficial owner.

(16) Reliance on Representations, etc. The purchaser acknowledges that the Issuer and the
Trustee will rely upon the truth and accuracy of the foregoing acknowledgments,
representations and agreements and agrees that, if any of the acknowledgments,
representations or warranties made or deemed to have been made by it in connection
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with its purchase of Preference Shares are no longer accurate, the purchaser will
promptly notify the Issuer and the Trustee.

(17) Cayman Islands. The purchaser is not a member of the public in the Cayman Islands.

(18) USA PATRIOT Act. To the extent applicable to the Issuer, the Issuer may impose
additional transfer restrictions to comply with the USA PATRIOT Act and other similar
laws or regulations, and each beneficial owner of a Preference Share is deemed to have
agreed to comply with such transfer restrictions. The Issuer shall notify the Trustee, the
Note Registrar and the Share Registrar of any such restrictions.

(19) Legend for Preference Shares. The purchaser understands and agrees that a legend in
substantially the following form will be placed on each certificate representing any
Preference Shares:

THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES
ACT"), OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY
OTHER JURISDICTION, AND MAY BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED
ONLY (A)(1) TO A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES
ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN
THAT THE RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON
THE EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR
(2) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION
S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE WITH THE
CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER CHARTER
REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES
LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER APPLICABLE
JURISDICTION. THE ISSUER HAS NOT BEEN REGISTERED UNDER THE INVESTMENT
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"). NO
TRANSFER OF THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST
HEREIN) MAY BE MADE (AND NEITHER THE ISSUER NOR THE PREFERENCE SHARE
REGISTRAR WILL RECOGNIZE ANY SUCH TRANSFER) IF (A) SUCH TRANSFER WOULD
BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT (WITHIN THE MEANING OF THE
INVESTMENT COMPANY ACT) THAT IS NOT (1) A "QUALIFIED PURCHASER" AS DEFINED
IN THE INVESTMENT COMPANY ACT, (ll) A "KNOWLEDGEABLE EMPLOYEE" WITH
RESPECT TO THE ISSUER WITHIN THE MEANING OF RULE 3c-5 UNDER THE
INVESTMENT COMPANY ACT OR (III) A COMPANY BENEFICIALLY OWNED EXCLUSIVELY
BY ONE OR MORE "QUALIFIED PURCHASERS" AND/OR "KNOWLEDGEABLE EMPLOYEES"
WITH RESPECT TO THE ISSUER, (B) SUCH TRANSFER WOULD HAVE THE EFFECT OF
REQUIRING THE ISSUER OR THE COLLATERAL TO REGISTER AS AN INVESTMENT
COMPANY UNDER THE INVESTMENT COMPANY ACT, (C) SUCH TRANSFER WOULD BE
MADE TO A TRANSFEREE THAT IS A U.S. RESIDENT WHICH IS A FLOW-THROUGH
INVESTMENT VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS
DEFINED IN THE ISSUER CHARTER) OR (D) SUCH TRANSFER WOULD BE MADE TO A
PERSON WHO IS OTHERWISE UNABLE TO MAKE THE CERTIFICATIONS AND
REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER CERTIFICATE
ATTACHED AS AN EXHIBIT TO THE PREFERENCE SHARE PAYING AGENCY AGREEMENT
REFERRED TO HEREIN. ACCORDINGLY, AN INVESTOR IN THIS PREFERENCE SHARES
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MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE INVESTMENT FOR AN

INDEFINITE PERIOD OF TIME.

NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO, ON BEHALF OF

OR USING THE ASSETS OF (1) AN EMPLOYEE BENEFIT PLAN SUBJECT TO TITLE I OF

ERISA OR A PLAN SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE

OF 1986, AS AMENDED (THE "CODE") (EACH SUCH PLAN, AN "ERISA PLAN"); (II) A

COLLECTIVE INVESTMENT FUND, SEPARATE ACCOUNT OR OTHER ENTITY WHOSE

UNDERLYING ASSETS ARE TREATED AS "PLAN ASSETS" OF AN ERISA PLAN UNDER

U.S. DEPARTMENT OF LABOR REGULATION SECTION 2510.3-101 (A "BENEFIT PLAN

INVESTOR"); (III) A PERSON ACTING ON BEHALF OF AN ERISA PLAN OR; OR (IV) UNLESS

NONE OF ITS ASSETS COULD BE DEEMED TO INCLUDE "PLAN ASSETS' SUBJECT TO

TITLE I OF ERISA OR SECTION 4975 OF THE CODE, ANY OTHER BENEFIT PLAN

INVESTOR.

Investor Representations on Original Purchase. Except as provided in the next succeeding

sentence, each transferee of Preference Shares will be required to deliver to the Issuer and the

Preference Share Registrar a duly executed transferee certificate in the form of the relevant exhibit

attached to the Preference Share Paying Agency Agreement and such other certificates and other

information as the Issuer may reasonably require to confirm that the proposed transfer complies with the

transfer restrictions contained in this Offering Circular. An owner of a beneficial interest in Regulation S

Global Preference Shares may transfer such interest in the form of a beneficial interest in such

Regulation S Global Preference Shares without the provision of written certification, provided that (1)

such transfer is not made to a U.S. Person or for the account or benefit of a U.S. Person and is effected

through Euroclear or Clearstream in an offshore transaction as required by Regulation S and only in

accordance with the Applicable Procedures and (2) any transfer not effected in an offshore transaction in

accordance with Rule 904 of Regulation S may be made only upon provision to the Preference Share

Registrar of written certification from the transferee and transferor in the form provided for in the

Preference Share Paying Agency Agreement.

Pursuant to such transferee certificate, (a) the transferee will acknowledge, represent to and

agree with the Issuer as to the matters set forth in each of paragraphs (1) through (19) above (other than

paragraphs (5), (6) and (8) above) as if each reference therein to "the purchaser" were instead a

reference to the transferee and (b) further represents to and agrees with the Issuer as follows:

(1) In the case of a transferee who takes delivery of Rule 144A Preference Share, it (I) is

both (x) a Qualified Institutional Buyer and (y) a Qualified Purchaser; (ii) is not a dealer

described in paragraph (a)(1)(ii) of Rule 144A unless such purchaser owns and invests

on a discretionary basis at least U.S.$25,000,000 in securities of issuers that are not

affiliated persons of the dealer; (iii) is not a plan referred to in paragraph (a)(1)(i)(D) or

(a)(1)(i)(E) of Rule 144A, or a trust fund referred to in paragraph (a)(1)(i)(F) of Rule 144A

that holds the assets of such a plan, unless investment decisions with respect to the plan

are made solely by the fiduciary, trustee or sponsor of such plan; (iv) it will provide written

notice of the foregoing, and of any applicable restrictions on transfer, to any transferee,

(v) is aware that the sale to it is being made in reliance on Rule 144A or another

exemption from the registration requirements of the Securities Act; and (vi) is acquiring

such Preference Shares for its own account; provided that a transferee of Preference

Shares (or interest therein) acquiring pursuant to a transfer made in accordance with

exemption from the registration requirements of the Securities Act other than Rule 144A
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(subject to the delivery of such certifications, legal opinions or other information as the
Issuer may reasonably require to confirm that such transfer is being made pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act) need not make any of the foregoing representations relating to Rule 144A.
In the case of a transferee who takes delivery of Regulation S Global Preference Shares,
it (i) is acquiring such Regulation S Global Preference Shares in an offshore transaction
in accordance with Rule 904 of Regulation S, (ii) is acquiring such Regulation S Global
Preference Shares for its own account, (iii) is not acquiring, and has not entered into any
discussions regarding its acquisition of, such Regulation S Global Preference Shares
while it is in the United States or any of its territories or. possessions, (iv) understands that
such Regulation S Global Preference Shares are being sold without registration under
the Securities Act by reason of an exemption that depends, in part, on the accuracy of
these representations, (v) understands that such Regulation S Global Preference Shares
may not, absent an applicable exemption, be transferred without registration and/or
qualification under the Securities Act and applicable state securities laws and the laws of
any other applicable jurisdiction and (vi) understands that prior to the end of the
Distribution Compliance Period, interests in Regulation S Global Preference Shares may
only be held through Euroclear or Clearstream. In addition, each Preference Shareholder
must provide the Issuer and the Preference Share Registrar an executed certificate in the
appropriate form attached to the Preference Share Paying Agency Agreement, if so
required by the Preference Share Paying Agency Agreement.

(2) It acknowledges that the foregoing acknowledgements, representations and agreements
will be relied upon by the Issuer and the Preference Share Transfer Agent for the
purpose of determining its eligibility to purchase Preference Shares. It agrees to provide,
if requested, any additional information that may be required to substantiate its status as
a Qualified Institutional Buyer or its eligibility for an exception under the Investment
Company Act, to determine compliance with ERISA and/or Section 4975 of the Code or
to otherwise determine its eligibility to purchase Preference Shares.
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LISTING AND GENERAL INFORMATION

1. Application will be made to the Irish Financial Services Regulatory Authority, as competent
authority under Directive 2003/71/EC, for the prospectus to be approved. Application will be made
to the Irish Stock Exchange for the Notes to be admitted to the Official List and trading on its
regulated market. Such approval relates only to Notes which are to be admitted to trading on the
regulated market of the Irish Stock Exchange or other regulated markets for the purposes of
Directive 93122/EEC or which are to be offered to the public in any Member State of the European
Economic Area. Copies of this Offering Circular, the Issuer Charter, the Preference Share Paying
Agency Agreement, the Management Agreement, the Note Purchase Agreement, the
Administration Agreement, any Interest Rate Swap Agreement, each Synthetic Security, the Initial
Investment Agreement, the Certificate of Incorporation and By-laws of the Co-Issuer and the
Indenture will be available for inspection at the registered office of the Issuer and at the office of
the Irish Paying Agent, where electronic copies thereof may be obtained, free of charge, upon
request for the life of this document.

2. Copies of the Issuer Charter, the Certificate of Incorporation and By-laws of the Co-Issuer, the
resolutions of the Board, of Directors of the Issuer authorizing the issuance of the Notes and the
resolutions of the Board of Directors of the Co-Issuer authorizing the issuance of the Notes, the
Indenture and the Management Agreement may be obtained free of charge upon request within
30 days of the date of this Offering Circular at the office of the Trustee on behalf of the Issuer.

3. Each of the Issuers represents that there has been no material adverse change in its financial
position since its date of incorporation. The Issuers are not, and have not since incorporation
been, involved in any litigation, governmental or arbitration proceedings relating to claims in
amounts which may have or have had a material effect on the Issuers in the context of the issue
of the Notes, nor, so far as either of the Issuers is aware, is any such litigation or arbitration
involving it pending or threatened.

4. Each of the Issuers represents that there has been no material adverse change in its financial

position since its date of incorporation. The Issuers are not, and have not since incorporation

been, involved in any litigation, governmental or arbitration proceedings relating to claims in

amounts which may have or have had a material effect on the Issuers in the context of the issue
of the Notes, nor, so far as either of the Issuers is aware, is any such litigation or arbitration
involving it pending or threatened.

5. The issuance of the Notes will be authorized by the Board of Directors of the Issuer by resolutions
passed on or before the Closing Date. The issuance of the Notes will be authorized by the Board

of Directors of the Co-Issuer by resolutions to be passed on or before the Closing Date. Since

incorporation, neither the Issuer nor the Co-Issuer has commenced trading or established any
accounts, except as disclosed herein or accounts used to hold amounts received with respect to

share capital and fees. It is estimated that the fees payable in respect of the listing of the Notes
on the Irish Stock Exchange will be approximately $7,500 consisting of Irish Stock Exchange
listing fees, listing agent sponsor fees and fees to be annually paid to the Irish Paying Agent.

6. The Notes sold in offshore transactions in reliance on Regulation S under the Securities Act and

represented by the Global Notes have been accepted for clearance through Clearstream and

Euroclear under the Common Codes indicated below. The CUSIP Numbers and International
Securities Identification Numbers (ISIN) for the Notes represented by Regulation S Global Notes
and Restricted Global Notes are as indicated on the following page.
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Regulation Regulation S Restricted Restricted
S Common CUSIP Regulation S ISIN Common CUSIP Restricted ISIN
Codes Numbers Numbers Codes Numbers Numbers

Class A-I a Notes 029237204 G37903AA2 USG37903AA26 029236828 36868VAA4 US36868VAA44

Class A-1 b Notes 029237298 G37903AG9 USG37903AG95 029237247 36868VAG1 US36868VAG14

Class A-2 Notes 029237344 G37903AB0 USG37903AB09 029237328 36868VAB2 US36868VAB27

Class B Notes 029237387 G37903AC8 USG37903AC81 029237379 36868VACO US36868VACO0

Class C Notes 029237409 G37903AD6 USG37903AD64 029237395 36868VAD8 US36868VAD82

Class D Notes 029237522 G37903AE4 USG37903AE48 029237484 36868VAE6 US36868VAE65

Class E Notes 029237786 G37903AF1 USG37903AF13 029237654 36868VAF3 US36868VAF31
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LEGAL MATTERS

Certain legal matters with respect to the Notes and New York law will be passed upon for the
Issuer by Allen & Overy LLP. Allen & Overy LLP will also act as counsel to the Initial Purchaser.
Cadwalader, Wickersham & Taft LLP will act as counsel to the Collateral Manager. Certain matters with
respect to Cayman Islands corporate law and tax law will be passed upon for the Issuer by Maples and
Calder.
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SCHEDULE A
CD

AUCTION CALL REDEMPTION - AUCTION PROCEDURES

The following sets forth the auction procedures (the "Auction Procedures") to be followed in connection with a sale effected pursuant to
CD

the Indenture.

1. Pre-Auction Process

* The Auction Agent will Initiate the Auction Procedures at least 24 Business Days prior to each Auction Date by:

C * with the assistance of the Collateral Manager, preparing a list containing the names of the Issuer and guarantor (if any),

CD the par amount and the CUSIP number (if any) with respect to each Underlying Asset and such other Information as shall

CL be notified to the Auction Agent by the Collateral Manager;

* with the assistance of the Collateral Manager, preparing a list of the constituents of each subpool which shall be based

upon the Collateral Manager's good faith determination of the composition of subpools that will maximize Disposition
Proceeds; provided that the maximum number of subpools shall be eight; and

0 directing the Trustee to send the lists prepared pursuant to clauses (I) and (ii) above to the Qualified Bidders identified on

the then-current Qualified Bidder List (the "Listed Bidders") and requesting bids on the Auction Date.

The general solicitation package which the Auction Agent shall deliver to the Listed Bidders will Include: (I) a form of a purchase

agreement (which shall, among other things, provide that (A) upon satisfaction of all conditions precedent therein, the purchaser Is

irrevocably obligated to acquire, and the Issuer is irrevocably obligated to Dispose of, the Underlying Assets (or relevant subpool,

as the case may be) on the date and on the terms and conditions set forth therein and (B) if the subpools are to be sold to more

than one bidder, the consummation of the purchase of each subpool must occur simultaneously and the closing of each purchase

is conditional on the closing of each of the other purchases); (ii) the minimum purchase price; (iii) a formal bidsheet (which shall

permit the relevant bidder to bid for all of the Underlying Assets, any subpool or separately for each of the subpools) including'a

representation from the bidder that it Is eligible to acquire all of the Underlying Assets; (iv) a detailed timetable; and (v) copies of

all transfer documents (including transfer certificates and subscription agreements which a bidder must execute pursuant to the

Underlying Instruments and a list of the requirements which the bidder must satisfy under the Underlying Instruments (i.e.,

Qualified Institutional Buyer, Qualified Purchaser, etc.)).
m

K The Auction Agent shall send solicitation packages to all Listed Bidders at least 15 Business Days before the Auction Date. No

C later than 10 Business Days before the Auction Date, Listed Bidders may submit written due diligence questions relating to the

C) legal documentation and other information contained in the general solicitation package (including comments on the draft

C) purchase agreement to be used in connection with the Auction (the "Auction Purchase Agreement")) to the Collateral Manager;I)
O)
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provided that the Collateral Manager shall only be obligated to answer questions relating to the Collateral to the extent that it Is

able to do so by reference to information which it is required to provide under the Management Agreement. The Collateral

0) Manager shall be solely responsible for (1) responding to all relevant questions and/or comments submitted to It In accordance with

the foregoing and (ii) distributing the questions, answers and revised final Auction Purchase Agreement to all Listed Bidders at

least five Business Days prior to the Auction Date.

II. Auction Process
CID

* If it is not the Auction Agent, the Collateral Manager or its Affiliates will be allowed to bid in the Auction if It deems appropriate, but

CD will not be required to do so.
C
c* On the Auction Date, all bids will be due by facsimile to the offices of the Auction Agent by 11:00 a.m., New York City time, with

MD the winning bidder to be notified by 2:00 p.m., New York City time. All bids from Listed Bidders will be due on the bid sheet

contained in the solicitation package. Each bid shall be for the purchase and delivery to one purchaser of (I) all (but not less than

all) of the Underlying Assets or (ii) all (but not less than all) of the Underlying Assets that constitute the components of one or

more subpools.

* If the Auction Agent receives fewer than two bids from Listed Bidders to purchase all of the Underlying Assets or to purchase each

subpool, the Auction Agent shall decline to consummate the sale.

* Subject to clause (c), the Auction Agent shall identify as the winning bidder the bid or bids that result in the Highest Auction Price

(in excess of the minimum purchase price) from one or more Listed Bidders.

* Upon notification to the winning bidder(s), the winning bidder (or, if the Highest Auction Price requires the sale of subpools to more

than one bidder, each winning bidder) will be required to deliver to the Auction Agent a signed counterpart of the Auction

Purchase Agreement no later than 4:00 p.m. New York City time on the Auction Date. The winning bidder (or, if the Highest

Auction Price requires the sale of subpools to more than one bidder, each winning bidder) shall be required to pay the full

purchase price in cash prior to the sixth Business Day following the relevant Auction Date, at which time all monies will be

transferred Into the Collection Account. If payment in full of the purchase price is not made when due (or, if the subpools are to be

sold to more than one bidder, if any bidder fails to make payment of the purchase price when due), the Trustee on behalf of the

Issuer shall decline to consummate the sale of each subpool and shall give notice (in accordance with the Indenture) that the

Auction Call Redemption will not occur.

m "Highest Auction Price" means, with respect to an Auction Call Redemption, the greater of (a) the highest price bid by any Listed

-4 Bidder for all of the Underlying Assets and (b) the sum of the highest prices bid by one or more Listed Bidders for each subpool. In

C) each case, the price bid by a Listed Bidder shall be the Dollar amount which the Auction Agent certifies to the Trustee based on

0 the Auction Agent's review of the bids, which certification shall be binding and conclusive.
C
C)

rn
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a -"Qualified Bidder" means (a) a Person whose unsecured debt obligations have been assigned, or whose obligations under the

bid letter and resulting purchase agreement will be guaranteed by a Person whose unsecured debt obligations have been

W assigned, a rating equivalent to the highest rating on the Notes or an unsecured short-term rating of "A-1+" by Standard & Poor's

and "F-1" by Fitch, (b) a Person who the Auction Agent believes to be an active purchaser of Asset-Backed Securities with the

CD financial resources available to it to pay the purchase price of the Underlying Assets in a timely fashion, or (c) the Collateral
W
3 Manager or any of its Affiliates; provided that with respect to the Synthetic Securities entered into with the First Synthetic Security

Counterparty, the Issuer may, upon reasonable notice to the First Synthetic Security Counterparty, transfer to an Eligible

Counterparty, as such term is defined in the schedule to the Master Agreement, or to any other counterparty, In regard to which

the First Synthetic Security Counterparty will have the right to approve or disapprove of any novation of such Synthetic Security by
the Issuer.

CD
CD
CL

rn

0

C)

C
C
0
0
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SCHEDULE B

STANDARD & POOR'S RATING

The Standard & Poor's Rating of any Underlying Asset (which shall mean with respect to a
Synthetic Security, the related Reference Obligation) will be determined as follows:

(i) if such Underlying Asset is rated either publicly or privately (with appropriate consents) by
Standard & Poor's, the Standard & Poor's Rating shall be such rating, or, if such Underlying Asset is not
rated by Standard & Poor's, but the Issuer or the Collateral Manager on behalf of the Issuer has
requested that Standard & Poor's perform a credit estimate in respect of such Underlying Asset, the
Standard & Poor's rating shall be the rating so assigned by Standard & Poor's, provided that pending
receipt from Standard & Poor's of such rating, such Underlying Asset shall have a Standard & Poor's

Rating of "CCC-" if the Collateral Manager believes that such estimate will be at least "CCC-"; and

(ii) with respect to any other Underlying Asset, as set forth below.

Part 1 - Standard & Poor's Ratings

Asset classes are eligible for notching if they are not first loss tranches or combination securities. If the

security is publicly rated by two agencies, notch down as shown below based on the lowest rating. If the

security is publicly rated only by one agency, then notch down what is shown below plus one more notch.

The Aggregate Principal/Notional Balance of Underlying Assets the Standard & Poor's Rating of which is

based on a Fitch rating or a Moody's rating may not exceed 20% of the Aggregate Principal/Notional
Balance of all Underlying Assets, the balance of which must be rated by Standard & Poor's or assigned
Standard & Poor's rating estimates.

Issued prior to 8/1/01 Issued after 8/1/01
Current rating is: Current rating is:

Non Inv. Non Inv.
Inv. Grade Grade Inv. Grade Grade

1. CONSUMER ABS -1 -2 -2 -3

Automobile Loan Receivable
Securities
Automobile Lease Receivable
Securities
Car Rental Receivables Securities
Credit Card Securities
Healthcare Securities
Student Loan Securities

B-1
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Issued prior to 8/1/01 Issued after 8/1/01
Current rating is: Current rating is:

Non Inv. Non Inv.
Inv. Grade Grade Inv. Grade Grade

2. COMMERCIAL ABS -1 -2 -2 -3

Cargo Securities
Equipment Lease Securities
Aircraft Leasing Securities
Small Business Loan Securities
Restaurant and Food Services
Securities

3. Non-RE-REMIC RMBS -1 -2 -2 -3

Manufactured Housing Loan
Securities

4. Non-RE-REMIC CMBS -1 -2 -2 -3

CMBS - Conduit

CMBS - Credit Tenant Lease

CMBS - Large Loan

CMBS - Single Borrower

CMBS - Single Property

5. CBO/CLO CASHFLOW SECURITIES -1 -2 -2 -3

Cash Flow CBO - at least 80% High
Yield Corporate
Cash Flow CBO - at least 80%
Investment Grade Corporate
Cash Flow CLO - at least 80% High
Yield Corporate
Cash Flow CLO - at least 80%
Investment Grade Corporate

6. REITs -1 -2 -2 -3

REIT - Multifamily & Mobile Home
Park
REIT - Retail

REIT - Hospitality

REIT - Office

REIT - Industrial

REIT - Healthcare

REIT - Warehouse

REIT - Self Storage

REIT - Mixed Use

B-2
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Issued prior to 811/01 Issued after 8/1/01
Current rating is: Current rating is:

Non Inv. Non Iny.

Inv. Grade Grade Iny. Grade Grade

7. SPECIALTY STRUCTURED -3 -4 -3 -4

Stadium Financings
Project Finance
Future flows

8. RESIDENTIAL MORTGAGES -1 -2 -2 -3

Residential "A
Residential "B/C"

Home equity loans

9. REAL ESTATE OPERATING COMPANIES -1 -2 -2 -3

Part 2 - Standard & Poor's Asset Backed Categories

Each of the following categories of asset backed security shall constitute a separate asset backed class.

Securities not included in any of these categories shall be assigned by Standard & Poor's.

Structured Finance Sectors

1. ABS Consumer
2. ABS Commercial
3. CDOs
4. CMBS Diversified - Conduit and CTL
5. CMBS - Large Loan, Single Borrower and Single Property

6. REITs
7. RMBS A
8. RMBS B&C, HELs, HELOCs and Tax Lien

9. Manufactured Housing
10. Project Finance
11. U.S. Agency - Explicitly Guaranteed
12. Monoline/FER Guaranteed
13. Non-FER Company Guaranteed
14. FFELP Student Loan (Over 70% FFELP)

Part 3 - Standard & Poor's Asset Classes Not Eligible to be Notched

The following asset classes are not eligible to be notched. Credit estimates must be performed.

Asset Type

1. Non-U.S. Structured Finance Securities
2. Guaranteed Securities
3. CDOs of Structured Finance and Real Estate Securities

B-3
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4. CBOs of CDOs
5. CLOs of Distressed Debt
6. Mutual Fund Fee Securities
7. Catastrophe Bonds
8. First Loss Tranches of any securitization
9. Synthetics
10. Synthetic CBOs
11. Combination Securities
12. Re-REMICs
13. Market value CDOs
14. Net Interest Margin Securities (NIMs)
15. Structured Settlement Obligations
16. Any asset class not listed on Part 1 above
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SCHEDULE C

MOODY'S RATING AND MOODY'S WEIGHTED AVERAGE RATING

The 'Weighted Average Rating" on any Measurement Date is the number determined by
dividing (i) the sum of the series of products obtained for Underlying Assets (other than Underlying Asset
which the Asset Manager reasonably believes will default with respect to payment when next due and any
Defaulted Securities) by multiplying the Principal/Notional Balance on such Measurement Date of each
such Underlying Asset by its respective Moody's Rating Factor on such Measurement Date by (ii) the sum
of the Aggregate Principal/Notional Balance on such Measurement Date of all Underlying Assets that are
not Underlying Assets which the Asset Manager reasonably believes will default with respect to payment
when next due and any Defaulted Securities.

The "Moody's Rating Factor' relating to any Underlying Asset is the number set forth in the
table below opposite the Moody's Rating of such Underlying Asset:

Moody's Rating
Aaa
Aal
Aa2
Aa3
Al
A2
A3

Baal
Baa2
Baa3
Bal
Ba2
Ba3
B1
B2
B3

Caal
Caa2
Caa3

Ca or lower

Moody's Rating Factor
I
10
20
40
70
120
180
260
360
610
940

1,350
1,766
2,220
2,720
3,490
4,770
6,500
8,070
10,000

The "Moody's Rating" of any Underlying Asset (which shall mean with respect to a Synthetic

Security, the related Reference Obligation) will be determined as follows:

with respect to any Asset-Backed Security, for determining the Moody's Rating as of any date of

determination:

(I) if such Asset-Backed Security is publicly rated by Moody's, the Moody's Rating

shall be such rating, or, if such Underlying Asset is not publicly rated by Moody's, but the Issuer or the

Collateral Manager on behalf of the Issuer has requested that Moody's assign a rating to such Underlying
Asset, the Moody's Rating shall be the rating so assigned by Moody's;

. (ii) if such Asset-Backed Security is not publicly rated by Moody's, then the Moody's

Rating of such Asset-Backed Security may be determined using any one of the methods below:

C-1
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(A) with respect to any ABS type Residential Security not publicly rated by
Moody's, if such ABS type Residential Security is publicly rated by Standard & Poor's,
then the Moody's Rating thereof will be (1) one subcategory below the Moody's
equivalent rating assigned by Standard & Poor's if the rating assigned by Standard &
Poor's is "AAA"; (2) two rating subcategories below the Moody's equivalent rating
assigned by Standard & Poor's if the rating assigned by Standard & Poor's is below
"AAA" but above "BB+" and (3) three rating subcategories below the Moody's equivalent
rating assigned by Standard & Poor's if the rating assigned by Standard & Poor's is below
"BBB-"; and

(B) with respect to any other type of Asset-Backed Securities, pursuant to
any method specified by Moody's;

provided that

(V) the rating of either Rating Agency used to determine the Moody's Rating pursuant to any of
clauses (i) or (ii) above shall be a public, non-exclusive rating (but not a rating estimate) that
addresses the obligation of the obligor to pay principal of and interest on the relevant Underlying
Asset in full and is monitored on an ongoing basis by the relevant Rating Agency,

(W) the Aggregate Principal/Notional Balance of Underlying Assets the Moody's Rating of which is
based on a Standard & Poor's Rating may not exceed 20% of the Aggregate Principal/Notional
Balance of all Underlying Assets, the balance of which must be rated by Moody's or assigned
Moody's rating estimates,

(X) the ratings of no more than 10% of the Aggregate Principal/Notional Balance of all Underlying
Assets may be assigned rating factors derived via notching from single-rated instruments,

(Y) with respect to any one Rating Agency, the single-rated notched bucket may be no larger than
7.5% of the Aggregate Principal/Notional Balance of all Underlying Assets and

(Z) if an Underlying Asset

(A) is placed on a watch list for possible upgrade by Moody's, the Moody's Rating applicable
to such Underlying Asset shall be two rating subcategories above the Moody's Rating
applicable to such Underlying Asset immediately prior to such Underlying Asset being
placed on such watch list, if such Underlying Asset Is rated below "Aaa" by Moody's
unless rated "Aal", in which case only one subcategory above; and

(B) is placed on a watch list for possible downgrade by Moody's, the Moody's Rating
applicable to such Underlying Asset shall be (i) one rating subcategory below the
Moody's Rating applicable to such Underlying Asset immediately prior to such Underlying
Asset being placed on such watch list, if such Underlying Asset is rated "Aaa" by Moody's
or (ii) two rating subcategories below the Moody's Rating applicable to such Underlying
Asset immediately prior to such Underlying Asset being placed on such watch list, if such
Underlying Asset is rated below "Aaa" by Moody's; and

provided further that, with respect to notched ratings on certain asset classes, the Moody's Rating
shall be determined in conjunction with the notching conventions set forth below.
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Standard & Poor's

The following notching conventions are appropriate for Standard & Poor's-only rated tranches.

(The figures represent the number of notches to be subtracted from the Standard & Poor's rating. For

example, a "1" applied to an Standard & Poor's rating of BBB implies a Moody's rating of Baa3.)

ASSET CLASS AAA to AA- A+ to BBB- Below BBB-

Auto loan 1 2 3
Car Rental Fleet 1 2 3

CDO Domestic Corporate Debt No notching permitted No notching permitted No notching permitted

CDO Structured Product No notching permitted No notching permitted No notching permitted

Consumer Asset-Backed 1 2 3

Credit Card 1 2 3
Equipment Lease 1 2 3

Manufactured Housing 1 2 3

Small Business Loan 1 2 3

Student Loan 1 2 3

Residential Mortgage Related (note that rating category groups differ here from above)
AAA AA+ to BBB- Below BBB-

Jumbo A 1 2 3
Alt-A or mixed pools 1 3 4

HEL (including Residential A 1 2 3
and Residential B&C) I

Fitch

The following notching conventions are with respect to Fitch:

For dual-rated Jumbo A or Alt-A transactions, take the lower of the two ratings on the security,

apply the appropriate single-rated notching guideline from above, then go up by 1/2 notch. For dual-rated

HEL (including Residential A and Residential B&C) transactions, apply the Standard & Poor's-only rated

tranche notching guidelines as set forth above.
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CMBS

The following CMBS notching conventions are with respect to S&P and Fitch:

Commercial Mortgage Backed Securities

ASSET CLASS Tranche Rated by Fitch and Tranche Rated by Fitch
S&P; no tranche in deal andlor S&P; at least one

rated by Moody's other tranche In deal rated
by Moody's

Conduit* 2 notches from lower of 1..5* notches from lower of
FitchlS&P FitchlS&P

Credit Tenant Lease Follow corporate notching Follow corporate notching
practice practice

Large Loan No notching permitted

For this purpose, conduits are defined as fixed rate, sequential pay, multi-borrower transactions having
a Herfindahl score of 40 or higher at the loan level with all collateral (conduit loans, A notes, large loans,
CTLs and any other real estate collateral) factored in.

" A 1.5 notch haircut implies, for example, that if the S&P/Fitch rating were BBB, then the Moody's rating
factor would be halfway between the Baa3 and the Bal rating factors.
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SCHEDULE D

STANDARD & POOR'S RECOVERY MATRIX

A. If the Underlying Asset (which shall mean with respect to a Synthetic Security, the related
Reference Obligation) is an Asset-Backed Security (other than a CMBS Security) and is the
senior-most tranche of securities issued by the issuer of such Underlying Asset:

Initial Standard & Liability Rating assigned by Standard & Poor's
Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+
Underlying Asset at AA A BBB BB B CCC
Issuance AAA AA- A- BBB- BB- B- CCC-

AAA 80.0% 85.0% 90.0% 90.0% 90.0% 90.0% 90.0%

AA+, AA, AA- 70.0% 75.0% 85.0% 90.0% 90.0% 90.0% 90.0%

A+, A, A- 60.0% 65.0% 75.0% 85.0% 90.0% 90.0% 90.0%

BBB+, BBB, BBB- 50.0% 55.0% 65.0% 75.0% 85.0% 85.0% 85.0%

B. If the Underlying Asset (which shall mean with respect to a Synthetic Security, the related

Reference Obligation) is an Asset-Backed Security (other than a CMBS Security) and is not the

senior-most tranche of securities issued by the issuer of such Underlying Asset:

Initial Standard & Liability Rating assigned by Standard & Poor's

Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+
Underlying Asset at AA A BBB BB B CCC
Issuance AA AA- A- BBB- BB- B- CCC-

AAA 65.0% 70.0% 80.0% 85.0% 85.0% 85.0% 85.0%

AA+, AA, AA- 55.0% 65.0% 75.0% 80.0% 80.0% 80.0% 80.0%

A+, A, A- 40.0% 45.0% 55.0% 65.0% 80.0% 80.0% 80.0%

BBB+, BBB, BBB- 30.0% 35.0% 40.0% 45.0% 50.0% 60.0% 70.0%

BB+, BB, BB- 10.0% 10.0% 10.0% 25.0% 35.0% 40.0% 50.0%

B+, B, B- 2.5% 5.0% 5.0% 10.0% 10.0% 20.0% 25.0%

CCC+, CCC, CCC- 0.0% 0.0% 0.0% 0.0% 2.5% 5.0% 5.0%

C. If the Underlying Asset (which shall mean with respect to a Synthetic Security, the related

Reference Obligation) is a CMBS Security:

Initial Standard & Liability Rating assigned by Standard & Poors

Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+
Underlying Asset at AA A BBB BB B CCC
Issuance A AA- A- BBB- BB- B- CCC-

AAA 80.0% 85.0% 90.0% 90.0% 90.0% 90.0% 90.0%

AA+, AA, AA- 70.0% 75.0% 85.0% 90.0% 90.0% 90.0% 90.0%

A+, A, A- 60.0% 65.0% 75.0% 85.0% 90.0% 90.0% 90.0%

BBB+, BBB, BBB- 45.0% 50.0% 55.0% 60.0% 65.0% 70.0% 75.0%

BB+, SB, SB- 35.0% 40.0% 45.0% 45.0% 50.0% 50.0% 50.0%
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Initial Standard & Liability Rating assigned by Standard & Poor's

Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+
Underlying Asset at AA A BBB BB B CCC
Issuance AAA AA- A- BBB- BB- B- CCC-

B+, B, B- 20.0% 25.0% 30.0% 35.0% 35.0% 40.0% 40.0%

CCC+, CCC, CCC- 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

NR 0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
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SCHEDULE E

MOODY'S RECOVERY RATE MATRIX

The recovery rate with respect to a Synthetic Security will be calculated using the related
Reference Obligation.

ABS Type Diversified ABS Securities 1 :

% of Underlying
Capital Structure 2

>70%
<=70%, >10%

<=10%

Aaa
85%
75%
70%

Aa
80
70
65

Initial Rating of Underlying Asset3 )

A Baa
% 70% 60%
% 60% 50%
% 55% 45%

ABS Type Diversified Residential Securities4 ) :

% of Underlying
Capital Structure (2)

>70%
<=70%, >10%
<=10%, >5%
<=5%, >2%

<=2%

Aaa
85%
75%
65%
55%
45%

Aa
80%O
70
55
45
35

Initial Rating of Underlying Asset(3)
A Baa

65% 55% 4

% 55% 45%

% 45% 40%
% 40% 35%
% 30% 25%

ABS Type Undiversified ABS Securities):

% of Underlying
Capital Structure (

>70%
<=70%, >10%
<=10%, >5%
<=5%, >2%

<=2%

Aaa
85%
75%
65%
55%
45%

Aa
80%,

700,

550%

450%

350%

Initial Rating of Underlying Asset3 )

A Baa
65% 55% 4
55% 45% 3
45% 35% 2

35% 30%

25% 20% 1

ABS Type Low-Diversity CDO Securities 6 ):

% of Underlying
Capital Structure 2)

>70%
<=70%, >10%
<=10%, >5%
<=5%, >2%

<=2%

Aaa
80%
70%
60%
50%
30%

Aa
750%

60%/
500/

400%

250,

Initial Rating of Underlying Asset3)

A Baa
60% 50%
55% 45%
45% 35%
35% 30%
20% 15%

Ba
45%
35%
25%
20%
7%
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Ba
50%
40%
35%

BB
40%
30%
25%

Ba
5%

35%
30%
5%

15%

B
B

30%
25%
20%
15%
10%

Ba
5%
5%
5%

20%
0%

B
B

30%
25%
15%
10%
5%

B
B

30%
25%
15%
10%
4%

.

.
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ABS Type High-Diversity CDO Securitiesm:

% of Underlying Initial Rating of Underlying Assets3 )

Capital Structurem Aaa Aa A Baa Ba B
>70% 85% 80% 65% 55% 45% 30%

<=70%, >10% 75% 70% 60% 50% 40% 25%
<=10%, >5% 65% 55% 50% 40% 30% 20%
<=5%, >2% 55% 45% 40% 35% 25% 10%

<=2% 45% 35% 30% 25% 10% 5%

() "ABS Type Diversified ABS Securities" refer to Automobile Securities, Car Rental Fleet
Securities, Credit Card Securities and Student Loan Securities.

(2) Initial par amount of tranche to which such Underlying Asset relates divided by initial par amount
of total securities issued by such Underlying Asset issuer.

(3) The recovery rate for Underlying Assets with a Moody's Rating of Caal, Caa2 or Caa3 is
assumed to be 10%.

(4) "ABS Type Diversified Residential Securities" refer to Residential A Mortgage-Backed
Securities, Residential B/C Mortgage-Backed Securities, Non-Subprime Home Equity Loan Asset-Backed
Securities and Manufactured Housing Securities.

(5 "ABS Type Undiversified ABS Securities" refer to Equipment Lease Securities, Small Business
Loan Securities and CMBS Securities.

(6) "ABS Type Low-Diversity CDO Securities" refer to any CDO Securities that are not High-
Diversity Securities.

M "ABS Type High-Diversity CDO Securities" refer to any CDO Securities that entitle the holders
thereof to receive payments that depend (except for rights or other assets designed to assure the
servicing or timely distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow
from a portfolio of commercial and industrial bank loans, other asset-backed securities or corporate debt
securities (or any combination of the foregoing) that are obligations of obligors or issuers that represent a
relatively diversified pool of obligor credit risk having a Moody's Asset Correlation Factor lower than 20%
or a Moody's diversity score higher than 15. The "Moody's Asset Correlation Factor" is a single
number determined in accordance with the asset correlation methodology provided from time to time by
Moody's and listed in the latest Monthly Report or indenture of such CDO Security.
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SCHEDULE F

CLASS D PRIORITY REDEMPTION AMOUNT

The Class D Priority Redemption Amount on each Distribution Date during the Priority Distribution
Period will be as follows:

Distribution Date Class D Priority Redemption Amount

June 2007 $459,167

September 2007 $459,167

December 2007 $459,167

March 2008 $459,167

June 2008 $459,167

September 2008 $459,167

December 2008 $459,167

March 2009 $459,167

June 2009 $459,167

September 2009 $459,167

December 2009 $459,167

March 2010 $459,167

GEM7-00000679
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SCHEDULE G

FORM OF CONFIRMATION FOR RMBS SECURITIES

Deutsche Bank AG

Date: [ ]

To: Gemstone CDO VII Ltd.

Fax No: [ ]

From: Deutsche Bank AG, acting through its London Branch

RE: Credit Derivative Transaction on Mortgage-Backed Security with Pay-As-You-Go or

Physical Settlement (Form 1) (Dealer Form) (RMBS)

Dear Sir/Madam

The purpose of this communication (the "Confirmation") is to confirm the terms and conditions of
the Credit Derivative Transaction relating to a mortgage-backed security reference obligation entered into
between you Gemstone CDO VII Ltd. ("Party B") and us Deutsche Bank AG, acting through its London
Branch ("Party A') on the Trade Date specified below (the "Transaction"). This Confirmation constitutes a
"Confirmation" as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions (the
"Credit Derivatives Definitions"), as published by the International Swaps and Derivatives Association,
Inc. ("ISDA") and the ISDA Standard Terms Supplement for use with Credit Derivatives Transaction on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement, as published by ISDA on
November 10, 2006 (the "CDS on MBS Terms"), and, if (i) the Additional Provisions for Optional Early
Termination have been published by ISDA at the Trade Date and (ii) Optional Early Termination is
specified as being applicable, the Additional Provisions for Optional Early Termination most recently
published by ISDA, are incorporated into this Confirmation. In the event of any inconsistency between
the Credit Derivatives Definitions or the CDS on MBS Terms and this Confirmation, this Confirmation will
govern. In the event of any inconsistency between the CDS on MBS Terms and the Credit Derivatives
Definitions, the CDS on MBS Terms will govern.

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement,
dated as of [-], 2007, as amended and supplemented from time to time (the "Agreement"), between you
and us. All provisions contained in the Agreement govern this Confirmation except as expressly modified
below.

The terms of the Transaction to which this Confirmation relates are as follows:

Trade Date: [ I

Effective Date: I 3

Floating Rate Payer: [ ] (the "Seller").

G-1
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[ ] (the "Buyer").

Calculation Agent:

Calculation Agent City:

Business Day:

Reference Entity:

Party A, unless an Event of Default has occurred
and is continuing with respect to Party A, in
which case the Calculation Agent shall be a
leading, independent dealer in derivatives
selected by agreement between the parties
within one Business Day of such Event of
Default (the "Substitute Calculation Agent"),
whose fees and expenses shall be met by Party
A, whilst such Event of Default is continuing. If
the parties are unable to agree on a Substitute
Calculation Agent, each of the parties shall elect
an independent dealer in derivatives and such
two dealers shall agree on a third party, who
shall be deemed to be the Substitute Calculation
Agent. Party A shall be appointed to replace the
Substitute Calculation Agent within one Business
Day of the date on which no Event Qf Default is
continuing in respect of Party A. All
determinations by the Calculation Agent shall be
made in good faith and in a commercially
reasonable manner.

New York

New York and London

[ ]

Reference Obligation:

Reference Policy:

Reference Price:

Initial Face Amount:

Initial Payment:

Fixed Rate:

Fixed Rate Payer Payment Dates:

The obligation identified as follows:
[Insurer: [ 1
CUSIP/ISIN: [ ]
[Bloomberg ID: [ ]
Legal final maturity date:
Original Principal Amount:
Initial Factor: [ ]
Issuer: The Reference Entity]

Not Applicable

[*]%

[ ]

[Not Applicable]

[On [the Effective Date], [Buyer]/[Seller] will pay
[USD][ ]to [Seller]/[Buyer].]

[ ]% per annum

Not CMBS Convention

Confidential Treatment Requested
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Fixed Amount: Fixed Amount definition for underlying with no
payment delay

Additional Credit Event: Distressed Ratings Downgrade

Interest Shortfall Cap: Applicable

WAC Cap Interest Provision: Not Applicable

Step-up provisions: Applicable

If Interest Shortfall Cap is applicable, then specify:

Interest Shortfall Cap Basis: Fixed Cap

Interest Shortfall Compounding: Applicable

Rate Source: USD-LIBOR-BBA

Optional Early Termination: Not Applicable

Additional Terms: The definition of "Fixed Amount" in the CDS on
MBS Terms shall be deleted and replaced in its
entirety with the following:

"With respect to any Fixed Rate Payer Payment
Date, an amount equal to the product of:

(a) the Fixed Rate;

(b) an amount determined by the
Calculation Agent equal to:

(i) the sum of the Reference
Obligation Notional Amount (as
calculated without taking into
consideration any adjustment in
the Reference Obligation
Notional Amount due to an
Implied Writedown Amount) as
at 5:00 p.m. in the Calculation
Agent City on each day in the
related Fixed Rate Payer
Calculation Period; divided by

(ii) the actual number of days in the
related Fixed Rate Payer
Calculation Period; and

(c) the actual number of days in the related
Fixed Rate Payer Calculation Period
divided by 360."
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Implied Writedown Amounts are not applicable to
this Transaction. Without limiting the foregoing,
for the purpose of any calculations required
under this Confirmation (including the CDS on
MBS Terms), the following terms shall all be
deemed to be equal to zero: "Aggregate Implied
Writedown Amount", "Current Period Implied
Writedown Amount", *Implied Writedown
Amount", "Implied Writedown Percentage",
"Implied Writedown Reimbursement Amount", or
"Previous Period Implied Writedown Amount".

The definition of "Writedown" in the CDS on MBS
Terms shall be deleted and replaced in its
entirety with the following:

"Writedown' means the occurrence at any time
on or after the Effective Date of:

(i) (A) a writedown or applied loss
(however described in the Underlying
Instruments) resulting in a reduction in the
Outstanding Principal Amount (other than as a
result of a scheduled or unscheduled payment of
principal); or (B) the attribution of a principal
deficiency or realized loss (however described in
the Underlying Instruments) to the Reference
Obligation resulting in a reduction or
subordination of the current interest payable on
the Reference Obligation; or

(ii) the forgiveness of any amount of
principal by the holders of the Reference
Obligation pursuant to an amendment to the
Underlying Instruments resulting in a reduction in
the Outstanding Principal Amount, provided that
(A) Party A shall not give notice of a Floating
Amount Event or Credit Event with respect to the
portion of a Writedown resulting from forgiveness
referred to in this subclause (ii) that was caused
by the vote of Party A if Party A was the holder
of 100% of such Reference Obligation, and (B) if,
notwithstanding the preceding sub-clause (A),
Party A gives notice of a Floating Amount Event
or Credit Event with respect to the portion of a
Writedown resulting from forgiveness referred to
in this subclause (ii) that was caused by the vote
of Party A if Party A was the holder of 100% of
such Reference Obligation, then, as soon as
practicable after Party A and Party B become
aware of such occurrence, Party A and Party B
shall refund to each other all payments, and
reverse all other calculations and/or
determinations, that occurred in connection with
or resulting from Party A giving notice of such
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Floating Amount Event or Credit Event."

For the avoidance of doubt, no payment in
connection with clause (iii) of the definition of
"Writedown" (as defined in the CDS on MBS
Terms and not as amended herein) shall be due
or payable hereunder and the CDS on MBS
Terms shall be read accordingly.

Office, Notice and Account Details:

The Office of Party A for this London
Transaction is:

The Office of Party B for this George Town, Grand Cayman, Cayman Islands
Transaction is:

Telephone, Telex and/or Facsimile
Numbers and Contact Details for
Notices:

Party A: Attention: New York Derivatives Documentation

Telephone: (212) 250-9425

Fax: (212) 797-0779

Email: NYderivative.documentation@db.com

Party B:

Account Details:

Account Details of Buyer:

Account Details of Seller:

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this
Confirmation and returning it to us by facsimile.

Yours sincerely,

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH

By:

Name:
Title:

By:

Name:
Title:
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Confirmed as of the date first above written:

GEMSTONE CDO VII LTD.
By HBK Investments, L.P., as its Investment Manager

By:

Name:
Title:

By:

Name:
Title:
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ISDA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE
TRANSACTIONS ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR

PHYSICAL SETTLEMENT'

(published on November 10, 2006)

This ISDA Standard Terms Supplement for use with Credit Derivative Transactions on Mortgage-Backed
Security with Pay-As-You-Go or Physical Settlement (the "CDS on MBS Terms") hereby incorporates by
reference the definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions as
published by the International Swaps and Derivatives Association, Inc. ("ISDA") (the *Credit Derivatives
Definitions"). In the event of any inconsistency between the Credit Derivatives Definitions and these CDS
on MBS Terms, these CDS on MBS Terms will govern.

References to the "Reference Obligation" in these CDS on MBS Terms or in the relevant Confirmation
shall be to the terms of the Reference Obligation (as defined below) set out in the Underlying Instruments
(as defined below) as amended from time to time unless otherwise specified below.

1. General Terms:

Trade Date: As shown in the relevant Confirmation.

Effective Date: As shown in the relevant Confirmation.

Scheduled Termination Date: Subject to paragraph 6, the Legal Final Maturity Date
of the Reference Obligation, subject to adjustment in
accordance with the Following Business Day
Convention.

Termination Date: The last to occur of:

(a) the fifth Business Day following the Effective
Maturity Date;

(by the last Floating Rate Payer Payment Date;

(c) the last Delivery Date; and

(d) the last Additional Fixed Amount Payment
Date.

THE FOOTNOTES TO THIS CDS ON MBS STANDARD TERMS SUPPLEMENT ARE PROVIDED FOR CLARIFICATION ONLY
AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR DOCUMENTATION OF A CREDIT DERIVATIVE
TRANSACTION.

ISDA has not undertaken to review all applicable laws and regulations of any jurisdiction In which the Credit Derivatives Definitions
or these CDs on MBS Terms may be used. Therefore, parties are advised to consider the application of any relevant jurisdiction's
regulatory, tax, accounting, exchange or other requirements that may exist In connection with the entering Into and documenting of a
privately negotiated credit derivative transaction.

' The definitions and provisions In this ISDA Standard Terms Supplement for use with Credit Derivatives Transactions on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement may be incorporated into a Confirmation or other
document (Including in electronic form) (a "Confirmation) by wording in the Confirmation indicating that, or the extent to
which, the Confirmation is subject to this ISDA Standard Terms Supplement for use with Credit Derivatives Transactions on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement. All definitions and provisions so incorporated in a
Confirmation will be applicable to that Confirmation unless otherwise provided in that Confirmation.

2 Parties who wish to novate a trade documented by way of a Confirmation incorporating these CDS on MBS Terms should
consider using the Form of Novation Confirmation set out in the Schedule to this ISDA Standard Terms Supplement.
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Floating Rate Payer

Fixed Rate Payer

Calculation Agent:

Calculation Agent City:

Business Day-

Business Day Convention:

Reference Entity:

Reference Obligation:

Reference Policy:

Reference Price:

Applicable Percentage:

As shown in the relevant Confirmation (the "Seller").

As shown in the relevant Confirmation (the "Buyer).

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Following (which, with the exception of the Effective
Date, the Final Amortization Date, each Reference
Obligation Payment Date and the period end date of
each Reference Obligation Calculation Period, shall
apply to any date referred to in these CDS on MBS
Terms or in the Relevant Confirmation that falls on a
day that is not a Business Day).

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Section 2.30 of the Credit Derivatives Definitions shall
not apply.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

On any day, a percentage equal to A divided by B.

"A" means the product of the Initial Face Amount and
the Initial Factor as decreased on each Delivery Date
by an amount equal to (a) the outstanding principal
balance of Deliverable Obligations Delivered to Seller
(as adjusted by the Relevant Amount, if any) divided
by the Current Factor on such day multiplied by (b) the
Initial Factor.

"B" means the product of the Original Principal Amount
and the Initial Factor;

(a) as increased by the outstanding principal
balance of any further issues by the Reference
Entity that are fungible with and form part of
the same legal series as the Reference
Obligation; and

(b) as decreased by any cancellations of some or
all of the Outstanding Principal Amount
resulting from purchases of the Reference
Obligation by or on behalf of the Reference

G-8

Confidential Treatment Requested GEM7-00000687

Footnote Exhibits  - Page 1298



Entity.'

Initial Face Amount: As shown in the relevant Confirmation.

Reference Obligation Notional On the Effective Date, the product of:
Amount:

(a) the Original Principal Amount;

(b) the Initial Factor; and

(c) the Applicable Percentage.

Following the Effective Date, the Reference Obligation
Notional Amount will be:

(i) decreased on each day on which a Principal
Payment is made by the relevant Principal
Payment Amount;

(ii) decreased on the day, if any, on which a
Failure to Pay Principal occurs by the relevant
Principal Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs by the relevant Writedown Amount;

(iv) increased on each day on which a Writedown
Reimbursement occurs by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs
(ii) or (iii) of the definition of "Writedown
ReimbursemenV; and

(v) decreased on each Delivery Date by an
amount equal to the relevant Exercise Amount
minus the amount determined pursuant to
paragraph (b) of "Physical Settlement Amount"
below, provided that if any Relevant Amount is
applicable, the Exercise Amount will also be
deemed to be decreased by such Relevant
Amount (or increased by the absolute value of
such Relevant Amount if such Relevant
Amount is negative) with effect from such
Delivery Date;

provided that if the Reference Obligation Notional
Amount would be less than zero, it shall be deemed to
be zero.

For the avoidance of doubt, the Reference Obligation
Notional Amount shall not be increased by any deferral
or capitalization of interest that relates to the Term of
this Transaction or decreased by payment of any

3 This represents the percentage covered by the relevant Transaction of the Outstanding Principal Amount. It may be more than
100%.
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Initial Payment:

2. Fixed Payments:

Fixed Rate Payer:

Fixed Rate:

Fixed Rate Payer Period End
Date:

Fixed Rate Payer Payment
Dates:

Fixed Amount:

portion of the principal balance of the Reference
Obligation that is attributable to the deferral or
capitalization of interest during the Term of this
Transaction.

As shown in the relevant Confirmation.

Buyer

As shown in the relevant Confirmation, subject to
adjustment in accordance with paragraph 6 below.

The first day of each Reference Obligation Calculation
Period.

In the relevant Confirmation, the parties shall specify
either "Not CMBS Convention" or "CMBS Convention"
as applicable.

If "Not CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be each day falling five Business Days after a
Reference Obligation Payment Date; provided that the
final Fixed Rate Payer Payment Date shall fall on the
fifth Business Day following the Effective Maturity
Date.

If "CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be, after each Reference Obligation Payment
Date, the next following 25th calendar day of the
month, except that when a Reference Obligation
Payment Date falls on or after 25th calendar day of a
month, the Fixed Rate Payer Payment Date in respect
of such Reference Obligation Payment Date shall be
25th calendar day of the next following month;
provided that the final Fixed Rate Payer Payment Date
shall fall on the fifth Business Day following the
Effective Maturity Date.

In the relevant Confirmation, the parties shall specify
"Fixed Amount definition for underlying with no
payment delay" or "Fixed Amount definition for
underlying with payment delay".

If "Fixed Amount definition for underlying with no
payment delay" is specified in the relevant
Confirmation, the Fixed Amount shall be, with respect
to any Fixed Rate Payer Payment Date, an amount
equal to the product of:

(a) the Fixed Rate;

G-10

Confidential Treatment Requested GEM7-00000689

Footnote Exhibits  - Page 1300



(b) an amount determined by the Calculation
Agent equal to:

(I) the sum of the Reference Obligation
Notional Amount as at 5:00 p.m. in the
Calculation Agent City on each day in
the related Fixed Rate Payer
Calculation Period; divided by

(ii) the actual number of days in the
related Fixed Rate Payer Calculation
Period; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

If "Fixed Amount definition for underlying with payment
delay" is specified in the relevant Confirmation, then
the Fixed Amount shall be with respect to any Fixed
Rate Payer Payment Date, an amount equal to the
product of:

(a) the Fixed Rate;

(b) the Reference Obligation Notional Amount
outstanding on the last day of the Reference
Obligation Calculation Period related to such
Fixed Rate Payer Payment Date, as adjusted
for any increases or decreases of the
Reference Obligation Notional Amount on the
Reference Obligation Payment Date
Immediately preceding the related Reference
Obligation Payment Date; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Additional Fixed Amount (a) Each Fixed Rate Payer Payment Date; and
Payment Dates:

(b) in relation to each Additional Fixed Payment
Event occurring after the second Business
Day prior to the last Fixed Rate Payer
Payment Date, the fifth Business Day after
Buyer has received notification from Seller or
the Calculation Agent of the occurrence of
such Additional Fixed Payment Event.

Additional Fixed Payments: Following the occurrence of an Additional Fixed
Payment Event in respect of the Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount
to Seller on the first Additional Fixed Amount Payment
Date falling at least two Business Days (or in the case
of an Additional Fixed Payment Event that occurs after
the second Business Day prior to the last Fixed Rate
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Payer Payment Date, five Business Days) after the
delivery of a notice by the Calculation Agent to the
parties or by Seller to Buyer stating that the related
Additional Fixed Amount is due and showing in
reasonable detail how such Additional Fixed Amount
was determined; provided that any such notice must
be given on or prior to the fifth Business Day following
the day that is one calendar year after the Effective
Maturity Date.

The occurrence on or after the Effective Date and on
or before the day that is one calendar year after the
Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement
or an Interest Shortfall Reimbursement

With respect to each Additional Fixed Amount
Payment Date, an amount equal to the sum of:

(a) the Writedown Reimbursement Payment
Amount (if any);

(b) the Principal Shortfall Reimbursement
Payment Amount (if any); and

(c) the Interest Shortfall Reimbursement Payment
Amount (if any).

For the avoidance of doubt, each Writedown
Reimbursement Payment Amount, Principal Shortfall
Reimbursement Payment Amount or Interest Shortfall
Reimbursement Payment Amount (as applicable) shall
be calculated using the Applicable Percentage which
takes into account the aggregate adjustment made to
the Applicable Percentage in respect of all Delivery
Dates that have occurred prior to the date of such
calculation.

Additional Fixed Payment
Event:

Additional Fixed Amount:

3. Floating Payments:

Floating Rate Payer:

Floating Rate Payer Payment
Dates:

Confidential Treatment Requested

Seller

In relation to a Floating Amount Event, the first Fixed
Rate Payer Payment Date falling at least two Business
Days (or in the case of a Floating Amount Event that
occurs on the Legal Final Maturity Date or the Final
Amortization Date, the fifth Business Day) after delivery
of a notice by the Calculation Agent to the parties or a
notice by Buyer to Seller that the related Floating
Amount is due and showing in reasonable detail how
such Floating Amount was determined; provided that
any such notice must be given on or prior to the fifth
Business Day following the Effective Maturity Date.
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Floating Payments:

Floating Amount Event

Floating Amount:

If a Floating Amount Event occurs, then on the relevant
Floating Rate Payer Payment Date, Seller will pay the
relevant Floating Amount to Buyer. For the avoidance
of doubt, the Conditions to Settlement are not required
to be satisfied in respect of a Floating Payment.

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment
Date, an amount equal to the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount
(if any).

For the avoidance of doubt, each Writedown Amount,
Principal Shortfall Amount or Interest Shortfall Payment
Amount (as applicable) shall be calculated using the
Applicable Percentage which takes into account the
aggregate adjustment made to the Applicable
Percentage in respect of all Delivery Dates that have
occurred prior to the date of such calculation.
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4. Credit Events and Physical Settlement

Conditions to Settlement: Credit Event Notice

Notifying Party. Buyer

Notice of Physical Settlement

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in Section 3.7
of the Credit Derivatives Definitions;
provided that Servicer Reports in
respect of the Reference Obligation
and, in respect of a Distressed Ratings
Downgrade Credit Event only, any
public communications by any of the
Rating Agencies in respect of the
Reference Obligation shall also be
deemed Public Sources.

Specified Number: I

provided that if the Calculation Agent has previously
delivered a notice to the parties or Buyer has
previously delivered a notice to Seller pursuant to the
definition of "Floating Rate Payer Payment Dates"
above in respect of a Writedown or a Failure to Pay
Principal, the only Condition to Settlement with respect
to any Credit Event shall be a Notice of Physical
Settlement.

The parties agree that with respect to the Transaction
and notwithstanding anything to the contrary in the
Credit Derivatives Definitions:

(a) the Conditions to Settlement may be satisfied
on more than one occasion;

(b) multiple Physical Settlement Amounts may be
payable by Seller;

(c) Buyer, when providing a Notice of Physical
Settlement, must specify an Exercise Amount
and an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise Amount
that is less than the Reference Obligation
Notional Amount as of the date on which such
Notice of Physical Settlement Is delivered
(calculated as though Physical Settlement in
respect of all previously delivered Notices of
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Physical Settlement has occurred in full), the
rights and obligations of the parties under the
Transaction shall continue and Buyer may
deliver additional Notices of Physical
Settlement with respect to the initial Credit
Event or with respect to any additional Credit
Event at any time thereafter; and

(e) any Notice of Physical Settlement shall be
delivered no later than 30 calendar days after
the fifth Business Day following the earlier of
the Effective Maturity Date and the Optional
Step-up Early Termination Date.

Section 3.2(d) of the Credit Derivatives Definitions is
amended to delete the words "that is effective no later
than thirty calendar days after the Event Determination
Date".

Section 3.3 of the Credit Derivatives Definitions is
amended so that the following is added as sub-clause
(d):

*(d) the expfration of any applicable grace period for a
Failure to Pay Principal Credit Event".

The following Credit Events shall apply to the
Transaction (and the first sentence of Section 4.1 of the
Credit Derivatives Definitions shall be amended
accordingly):

Failure to Pay Principal

Writedown

Additional Credit Event (as shown in the relevant
Confirmation).

Reference Obligation Only

Interest Shortfall Payment
Amount:

Interest Shortfall Cap:

Interest Shortfall Cap Amount:

In respect of an Interest Shortfall, the relevant Interest
Shortfall Amount; provided that, if Interest Shortfall Cap is
specified as applicable in the relevant Confirmation and the
Interest Shortfall Amount exceeds the Interest Shortfall Cap
Amount, the Interest Shortfall Payment Amount in respect of
such Interest Shortfall shall be the Interest Shortfall Cap
Amount.

As shown in the relevant Confirmation.

As set out in the Interest Shortfall Cap Annex.
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Actual Interest Amount:

WAC Cap Interest Provision:

Expected Interest Amount:

With respect to any Reference Obligation Payment Date,
payment by or on behalf of the Issuer of an amount in
respect of interest due under the Reference Obligation
(including, without limitation, any deferred interest or default
interest but excluding payments in respect of prepayment
penalties, yield maintenance provisions or principal, except
that the Actual Interest Amount shall include any payment of
principal representing capitalized interest that relates to the
Term of the Transaction) to the holder(s) of the Reference
Obligation in respect of the Reference Obligation.

As shown In the relevant Confirmation.

For this purpose, "WAC Cap" means a weighted average
coupon or weighted average rate cap provision (however
defined in the Underlying Instruments) of the Underlying
Instruments that limits, increases or decreases the interest
rate or interest entitlement in circumstances where the
Underlying Instruments as at the Trade Date and without
regard to any subsequent amendments, do not provide for
any interest shortfall arising as a result of such provision to
be deferred, capitalized or otherwise compensated for at
any future time.

With respect to any Reference Obligation Payment Date, the
amount of current interest that would accrue during the
related Reference Obligation Calculation Period calculated
using the Reference Obligation Coupon on a principal
balance of the Reference Obligation equal to:

(a) the Outstanding Principal Amount taking into
account any reductions due to a principal deficiency
balance or realized loss amount (however described
in the Underlying Instruments) that are attributable
to the Reference Obligation minus

(b) the Aggregate Implied Writedown Amount (if any)

and that will be payable on the related Reference Obligation
Payment Date assuming for this purpose that sufficient
funds are available therefor in accordance with the
Underlying Instruments. Except as provided in (a) in the
previous sentence, the Expected Interest Amount shall be
determined without regard to (i) unpaid amounts in respect
of accrued interest on prior Reference Obligation Payment
Dates, or (ii) any prepayment penalties or yield maintenance
provisions.

The Expected Interest Amount shall be determined:

(x) if WAC Cap Interest Provision is specified as
applicable in the relevant Confirmation, after giving
effect to any WAC Cap; and
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(y) if WAC Cap Interest Provision is specified as not
applicable in the relevant Confirmation, without
giving effect to any WAC Cap; and

in either case without regard to the effect of any provisions
(however described) of such Underlying Instruments that
otherwise permit the limitation of due payments to
distributions of funds available from proceeds of the
Underlying Assets, or that provide for the capitalization or
deferral of interest on the Reference Obligation during the
Term of the Transaction, or that provide for the extinguishing
or reduction of such payments or distributions (each a
"Limitation Provision") (but, for the avoidance of doubt,
taking account of any Writedown within paragraph (1) of the
definition of "Writedown" occurring in accordance with the
Underlying Instruments)4.

For the purposes of calculating the Expected Interest
Amount, and notwithstanding any other provision herein, the
Reference Obligation Coupon shall be deemed to include
any cap stated in the Underlying Instrument that is not a
Limitation Provision and, where WAC Cap Interest Provision
is specified as not applicable in the relevant Confirmation, is
not a WAC Cap.

Interest Shortfall: With respect to any Reference Obligation Payment Date,
either (a) the non-payment of an Expected Interest Amount
or (b) the payment of an Actual Interest Amount that is less
than the Expected Interest Amount.

For the avoidance of doubt, the occurrence of an event
within (a) or (b) shall be determined taking into account any
payment made under the Reference Policy, if applicable.

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date, an
amount equal to the greater of:

(a) zero; and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;
minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference Obligation
Payment Date only, the Interest Shortfall Amount shall be
the amount determined in accordance with (a) and (b) above
multiplied by a fraction equal to:

Note that this will not impact the determination of "Expected Interest Amount" in respect of a Reference Obligation that
does not have a Limitation Provision.
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Interest Shortfall
Reimbursement:

Interest Shortfall
Reimbursement Amount:

Interest Shortfall
Reimbursement Payment
Amount:

(x) the number of days in the first Fixed Rate Payer
Calculation Period; over

(y) the number of days in the first Reference Obligation
Calculation Period.

With respect to any Reference Obligation Payment Date, the
payment by or on behalf of the Issuer of an Actual Interest
Amount in respect of the Reference Obligation that is
greater than the Expected Interest Amount.

With respect to any Reference Obligation Payment Date, the
product of (a) the amount of any Interest Shortfall
Reimbursement on such day and (b) the Applicable
Percentage.

If Interest Shortfall Cap is specified as not applicable in the
relevant Confirmation, the relevant Interest Shortfall
Reimbursement Amount. If Interest Shortfall Cap is specified
as applicable in the relevant Confirmation, the amount
determined pursuant to the Interest Shortfall Cap Annex.

6. Consequences of Step-up of the Reference Obligation Coupon

Step-up provisions:

Step-up:

Non-Call Notification Date:

Non-Call Notice:

Increase of the Fixed Rate:

As shown in the relevant Confirmation.

If the Step-up provisions are applicable, then the following
provisions of this paragraph 6 shall apply.

On any day, an increase in the Reference Obligation
Coupon due to the failure of the Issuer or a third party to
exercise, in accordance with the Underlying Instruments, a
"clean-up call" or other right to purchase, redeem, cancel or
terminate (however described in the Underlying Instruments)
the Reference Obligation.

The date of delivery by the Calculation Agent to the parties
or by Buyer to Seller of a Non-Call Notice.

A notice given by the Calculation Agent to the parties or by
Buyer to Seller that the Reference Obligation has not been
purchased, redeemed, cancelled or terminated by the Issuer
or a third party, in accordance with the Underlying
Instruments, pursuant to a "clean-up call" or other right to
purchase, redeem, cancel or terminate (however described
in the Underlying Instruments) the Reference Obligation,
which failure will result In the occurrence of a Step-up.

Subject to "Optional Step-up Early Termination" below, upon
the occurrence of a Step-up, the Fixed Rate will be
increased by the number of basis points by which the
Reference Obligation Coupon is increased due to the
Step-up, such increase to take effect as of the Fixed Rate
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Optional Step-up Early
Termination:

Payer Payment Date immediately following the fifth
Business Day after the Non-Call Notification Date.

No later than five Business Days after the Non-Call
Notification Date, Buyer shall notify Seller (such notification,
a "Buyer Step-up Notice") whether Buyer wishes to continue
the Transaction at the increased Fixed Rate or to terminate
the Transaction.

If Buyer elects to terminate the Transaction, the date of
delivery of the Buyer Step-up Notice shall be the Scheduled
Termination Date (such date, the "Optional Step-up Early
Termination Date") and in such case "Increase of the Fixed
Rate" in this paragraph 6 shall not apply.

No amount shall be payable by either party in respect of the
Optional Step-up Early Termination Date other than any
Fixed Amount, Additional Fixed Amount, Floating Amount or
Physical Settlement Amount calculated in accordance with
the terms hereof. For the avoidance of doubt, the obligation
of a party to pay any amount that has become due and
payable under the Transaction and remains unpaid as at the
Optional Step-up Early Termination Date shall not be
affected by the occurrence of the Optional Step-up Early
Termination Date.

If Buyer fails to deliver the Buyer Step-up Notice by the fifth
Business Day after the Non-Call Notification Date, Buyer
shall be deemed to have elected to continue the Transaction
at the increased Fixed Rate as described under "Increase of
the Fixed Rate".

If Buyer elects, or is deemed to have elected, to continue
the Transaction at the increased Fixed Rate, the
Transaction shall continue.

7. Settlement Terms

Settlement Method: Physical Settlement

Terms Relating to Physical Settlement:

Physical Settlement Period:

Deliverable Obligations:

Deliverable Obligations:

Physical Settlement Amount:

Five Business Days

Exclude Accrued Interest

Deliverable Obligation Category: Reference Obligation
Only

An amount equal to:

(a) the product of the Exercise Amount and the
Reference Price; minus
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(b) the sum of:

(i) if the Aggregate Implied Writedown
Amount is greater than zero, the product of
(A) the Aggregate Implied Writedown
Amount, (B) the Applicable Percentage,
each as determined immediately prior to
the relevant Delivery and (C) the relevant
Exercise Percentage; and

(III the product of (A) the aggregate of all
Writedown Amounts in respect of
Writedowns within paragraph (i)(B) of the
definition of "Writedown" minus the
aggregate of all Writedown
Reimbursement Amounts in respect of
Writedown Reimbursements within
paragraph (ii)(B) of the definition of
"Writedown Reimbursement" and (B) the
relevant Exercise Percentage;

provided that if the Physical Settlement Amount would
exceed the product of:

(1) the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical
Settlement is delivered calculated as though
Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has
occurred in full; and

(2) the Exercise Percentage;

then the Physical Settlement Amount shall be deemed to
be equal to such product.

Delayed Payment: With respect to a Delivery Date, if a Servicer Report that
describes a Delayed Payment is delivered to holders of the
Reference Obligation or to the Calculation Agent on or
after such Delivery Date, Buyer will pay the applicable
Delayed Payment Amount to Seller no later than five
Business Days following the later of (a) the day on which
such Servicer Report is delivered and (b) the day on which
such Delayed Payment is due and payable.

Escrow. Applicable

Non-delivery by Buyer or If Buyer has delivered a Notice of Physical Settlement and:
occurrence of the Effective
Maturity Date: (a) Buyer does not Deliver in full the Deliverable

Obligations specified in that Notice of Physical
Settlement on or prior to the Physical Settlement
Date; or
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(b) the Effective Maturity Date occurs after delivery of
the Notice of Physical Settlement but before Buyer
Delivers the Deliverable Obligations specified in
that Notice of Physical Settlement;

then such Notice of Physical Settlement shall be deemed
not to have been delivered and any reference in these
CDS on MBS Terms to a previously delivered Notice of
Physical Settlement shall exclude any Notice of Physical
Settlement that is deemed not to have been delivered.
Sections 9.2(c)(ii) (except for the first sentence thereof),
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives
Definitions shall not apply.

8. Additional Provisions:

(a) Delivery of Servicer Report

If either party makes a request in writing, the Calculation Agent agrees to provide such party with
a copy of the most recent Servicer Report promptly following receipt of such request, if and to the
extent such Servicer Report is reasonably available to the Calculation Agent (whether or not the
Calculation Agent is a holder of the Reference Obligation). In addition, if a Floating Payment or an
Additional Fixed Payment is due hereunder, then the Calculation Agent or the party that notifies
the other party that the relevant Floating Payment or Additional Fixed Payment is due, as
applicable, (the "Notifying Party") shall deliver a copy of any Servicer Report relevant to such
payment that is requested by the party that is not the Notifying Party or by either party where the
Notifying Party is the Calculation Agent, If and to the extent that such Servicer Report is
reasonably available to the Notifying Party (whether or not the Notifying Party is a holder of the
Reference Obligation).

(b) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating (i) the Fixed Amount
payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating Amount Event
and the related Floating Amount and (iii) the occurrence of an Additional Fixed Payment Event
and the related Additional Fixed Amount; provided that notwithstanding the above, each of Buyer
and Seller shall be entitled to determine and calculate the above amounts to the extent that Buyer
or Seller, as applicable, has the right to deliver a notice to the other party demanding payment of
such amount. The Calculation Agent or Buyer or Seller, as applicable, shall make such
determinations and calculations based solely on the basis of the Servicer Reports, to the extent
such Servicer Reports are reasonably available to the Calculation Agent or such party. The
Calculation Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any
of the determinations or calculations specified in (i) and (ii) above, notify the parties or the other
party, as applicable, of such determinations and calculations. For the avoidance of doubt, if an
Interest Shortfall Amount is not explicitly set out in the Servicer Report but the Calculation Agent
determines that an Interest Shortfall has occurred on the basis of information in such Servicer
Report, then the relevant Interest Shortfall Amount shall be calculated by the Calculation Agent
on the basis of such information.5

(c) Adjustment of Calculation Agent Determinations

This is intended to cover any situation in which the Servicer Report does not report on Interest Shortfalls.
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To the extent that a Servicer furnishes any Servicer Reports correcting information contained in
previously issued Servicer Reports, and such corrections impact calculations pursuant to the
Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by the
Calculation Agent to reflect the corrected information (provided that, for the avoidance of doubt,
no amounts in respect of interest shall be payable by either party and provided that the
Calculation Agent in performing the calculations pursuant to this paragraph will assume that no
interest has accrued on any adjusted amount), and the Calculation Agent shall promptly notify
both parties of any corrected payments required by either party. Any required corrected payments
shall be made within five Business Days of the day on which such notification by the Calculation
Agent is effective.

9. Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as
Section 3(a)(iv) of the form of Novation Agreement set forth in Exhibit E to the Credit Derivatives
Definitions to the Reference Entity shall be deemed to be references to both the Reference Entity
and the insurer in respect of the Reference Policy, if applicable.

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit Derivatives
Definitions shall be amended by (i) inserting the words "the Insurer in respect of the
Reference Policy, if applicable" at the end of subparagraph (a)(ii)(A) thereof, (ii) inserting
the words ", servicer, sub-servicer, master servicer" before the words "or paying agent" in
subparagraph (a)(ii)(B) thereof and (iii) deleting the word "or" at the end of subparagraph
(a)(iii) thereof and inserting at the end of subparagraph (a)(iv) thereof the following: "or (v)
is information contained in a notice or on a website published by an internationally
recognized rating agency that has at any time rated the Reference Obligation".

(ii) The definition of "Physical Settlement" in Section 8.1 of the Credit Derivatives Definitions
shall be amended by (i) deleting the words "Physical Settlement Amount" from the last
line of the second paragraph thereof and (i) inserting in lieu thereof the words "Exercise
Amount".

(iii) The definition of "Physical Settlement Date" in Section 8.4 of the Credit Derivatives
Definitions shall be amended by deleting the last sentence thereof.

(c) For the purposes of the Transaction only, the following terms have the meanings given below:

"Actual Principal Amount" means, with respect to the Final Amortization Date or the Legal Final
Maturity Date, an amount paid on such day by or on behalf of the Issuer in respect of principal
(excluding any amount representing capitalized interest that relates to the Term of the
Transaction) to the holder(s) of the Reference Obligation in respect of the Reference Obligation.

"Aggregate Implied Writedown Amount" means the greater of (i) zero and (ii) the aggregate of all
Implied Writedown Amounts minus the aggregate of all Implied Writedown Reimbursement
Amounts.

"Current Factor" means the factor of the Reference Obligation as specified in the most recent
Servicer Report; provided that if the factor is not specified in the most recent Servicer Report or
the factor specified includes deferred or capitalized interest that relates to the Term of the
Transaction, then the Current Factor shall be the ratio equal to (i) the Outstanding Principal
Amount as of such date, determined in accordance with the most recent Servicer Report over
(ii) the Original Principal Amount.
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"Current Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, an amount determined as of the last day of such Reference Obligation
Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of:

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the Pari Passu Amount plus the
Senior Amount minus the aggregate outstanding asset pool balance securing the
payment obligations on the Reference Obligation (all such outstanding asset pool
balances as obtained by the Calculation Agent from the most recently dated
Servicer Report available as of such day), calculated based on the face amount
of the assets then in such pool, whether or not any such asset is performing.

"Delayed Paymenr means, with respect to a Delivery Date, a Principal Payment, Principal Shortfall
Reimbursement or a Writedown Reimbursement within paragraph (i) of the definition of "Writedown
Reimbursement" that is described in a Servicer Report delivered to holders of the Reference Obligation or
to the Calculation Agent on or after such Delivery Date.

"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation as of a date
prior to a Delivery Date are paid a Delayed Payment on or after such Delivery Date, an amount equal to
the product of (i) the sum of all such Delayed Payments, (ii) the Reference Price, (iii) the Applicable
Percentage immediately prior to such Delivery Date and (iv) the Exercise Percentage.

"Distressed Ratings Downgrade" means that the Reference Obligation:

(i) if publicly rated by Moody's, (A) is downgraded to "Caa2" or below by Moody's or (B) has the
rating assigned to it by Moody's withdrawn and, in either case, not reinstated within five Business
Days of such downgrade or withdrawal; provided that if such Reference Obligation was assigned
a public rating of "Baa3" or higher by Moody's immediately prior to the occurrence of such
withdrawal, it shall not constitute a Distressed Ratings Downgrade if such Reference Obligation is
assigned a public rating of at least "Caal" by Moody's within three calendar months after such
withdrawal; or

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC" or below by Standard & Poor's
or (B) has the rating assigned to it by Standard & Poor's withdrawn and, in either case, not
reinstated within five Business Days of such downgrade or withdrawal; provided that if such
Reference Obligation was assigned a public rating of "BBB-" or higher by Standard & Poor's
immediately prior to the occurrence of such withdrawal, it shall not constitute a Distressed
Ratings Downgrade if such Reference Obligation is assigned a public rating of at least "CCC+" by
Standard & Poor's within three calendar months after such withdrawal; or

(iii) if publicly rated by Fitch, (A) is downgraded to "CCC" or below by Fitch or (B) has the rating
assigned to it by Fitch withdrawn and, in either case, not reinstated within five Business Days of
such downgrade or withdrawal; provided that if such Reference Obligation was assigned a public
rating of "BBB-" or higher by Fitch immediately prior to the occurrence of such withdrawal, it shall
not constitute a Distressed Ratings Downgrade if such Reference Obligation is assigned a public
rating of at least "CCC+" by Fitch within three calendar months after such withdrawal.
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"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the Final
Amortization Date.

"Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of Physical
Settlement relates equal to the product of (I) the original face amount of the Reference Obligation to be
Delivered by Buyer to Seller on the applicable Physical Settlement Date; and (ii) the Current Factor as of
such date. The Exercise Amount to which a Notice of Physical Settlement relates shall (A) be equal to or
less than the Reference Obligation Notional Amount (determined, for this purpose, without regard to the
effect of any Writedown or Writedown Reimbursement within paragraphs (i)(B) or (iii) of "Writedown" or

paragraphs (ii)(B) or (iii) of "Writedown Reimbursement", respectively) as of the date on which the
relevant Notice of Physical Settlement is delivered calculated as though the Physical Settlement of all

previously delivered Notices of Physical Settlement has occurred in full and (B) not be less than the
lesser of (1) the Reference Obligation Notional Amount as of the date on which the relevant Notice of

Physical Settlement is delivered calculated as though Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has occurred in full and (2) USD100,000. The cumulative

original face amount of Deliverable Obligations specified in all Notices of Physical Settlement shall not at
any time exceed the Initial Face Amount. For the avoidance of doubt: (a) if any capitalization or deferral
of interest in respect of the Reference Obligation has occurred during the Term of the Transaction and
has not been recovered by holders of the Reference Obligation pursuant to the terms of the Underlying
Instruments, then, for the purpose of determining the amount of Deliverable Obligations to be Delivered,
the Exercise Amount (determined above by reference to the original face amount) will represent an

outstanding principal balance of the Reference Obligation to be Delivered by Buyer that includes the

proportion of unrecovered interest attributable to the Reference Obligation to be Delivered and (b)
notwithstanding the foregoing, the Physical Settlement Amount payable by Seller in relation to such
Exercise Amount shall not include any amount in respect of such unrecovered interest.

"Exercise Percentage" means, with respect to a Notice of Physical Settlement, a percentage equal to the

original face amount of the Deliverable Obligations specified in such Notice of Physical Settlement divided

by an amount equal to (i) the Initial Face Amount minus (ii) the aggregate of the original face amount of

all Deliverable Obligations specified in all previously delivered Notices of Physical Settlement.

"Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal Final

Maturity Date, an amount equal to (i) the Outstanding Principal Amount of the Reference Obligation

payable on such day (excluding any amount representing capitalized interest that relates to the Term of

the Transaction) assuming for this purpose that sufficient funds are available for such payment, where

such amount shall be determined in accordance with the Underlying Instruments, minus (ii) the sum of (A)
the Aggregate Implied Writedown Amount (if any) and (B) the net aggregate principal deficiency balance

or realized loss amounts (however described in the Underlying Instruments) that are attributable to the

Reference Obligation. The Expected Principal Amount shall be determined without regard to the effect of

any provisions (however described) of the Underlying Instruments that permit the limitation of due

payments or distributions of funds in accordance with the terms of such Reference Obligation or that

provide for the extinguishing or reduction of such payments or distributions.

"Failure to Pay Principal" means (i) a failure by the Reference Entity (or any Insurer) to pay an Expected

Principal Amount on the Final Amortization Date or the Legal Final Maturity Date, as the case may be, or
(ii) payment on any such day of an Actual Principal Amount that is less than the Expected Principal
Amount; provided that the failure by the Reference Entity (or any Insurer) to pay any such amount in

respect of principal in accordance with the foregoing shall not constitute a Failure to Pay Principal if such

failure has been remedied within any grace period applicable to such payment obligation under the

Underlying Instruments or, if no such grace period is applicable, within three Business Days after the day
on which the Expected Principal Amount was scheduled to be paid.

"Final Amortization Date" means the first to occur of (i) the date on which the Reference Obligation

Notional Amount is reduced to zero and (ii) the date on which the assets securing the Reference

Obligation or designated to fund amounts due in respect of the Reference Obligation are liquidated,
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distributed or otherwise disposed of in full and the proceeds thereof are distributed or otherwise disposed
of in full.

"Fitch" means Fitch Ratings or any successor to its rating business.

"Implied Writedown Amount" means, (i) if the Underlying Instruments do not provide for writedowns,
applied losses, principal deficiencies or realized losses as described in (i) of the definition of 'Writedown"
to occur in respect of the Reference Obligation, on any Reference Obligation Payment Date, an amount
determined by the Calculation Agent equal to the excess, if any, of the Current Period Implied Writedown
Amount over the Previous Period Implied Writedown Amount, in each case in respect of the Reference
Obligation Calculation Period to which such Reference Obligation Payment Date relates, and (ii) in any
other case, zero.

"Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by '(Ii) the Pari
Passu Amount.

"Implied Writedown Reimbursement Amount" means, (i) if the Underlying Instruments do not provide for
writedowns, applied losses, principal deficiencies or realized losses as described in (i) of the definition of
"Writedown" to occur in respect of the Reference Obligation, on any Reference Obligation Payment Date,
an amount determined by the Calculation Agent equal to the excess, if any, of the Previous Period
Implied Writedown Amount over the Current Period Implied Writedown Amount, in each case in respect of
the Reference Obligation Calculation Period to which such Reference Obligation Payment Date relates,
and (ii) in any other case, zero, provided that the aggregate of all Implied Writedown Reimbursement
Amounts at any time shall not exceed the Outstanding Principal Amount.

"Legal Final Maturity Date" means the date set out in paragraph I above (subject, for the avoidance of
doubt, to any business day convention applicable to the legal final maturity date of the Reference
Obligation), provided that if the legal final maturity date of the Reference Obligation is amended, the Legal
Final Maturity Date shall be such date as amended.

"Moody's" means Moody's Investors Service, Inc. or any successor to its rating business.

"Outstanding Principal Amount" means, as of any date of determination with respect to the Reference
Obligation, the outstanding principal balance of the Reference Obligation as of such date, which shall
take into account:

(i) all payments of principal;

(ii) all writedowns or applied losses (however described in the Underlying Instruments) resulting in a
reduction in the outstanding principal balance of the Reference Obligation (other than as a result
of a scheduled or unscheduled payment of principal);

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant to an amendment
to the Underlying Instruments resulting in a reduction in the outstanding principal balance of the
Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this definition;
and

(v) any increase in the outstanding principal balance of the Reference Obligation that reflects a
reversal of any prior reductions described in (ii) and (iii) of this definition; and

(vi) any increase in the outstanding principal balance of the Reference Obligation that is attributable
to the deferral or capitalization of interest prior to the Effective Date.
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For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion of the
outstanding principal balance of the Reference Obligation that is attributable to the deferral or
capitalization of interest during the Term of this Transaction.

"Par Passu Amount" means, as of any date of determination, the aggregate of the Outstanding Principal
Amount of the Reference Obligation and the aggregate outstanding principal balance of all obligations of
the Reference Entity secured by the Underlying Assets and ranking pari passu in priority with the
Reference Obligation.

"Previous Period Implied Writedown Amount" means, in respect of a Reference Obligation Calculation
Period, the Current Period Implied Writedown Amount as determined in relation to the last day of the
immediately preceding Reference Obligation Calculation Period.

"Principal Payment" means, with respect to any Reference Obligation Payment Date, the occurrence of a

payment of an amount to the holders of the Reference Obligation in respect of principal (scheduled or
unscheduled) in respect of the Reference Obligation other than a payment in respect of principal
representing capitalized interest that relates to the Term of the Transaction, excluding, for the avoidance
of doubt, any Writedown Reimbursement or Interest Shortfall Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date, an amount

equal to the product of (i) the amount of any Principal Payment on such date and (ii) the Applicable
Percentage.

"Principal Shortfall Amount" means, in respect of a Failure to Pay Principal, an amount equal to the
greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the Actual Principal Amount;

(B) the Applicable Percentage; and

(C) the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional Amount
immediately prior to the occurrence of such Failure to Pay Principal, then the Principal Shortfall Amount

shall be deemed to be equal to the Reference Obligation Notional Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to any day, the payment by or on behalf of the

Issuer of an amount in respect of the Reference Obligation in or toward the satisfaction of any deferral of

or failure to pay principal arising from one or more prior occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of (i) the amount

of any Principal Shortfall Reimbursement on such day, (ii) the Applicable Percentage and (iii) the
Reference Price.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional Fixed Amount

Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in respect of all Principal
Shortfall Reimbursements (if any) made during the Reference Obligation Calculation Period relating to
such Additional Fixed Amount Payment Date, provided that the aggregate of all Principal Shortfall

Reimbursement Payment Amounts at any time shall not exceed the aggregate of all Floating Amounts

paid by Seller in respect of occurrences of Failure to Pay Principal prior to such Additional Fixed Amount

Payment Date.
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'Rating Agencies" means Fitch, Moody's and Standard & Poor's.

'Reference Obligation Calculation Period' means, with respect to each Reference Obligation Payment
Date, a period corresponding to the interest accrual period relating to such Reference Obligation Payment
Date pursuant to the Underlying Instruments.

"Reference Obligation Coupon" means the periodic interest rate applied in relation to each Reference
Obligation Calculation Period on the related Reference Obligation Payment Date, as determined in
accordance with the terms of the Underlying Instruments as at the Effective Date, without regard to any
subsequent amendment.

"Reference Obligation Payment Date" means (i) each scheduled distribution date for the Reference
Obligation occurring on or after the Effective Date and on or prior to the Scheduled Termination Date,
determined in accordance with the Underlying Instruments and (ii) any day after the Effective Maturity
Date on which a payment is made in respect of the Reference Obligation.

"Relevant Amount" means, if a Servicer Report that describes a Principal Payment, Writedown or
Writedown Reimbursement (other than a Writedown Reimbursement within paragraph (i) of "Writedown
Reimbursement"), in each case that has the effect of decreasing or increasing the interest-accruing
principal balance of the Reference Obligation as of a date prior to a Delivery Date but such Servicer
Report is delivered to holders of the Reference Obligation or to the Calculation Agent on or after such
Delivery Date, an amount equal to the product of (i) the sum of any such Principal Payment (expressed
as a positive amount), Writedown (expressed as a positive amount) or Writedown Reimbursement
(expressed as a negative amount), as applicable; (ii) the Reference Price; (iii) the Applicable Percentage
immediately prior to such Delivery Date; and (iv) the Exercise Percentage.

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all obligations of
the Reference Entity secured by the Underlying Assets and ranking senior in priority to the Reference
Obligation.

"Servicer" means any trustee, servicer, sub-servicer, master servicer, fiscal agent, paying agent or other
similar entity responsible for calculating payment amounts or providing reports pursuant to the Underlying
Instruments.

"Servicer Reports" means periodic statements or reports regarding the Reference Obligation provided by
the Servicer to holders of the Reference Obligation.

"Standard & Poor's" means Standard & Poor's Rating Services, a division of The McGraw-Hill
Companies, Inc. or any successor to its rating business.

"Underlying Assets" means the assets securing the Reference Obligation for the benefit of the holders of
the Reference Obligation and which are expected to generate the cashflows required for the servicing
and repayment (in whole or in part) of the Reference Obligation, or the assets to which a holder of such
Reference Obligation is economically exposed where such exposure is created synthetically.

"Underlying Instruments" means the indenture, trust agreement, pooling and servicing agreement or other

relevant agreement(s) setting forth the terms of the Reference Obligation.

"Writedown" means the occurrence at any time on or after the Effective Date of:

(i) (A) a writedown or applied loss (however described in the Underlying Instruments) resulting
in a reduction in the Outstanding Principal Amount (other than as a result of a scheduled
or unscheduled payment of principal); or
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(B) the attribution of a principal deficiency or realized loss (however described in the
Underlying Instruments) to the Reference Obligation resulting in a reduction or
subordination of the current interest payable on the Reference Obligation;

(ii) the forgiveness of any amount of principal by the holders of the Reference Obligation pursuant to
an amendment to the Underlying instruments resulting in a reduction in the Outstanding Principal
Amount; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal deficiencies
or realized losses as described in (i) above to occur in respect of the Reference Obligation, an

Implied Writedown Amount being determined in respect of the Reference Obligation by the
Calculation Agent.

"Writedown Amount" means, with respect to any day, the product of (i) the amount of any Writedown on

such day, (ii) the Applicable Percentage and (iii) the Reference Price.

"Writedown Reimbursement" means, with respect to any day, the occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference Obligation in

reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of the
Reference Obligation to reflect the reversal of any prior Writedowns; or

(B) a decrease in the principal deficiency balance or realized loss amounts (however
. described in the Underlying Instruments) attributable to the Reference Obligation; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal deficiencies

or realized losses as described in (ii) above to occur in respect of the Reference Obligation, an
Implied Writedown Reimbursement Amount being determined in respect of the Reference

Obligation by the Calculation Agent

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the product of:

(I) the sum of all Writedown Reimbursements on that day;

(ii) the Applicable Percentage; and

(iii) the Reference Price.

"Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed Amount

Payment Date, the sum of the Writedown Reimbursement Amounts in respect of all Writedown

Reimbursements (if any) made during the Reference Obligation Calculation Period relating to such

Additional Fixed Amount Payment Date, provided that the aggregate of all Writedown Reimbursement

Payment Amounts at any time shall not exceed the aggregate of all Floating Amounts paid by Seller in

respect of Writedowns occurring prior to such Additional Fixed Amount Payment Date.
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Interest Shortfall Cap Annex

If Interest Shortfall Cap is specified as applicable in the relevant Confirmation, then the following
provisions will apply.

Interest Shortfall Cap Basis:

Interest Shortfall Cap Amount:

Interest Shortfall
Compounding:

Interest Shortfall
Reimbursement Payment
Amount:

Confidential Treatment Requested

As shown in the relevant Confirmation.

If the Interest Shortfall Cap Basis is Fixed Cap, the Interest
Shortfall Cap Amount in respect of an Interest Shortfall shall
be the Fixed Amount calculated in respect of the Fixed Rate
Payer Payment Date immediately following the Reference
Obligation Payment Date on which the relevant Interest
Shortfall occurred.

If the Interest Shortfall Cap Basis is Variable Cap, the
Interest Shortfall Cap Amount applicable in respect of a
Floating Rate Payer Payment Date shall be an amount
equal to the product of:

(a) the sum of the Relevant Rate and the Fixed Rate
applicable to the Fixed Rate Payer Calculation
Period immediately preceding the Reference
Obligation Payment Date on which the relevant
Interest Shortfall occurs;

(b) the amount determined by the Calculation Agent
under sub-clause (b) of the definition of "Fixed
Amount" in relation to the relevant Fixed Rate Payer
Payment Date; and

(c) the actual number of days in such Fixed Rate Payer
Calculation Period divided by 360.

As shown in the relevant Confirmation.

If Interest Shortfall Cap is specified as applicable in the
relevant Confirmation, then with respect to the first
Additional Fixed Amount Payment Date, zero, and with
respect to any subsequent Additional Fixed Amount
Payment Date and calculated as of the Reference
Obligation Payment Date immediately preceding such
Additional Fixed Amount Payment Date, as specified by the
Calculation Agent in its notice to the parties or by Seller in
its notice to Buyer of the existence of an Interest Shortfall
Reimbursement, an amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall
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Payment Amount as of the
Additional Fixed Amount Payment
Date immediately preceding such
Reference Obligation Payment
Date; and

(B) either

(1) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor for
the Fixed Rate Payer
Calculation Period
immediately preceding such
Additional Fixed Amount
Payment Date (or 1.0 in
respect of any Additional
Fixed Amount Payment
Date occurring after the
final Fixed Rate Payer
Payment Date); or

(2) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

minus

(ii) the Cumulative Interest Shortfall Amount as of such
Reference Obligation Payment Date;

provided that if the Interest Shortfall Reimbursement
Payment Amount on an Additional Fixed Amount Payment
Date would exceed the Interest Shortfall Reimbursement
Amount in respect of the related Reference Obligation
Payment Date, then such Interest Shortfall Reimbursement
Payment Amount shall be deemed to be equal to such
Interest Shortfall Reimbursement Amount.

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date, an
Amount: amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as
of the Reference Obligation Payment Date
immediately preceding such Reference
Obligation Payment Date or, in the case of
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the first Reference Obligation Payment
Date, zero; plus

(ii) the Interest Shortfall Amount (if any) in
respect of such Reference Obligation
Payment Date; plus

(iii) either

(A) if Interest Shortfall Compounding is
specified as applicable in the
relevant Confirmation, an amount
determined by the Calculation
Agent as the amount of interest that
would accrue on the Cumulative
Interest Shortfall Amount
immediately preceding such
Reference Obligation Payment Date
during the related Reference
Obligation Calculation Period
pursuant to the Underlying
Instruments or, in the case of the
first Reference Obligation Payment
Date, zero; or

(B) if Interest Shortfall Compounding is
specified as not applicable in the
relevant Confirmation, 0; minus

(iv) the Interest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Amount shall be multiplied by a fraction
equal to (a) the Applicable Percentage immediately following
such Delivery divided by (b) the Applicable Percentage
immediately prior to such Delivery- provided, however, that if
more than one Delivery is made during a Reference
Obligation Calculation Period, the Cumulative Interest
Shortfall Amount calculated as of the Reference Obligation
Payment Date occurring immediately after such Reference
Obligation Calculation Period shall be multiplied by a
fraction equal to (a) the Applicable Percentage immediately
following the final Delivery made during such Reference
Obligation Calculation Period over (b) the Applicable
Percentage immediately prior to the first Delivery made
during such Reference Obligation Calculation Period.

Cumulative Interest Shortfall The Cumulative Interest Shortfall Payment Amount with
Payment Amount: respect to any Fixed Rate Payer Payment Date and any

Additional Fixed Amount Payment Date failing on such
Fixed Rate Payer Payment Date shall be an amount equal
to the greater of:
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(a) zero; and

Confidential Treatment Requested

(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment
Amount for the Reference
Obligation Payment Date
corresponding to such Fixed Rate
Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest
Shortfall Payment Amount
as of the Fixed Rate Payer
Payment Date immediately
preceding such Fixed Rate
Payer Payment Date (or
zero in the case of the first
Fixed Rate Payer Payment
Date); and

(2) either:

(AA) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor; or

(BB) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation. 1;

minus

(ii) any Interest Shortfall Reimbursement Payment
Amount paid on such Fixed Rate Payer Payment
Date.

With respect to any Additional Fixed Amount Payment Date
falling after the final Fixed Rate Payer Payment Date, the
Cumulative Interest Shortfall Payment Amount shall be
equal to:

(x) the Cumulative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate
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Payer Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring
after the final Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment
Amount paid on such Additional Fixed Amount
Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Payment Amount shall be multiplied by a
fraction equal to (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery; provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Payment Amount calculated as of the
Reference Obligation Payment Date occurring immediately
after such Reference Obligation Calculation Period shall be
multiplied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made
during such Reference Obligation Calculation Period and (b)
the Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation Calculation
Period.

Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an
Payment Compounding Factor: amount equal to the sum of:

(a) 1.0;

plus

(b) the product of:

(i) the sum of (A) the Relevant Rate plus (B)
the Fixed Rate; and

(ii) the actual number of days in such Fixed
Rate Payer Calculation Period divided by
360;

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period, the
Floating Rate, expressed as a decimal number with seven
decimal places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this
paragraph;
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(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period' for purposes of such
determination; and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate
Source;

(ii) - the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the Effective
Maturity Date to and including the Termination Date.

As shown in the relevant Confirmation.
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Schedule

Form of Novation Confirmation

[Headed paper of Party A]

NOVATION CONFIRMATION

for use with the ISDA Standard Terms Supplement for use with Credit Derivative Transaction on

Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement as published by the International
Swaps and Derivatives Association, Inc.

Date:

To: [Name and Address or Facsimile Number of Party B and Party C]

From: [Party A]

Re: Novation Transaction

Dear :

The purpose of this [facsimile][Ietter] is to confirm the terms and conditions of the Novation

Transaction entered into between the parties and effective from the Novation Date specified below. This

Novation Confirmation constitutes a "Confirmation" as referred to in the New Agreement specified below.

1. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the
"Definitions"), the terms and provisions of the 2003 ISDA Credit Derivatives Definitions (the "Credit

Derivatives Definitions"), as published by the Intemational Swaps and Derivatives Association, Inc. and

amended from time to time and the Annex hereto are each incorporated in this Novation Confirmation. In

the event of any inconsistency between (i) the Definitions (as amended by the Annex hereto), (ii) the
Credit Derivatives Definitions andlor (iii) the Novation Agreement (as amended by the Annex hereto), this

Novation Confirmation will govern.

2. The terms of the Novation Transaction to which this Novation Confirmation relates are as

follows:

[Novation Trade Date:]
Novation Date:
Novated Percentage:
[Transferor][Transferor 1 (and notwithstanding Section 1.5 of the Definitions)]:
[Transferor 2 (and notwithstanding Section 1.5 of the Definitions)]:
[Transferee][Transferee 1]:
[Remaining Party (and notwithstanding Section 1.6 of the Definitions)][Transferee 2 (and
notwithstanding Section 1.6 of the Definitions)]:
[New Agreement (between [Transferee 1 and Transferee ISDA Master Agreement [dated as

2][Transferee and Remaining Party])]: of ][as per Section 1.11 of the
Definitions) subject to [English law][the
laws of the State of New York]
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3. The terms of each Old Transaction to which this Novation Confirmation relates[, for
identification purposes, are as follows:][shall be specified in the copy of the Old Confirmation attached
hereto as Exhibit A.]

Reference Entity:
Reference Obligation:
Trade Date of Old Transaction:
Effective Date of Old Transaction:
Applicable Percentage of Old Transaction:
Scheduled Termination Date of Old
Transaction:

4. The terms of each New Transaction to which this Novation Confirmation relates [are as
follows:][shall be specified in Section[s] _ [,andj of] the copy of the Old Confirmation attached
hereto as Exhibit A.][shall be specified in the New Confirmation attached hereto as Exhibit [A][B]].

Full First Calculation Period Applicable, [commencing on [ ]]
[commencing on [ ], with respect to any
amounts to be paid by the Transferee,
and [ ], with respect to any amounts to
be paid by the Remaining Party.

5. Other Provisions: [[Additional Provisions relating to the New Transaction][Credit Support
Documents relating to the New Transaction]]:

6. Miscellaneous Provisions: [Non-Reliance][ ]

7. Notice Details:

Telephone and/or Facsimile Numbers for Notices:
Transferee:
Remaining Party:

8. [The parties confirm their acceptance to be bound by this Novation Confirmation as of the

Novation Date by executing a copy of this Novation Confirmation and retuming it to us]. The Transferor,
by its execution of a copy of this Novation Confirmation, agrees to the terms of the Novation Confirmation
as it relates to each Old Transaction. The Transferee, by its execution of a copy of this Novation
Confirmation, agrees to the terms of the Novation Confirmation as it relates to each New Transaction.].

9. The Remaining Party and the Transferee agree that, notwithstanding any provision in the

Old Transaction to which this Novation Confirmation relates, all rights of the Remaining Party and the

Transferor in respect of Floating Amounts and Additional Fixed Amounts that arose before the Novation

Date shall be deemed to have been exercised and all obligations of such parties in respect of such events

that have arisen or are deemed to have arisen shall be deemed to have been satisfied in full, in each

case solely for the purposes of determining the rights and obligations of the Remaining Party and the

Transferee under the New Transaction. Nothing in this paragraph shall affect the rights or obligations of

the Remaining Party or the Transferor under the Old Transaction.
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(Name of Remaining Party)

By ................ .........
Name:
Title:
Date:

(Name of Transferee)

By: .....................
Name: ....... .........
Title: ......... .........
Date: ............ .........

(Name of Transferor)

By: ......................
Name:
Title:
Date:
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Annex

1. Section 2(a) of the Novation Agreement shall be deemed to be amended as follows:

(a) by the insertion of "(I)" after the words "with respect to" in the fifth line thereof; and

(b) by the addition of the following at the end thereof:

"and any rights or obligations arising in respect of Floating Amount Events or Additional
Fixed Amount Events, in each case in respect of which the Remaining Party or the
Transferor (each an "Original Party"), as applicable, had the right to deliver a notice
pursuant to the terms of the Old Transaction but such notice was not delivered by that
party or the Calculation Agent prior to the Novation Date (each an "Excluded Event")
provided that the rights of the Original Parties to deliver a notice in respect of an
Excluded Event pursuant to the Old Transaction shall expire on the 60thcalendar day
following the Novation Date."

2. Section 2(b) of the Novation Agreement shall be deemed to be amended by the addition of the
following after the words "Novation Date," in the last line thereof:

"but excluding any rights or obligations in respect of Excluded Events,"

3. The definition of "Novated Amount" in Section 1.18 of the Definitions shall be replaced by the
following definition of "Novated Percentage":

""Novated Percentage" means the portion of the Applicable Percentage of the Old
Transaction that is the subject of the Novation Transaction. If the Novated Percentage is
less than 100% of the Applicable Percentage of the Old Transaction, the Old Transaction
shall remain in full force and effect but all future payments, deliveries and calculations
thereunder shall be based on an Applicable Percentage that has been reduced by the
relevant Novated Percentage."

Each reference to Novated Amount" in the Definitions and the Novation Agreement shall be
deemed to be a reference to "Novated Percentage".

4. Section 2.1(a)(iil)(D)(i) of the Definitions shall not apply.
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SCHEDULE H

FORM OF CONFIRMATION FOR ABX TRANCHE SECURITIES

Deutsche Bank AG 0

DATE: [Date]

TO: Gemstone CDO VII Ltd.
Facsimile No: [number]

FROM: Deutsche Bank AG, acting through its London Branch

SUBJECT: ABX [specify series, tranche and version, if any] Transaction

REF NO: [ ]

The purpose of this communication (this "Confirmation") is to set forth the terms and conditions of

the Master Transaction (as defined in the ABX Standard Terms (as defined below)) relating to residential

mortgage-backed security reference obligations entered into between you Gemstone CDO VII Ltd. ("Party

B") and us Deutsche Bank AG, acting through its London Branch ("Party A"). This Confirmation

constitutes a "Confirmation" as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions, as

published by the International Swaps and Derivatives Association, Inc. (the "Credit Derivatives

Definitions"), and the ABX Transactions Standard Terms Supplement, as published by CDS IndexCo LLC

on January 19, 2006 (the "ABX Standard Terms"), are incorporated into this Confirmation. In the event of

any inconsistency between the Credit Derivatives Definitions or the .ABX Standard Terms and this

Confirmation, this Confirmation will govern. In the event of any inconsistency between the ABX Standard

Terms and the Credit Derivatives Definitions, the ABX Standard Terms will govem.

This Confirmation supplements, forms a part of and is subject to the 1992 ISDA Master

Agreement (Multicurrency - Cross Border) and the Schedule thereto, dated as of [ J, as amended and

supplemented from time to time (the "Master Agreement"), between Party A and Party B. All provisions

contained in, or incorporated by reference in, the Master Agreement shall govern this Confirmation except
as expressly modified below.

The terms of the Master Transaction to which this Confirmation relates are as follows:
ABX [specify series, tranche, and version, if any]

Date: [launch date of Index]
Date: I I
ve Date: [Trade Date]
uled Termination Date: [the latest Legal Final Maturity Date of any Reference

Obligation in the Relevant Annex]
ng Rate Payer: [ ] (the "Seller")
Rate Payer: [ ] (the "Buyer")
gate Floatina Rate Payer Calculation [ I

Amount:
Fixed Rate: [ ]% per annum [specify the fixed rate for the Index

published by the Index Publisher as of the launch date]
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Initial Payment Payer:
Initial Payment Amount:
Additional Terms (if any):

Confidential Treatment Requested

[Buyer][Seller]

Implied Writedown Amounts are not applicable to this
Transaction. Without limiting the foregoing, for the
purpose of any calculations required under this
Confirmation, the following terms shall all be deemed to
be equal to zero: "Aggregate Implied Writedown
Amount", "Current Period Implied Writedown Amount",
"Implied Writedown Amount", "Implied Writedown
Percentage", "Implied Writedown Reimbursement
Amount", or "Previous Period Implied Writedown
Amount".

The definition of "Writedown" in the ABX Standard
Terms shall be deleted and replaced in its entirety with
the following:

"Writedown' means the occurrence at any time on or
after the Effective Date of:

(1) (A) a writedown or applied loss (however
described in the Underlying Instruments) resulting in a
reduction in the Outstanding Principal Amount (other
than as a result of a scheduled or unscheduled
payment of principal); or (B) the attribution of a
principal deficiency or realized loss (however described
in the Underlying Instruments) to the Reference
Obligation resulting in a reduction or subordination of
the current Interest payable on the Reference
Obligation; or

(ii) the forgiveness of any amount of principal
by the holders of the Reference Obligation pursuant to
an amendment to the Underlying Instruments resulting
in a reduction in the Outstanding Principal Amount,
provided that (A) Party A shall not give notice of a
Floating Amount Event with respect to the portion of a
Writedown resulting from forgiveness referred to in this
subclause (ii) that was caused by the vote of Party A if
Party A was the holder of 100% of such Reference
Obligation, and (B) if, notwithstanding the preceding
sub-clause (A), Party A gives notice of a Floating
Amount Event with respect to the portion of a
Writedown resulting from forgiveness referred to in this
subclause (ii) that was caused by the vote of Party A if
Party A was the holder of 100% of such Reference
Obligation, then, as soon as practicable after Party A
and Party B become aware of such occurrence, Party
A and Party B shall refund to each other all payments,
and reverse all other calculations andlor
determinations, that occurred in connection with or
resulting from Party A giving notice of such Floating
Amount Event."
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Confidential Treatment Requested

For the avoidance of doubt, no payment in connection
with clause (iii) of the definition of "Writedown" (as
defined in the ABX Standard Terms and not as
amended herein) shall be due or payable hereunder
and the ABX Standard Terms shall be read
accordingly.

The definition of "Additional Fixed Payments" in the
ABX Standard Terms shall be deleted and replaced in
its entirety with the following:

"Following the occurrence of an Additional Fixed
Payment Event in respect of a Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount to
Seller on the first Additional Fixed Amount Payment
Date falling at least two Business Days (or in the case
of an Additional Fixed Payment Event that occurs after
the second Business Day prior to the last Fixed Rate
Payer Payment Date, five Business Days) after the
delivery of a notice (an "Additional Fixed Payment
Amount Notice") by the Calculation Agent to the parties
or by Seller to Buyer stating that the related Additional
Fixed Amount is due and showing in reasonable detail
how such Additional Fixed Amount was determined;
provided that any such notice must be given on or prior
to the fifth Business Day following the day that is one
calendar year after the Effective Maturity Date of such
Reference Obligation (or, if this Transaction is
terminated as a result of the occurrence of an Early
Termination Date (as defined in the Agreement) other
than following an Event of Default or Termination Event
with respect to which the Seller is the Defaulting Party
or sole Affected Party, the day that is one calendar
year after such Early Termination Date.

Notwithstanding anything to the contrary herein, Buyer
shall not be obligated to pay an Additional Fixed
Amount unless the earliest day on which the related
Additional Fixed Payment Date can be designated in
accordance with the provision hereof occurs on or
following the Effective Date.*
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The definition of "Additional Fixed Payment Event" in
the ABX Standard Terms shall be deleted and replaced
in its entirety with the following:

"The occurrence on or after the Annex Date and on or
before the day that is one calendar year after the
Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement
or an Interest Shortfall Reimbursement (or, if this
Transaction is terminated as a result of the occurrence
of an Early Termination Date (as defined in the
Agreement) other than following an Event of Default or
Termination Event with respect to which the Seller is
the Defaulting Party or sole Affected Party, the day that
is one calendar year after such Early Termination
Date)."

Notice and Account Details:

Party ANs Office/Telephone/Facsimile: [address]
Telephone: [
Facsimile:

Party B's Office/Telephone/Facsimile: [address]
Telephone: [ ]
Facsimile: [

Account Details of Party A: For the Account of:
Bank: [ ]
Account No:
Fed ABA No:

Account Details of Party B: For the Account of: [ ]
Bank: [ ]
Account No: [
Fed ABA No:[ ]
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Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of
this Confirmation and returning it to us at the contact information listed above.

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH

By:

Name:
Title:

By.

Name:
Title:

Confirmed as of the date first above written:

GEMSTONE CDO VII LTD.
By HBK Investments, L.P., New York Branch, as its Investment Manager

By:

Name:
Title:

By:

Name:
Title:
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ABX TRANSACTIONS
STANDARD TERMS SUPPLEMENT

(published on January 19, 2006)1

This ABX Transactions Standard Terms Supplement (the "ABX Standard Terms") hereby
incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit Derivatives
Definitions, as published by the International Swaps and Derivatives Association, Inc. (the "Credit
Derivatives Definitions"). In the event of any inconsistency between the Credit Derivatives Definitions and
these ABX Standard Terms, these ABX Standard Terms will govern.

The parties agree that, by entering into a transaction governed by these ABX Standard Terms (a
"Master Transaction"), they have entered into a separate Credit Derivative Transaction (each, a
"Component Transaction") in respect of each Reference Obligation listed in the Relevant Annex (as
defined below). Upon entering into a confirmation or other document (including in electronic form) (a
"Confirmation") for a Master Transaction incorporating these ABX Standard Terms, the parties thereto
shall be deemed to have entered into a Confirmation in respect of each such Component Transaction
with respect to the related Reference Obligation listed in the Relevant Annex. Subject to paragraph 7
below and except as otherwise expressly provided herein or in the relevant Confirmation, each
Component Transaction constitutes an independent Transaction for purposes of the Master Agreement
(as specified in the relevant Confirmation).

References in these ABX Standard Terms to a Reference Obligation and the terms relating
thereto shall be to the terms of such Reference Obligation set out in the applicable Underlying
Instruments (as defined below) as amended from time to time unless otherwise specified below.

The terms of each Component Transaction to which these ABX Standard Terms relate are as
follows:

1. General Terms:

Index:

Index Sponsor:

Trade Date:

Effective Date:

Scheduled Termination Date:

Component Transaction Scheduled
Termination Date:

Termination Date:

As shown in the relevant Confirmation.

CDS IndexCo LLC

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

With respect to a Component Transaction, the Legal
Final Maturity Date for the applicable Reference
Obligation, subject to adjustment in accordance with the
Following Business Day Convention.

With respect to a Component Transaction, the last to
occur of:

I The definitions and provisions of this ABX Transactions Standard Terms Supplement may be incorporated
into a Confirmation (as defined herein) by wording in the Confirmation indicating that, or the extent to which, the
Confirmation is subject to this ABX Transactions Standard Terms Supplement. All definitions and provisions so
incorporated in a Confirmation will be applicable to that Confirmation unless otherwise provided in that Confirmation.
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Floating Rate Payer

Fixed Rate Payer:

Aggregate Floating Rate Payer
Calculation Amount:

Calculation Agent:

Calculation Agent City,

Business Day:

Business Day Convention:

Reference Entity:

Reference Obligation:

(a) the fifth Business Day following the Effective
Maturity Date in respect of the relevant Reference
Obligation;

(b) the last Floating Rate Payer Payment Date in
respect of such Reference Obligation; and

(c) the last Additional Fixed Amount Payment Date in
respect of such Reference Obligation.

As shown in the relevant Confirmation (the "Seller").

As shown in the relevant Confirmation (the *Buyer").

As shown in the relevant Confirmation.

If both parties are licensees of the Index, Seller. If only
one party is a licensee of the Index, such party.

New York.

New York and London.

Following (which, with the exception of the Effective Date,
the Final Amortization Date, each Reference Obligation
Payment Date and the period end date of each
Reference Obligation Calculation Period, shall apply to
any date referred to in these ABX Standard Terms that
falls on a day that is not a Business Day).

With respect to a Component Transaction, the applicable
Reference Entity contained in the Index and listed in the
Relevant Annex, and any entity that succeeds to the
obligations of such Reference Entity under the related
Reference Obligation. Section 2.2 of the Credit
Derivatives Definitions shall not apply.

With respect to a Component Transaction, the Reference
Obligation specified in the Index and set out opposite the
applicable Reference Entity in the Relevant Annex.
Section 2.30 of the Credit Derivatives Definitions shall not
apply.

The Reference Obligation is used herein solely to make
certain calculations hereunder and there is no
requirement that Buyer or Seller own the Reference
Obligation.
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Relevant Annex:

Applicable Percentage:

Initial Face Amount:

Initial Factor:

Reference Obligation Notional
Amount:

The list of Reference Entities and Reference Obligations
for the relevant Index with the relevant Annex Date, as
published by the Index Publisher (which can be accessed
currently at httpJ/www.markit.com). "Index Publisher"
means Markit Group Limited (or its successor) or any
replacement therefor appointed by the Index Sponsor for
purposes of officially publishing the relevant Index.

On any day, with respect to a Reference Obligation, a
percentage equal to A divided by B.

"A' means, with respect to a Reference Obligation, the
product of the Initial Face Amount and the Initial Factor.

"B" means, with respect to a Reference Obligation, the
product of the Original Principal Amount and the Initial
Factor.

(a) as increased by the outstanding principal balance
of any further issues by the Reference Entity that
are fungible with and form part of the same legal
series as such Reference Obligation; and

(b) as decreased by any cancellations of some or all
of the Outstanding Principal Amount resulting
from purchases of such Reference Obligation by
or on behalf of the Reference Entity.

The Aggregate Floating Rate Payer Calculation Amount
divided by the number of Reference Obligations in the
Relevant Annex.

With respect to a Reference Obligation, the applicable
factor published by the Index Publisher as of the Annex
Date.

With respect to a Reference Obligation, on the Annex
Date, the product of:

(a) the Original Principal Amount;

(b) the Initial Factor; and

(c) the Applicable Percentage.

Following the Annex Date, the Reference Obligation
Notional Amount with respect to a Reference Obligation
will be:

(i) decreased on each day on which a Principal
Payment is made with respect to the Reference
Obligation by the relevant Principal Payment
Amount;
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Initial Payment:

Initial Payment Payer

Initial Payment Amount:

(ii) decreased on the day, if any, on which a Failure
to Pay Principal occurs with respect to the
Reference Obligation by the relevant Principal
Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs with respect to the Reference Obligation
by the relevant Writedown Amount; and

(iv) increased on each day on which a Writedown
Reimbursement occurs with respect to the
Reference Obligation by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs (ii)
or (iii) of the definition of "Writedown
Reimbursement";

provided that if the relevant Reference Obligation
Notional Amount would be less than zero, it shall be
deemed to be zero.

If an Initial Payment Payer and an Initial Payment
Amount are specified in the relevant Confirmation, then
on the date that is five Business Days following the Trade
Date, and with respect to the Master Transaction and all
related Component Transactions in the aggregate, the
Initial Payment Payer shall pay to the other party the
Initial Payment Amount. For the avoidance of doubt, the
Initial Payment will not be made separately in respect of
each Component Transaction.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

2. Fixed Payments:

Fixed Rate: As shown in the relevant Confirmation.

Fixed Rate Payer Period End Date:

Fixed Rate Payer Calculation Period:

The first day of each related Reference Obligation
Calculation Period.

Each period from and including one Fixed Rate Payer
Period End Date to but excluding the next following Fixed
Rate Payer Period End Date, except that (a) the initial
Fixed Rate Payer Calculation Period will commence on,
and include, the later of the Annex Date and the Fixed
Rate Payer Period End Date falling on or immediately
prior to the Trade Date and (b) the Final Fixed Rate
Payer Calculation Period will end on, but include, the last
day of the last Reference Obligation Calculation Period
immediately prior to the final Fixed Rate Payer Payment
Date.
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Fixed Rate Payer Payment Dates:

Fixed Amount:

Additional Fixed Amount
Payment Dates:

Additional Fixed Payments:

With respect to a Component Transaction, each day
falling five Business Days after a Reference Obligation
Payment Date for the Reference Obligation; provided that
the final Fixed Rate Payer Payment Date shall fall on the
fifth Business Day following the Effective Maturity Date of
the Reference Obligation.

With respect to any Fixed Rate Payer Payment Date for a
Component Transaction, an amount equal to the product
of:

(a) the relevant Fixed Rate;

(b) an amount determined by the Calculation Agent
equal to:

(i) the sum of the relevant Reference
Obligation Notional Amount as at 5:00
p.m. in the Calculation Agent City on
each day in the related Fixed Rate Payer
Calculation Period; divided by

(ii) the actual number of days in the related
Fixed Rate Payer Calculation Period; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Notwithstanding anything to the contrary herein, Buyer
shall not be obligated to pay Fixed Amounts for any Fixed
Rate Payer Payment Date occurring prior to the Effective
Date.

With respect to a Reference Obligation:

(a) Each relevant Fixed Rate Payer Payment Date;

and

(b) in relation to each relevant Additional Fixed
Payment Event occurring after the second
Business Day prior to the last relevant Fixed Rate
Payer Payment Date, the fifth Business Day after
Buyer has received notification from Seller or the
Calculation Agent of the occurrence of such
Additional Fixed Payment Event.

Following the occurrence of an Additional Fixed Payment
Event in respect of a Reference Obligation, Buyer shall
pay the relevant Additional Fixed Amount to Seller on the
first Additional Fixed Amount Payment Date for such
Reference Obligation falling at least two Business Days
(or in the case of an Additional Fixed Payment Event that
occurs after the second Business Day prior to the last
Fixed Rate Payer Payment Date for such Reference
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Additional Fixed Payment Event:

Additional Fixed Amount:

3. Floating Payments:

Floating Rate Payer Payment
Dates:

Floating Payments:

Obligation, five Business Days) after the delivery of a
notice (an "Additional Fixed Payment Amount Notice") by
the Calculation Agent to the parties or by Seller to Buyer
stating that the related Additional Fixed Amount is due
and showing in reasonable detail how such Additional
Fixed Amount was determined; provided that any such
notice must be given on or prior to the fifth Business Day
following the day that is one calendar year after the
Effective Maturity Date of such Reference Obligation.
Notwithstanding anything to the contrary herein, Buyer
shall not be obligated to pay an Additional Fixed Amount
unless the earliest day on which the related Additional
Fixed Payment Date can be designated In accordance
with the provisions hereof occurs on or following the
Effective Date.

The occurrence on or after the Annex Date and on or
before the day that is one calendar year after the
Effective Maturity Date of a Writedown Reimbursement, a
Principal Shortfall Reimbursement or an Interest Shortfall
Reimbursement in respect of a Reference Obligation.

With respect to each Additional Fixed Amount Payment
Date in respect of a Reference Obligation, an amount
equal to the sum of:

(a) the relevant Writedown Reimbursement Payment
Amount (if any);

(b) the relevant Principal Shortfall Reimbursement
Payment Amount (if any); and

(c) the relevant Interest Shortfall Reimbursement
Payment Amount (if any).

In relation to a Floating Amount Event with respect to a
Reference Obligation, the first relevant Fixed Rate Payer
Payment Date falling at least two Business Days (or in
the case of a Floating Amount Event that occurs on the
Legal Final Maturity Date or the Final Amortization Date
of such Reference Obligation, the fifth Business Day)
after delivery of a notice (a "Floating Payment Notice") by
the Calculation Agent to the parties or a notice by Buyer
to Seller that the related Floating Amount is due and
showing in reasonable detail how such Floating Amount
was determined; provided that any such notice must be
given on or prior to the fifth Business Day following the
Effective Maturity Date.

If a Floating Amount Event occurs with respect to a
Reference Obligation, then on the relevant Floating Rate
Payer Payment Date, Seller will pay the relevant Floating
Amount to Buyer. Notwithstanding anything to the
contrary herein, Seller shall not be obligated to pay a
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Floating Amount Event:

Floating Amount:

4. Interest Shortfall

Interest Shortfall Payment
Amount:

Interest Shortfall Cap Amount:

Actual Interest Amount:

Expected Interest Amount:

Floating Amount unless the earliest day on which the
related Floating Rate Payer Payment Date can be
designated in accordance with the provisions hereof
occurs on or following the Effective Date. For the
avoidance of doubt, the Conditions to Settlement under
the Credit Derivatives Definitions shall not apply.

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment Date
in respect of a Reference Obligation, an amount equal to
the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount (if
any).

In respect of an Interest Shortfall with respect to a
Reference Obligation, the relevant Interest Shortfall
Amount; provided that if the relevant Interest Shortfall
Amount exceeds the Interest Shortfall Cap Amount, the
Interest Shortfall Payment Amount in respect of such
Interest Shortfall shall be the Interest Shortfall Cap
Amount.

As set out in the Interest Shortfall Cap Annex.

With respect to any Reference Obligation Payment Date
in respect of a Reference Obligation, payment by or on
behalf of the Issuer of an amount in respect of interest
due under such Reference Obligation (including, without
limitation, any deferred interest or defaulted Interest but
excluding payments in respect of prepayment penalties,
yield maintenance provisions or principal, except that the
Actual Interest Amount shall include any payment of
principal representing capitalized interest) to the holder(s)
of such Reference Obligation in respect of such
Reference Obligation.

With respect to any Reference Obligation Payment Date
in respect of a Reference Obligation, the amount of
current interest that would accrue during the related
Reference Obligation Calculation Period calculated using
the Reference Obligation Coupon on a principal balance
of such Reference Obligation equal to (a) the
Outstanding Principal Amount taking into account any
reductions due to a principal deficiency balance or
realized loss amount (however described in the

H-12

Confidential Treatment Requested GEM7-00000729

Footnote Exhibits  - Page 1340



Underlying Instruments) that are attributable to such
Reference Obligation minus (b) the Aggregate Implied
Writedown Amount (if any) for such Reference Obligation
and that will be payable on the related Reference
Obligation Payment Date assuming for this purpose that
sufficient funds are available therefor in accordance with
the Underlying Instruments. Except as provided in (a) in
the previous sentence, the Expected Interest Amount in
respect of a Reference Obligation shall be determined
without regard to (i) unpaid amounts in respect of
accrued interest on prior Reference Obligation Payment
Dates or (ii) any prepayment penalties or yield
maintenance provisions.

The Expected Interest Amount shall be determined
without regard to the effect of any provisions (however
described) of the Underlying Instruments that otherwise
permit the limitation of due payments to distributions of
funds from proceeds of the Underlying Assets, or that
provide for the capitalization or deferral of interest on
such Reference Obligation, or that provide for the
extinguishing or reduction of such payments or
distributions (but, for the avoidance of doubt, taking
account of any Writedown within paragraph (i) of the
definition of "Writedown" occurring in accordance with the
relevant Underlying Instruments).

Interest Shortfall: With respect to any Reference Obligation Payment Date
in respect of a Reference Obligation, either (a) the non-
payment of an Expected Interest Amount or (b) the
payment of an Actual Interest Amount that is less than
the Expected Interest Amount.

For the avoidance of doubt, the occurrence of an event
within (a) or (b) shall be determined taking into account
any payment made under the,relevant Reference Policy,
if applicable.

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date
in respect of a Reference Obligation, an amount equal to
the greater of:

(a) zero; and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;

minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;
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provided that, with respect to the first Reference
Obligation Payment Date in respect of such Reference
Obligation, the Interest Shortfall Amount shall be the
amount determined in accordance with (a) and (b) above
multiplied by a fraction equal to:

(x) the number of days in the first Fixed Rate Payer
Calculation Period with respect to such
Reference Obligation; over

(y) the number of days in the first Reference
Obligation Calculation Period with respect to
such Reference Obligation.

Interest Shortfall Reimbursement: With respect to any Reference Obligation Payment Date
for a Reference Obligation, the payment by or on behalf
of the Issuer of an Actual Interest Amount in respect of
such Reference Obligation that Is greater than the
Expected Interest Amount.

Interest Shortfall Reimbursement With respect to any Reference Obligation Payment Date
Amount: in respect of a Reference Obligation, the product of (a)

the amount of any Interest Shortfall Reimbursement on
such day and (b) the Applicable Percentage.

Interest Shortfall Reimbursement The amount determined pursuant to the Interest Shortfall
Payment Amount: Cap Annex.

5. Additional Provisions:

(a) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating, for each Reference
Obligation, (i) the Fixed Amount payable on each Fixed Rate Payer Payment Date; (ii) the
occurrence of a Floating Amount Event and the related Floating Amount and (iii) the occurrence
of an Additional Fixed Payment Event and the related Additional Fixed Amount; provided that
notwithstanding the above, each of Buyer and Seller shall be entitled to determine and calculate
the above amounts to the extent that Buyer or Seller, as applicable, has the right to deliver a
notice to the other party demanding payment of such amount. The Calculation Agent or Buyer or
Seller, as applicable, shall make such determinations and calculations based solely on composite
data compiled and published by the Index Publisher from applicable Servicer Reports
("Composite Data") or, if such Composite Data is not available, from applicable Servicer Reports,
to the extent such Servicer Reports are reasonably available to the Calculation Agent or such
party. The Calculation Agent, Buyer or Seller may rely on calculations or determinations
published by the Index Publisher in making such determinations and calculations. The Calculation
Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any of the
determinations or calculations specified in (i) and (ii) above, notify the parties or the other party,
as applicable, of such determinations and calculations.

(b) Adjustment of Calculation Agent Determinations

To the extent that a Servicer furnishes any Servicer Reports correcting information contained in
previously issued Servicer Reports or the Index Publisher corrects any previously published
Composite Data (or other relevant calculation or determination published by the Index Publisher),
and such corrections impact calculations or determinations pursuant to a Component
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Transaction, the calculations or determinations relevant to such Component Transaction shall be
adjusted retroactively by the Calculation Agent to reflect the corrected information (provided that,
for the avoidance of doubt, no amounts in respect of interest shall be payable by either party and
provided that the Calculation Agent in performing the calculations or determinations pursuant to
this paragraph will assume that no interest has accrued on any adjusted amount), and the
Calculation Agent shall promptly notify both parties of any corrected payments required by either
party. Any required corrected payments shall be made on the second Fixed Rate Payer Payment
Date following the day on which such notification by the Calculation Agent is effective.

(c) Initial Payment Date Following Annex Date

Notwithstanding anything to the contrary herein, with respect to any Component Transactions,
any amount that would otherwise be payable hereunder on the first Fixed Rate Payer Payment
Date following the Annex Date will be deemed to be payable instead on the second Fixed Rate
Payer Payment Date following the Annex Date (together with any other amounts payable on such
date).

6. Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Section 9.1(a) of the Credit Derivatives Definitions as well as Section 3(a)(iv) of the
form of Novation Agreement set forth in Exhibit E to the Credit Derivatives Definitions to the
Reference Entity shall be deemed to be references to each Reference Entity and the Insurer in
respect of the relevant Reference Policy, if applicable.

(b) For the purposes of each Component Transaction, the following terms have the meanings given
below:

"Actual Principal Amount" means, with respect to a Reference Obligation and the Final
Amortization Date or the Legal Final Maturity Date, an amount paid on such day by or on behalf
of the relevant Issuer in respect of principal (excluding any capitalized interest) to the holder(s) of
such Reference Obligation in respect of such Reference Obligation.

"Aggregate Implied Writedown Amount" means, with respect to a Reference Obligation, the
greater of (i) zero and (ii) the aggregate of all Implied Writedown Amounts minus the aggregate of
all Implied Writedown Reimbursement Amounts.

"Current Period Implied Writedown Amount" means, with respect to a Reference Obligation in
respect of a Reference Obligation Calculation Period, an amount determined as of the last day of
such Reference Obligation Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of:

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the Pari Passu Amount
plus the Senior Amount minus the aggregate outstanding asset pool
balance backing the payment obligations on such Reference Obligation
(all such outstanding asset pool balances as obtained by the Calculation
Agent from the most recent Composite Data or from the most recent
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Servicer Report for such Reference Obligation available as of such day),
calculated based on the face amount of the assets then in such pool,
whether or not any such asset is performing.

"Effective Maturity Date" means, with respect to a Reference Obligation, the earlier of (a) the
Component Transaction Scheduled Termination Date and (b) the Final Amortization Date.

"Expected Principal Amount" means, with respect to a Reference Obligation and the Final
Amortization Date or the Legal Final Maturity Date, an amount equal to (i) the Outstanding
Principal Amount of such Reference Obligation payable on such day (excluding capitalized
interest) assuming for this purpose that sufficient funds are available for such payment, where
such amount shall be determined in accordance with the Underlying Instruments, minus (ii) the
sum of (A) the Aggregate Implied Writedown Amount (if any) and (B) the net aggregate principal
deficiency balance or realized loss amounts (however described in the Underlying Instruments)
that are attributable to such Reference Obligation. The Expected Principal Amount shall be
determined without regard to the effect of any provisions (however described) of the Underlying
Instruments that permit the limitation of due payments or distributions of funds in accordance with
the terms of such Reference Obligation or that provide for the extinguishing or reduction of such
payments or distributions.

"Failure to Pay Principal" means, with respect to a Reference Obligation, (i) a failure by the
relevant Reference Entity (or any Insurer thereof) to pay an Expected Principal Amount on the
Final Amortization Date or the Legal Final Maturity Date, as the case may be or (ii) payment on
any such day of an Actual Principal Amount that is less than the Expected Principal Amount;
provided that the failure by such Reference Entity (or any Insurer thereof) to pay any such
amount in respect of principal in accordance with the foregoing shall not constitute a Failure to
Pay Principal if such failure has been remedied within any grace period applicable to such
payment obligation under the Underlying Instruments or, if no such grace period is applicable,
within three Business Days after the day on which the Expected Principal Amount was scheduled
to be paid.

"Final Amortization Date" means, with respect to a Reference Obligation, the first to occur of (I)
the date on which the Reference Obligation Notional Amount is reduced to zero and (ii) the date
on which the assets backing the Reference Obligation or designated to fund amounts due in
respect of the Reference Obligation are liquidated, distributed or otherwise disposed of in full and
the proceeds thereof are distributed or otherwise disposed of in full.

"Implied Writedown Amount" means, with respect to a Reference Obligation, (i) if the Underlying
Instruments do not provide for writedowns, applied losses, principal deficiencies or realized
losses as described in (i) of the definition of "Writedown" to occur in respect of the Reference
Obligation, on any Reference Obligation Payment Date, an amount determined by the Calculation
Agent equal to the excess, if any, of the Current Period Implied Writedown Amount over the
Previous Period Implied Writedown Amount, in each case in respect of the Reference Obligation
Calculation Period to which such Reference Obligation Payment Date relates, and (ii) in any other
case, zero.

"Implied Writedown Percentage" means, with respect to a Reference Obligation, (i) the
Outstanding Principal Amount divided by (ii) the Pan Passu Amount.

"Implied Writedown Reimbursement Amount" means, with respect to a Reference Obligation, (i) if
the Underying Instruments do not provide for writedowns, applied losses, principal deficiencies or
realized losses as described in (i) of the definition of "Writedown" to occur in respect of the
Reference Obligation, on any Reference Obligation Payment Date, an amount determined by the
Calculation Agent equal to the excess, if any, of the Previous Period Implied Writedown Amount
for the Reference Obligation over the Current Period Implied Writedown Amount for the
Reference Obligation, in each case in respect of the Reference Obligation Calculation Period to
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which such Reference Obligation Payment Date relates, and (ii) in any other case, zero; provided
that the aggregate of all Implied Writedown Reimbursement Amounts for a Reference Obligation
at any time shall not exceed the product of the Pari Passu Amount for the Reference Obligation
and the Implied Writedown Percentage for the Reference Obligation.

"Insurer" means, with respect to a Reference Obligation, the insurer of such Reference Obligation
specified in the Relevant Annex.

"Issuer" means, with respect to a Reference Obligation, the issuer of such Reference Obligation
specified in the Relevant Annex.

"Legal Final Maturity Date" means, with respect to a Reference Obligation, the date set out in the
Relevant Annex for such Reference Obligation (subject, for the avoidance of doubt, to any
business day convention applicable to the legal final maturity date of such Reference Obligation),
provided that if the legal final maturity date of such Reference Obligation is amended, the Legal
Final Maturity Date shall be such date as amended.

"Original Principal Amount" means, with respect to a Reference Obligation, the amount specified
as such in the Relevant Annex.

"Outstanding Principal Amount" means, with respect to a Reference Obligation as of any date of
determination, the outstanding principal balance of such Reference Obligation as of such date,
which shall take into account:

(i) all payments of principal;

(ii) all writedowns or applied losses (however described in the Underlying Instruments)
resulting in a reduction in the outstanding principal balance of such Reference Obligation
(other than as a result of a scheduled or unscheduled payment of principal);

(iii) forgiveness of any amount by the holders of such Reference Obligation pursuant to an
amendment to the Underlying Instruments resulting in a reduction in the outstanding
principal balance of such Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this
definition; and

(v) any increase in the outstanding principal balance of such Reference Obligation that
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition).

"Pari Passu Amount" means, with respect to a Reference Obligation as of any date of
determination, the aggregate of the Outstanding Principal Amount of the Reference Obligation
and the aggregate outstanding principal balance of all obligations of the relevant Reference Entity
backed by the relevant Underlying Assets and ranking pari passu in priority with such Reference
Obligation.

"Previous Period Implied Writedown Amount" means, with respect to a Reference Obligation in
respect of a Reference Obligation Calculation Period, the Current Period Implied Writedown
Amount as determined in relation to the last day of the immediately preceding Reference
Obligation Calculation Period for such Reference Obligation.

"Principal Payment" means, with respect to a Reference Obligation and any Reference Obligation
Payment Date, the occurrence of a payment of an amount to the holders of such Reference
Obligation in respect of principal (scheduled or unscheduled) in respect of such Reference
Obligation other than a payment in respect of principal representing capitalized interest,
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excluding, for the avoidance of doubt, any relevant Writedown Reimbursement or Interest
Shortfall Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date for
a Reference Obligation, an amount equal to the product of (i) the amount of any Principal
Payment on such date and (ii) the Applicable Percentage.

"Principal Shortfall Amount" means, with respect to a Reference Obligation, in respect of a Failure
to Pay Principal, an amount equal to the greater of:

(I) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the relevant Actual Principal Amount; and

(B) the Applicable Percentage;

If the Principal Shortfall Amount in respect of a Reference Obligation would be greater than the
Reference Obligation Notional Amount immediately prior to the occurrence of such Failure to Pay
Principal, then such Principal Shortfall Amount shall be deemed to be equal to the Reference
Obligation Notional Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to a Reference Obligation on any day,
the payment by or on behalf of the relevant Issuer of an amount in respect of such Reference
Obligation in or toward the satisfaction of any deferral of or failure to pay principal arising from
one or more prior occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to a Reference Obligation on
any day, the product of (i) the amount of any relevant Principal Shortfall Reimbursement on such
day and (ii) the relevant Applicable Percentage.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to a Reference
Obligation and an Additional Fixed Amount Payment Date, the sum of the Principal Shortfall
Reimbursement Amounts in respect of all Principal Shortfall Reimbursements (if any) made
during the Reference Obligation Calculation Period relating to such Additional Fixed Amount
Payment Date (or, in the case of an Additional Fixed Amount Payment Date after the final Fixed
Rate Payer Payment Date, made on the related Reference Obligation Payment Date), provided
that the aggregate of all such Principal Shortfall Reimbursement Payment Amounts at any time
shall not exceed the aggregate of all Floating Amounts (determined without regard to the
Effective Date) in respect of occurrences of Failure to Pay Principal prior to such Additional Fixed
Amount Payment Date.

"Reference Obligation Calculation Period" means, with respect to a Reference Obligation and
each Reference Obligation Payment Date, a period corresponding to the interest accrual period
relating to such Reference Obligation Payment Date pursuant to the relevant Underlying
Instruments.

"Reference Obligation Coupon" means, with respect to a Reference Obligation, the periodic
interest rate applied in relation to each related Reference Obligation Calculation Period on the
related Reference Obligation Payment Date, as determined in accordance with the terms of the
relevant Underlying Instruments as at the Annex Date, without regard to any subsequent
amendment.
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"Reference Obligation Payment Date* means, with respect to a Reference Obligation, (I) each
scheduled distribution date for such Reference Obligation occurring on or after the Annex Date
and on or prior to the Component Transaction Scheduled Termination Date, determined in
accordance with the Underlying Instruments and (ii) any day after the Effective Maturity Date on
which a payment is made in respect of such Reference Obligation.

"Reference Policy" means, with respect to a Reference Obligation, the reference policy for such
Reference Obligation specified in the Relevant Annex.

"Senior Amount" means, with respect to a Reference Obligation as of any day, the aggregate
outstanding principal balance of all obligations of the Reference Entity backed by the Underlying
Assets and ranking senior in priority to such Reference Obligation.

"Servicer" means, with respect to a Reference Obligation, any trustee, servicer, sub-servicer,
master servicer, fiscal agent, paying agent or other similar entity responsible for calculating
payment amounts or providing reports pursuant to the Underlying Instruments.

"Servicer Reports" means, with respect to a Reference Obligation, periodic statements or reports
regarding the Reference Obligation provided by the Servicer to holders of the Reference
Obligation.

"Underlying Assets" means, with respect to a Reference Obligation, the assets backing the
Reference Obligation for the benefit of the holders of such Reference Obligation and which are
expected to generate the cashflows required for the servicing and repayment (in whole or in part)
of such Reference Obligation, or the assets to which a holder of such Reference Obligation is
economically exposed where such exposure is created synthetically.

"Underlying Instruments" means, with respect to a Reference Obligation, the indenture, trust
agreement, pooling and servicing agreement or other relevant agreement(s) setting forth the
terms of the Reference Obligation.

"Writedown" means, with respect to a Reference Obligation, the occurrence at any time on or
after the Annex Date of:

(i) (A) a writedown or applied loss (however described in the Underlying Instruments)
resulting in a reduction in the Outstanding Principal Amount of such Reference
Obligation (other than as a result of a scheduled or unscheduled payment of
principal); or

(B) the attribution of a principal deficiency or realized loss (however described in the
Underlying Instruments) to such Reference Obligation resulting in a reduction or
subordination of the current interest payable on such Reference Obligation;

(ii) the forgiveness of any amount of principal by the holders of such Reference Obligation
pursuant to an amendment to the Underlying Instruments resulting in a reduction in the
Outstanding Principal Amount; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (i) above to occur in respect of such
Reference Obligation, an Implied Writedown Amount being determined in respect of such
Reference Obligation by the Calculation Agent.

"Writedown Amount" means, with respect to a Reference Obligation on any day, the product of (i)
the amount of any Writedown with respect to such Reference Obligation on such day and (ii) the
Applicable Percentage.
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"Writedown Reimbursement" means, with respect to a Reference Obligation on any day, the
occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of such Reference
Obligation in reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of
such Reference Obligation to reflect the reversal of any prior Writedowns; or

(B) a decrease in the principal deficiency balance or realized loss amounts (however
described in the Underlying Instruments) attributable to such Reference
Obligation; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (ii) above to occur in respect of such
Reference Obligation, an Implied Writedown Reimbursement Amount being determined
in respect of such Reference Obligation by the Calculation Agent.

"Writedown Reimbursement Amount" means, with respect to a Reference Obligation on any day,
an amount equal to the product of:

(i) the sum of all Writedown Reimbursements with respect to such Reference Obligation on
that day; and

(ii) the Applicable Percentage;

"Writedown Reimbursement Payment Amount" means, with respect to a Reference Obligation
and an Additional Fixed Amount Payment Date, the sum of the Writedown Reimbursement
Amounts in respect of all Writedown Reimbursements (if any) during the Reference Obligation
Calculation Period relating to such Additional Fixed Amount Payment Date (or, in the case of an
Additional Fixed Amount Payment Date after the final Fixed Rate Payer Payment Date, on the
related Reference Obligation Payment Date or date of determination of an Implied Writedown
Reimbursement Amount, as the case may be), provided that the aggregate of all such Writedown
Reimbursement Payment Amounts at any time shall not exceed the aggregate of all Floating
Amounts with respect to such Reference Obligation (determined without regard to the Effective
Date) in respect of Writedowns occurring prior to such Additional Fixed Amount Payment Date.

7. Transfer and Termination of Component Transactions

Without prejudice to Section 7 of the Master Agreement specified in the relevant Confirmation,
the Component Transactions (or any part thereof) to which these ABX Standard Terms relate
may only be transferred (by way of assignment, novation or otherwise) or terminated prior to the
Component Transaction Scheduled Termination Date thereof (other than in accordance with the
terms hereof) together with an equal part (by Initial Face Amount) of each other Component
Transaction forming part of the Master Transaction of which it forms a part.

8. Disclaimers

(a) ABXm is a service mark of the Index Sponsor and has been licensed for use in connection with
the Master Transaction.

(b) The Index referenced herein is the property of the Index Sponsor and has been licensed for use
in connection with the transaction hereunder. Each patty acknowledges and agrees that the
transaction hereunder is not sponsored, endorsed, or promoted by the Index Sponsor or any
members of the Index Sponsor (the Index Sponsor, together with its members, the 'Index
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Parties"). The Index Parties make no representation whatsoever, whether express or implied, and
hereby expressly disclaim all warranties (including, without limitation, those of merchantability or
fitness for a particular purpose or use), with respect to the Index or any data included therein or
relating thereto, and in particular disclaim any warranty either as to the quality, accuracy and/or
completeness of the Index or any data included therein, the results obtained from the use of the
Index and/or the composition of the Index at any particular time on any particular date or
otherwise and/or the creditworthiness of any entity, or the likelihood of the occurrence of a
Floating Amount Event with respect to an obligation, in the Index at any particular time on any
particular date or otherwise. The Index Parties shall not be liable (whether in negligence or
otherwise) to the parties or any other person for any error in the Index, and the Index Parties are
under no obligation to advise the parties or any person of any error therein. The Index Parties
make no representation whatsoever, whether express or implied, as to the advisability of entering
into the transaction hereunder, the ability of the Index to track relevant markets' performances, or
otherwise relating to the Index or any transaction or product with respect thereto, or of assuming
any risks in connection therewith. The Index Parties have no obligation to take the needs of any
party into consideration in determining, composing or calculating the Index. Neither party to this
transaction, nor any Index Party, shall have any liability to any party for any act or failure to act by
the Index Parties in connection with the determination, adjustment, calculation or maintenance of
the Index. Although the Calculation Agent will obtain information concerning the Index from
sources it believes reliable, it will not independently verify this information. Accordingly, no
representation, warranty or undertaking (express or implied) is made, and no responsibility is
accepted by either party, its Affiliates or the Calculation Agent, as to the accuracy, completeness
or timeliness of information concerning the Index. Each party acknowledges that the other party
or one of its affiliates may be, or may be affiliated with, an Index Party and, as such, may be able
to affect or influence the determination, adjustment or maintenance of the Index. For purposes of
Sections 9.1 (b)(iii) and (iv) of the Credit Derivatives Definitions, references to "each party" therein
shall be deemed to include each Index Party.

(c) Without limitation of Section 9.1(b)(iv) of the Credit Derivatives Definitions (as modified above),
each party acknowledges that the other party or its Affiliates or the Calculation Agent may act
from time to time as an originator, sponsor, servicer, administrator, trustee, underwriter or market
maker, or otherwise act in a capacity as a result of which such party or its Affiliates may be in
possession of information in relation to one or more Reference Obligations or Reference Entities
contained In the Index which may be material in the context of one or more Component
Transactions and that may or may not be publicly available or known to the other party. No
furnishing by a party or its Affiliates or the Calculation Agent of any notice, report, or other
information with respect to any Reference Obligation or any Reference Entity ("Reference
Obligation Information") shall prejudice the foregoing provision or Section 9.1(b)(iv) of the Credit
Derivatives Definitions, constitute a representation or warranty as to the correctness or
completeness of such Reference Obligation Information, give rise to any duty to supplement,
update or revise the Reference Obligation Information so provided, or otherwise result in such
party or the Calculation Agent having any responsibility for the content of such Reference
Obligation Information.
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Interest Shortfall Cap Annex

Interest Shortfall Cap Amount:

Interest Shortfall Reimbursement
Payment Amount:

The Interest Shortfall Cap Amount in respect of an Interest
Shortfall for a Reference Obligation shall be the Fixed
Amount calculated in respect of the Fixed Rate Payer
Payment Date immediately following the Reference
Obligation Payment Date on which the relevant Interest
Shortfall occurred.

The first Additional Fixed Amount Payment Date for a
Reference Obligation, zero, and with respect to any
subsequent Additional Fixed Amount Payment Date for such
Reference Obligation and calculated as of the Reference
Obligation Payment Date immediately preceding such
Additional Fixed Amount Payment Date, as specified by the
Calculation Agent in its notice to the parties or by Seller in
its notice to Buyer of the existence of an Interest Shortfall
Reimbursement for such Reference Obligation, an amount
equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall
Payment Amount as of the
Additional Fixed Amount Payment
Date immediately preceding such
Reference Obligation Payment
Date; and

(B) the relevant Cumulative Interest
Shortfall Payment Compounding
Factor for the Fixed Rate Payer
Calculation Period immediately
preceding such Additional Fixed
Amount Payment Date (or 1.0 in
respect of any Additional Fixed
Amount Payment Date occurring
after the final Fixed Rate Payer
Payment Date for such Reference
Obligation);

minus

(ii) the Cumulative Interest Shortfall Amount as
of such Reference Obligation Payment
Date;

provided that if the Interest Shortfall Reimbursement
Payment Amount on an Additional Fixed Amount Payment
Date for such Reference Obligation would exceed the.
Interest Shortfall Reimbursement Amount in respect of the
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related Reference Obligation Payment Date, then such
Interest Shortfall Reimbursement Payment Amount shall be
deemed to - be equal to such Interest Shortfall
Reimbursement Amount.

Cumulative Interest Shortfall Amount: With respect to any Reference Obligation Payment Date for
a Reference Obligation, an amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as
of the Reference Obligation Payment Date
for such Reference Obligation immediately
preceding such Reference Obligation
Payment Date or, in the case of the first
Reference Obligation Payment Date, zero;
plus

(ii) the Interest Shortfall Amount (if any) in
respect of such Reference Obligation
Payment Date; plus

(iii) an amount determined by the Calculation
Agent as the amount of interest that would
accrue on the Cumulative Interest Shortfall
Amount immediately preceding such
Reference Obligation Payment Date during
the related Reference Obligation
Calculation Period pursuant to the
Underlying Instruments or, in the case of
the first Reference Obligation Payment
Date, zero; minus

(iv) the Interest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Payment Date for
such Reference Obligation.

Cumulative Interest Shortfall Payment With respect to any Fixed Rate Payer Payment Date and
Amount: any Additional Fixed Amount Payment Date falling on such

date, an amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment
Amount for the Reference
Obligation Payment Date
corresponding to such Fixed Rate
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Payer Payment Date; and

(B) the product of.

(1) the Cumulative Interest
Shortfall Payment Amount as
of the Fixed Rate Payer
Payment Date immediately
preceding such Fixed Rate
Payer Payment Date (or zero
in the case of the first Fixed
Rate Payer Payment Date);
and

(2) the relevant Cumulative
Interest Shortfall Payment
Compounding Factor;

minus

(ii) any Interest Shortfall Reimbursement
Payment Amount paid on such Fixed Rate
Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date
falling after the final Fixed Rate Payer Payment Date, the
Cumulative Interest Shortfall Payment Amount shall be
equal to:

(x) the Cumulative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate
Payer Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring
after the final Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment
Amount paid on such Additional Fixed Amount
Payment Date.

Cumulative Interest Shortfall Payment With respect to any Fixed Rate Payer Calculation Period in
Compounding Factor: respect of a Reference Obligation, an amount equal to the

sum of:

(a) 1.0;

plus

(b) the product of:
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(i) the sum of (A) the Relevant Rate in respect
of such Reference Obligation plus (B) the
relevant Fixed Rate; and

(ii) the actual number of days in such Fixed
Rate Payer Calculation Period divided by
360;

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period in
respect of a Reference Obligation, the relevant Floating
Rate, expressed as a decimal number with seven decimal
places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this
paragraph;

(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period" for purposes of such
determination; and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate
Source;

(ii) the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the relevant
Effective Maturity Date to and including the relevant
Termination Date.

Rate Source: USD-LIBOR-BBA

H-25

Confidential Treatment Requested GEM7-00000742

Footnote Exhibits  - Page 1353



SCHEDULE I
FORM OF CONFIRMATION FOR CMBS SECURITIES

Deutsche Bank AG 0

Date:

To: Gemstone CDO VII Ltd.

Fax No:[ I

From: Deutsche Bank AG, acting through its New York Branch

RE: Credit Derivative Transaction on Mortgage-Backed Security with Pay-As-You-Go or Physical
Settlement (Form I) (Dealer Form) (CMBS)

Dear Sir/Madam

The purpose of this communication (the "Confirmation") is to confirm the terms and conditions of
the Credit Derivative Transaction relating to a mortgage-backed security reference obligation entered into
between you Gemstone CDO VII Ltd. ("Party B") and us Deutsche Bank AG, acting through its New York
Branch ("Party A") on the Trade Date specified below (the "Transaction"). This Confirmation constitutes a
"Confirmation" as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions (the
"Credit Derivatives Definitions"), as published by the International Swaps and Derivatives Association,
Inc. ("ISDA") and the ISDA Standard Terms Supplement for use with Credit Derivatives Transaction on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement, as published by ISDA on
November 10, 2006 (the "CDS on MBS Terms"), and, if (i) the Additional Provisions for Optional Early
Termination have been published by ISDA at the Trade Date and (ii) Optional Early Termination is
specified as being applicable, the Additional Provisions for Optional Early Termination most recently
published by ISDA, are incorporated into this Confirmation. In the event of any inconsistency between
the Credit Derivatives Definitions or the CDS on MBS Terms and this Confirmation, this Confirmation will
govern. In the event of any inconsistency between the CDS on MBS Terms and the Credit Derivatives
Definitions, the CDS on MBS Terms will govern.

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement,
dated as of [-], 2007 as amended and supplemented from time to time (the "Agreement"), between you
and us. All provisions contained in the Agreement govern this Confirmation except as expressly modified
below.

The terms of the Transaction to which this Confirmation relates are as follows:

Trade Date:

Effective Date: [
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Floating Rate Payer:

Fixed Rate Payer:

Calculation Agent:

Calculation Agent City-

Business Day:

] (the "Seller").

] (the "Buyer").

Party A, unless an Event of Default has occurred
and is continuing with respect to Party A, in which
case the Calculation Agent shall be a leading,
independent dealer in derivatives selected by
agreement between the parties within one
Business Day of such Event of Default (the
'Substitute Calculation Agent"), whose fees and
expenses shall be met by Party A, whilst such
Event of Default is continuing. If the parties are
unable to agree on a Substitute Calculation
Agent, each of the parties shall elect an
independent dealer in derivatives and such two
dealers shall agree on a third party, who shall be
deemed to be the Substitute Calculation Agent.
Party A shall be appointed to replace the
Substitute Calculation Agent within one Business
Day of the date on which no Event of Default is
continuing in respect of Party A. All
determinations by the Calculation Agent shall be
made in good faith and in a commercially
reasonable manner.

New York

New York and London

Reference Entity.

Reference Obligation:

Reference Policy:

Reference Price:

Initial Face Amount:

Initial Payment:

Fixed Rate:

The obligation Identified as follows:

[Insurer:
CUSIP/ISIN: [ ]
[Bloomberg ID: [ ]]
Legal final maturity date:
Original Principal Amount:
Initial Factor: [ ]
Issuer: The Reference Entity]

Not Applicable

[* ]%

[Not Applicable]

[On [the Effective Date], [Buyer]I[Seller] will pay
[USD][ ] to [Sellery[Buyer].]

[ % per annum
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Fixed Rate Payer Payment Dates: CMBS Convention

Fixed Amount Fixed Amount definition for underlying with
payment delay

Additional Credit Event: No Additional Credit Event

Interest Shortfall Cap: Applicable

WAC Cap Interest Provision: Applicable

Step-up provisions: Not Applicable

If Interest Shortfall Cap is applicable, then specify:

Interest Shortfall Cap Basis: Fixed Cap

Interest Shortfall Compounding: Inapplicable

Rate Source: USD-LIBOR-BBA

Optional Early Termination: Not Applicable

Additional Terms: The definition of "Fixed Amount" in the CDS on
MBS Terms shall be deleted and replaced in its
entirety with the following:

"With respect to any Fixed Rate Payer Payment
Date, an amount equal to the product of:

(a) the Fixed Rate;

(b) the Reference Obligation Notional
Amount (as calculated without taking into
consideration any adjustment in the
Reference Obligation Notional Amount
due to an Implied Writedown Amount)
outstanding on the last day of the
Reference Obligation Calculation Period
related to such Fixed Rate Payer
Payment Date, as adjusted for any
increases or decreases of the Reference
Obligation Notional Amount on the
Reference Obligation Payment Date
immediately preceding the related
Reference Obligation Payment Date; and

(c) the actual number of days in the related
Fixed Rate Payer Calculation Period
divided by 360."

Implied Writedown Amounts are not applicable to
this Transaction. Without limiting the foregoing,
for the purpose of any calculations required under
this Confirmation (including the CDS on MBS

Confidential Treatment Requested GEM7-00000745

Footnote Exhibits  - Page 1356



Terms), the following terms shall all be deemed
to be equal to zero: "Aggregate Implied
Writedown Amount', "Current Period Implied
Writedown Amount", 'Implied Writedown
Amounr, "Implied Writedown Percentage',
"Implied Writedown Reimbursement Amount", or
"Previous Period Implied Writedown Amount".

The definition of "Writedown" in the CDS on MBS
Terms shall be deleted and replaced in its
entirety with the following:

"Writedown' means the occurrence at any time
on or after the Effective Date of:

(i) (A) a writedown or applied loss
(however described in the Underlying
Instruments) resulting in a reduction in the
Outstanding Principal Amount (other than as a
result of a scheduled or unscheduled payment of
principal); or (B) the attribution of a principal
deficiency or realized loss (however described in
the Underlying Instruments) to the Reference
Obligation resulting in a reduction or
subordination of the current interest payable on
the Reference Obligation; or

(ii) the forgiveness of any amount of
principal, by the holders of the Reference
Obligation pursuant to an amendment to the
Underlying Instruments resulting in a reduction in
the Outstanding Principal Amount, provided that
(A) Party A shall not give notice of a Floating
Amount Event or Credit Event with respect to the
portion of a Writedown resulting from forgiveness
referred to in this subclause (il) that was caused
by the vote of Party A if Party A was the holder of
100% of such Reference Obligation, and (B) if,
notwithstanding the preceding sub-clause (A),'
Party A gives notice of a Floating Amount Event
or Credit Event with respect to the portion of a,
Writedown resulting from forgiveness referred to
in this subclause (il) that was caused by the vote
of Party A if Party A was the holder of 100% of
such Reference Obligation, then, as soon as
practicable after Party A and Party B become
aware of such occurrence, Party A and Party B
shall refund to each other all payments, and
reverse all other calculations and/or
determinations, that occurred in connection with
or resulting from Party A giving notice of such
Floating Amount Event or Credit Event."

For the avoidance of doubt, no payment in
connection with clause (iii) of the definition of
"Writedown" (as defined in the CDS on MBS
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Terms and not as amended herein) shall be due
or payable hereunder and the CDS on MBS
Terms shall be read accordingly.

Office, Notice and Account Details:

The Office of Party A for this Transaction is: New York

The Office of Party B for this Transaction is: George Town, Grand Cayman, Cayman Islands

Telephone, Telex and/or Facsimile Numbers and Contact Details for Notices:

Party A: Attention: New York Derivatives Documentation

Telephone: (212) 250-9425

Fax: (212) 797-0779

Email: NYderivative.documentation@db.com

Party B: [ ]

Account Details:

Account Details of Buyer: [

Account Details of Seller:

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this
Confirmation and returning it to us by facsimile.

Yours sincerely,

DEUTSCHE BANK AG, ACTING THROUGH ITS NEW YORK BRANCH

By:

Name:
Title:

By

Name:
Title:
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Confirmed as of the date first above written:

GEMSTONE CDO VII LTD.
By HBK Investments, L.P., New York Branch, as its Investment Manager

By-

Name:
Title:

By:

Name:
Title:
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ISDA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE TRANSACTIONS
ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR

PHYSICAL SETTLEMENT1

(published on November 10, 2006)

This ISDA Standard Terms Supplement for use with Credit Derivative Transactions on Mortgage-Backed
Security with Pay-As-You-Go or Physical Settlement (the "CDS on MBS Terms') hereby incorporates by
reference the definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions as
published by the International Swaps and Derivatives Association, Inc. ("ISDA) (the "Credit Derivatives
Definitions"). In the event of any inconsistency between the Credit Derivatives Definitions and these CDS
on MBS Terms, these CDS on MBS Terms will govern. 2

References to the "Reference Obligation' in these CDS on MBS Terms or in the relevant Confirmation
shall be to the terms of the Reference Obligation (as defined below) set out in the Underlying Instruments
(as defined below) as amended from time to time unless otherwise specified below.

1. General Terms:

Trade Date: As shown in the relevant Confirmation.

Effective Date: As shown in the relevant Confirmation.

Scheduled Termination Date: Subject to paragraph 6, the Legal Final Maturity Date
of the Reference Obligation, subject to adjustment in
accordance with the Following Business Day
Convention.

Termination Date: The last to occur of:

(a) the fifth Business Day following the Effective
Maturity Date;

(b) the last Floating Rate Payer Payment Date;

(c) the last Delivery Date; and

(d) the last Additional Fixed Amount Payment
Date.

THE FOOTNOTES TO THIS CDS ON MBS STANDARD TERMS SUPPLEMENT ARE PROVIDED FOR CLARIFICATION ONLY
AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR DOCUMENTATION OF A CREDIT DERIVATIVE
TRANSACTION.
ISDA has not undertaken to review all applicable laws and regulations of any jurisdiction In which the Credit Derivatives Definitions
or these CDS on MBS Terms may be used. Therefore, parties are advised to consider the application of any relevant jurisdiction's
regulatory, tax, accounting, exchange or other requirements that may exist In connection with the entering into and documenting of a

Frivately negotiated credit derivative transaction.
The definitions and provisions In this ISDA Standard Terms Supplement for use with Credit Derivatives Transactions on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement may be incorporated into a Confirmation or other
document (including In electronic form) (a "Confirmation") by wording In the Confirmation indicating that, or the extent to
which, the Confirmation Is subject to this ISDA Standard Terms Supplement for use with Credit Derivatives Transactions
on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement. AiI definitions and provisions so Incorporated
in a Confirmation will be applicable to that Confirmation unless otherwise provided In that Confirmation.

2 Parties who wish to novate a trade documented by way of a Confirmation Incorporating these CDS on MBS
Terms should consider using the Form of Novation Confirmation set out in the Schedule to this ISDA Standard Terms
Supplement
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Floating Rate Payer:

Fixed Rate Payer:

Calculation Agent

Calculation Agent City.

Business Day:

Business Day Convention:

Reference Entity:

Reference Obligation:

Reference Policy:

Reference Price:

Applicable Percentage:

As shown in the relevant Confirmation (the "Seller").

As shown in the relevant Confirmation (the "Buyer).

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Following (which, with the exception of the Effective
Date, the Final Amortization Date, each Reference
Obligation Payment Date and the period end date of
each Reference Obligation Calculation Period, shall
apply to any date referred to in these CDS on MBS
Terms or In the Relevant Confirmation that falls on a
day that is not a Business Day).

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Section 2.30 of the Credit Derivatives Definitions shall
not apply.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

On any day, a percentage equal to A divided by B.

"A' means the product of the Initial Face Amount and
the Initial Factor as decreased on each Delivery Date
by an amount equal to* (a) the outstanding principal
balance of Deliverable Obligations Delivered to Seller
(as adjusted by the Relevant Amount, if any) divided
by the Current Factor on such day multiplied by (b) the
Initial Factor.

'B" means the product of the Original Principal Amount
and the Initial Factor;

(a) as increased by the outstanding principal
balance of any further Issues by the Reference
Entity that are fungible with and form part of
the same legal series as the Reference
Obligation; and

(b) as decreased by any cancellations of some or
all of the Outstanding Principal Amount
resulting from purchases of the Reference
Obligation by or on behalf of the Reference
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Entity.

Initial Face Amount As shown in the relevant Confirmation.

Reference Obligation Notional On the Effective Date, the product of:
Amount:

(a) the Original Principal Amount-

(b) the Initial Factor and

(c) the Applicable Percentage.

Following the Effective Date, the Reference Obligation
Notional Amount will be:

(i) decreased on each day on which a Principal
Payment is made by the relevant Principal
Payment Amount;

(ii) decreased on the day, if any, on which a
Failure to Pay Principal occurs by the relevant
Principal Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs by the relevant Writedown Amount;

(iv) increased on each day on which a Writedown
Reimbursement occurs by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs
(ii) or (iii) of the definition of "Writedown
Reimbursement"; and

(v) decreased on each Delivery Date by an
amount equal to the relevant Exercise Amount
minus the amount determined pursuant to
paragraph (b) of "Physical Settlement Amount"
below, provided that if any Relevant Amount is
applicable, the Exercise Amount will also be
deemed to be decreased by such Relevant
Amount (or increased by the absolute value of
such Relevant Amount if such Relevant
Amount is negative) with effect from such
Delivery Date;

provided that if the Reference Obligation Notional
Amount would be less than zero, it shall be deemed to
be zero.

For the avoidance of doubt, the Reference Obligation
Notional Amount shall not be increased by any deferral
or capitalization of interest that relates to the Term of
this Transaction or decreased by payment of any

This represents the percentage covered by the relevant Transaction of the Outstanding Principal Amount It may be more
than 100%.
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portion of the principal balance of the Reference
Obligation that is attributable to the deferral or
capitalization of interest during the Term of this
Transaction.

Initial Payment: As shown in the relevant Confirmation.

Fixed Rate Payer:

Fixed Rate:

Fixed Rate Payer Period End
Date:

Fixed Rate Payer Payment
Dates:

Fixed Amount:

Buyer

As shown in the relevant Confirmation, subject to
adjustment in accordance with paragraph 6 below.

The first day of each Reference Obligation Calculation
Period.

In the relevant Confirmation, the parties shall specify
either "Not CMBS Convention" or "CMBS Convention"
as applicable.

If "Not CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be each day falling five Business Days after a
Reference Obligation Payment Date; provided that the
final Fixed Rate Payer Payment Date shall fall on the
fifth Business Day following the Effective Maturity
Date.

If "CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be, after each Reference Obligation Payment
Date, the next following 25th calendar day of the
month, except that when a Reference Obligation
Payment Date falls on or after 25th calendar day of a
month, the Fixed Rate Payer Payment Date in respect
of such Reference Obligation Payment Date shall be
25th calendar day of the next following month;
provided that the final Fixed Rate Payer Payment Date
shall fall on the fifth Business Day following the
Effective Maturity Date.

In the relevant Confirmation, the parties shall specify
"Fixed Amount definition for underlying with no
payment delay" or "Fixed Amount definition for
underlying with payment delay".

If "Fixed Amount definition for underlying with no
payment delay" is specified in the relevant
Confirmation, the Fixed Amount shall be, with respect
to any Fixed Rate Payer Payment Date, an amount
equal to the product of:
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(a) the Fixed Rate;

(b) an amount determined by the Calculation
Agent equal to:

(i) the sum of the Reference Obligation
Notional Amount as at 5:00 p.m. in the
Calculation Agent City on each day in
the related Fixed Rate Payer
Calculation Period; divided by

(ii) the actual number of days in the
related Fixed Rate Payer Calculation
Period; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

If "Fixed Amount definition for underlying with payment
delay" is specified in the relevant Confirmation, then
the Fixed Amount shall be with respect to any Fixed
Rate Payer Payment Date, an amount equal to the
product of:

(a) the Fixed Rate;

(b) the Reference Obligation Notional Amount
outstanding on the last day of the Reference
Obligation Calculation Period related to such
Fixed Rate Payer Payment Date, as adjusted
for any. increases or decreases of the
Reference Obligation Notional Amount on the
Reference Obligation Payment Date
immediately preceding the related Reference
Obligation Payment Date; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Additional Fixed Amount (a) Each Fixed Rate Payer Payment Date; and
Payment Dates:

* (b) in relation to each Additional Fixed Payment
Event occurring after the second Business
Day prior to the last Fixed Rate Payer
Payment Date, the fifth Business Day after
Buyer has received notification from Seller or
the Calculation Agent of the occurrence of
such Additional Fixed Payment Event.

Additional Fixed Payments: Following the occurrence of an Additional Fixed
Payment Event in respect of the Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount
to Seller on the first Additional Fixed Amount Payment
Date falling at least two Business Days (or in the case
of an Additional Fixed Payment Event that occurs after
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the second Business Day prior to the last Fixed Rate
Payer Payment Date, five Business Days) after the
delivery of a notice by the Calculation Agent to the
parties or by Seller to Buyer stating that the related
Additional Fixed Amount is due and showing in
reasonable detail how such Additional Fixed Amount
was determined; provided that any such notice must
be given on or prior to the fifth Business Day following
the day that is one calendar year after the Effective
Maturity Date.

The occurrence on or after the Effective Date and on
or before the day that is one calendar year after the
Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement
or an Interest Shortfall Reimbursement.

With respect to each Additional Fixed Amount
Payment Date, an amount equal to the sum of:

(a) the Writedown Reimbursement Payment
Amount (if any);

(b) the Principal Shortfall Reimbursement
Payment Amount (if any); and

(c) the Interest Shortfall Reimbursement Payment
Amount (if any).

For the avoidance of doubt, each Writedown
Reimbursement Payment Amount, Principal Shortfall
Reimbursement Payment Amount or Interest Shortfall
Reimbursement Payment Amount (as applicable) shall
be calculated using the Applicable Percentage which
takes Into account the aggregate adjustment made to
the Applicable Percentage in respect of all Delivery
Dates that have occurred prior to the date of such
calculation.

Additional Fixed Payment
Event:

Additional Fixed Amount:

3. Floating Payments:

Floating Rate Payer: Seller

Floating Rate Payer Payment
Dates:

in relation to a Floating Amount Event, the first Fixed
Rate Payer Payment Date falling at least two Business
Days (or in the case of a Floating Amount Event that
occurs on the Legal Final Maturity Date or the Final
Amortization Date, the fifth Business Day) after delivery
of a notice by the Calculation Agent to the parties or a
notice by Buyer to Seller that the related Floating
Amount is due and showing in reasonable detail how
such Floating Amount was determined; provided that
any such notice must be given on or prior to the fifth
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Floating Payments:

Floating Amount Event:

Floating Amount:

Business Day following the Effective Maturity Date.

If a Floating Amount Event occurs, then on the relevant
Floating Rate Payer Payment Date, Seller will pay the
relevant Floating Amount to Buyer. For the avoidance
of doubt, the Conditions to Settlement are not required
to be satisfied in respect of a Floating Payment

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment
Date, an amount equal to the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount
(if any).

For the avoidance of doubt, each Writedown Amount,
Principal Shortfall Amount or Interest Shortfall Payment
Amount (as applicable) shall be calculated using the
Applicable Percentage which takes into account the
aggregate adjustment made to the Applicable
Percentage in respect of all Delivery Dates that have
occurred prior to the date of such calculation.

4. Credit Events and Physical Settlement

Conditions to Settlement: Credit Event Notice

Notifying Party: Buyer

Notice of Physical Settlement

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in
Section 3.7 of the Credit
Derivatives Definitions;
provided that Servicer Reports
in respect of the Reference
Obligation and, in respect of a
Distressed Ratings Downgrade
Credit Event only, any public
communications by any of the
Rating Agencies in respect of
the Reference Obligation shall
also be deemed Public
Sources.
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Specified Number I

provided that if the Calculation Agent has previously
delivered a notice to the parties or Buyer has
previously delivered a notice to Seller pursuant to the
definition of "Floating Rate Payer Payment Dates"
above in respect of a Writedown or a Failure to Pay
Principal, the only Condition to Settlement with respect
to any Credit Event shall be a Notice of Physical
Settlement

The parties agree that with respect to the Transaction
and notwithstanding anything to the contrary in the
Credit Derivatives Definitions:

(a) the Conditions to Settlement may be satisfied
on more than one occasion;

(b) multiple Physical Settlement Amounts may be
payable by Seller;

(c) Buyer, when providing a Notice of Physical
Settlement, must specify an Exercise Amount
and an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise Amount
that is less than the Reference Obligation
Notional Amount as of the date on which such
Notice of Physical Settlement is delivered
(calculated as though Physical Settlement in
respect of all previously delivered Notices of
Physical Settlement has occurred in full), the
rights and obligations of the parties under the
Transaction shall continue and Buyer may
deliver additional Notices of Physical
Settlement with respect to the initial Credit
Event or with respect to any additional Credit
Event at any time thereafter' and

(e) any Notice of Physical Settlement shall be
delivered no later than 30 calendar days after
the fifth Business Day following the earlier of
the Effective Maturity Date and the Optional
Step-up Early Termination Date.

Section 3.2(d) of the Credit Derivatives Definitions is
amended to delete the words "that is effective no later
than thirty calendar days after the Event Determination
Date".

Section 3.3 of the Credit Derivatives Definitions is
amended so that the following is added as sub-clause
(d):
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"(d) the expiration of any applicable grace period for a
Failure to Pay Principal Credit Event".

The following Credit Events shall apply to the
Transaction (and the first sentence of Section 4.1 of the
Credit Derivatives Definitions shall be amended
accordingly):

Failure to Pay Principal

Writedown

Additional Credit Event (as shown in the
relevant Confirmation).

Reference Obligation Only

Interest Shortfall Payment
Amount:

Interest Shortfall Cap:

Interest Shortfall Cap Amount:

Actual Interest Amount:

WAC Cap Interest Provision:

In respect of an Interest Shortfall, the relevant Interest
Shortfall Amount; provided that, if Interest Shortfall Cap is
specified as applicable in the relevant Confirmation and the
Interest Shortfall Amount exceeds the Interest Shortfall Cap
Amount, the Interest Shortfall Payment Amount in respect of
such Interest Shortfall shall be the Interest Shortfall Cap
Amount.

As shown in the relevant Confirmation.

As set out in the Interest Shortfall Cap Annex.

With respect to any Reference Obligation Payment Date,
payment by or on behalf of the Issuer of an amount in
respect of interest due under the Reference Obligation
(including, without limitation, any deferred interest or default
interest but excluding payments in respect of prepayment
penalties, yield maintenance provisions or principal, except
that the Actual Interest Amount shall include any payment of
principal representing capitalized interest that relates to the
Term of the Transaction) to the holder(s) of the Reference
Obligation in respect of the Reference Obligation.

As shown in the relevant Confirmation.

For this purpose, "WAC Cap' means a weighted average
coupon or weighted average rate cap provision (however
defined in the Underlying Instruments) of the Underlying
Instruments that limits, increases or decreases the interest
rate or interest entitlement in circumstances where the
Underlying Instruments as at the Trade Date and without
regard to any subsequent amendments, do not provide for
any interest shortfall arising as a result of such provision to
be deferred, capitalized or otherwise compensated for at
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any future time.

Expected Interest Amount: With respect to any Reference Obligation Payment Date, the
amount of current interest that would accrue during the
related Reference Obligation Calculation Period calculated
using the Reference Obligation Coupon on a principal
balance of the Reference Obligation equal to:

(a) the Outstanding Principal Amount taking into
account any reductions due to a principal deficiency
balance or realized loss amount (however described
in the Underlying Instruments) that are attributable
to the Reference Obligation minus

(b) the Aggregate Implied Writedown Amount (if any)

and that will be payable on the related Reference Obligation
Payment Date assuming for this purpose that sufficient
funds are available therefor in accordance with the
Underlying Instruments. Except as provided in (a) in the
previous sentence, the Expected Interest Amount shall be
determined without regard to (i) unpaid amounts in respect
of accrued interest on prior Reference Obligation Payment
Dates, or (ii) any prepayment penalties or yield maintenance
provisions.

The Expected Interest Amount shall be determined:

(x) if WAC Cap Interest Provision is specified as
applicable in the relevant Confirmation, after giving
effect to any WAC Cap; and

(y) if WAC Cap Interest Provision is specified as not
applicable in the relevant Confirmation, without
giving effect to any WAC Cap; and

in either case without regard to the effect of any provisions
(however described) of such Underlying Instruments that
otherwise permit the limitation of due payments to
distributions of funds available from proceeds of the
Underlying Assets, or that provide for the capitalization or
deferral of interest on the Reference Obligation during the
Term of the Transaction, or that provide for the extinguishing
or reduction of such payments or distributions (each a
"Limitation Provision") (but, for the avoidance of doubt,
taking account of any Writedown within paragraph (i) of the
definition of "Writedown" occurring in accordance with the
Underlying Instruments)4.

For the purposes of calculating the Expected Interest
Amount, and notwithstanding any other provision herein, the
Reference Obligation Coupon shall be deemed to include
any cap stated in the Underlying Instrument that is not a

Note that this will not impact the determination of "Expected Interest Amount" In respect of a Reference Obligation that
does not have a Limitation Provision.
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Interest Shortfall:

Interest Shortfall Amount:

Interest Shortfall
Reimbursement:

Interest Shortfall
Reimbursement Amount:

Interest Shortfall
Reimbursement Payment
Amount:

Limitation Provision and, where WAC Cap Interest Provision
is specified as not applicable in the relevant Confirmation, is
not a WAC Cap.

With respect to any Reference Obligation Payment Date,
either (a) the non-payment of an Expected Interest Amount
or (b) the payment of an Actual Interest Amount that is less
than the Expected Interest Amount.

For the avoidance of doubt, the occurrence of an event
within (a) or (b) shall be determined taking into account any
payment made under the Reference Policy, if applicable.

With respect to any Reference Obligation Payment Date, an
amount equal to the greater of:

(a) zero; and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;

minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference Obligation
Payment Date only, the Interest Shortfall Amount shall be
the amount determined in accordance with (a) and (b) above
multiplied by a fraction equal to:

(x) the number of days in the first Fixed Rate Payer
Calculation Period; over

(y) the number of days in the first Reference Obligation
Calculation Period.

With respect to any Reference Obligation Payment Date, the
payment by or on behalf of the Issuer of an Actual Interest
Amount in respect of the Reference Obligation that is
greater than the Expected Interest Amount.

With respect to any Reference Obligation Payment Date, the
product of (a) the amount of any Interest Shortfall
Reimbursement on such day and (b) the Applicable
Percentage.

If Interest Shortfall Cap is specified as not applicable in the
relevant Confirmation, the relevant Interest Shortfall
Reimbursement Amount. If Interest Shortfall Cap is specified
as applicable in the relevant Confirmation, the amount
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determined pursuant to the Interest Shortfall Cap Annex.

6. Consequences of Step-up of the Reference Obligation Coupon

Step-up provisions:

Step-up:

Non-Call Notification Date:

Non-Call Notice:

Increase of the Fixed Rate:

Optional Step-up Early
Termination: .

As shown in the relevant Confirmation.

If the Step-up provisions are applicable, then the following
provisions of this paragraph 6 shall apply.

On any day, an increase in the Reference Obligation
Coupon due to the failure of the Issuer or a third party to
exercise, in accordance with the Underlying Instruments, a
"clean-up call" or other right to purchase, redeem, cancel or
terminate (however described in the Underlying Instruments)
the Reference Obligation.

The date of delivery by the Calculation Agent to the parties
or by Buyer to Seller of a Non-Call Notice.

A notice given by the Calculation Agent to the parties or by
Buyer to Seller that the Reference Obligation has not been
purchased, redeemed, cancelled or terminated by the Issuer
or a third party, in accordance with the Underlying
Instruments, pursuant to a "clean-up call" or other right to
purchase, redeem, cancel or terminate (however described
in the Underlying Instruments) the Reference Obligation,
which failure will result in the occurrence of a Step-up.

Subject to *Optional Step-up Early Termination" below, upon
the occurrence of a Step-up, the Fixed Rate will be
increased by the number of basis points by which the
Reference Obligation Coupon is increased due to the
Step-up, such increase to take effect as of the Fixed Rate
Payer Payment Date immediately following the fifth
Business Day after the Non-Call Notification Date.

No later than five Business Days after the Non-Call
Notification Date, Buyer shall notify Seller (such notification,
a "Buyer Step-up Notice") whether Buyer wishes to continue
the Transaction at the increased Fixed Rate or to terminate
the Transaction.

If Buyer elects to terminate the Transaction, the date of
delivery of the Buyer Step-up Notice shall be the Scheduled
Termination Date (such date, the "Optional Step-up Early
Termination Date") and in such case "Increase of the Fixed
Rate" in this paragraph 6 shall not apply.

No amount shall be payable by either party in respect of the
Optional Step-up Early Termination Date other than any
Fixed Amount, Additional Fixed Amount, Floating Amount or
Physical Settlement Amount calculated in accordance with
the terms hereof. For the avoidance of doubt, the obligation
of a party to pay any amount that has become due and
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payable under the Transaction and remains unpaid as at the
Optional Step-up Early Termination Date shall not be
affected by the occurrence of the Optional Step-up Early
Termination Date.

If Buyer fails to deliver the Buyer Step-up Notice by the fifth
Business Day after the Non-Call Notification Date, Buyer
shall be deemed to have elected to continue the Transaction
at the increased Fixed Rate as described under "Increase of
the Fixed Rate".

If Buyer elects, or is deemed to have elected, to continue
the Transaction at the increased Fixed Rate, the
Transaction shall continue.

7. Settlement Terms

Settlement Method: Physical Settlement

Terms Relating to Physical Settlement:

Physical Settlement Period: Five Business Days

Deliverable Obligations: Exclude Accrued Interest

Deliverable Obligations: Deliverable Obligation Category: Reference Obligation
Only

Physical Settlement Amount: An amount equal to:

(a) the product of the Exercise Amount and the
Reference Price; minus

(b) the sum of:

(i) if the Aggregate Implied Writedown
Amount is greater than zero, the product of
(A) the Aggregate Implied Writedown
Amount, (B) the Applicable Percentage,
each as determined immediately prior to
the relevant Delivery and (C) the relevant
Exercise Percentage; and

(ii) the product of (A) the aggregate of all
Writedown Amounts in respect of
Writedowns within paragraph (i)(B) of the
definition of "Writedown" minus the
aggregate of all Writedown
Reimbursement Amounts in respect of
Writedown Reimbursements within
paragraph (ii)(B) of the definition of
"Writedown Reimbursement! and (B) the
relevant Exercise Percentage;
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provided that if the Physical Settlement Amount would
exceed the product of:

(1) the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical
Settlement is delivered calculated as though
Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has
occurred in full; and

(2) the Exercise Percentage;

then the Physical Settlement Amount shall be deemed to
be equal to such product.

Delayed Payment: With respect to a Delivery Date, if a Servicer Report that
describes a Delayed Payment is delivered to holders of the
Reference Obligation or to the Calculation Agent on or
after such Delivery Date, Buyer will pay the applicable
Delayed Payment Amount to Seller no later than five
Business Days following the later of (a) the day on which
such Servicer Report is delivered and (b) the day on which
such Delayed Payment is due and payable.

Escrow: Applicable

Non-delivery by Buyer or If Buyer has delivered a Notice of Physical Settlement and:
occurrence of the Effective
Maturity Date: (a) Buyer does not Deliver in full the Deliverable

Obligations specified in that Notice of Physical
Settlement on or prior to the Physical Settlement
Date; or

(b) the Effective Maturity Date occurs after delivery of
the Notice of Physical Settlement but before Buyer
Delivers the Deliverable Obligations specified in
that Notice of Physical Settlement;

then such Notice of Physical Settlement shall be deemed
not to have been delivered and any reference in these
CDS on MBS Terms to a previously delivered Notice of
Physical Settlement shall exclude any Notice of Physical
Settlement that is deemed not to have been delivered.
Sections 9.2(c)(ii) (except for the first sentence thereof),
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives
Definitions shall not apply.

8. Additional Provisions:

(a) Delivery of Servicer Report

If either party makes a request in writing, the Calculation Agent agrees to provide such party with
a copy of the most recent Servicer Report promptly following receipt of such request, if and to the

extent such Servicer Report is reasonably available to the Calculation Agent (whether or not the
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Calculation Agent is a holder of the Reference Obligation). In addition, if a Floating Payment or an
Additional Fixed Payment is due hereunder, then the Calculation Agent or the party that notifies
the other party that the relevant Floating Payment or Additional Fixed Payment is due, as

applicable, (the "Notifying Party") shall deliver a copy of any Servicer Report relevant to such

payment that is requested by the party that is not the Notifying Party or by either party where the
Notifying Party is the Calculation Agent, if and to the extent that such Servicer Report is
reasonably available to the Notifying Party (whether or not the Notifying Party is a holder of the

Reference Obligation).

(b) Calculation Agent and Buyer and Seller Detenninations

The Calculation Agent shall be responsible for determining and calculating (I) the Fixed Amount

payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating Amount Event

and the related Floating Amount and (iii) the occurrence of an Additional Fixed Payment Event

and the related Additional Fixed Amount; provided that notwithstanding the above, each of Buyer
and Seller shall be entitled to determine and calculate the above amounts to the extent that Buyer
or Seller, as applicable, has the right to deliver a notice to the other party demanding payment of

such amount. The Calculation Agent or Buyer or Seller, as applicable, shall make such

determinations and calculations based solely on the basis of the Servicer Reports, to the extent

such Servicer Reports are reasonably available to the Calculation Agent or such party. The

Calculation Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any
of the determinations or calculations specified in (i) and (ii) above, notify the parties or the other

party, as applicable, of such determinations and calculations. For the avoidance of doubt, if an

Interest Shortfall Amount is not explicitly set out in the Servicer Report but the Calculation Agent
determines that an Interest Shortfall has occurred on the basis of information in such Servicer

Report, then the relevant Interest Shortfall Amount shall be calculated by the Calculation Agent
on the basis of such information.5

(c) Adjustment of Calculation Agent Determinations

To the extent that a Servicer furnishes any Servicer Reports correcting information contained in

previously issued Servicer Reports, and such corrections impact calculations pursuant to the

Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by the

Calculation Agent to reflect the corrected information (provided that, for the avoidance of doubt,

no amounts in respect of interest shall be payable by either party and provided that the

Calculation Agent in performing the calculations pursuant to this paragraph will assume that no

interest has accrued on any adjusted amount), and the Calculation Agent shall promptly notify

both parties of any corrected payments required by either party. Any required corrected payments

shall be made within five Business Days of the day on which such notification by the Calculation

Agent is effective.

9, Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as

Section 3(a)(iv) of the form of Novation Agreement set forth in Exhibit E to the Credit Derivatives

Definitions to the Reference Entity shall be deemed to be references to both the Reference Entity
and the Insurer in respect of the Reference Policy, if applicable.

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit Derivatives

Definitions shall be amended by (i) inserting the words "the Insurer in respect of the

Reference Policy, if applicable' at the end of subparagraph (a)(ii)(A) thereof, (ii) inserting
the words ", servicer, sub-servicer, master servicer" before the words "or paying agent" in

subparagraph (a)(ii)(B) thereof and (iii) deleting the word "or" at the end of subparagraph
(a)(iii) thereof and inserting at the end of subparagraph (a)(iv) thereof the following: "or (v)

This is intended to cover any situation in which the Servicer Report does not report on Interest Shortfalls.
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is information contained in a notice or on a website published by an internationally
recognized rating agency that has at any time rated the Reference Oblgation".

(ii) The definition of "Physical Settlement" in Section 8.1 of the Credit Derivatives Definitions
shall be amended by (i) deleting the words "Physical Settlement Amount" from the last
line of the second paragraph thereof and (ii) inserting in lieu thereof the words "Exercise
Amount".

(iii) The definition of "Physical Settlement Date" in Section 8.4 of the Credit Derivatives
Definitions shall be amended by deleting the last sentence thereof.

(c) For the purposes of the Transaction only, the following terms have the meanings given below:

"Actual Principal Amount" means, with respect to the Final Amortization Date or the Legal Final
Maturity Date, an amount paid on such day by or on behalf of the Issuer in respect of principal
(excluding any amount representing capitalized interest that relates to the Term of the
Transaction) to the holder(s) of the Reference Obligation in respect of the Reference Obligation.

"Aggregate Implied Writedown Amount" means the greater of (i) zero and (ii) the aggregate of all
Implied Writedown Amounts minus the aggregate of all Implied Writedown Reimbursement
Amounts.

"Current Factor" means the factor of the Reference Obligation as specified in the most recent
Servicer Report; provided that if the factor is not specified in the most recent Servicer Report or
the factor specified includes deferred or capitalized interest that relates to the Term of the
Transaction, then the Current Factor shall be the ratio equal to (i) the Outstanding Principal
Amount as of such date, determined in accordance with the most recent Servicer Report over
(ii) the Original Principal Amount.

"Current Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, an amount determined as of the last day of such Reference Obligation
Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of:

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the Par Passu Amount
plus the Senior Amount minus the aggregate outstanding asset pool
balance securing the payment obligations on the Reference Obligation
(all such outstanding asset pool balances as obtained by the Calculation
Agent from the most recently dated Servicer Report available as of such
day), calculated based on the face amount of the assets then in such
pool, whether or not any such asset is performing.

"Delayed Payment" means, with respect to a Delivery Date, a Principal Payment, Principal
Shortfall Reimbursement or a Writedown Reimbursement within paragraph (i) of the definition of
"Writedown Reimbursement" that is described in a Servicer Report delivered to holders of the
Reference Obligation or to the Calculation Agent on or after such Delivery Date.
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"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation as of
a date prior to a Delivery Date are paid a Delayed Payment on or after such Delivery Date, an
amount equal to the product of (i) the sum of all such Delayed Payments, (ii) the Reference Price,
(iii) the Applicable Percentage immediately prior to such Delivery Date and (iv) the Exercise
Percentage.

"Distressed Ratings Downgrade" means that the Reference Obligation:

(i) if publicly rated by Moody's, (A) is downgraded to "Caa2" or below by Moody's or (B) has
the rating assigned to it by Moody's withdrawn and, in either case, not reinstated within
five Business Days of such downgrade or withdrawal; provided that if such Reference
Obligation was assigned a public rating of "Baa3" or higher by Moody's immediately prior
to the occurrence of such withdrawal, it shall not constitute a Distressed Ratings
Downgrade If such Reference Obligation is assigned a public rating of at least "Caal" by
Moody's within three calendar months after such withdrawal; or

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC" or below by Standard
& Poor's or (B) has the rating assigned to it by Standard & Poor's withdrawn and, in either
case, not reinstated within five Business Days of such downgrade or withdrawal; provided
that if such Reference Obligation was assigned a public rating of "BBB-" or higher by
Standard & Poor's immediately prior to the occurrence of such withdrawal, it shall not
constitute a Distressed Ratings Downgrade if such Reference Obligation is assigned a
public rating of at least "CCC+" by Standard & Poor's within three calendar months after
such withdrawal; or

(iii) if publicly rated by Fitch, (A) is downgraded to "CCC" or below by Fitch or (B) has the
rating assigned to it by Fitch withdrawn and, in either case, not reinstated within five
Business Days of such downgrade or withdrawal; provided that if such Reference
Obligation was assigned a public rating of "BBB-" or higher by Fitch immediately prior to
the occurrence of such withdrawal, it shall not constitute a Distressed Ratings
Downgrade if such Reference Obligation is assigned a public rating of at least "CCC+" by
Fitch within three calendar months after such withdrawal.

"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the
Final Amortization Date.

"Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of
Physical Settlement relates equal to the product of (i) the original face amount of the Reference
Obligation to be Delivered by Buyer to Seller on the applicable Physical Settlement Date; and (ii)
the Current Factor as of such date. The Exercise Amount to which a Notice of Physical
Settlement relates shall (A) be equal to or less than the Reference Obligation Notional Amount
(determined, for this purpose, without regard to the effect of any Writedown or Writedown
Reimbursement within paragraphs (i)(B) or (iii) of "Writedown" or paragraphs (ii)(B) or (iii) of
"Writedown Reimbursement", respectively) as of the date on which the relevant Notice of
Physical Settlement is delivered calculated as though the Physical Settlement of all previously
delivered Notices of Physical Settlement has occurred in full and (B) not be less than the lesser of
(1) the Reference Obligation Notional Amount as of the date on which the relevant Notice of

Physical Settlement is delivered calculated as though Physical Settlement in respect of all
previously delivered Notices of Physical Settlement has occurred in full and (2) USD100,000.
The cumulative original face amount of Deliverable Obligations specified in all Notices of Physical
Settlement shall not at any time exceed the Initial Face Amount. For the avoidance of doubt: (a)
if any capitalization or deferral of interest in respect of the Reference Obligation has occurred
during the Term of the Transaction and has not been recovered by holders of the Reference
Obligation pursuant to the terms of the Underlying Instruments, then, for the purpose of
determining the amount of Deliverable Obligations to be Delivered, the Exercise Amount
(determined above by reference to the original face amount) will represent an outstanding
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principal balance of the Reference Obligation to be Delivered by Buyer that includes the
proportion of unrecovered interest attributable to the Reference Obligation to be Delivered and (b)
notwithstanding the foregoing, the Physical Settlement Amount payable by Seller in relation to
such Exercise Amount shall not include any amount in respect of such unrecovered interest.

"Exercise Percentage" means, with respect to a Notice of Physical Settlement, a percentage
equal to the original face amount of the Deliverable Obligations specified in such Notice of
Physical Settlement divided by an amount equal to (i) the Initial Face Amount minus (ii) the
aggregate of the original face amount of all Deliverable Obligations specified in all previously
delivered Notices of Physical Settlement.

"Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal
Final Maturity Date, an amount equal to (i) the Outstanding Principal Amount of the Reference
Obligation payable. on such day (excluding any amount representing capitalized interest that
relates to the Term of the Transaction) assuming for this purpose that sufficient funds are
available for such payment, where such amount shall be determined in accordance with the
Underlying Instruments, minus (ii) the sum of (A) the Aggregate Implied Writedown Amount (if
any) and (B) the net aggregate principal deficiency balance or realized loss amounts (however
described in the Underlying Instruments) that are attributable to the Reference Obligation. The
Expected Principal Amount shall be determined without regard to the effect of any provisions
(however described) of the Underlying Instruments that permit the limitation of due payments or
distributions of funds in accordance with the terms of such Reference Obligation or that provide
for the extinguishing or reduction of such payments or distributions.

"Failure to Pay Principal" means (i) a failure by the Reference Entity (or any Insurer) to pay an
Expected Principal Amount on the Final Amortization Date or the Legal Final Maturity Date, as
the case may be, or (ii) payment on any such day of an Actual Principal Amount that is less than
the Expected Principal Amount; provided that the failure by the Reference Entity (or any Insurer)
to pay any such amount in respect of principal in accordance with the foregoing shall not
constitute a Failure to Pay Principal if such failure has been remedied within any grace period
applicable to such payment obligation under the Underlying Instruments or, if no such grace
period is applicable, within three Business Days after the day on which the Expected Principal
Amount was scheduled to be paid.

"Final Amortization Date" means the first to occur of (i) the date on which the Reference

Obligation Notional Amount is reduced to zero and (ii) the date on which the assets securing the
Reference Obligation or designated to fund amounts due in respect of the Reference Obligation
are liquidated, distributed or otherwise disposed of in full and the proceeds thereof are distributed
or otherwise disposed of in full.

"Fitch" means Fitch Ratings or any successor to its rating business.

"Implied Writedown Amount" means, (i) if the Underlying Instruments do not provide for
writedowns, applied losses, principal deficiencies or realized losses as described in (i) of the
definition of "Writedown" to occur in respect of the Reference Obligation, on any Reference
Obligation Payment Date, an amount determined by the Calculation Agent equal to the excess, if
any, of the Current Period Implied Writedown Amount over the Previous Period Implied
Writedown Amount, in each case in respect of the Reference Obligation Calculation Period to
which such Reference Obligation Payment Date relates, and (ii) in any other case, zero.

"Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by (ii) the
Pari Passu Amount.

"Implied Writedown Reimbursement Amount" means, (i) if the Underlying Instruments do not
provide for writedowns, applied losses, principal deficiencies or realized losses as described in (i)
of the definition of "Writedown" to occur in respect of the Reference Obligation, on any Reference
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Obligation Payment Date, an amount determined by the Calculation Agent equal to the excess, if
any, of the Previous Period Implied Writedown Amount over the Current Period Implied
Writedown Amount, in each case in respect of the Reference Obligation Calculation Period to
which such Reference Obligation Payment Date relates, and (ii) in any other case, zero, provided
that the aggregate of all Implied Writedown Reimbursement Amounts at any time shall not
exceed the Outstanding Principal Amount.

"Legal Final Maturity Date" means the date set out in paragraph 1 above (subject, for the
avoidance of doubt, to any business day convention applicable to the legal final maturity date of
the Reference Obligation), provided that if the legal final maturity date of the Reference Obligation
is amended, the Legal Final Maturity Date shall be such date as amended.

"Moody's" means Moody's Investors Service, Inc. or any successor to its rating business.

"Outstanding Principal Amount" means, as of any date of determination with respect to the
Reference Obligation, the outstanding principal balance of the Reference Obligation as of such
date, which shall take into account:

(i) all payments of principal;

(ii) all writedowns or applied losses (however described in the Underlying Instruments)
resulting in a reduction in the outstanding principal balance of the Reference Obligation
(other than as a result of a scheduled or unscheduled payment of principal);

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant to an
amendment to the Underlying Instruments resulting in a reduction in the outstanding
principal balance of the Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this
definition; and

(v) any increase in the outstanding principal balance of the Reference Obligation that reflects
a reversal of any prior reductions described in (ii) and (iii) of this definition; and

(vi) any increase in the outstanding principal balance of the Reference Obligation that is
attributable to the deferral or capitalization of interest prior to the Effective Date.

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion of the
outstanding principal balance of the Reference Obligation that is attributable to the deferral or
capitalization of interest during the Term of this Transaction.

"Parl Passu Amount" means, as of any date of determination, the aggregate of the Outstanding
Principal Amount of the Reference Obligation and the aggregate outstanding principal balance of
all obligations of the Reference Entity secured by the Underlying Assets and ranking pan passu in
priority with the Reference Obligation.

"Previous Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, the Current Period Implied Writedown Amount as determined in relation to the
last day of the immediately preceding Reference Obligation Calculation Period.

"Principal Payment" means, with respect to any Reference Obligation Payment Date, the
occurrence of a payment of an amount to the holders of the Reference Obligation in respect of
principal (scheduled or unscheduled) in respect of the Reference Obligation other than a payment
in respect of principal representing capitalized interest that relates to the Term of the Transaction,
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excluding, for the avoidance of doubt, any Writedown Reimbursement or Interest Shortfall
Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date, an
amount equal to the product of (i) the amount of any Principal Payment on such date and (ii) the
Applicable Percentage.

"Principal Shortfall Amount" means, in respect of a Failure to Pay Principal, an amount equal to
the greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the Actual Principal Amount;

(B) the Applicable Percentage; and

(C) the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional Amount
immediately prior to the occurrence of such Failure to Pay Principal, then the Principal Shortfall
Amount shall be deemed to be equal to the Reference Obligation Notional Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to any day, the payment by or on behalf
of the Issuer of an amount in respect of the Reference Obligation in or toward the satisfaction of
any deferral of or failure to pay principal arising from one or more prior occurrences of a Failure to
Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of (i) the
amount of any Principal Shortfall Reimbursement on such day, (ii) the Applicable Percentage and
(iii) the Reference Price.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional Fixed
Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in respect of
all Principal Shortfall Reimbursements (if any) made during the Reference Obligation Calculation
Period relating to such Additional Fixed Amount Payment Date, provided that the aggregate of all
Principal Shortfall Reimbursement Payment Amounts at any time shall not exceed the aggregate
of all Floating Amounts paid by Seller in respect of occurrences of Failure to Pay Principal prior to
such Additional Fixed Amount Payment Date.

"Rating Agencies" means Fitch, Moody's and Standard & Poor's.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation
Payment Date, a period corresponding to the interest accrual period relating to such Reference

. Obligation Payment Date pursuant to the Underlying Instruments.

"Reference Obligation Coupon" means the periodic interest rate applied in relation to each
Reference Obligation Calculation Period on the related Reference Obligation Payment Date, as
determined in accordance with the terms of the Underlying Instruments as at the Effective Date,
without regard to any subsequent amendment.

"Reference Obligation Payment Date" means (i) each scheduled distribution date for the
Reference Obligation occurring on or after the Effective Date and on or prior to the Scheduled
Termination Date, determined in accordance with the Underlying Instruments and (ii) any day
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after the Effective Maturity Date on which a payment is made in respect of the Reference
Obligation.

"Relevant Amount' means, if a Servicer Report that describes a Principal Payment, Writedown or
Writedown Reimbursement (other than a Writedown Reimbursement within paragraph (i) of
"Writedown Reimbursement"), in each case that has the effect of decreasing or increasing the
interest-accruing principal balance of the Reference Obligation as of a date prior to a Delivery
Date but such Servicer Report is delivered to holders of the Reference Obligation or to the
Calculation Agent on or after such Delivery Date, an amount equal to the product of (i) the sum of
any such Principal Payment (expressed as a positive amount), Writedown (expressed as a
positive amount) or Writedown Reimbursement (expressed as a negative amount), as applicable;
(ii) the Reference Price; (iii) the Applicable Percentage immediately prior to such Delivery Date;
and (iv) the Exercise Percentage.

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all
obligations of the Reference Entity secured by the Underlying Assets and ranking senior in
priority to the Reference Obligation.

"Servicer" means any trustee, servicer, sub-servicer, master servicer, fiscal agent, paying agent
or other similar entity responsible for calculating payment amounts or providing reports pursuant
to the Underlying Instruments.

"Servicer Reports" means periodic statements or reports regarding the Reference Obligation
provided by the Servicer to holders of the Reference Obligation.

"Standard & Poor's" means Standard & Poor's Rating Services, a division of The McGraw-Hill
Companies, Inc. or any successor to its rating business.

"Underlying Assets" means the assets securing the Reference Obligation for the benefit of the
holders of the Reference Obligation and which are expected to generate the cashflows required
for the servicing and repayment (in whole or in part) of the Reference Obligation, or the assets to
which a holder of such Reference Obligation is economically exposed where such exposure is
created synthetically.

"Underlying Instruments" means the indenture, trust agreement, pooling and servicing agreement
or other relevant agreement(s) setting forth the terms of the Reference Obligation.

"Writedown" means the occurrence at any time on or after the Effective Date of:

(i) (A) a writedown or applied loss (however described in the Underlying Instruments)
resulting in a reduction in the Outstanding Principal Amount (other than as a
result of a scheduled or unscheduled payment of principal); or

(B) the attribution of a principal deficiency or realized loss (however described in the
Underlying Instruments) to the Reference Obligation resulting in a reduction or
subordination of the current interest payable on the Reference Obligation;

(ii) the forgiveness of any amount of principal by the holders of the Reference Obligation
pursuant to an amendment to the Underlying Instruments resulting in a reduction in the
Outstanding Principal Amount; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (i) above to occur in respect of the
Reference Obligation, an Implied Writedown Amount being determined in respect of the
Reference Obligation by the Calculation Agent.
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'Writedown Amount' means, with respect to any day, the product of (I) the amount of any
Writedown on such day, (ii) the Applicable Percentage and (iii) the Reference Price.

"Writedown Reimbursement' means, with respect to any day, the occurrence of:

(I) a payment by or on behalf of the Issuer of an amount in respect of the Reference
Obligation in reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of
the Reference Obligation to reflect the reversal of any prior Writedowns; or

(B) a decrease in the principal deficiency balance or realized loss amounts (however
described in the Underlying Instruments) attributable to the Reference Obligation;
or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (ii) above to occur in respect of the
Reference Obligation, an Implied Writedown Reimbursement Amount being determined
in respect of the Reference Obligation by the Calculation Agent

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the
product of:

(i) the sum of all Writedown Reimbursements on that day;

(ii) the Applicable Percentage; and

(iii) the Reference Price.

"Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed
Amount Payment Date, the sum of the Writedown Reimbursement Amounts in respect of all
Writedown Reimbursements (if any) made during the Reference Obligation Calculation Period
relating to such Additional Fixed Amount Payment Date, provided that the aggregate of all
Writedown Reimbursement Payment Amounts at any time shall not exceed the aggregate of all
Floating Amounts paid by Seller in respect of Writedowns occurring prior to such Additional Fixed
Amount Payment Date.

Interest Shortfall Cap Annex

If Interest Shortfall Cap is specified as applicable in the relevant Confirmation, then the following
provisions will apply:

Interest Shortfall Cap Basis: As shown in the relevant Confirmation.

Interest Shortfall Cap Amount: If the Interest Shortfall Cap Basis Is Fixed Cap, the Interest
Shortfall Cap Amount in respect of an Interest Shortfall shall
be the Fixed Amount calculated in respect of the Fixed Rate
Payer Payment Date immediately following the Reference
Obligation Payment Date on which the relevant Interest
Shortfall occurred.

- If the Interest Shortfall Cap Basis is Variable Cap, the
Interest Shortfall Cap Amount applicable in respect of a
Floating Rate Payer Payment Date shall be an amount
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equal to the product of:

Interest Shortfall
Compounding:

Interest Shortfall
Reimbursement Payment
Amount:

(a) the sum of the Relevant Rate and the Fixed Rate
applicable to the Fixed Rate Payer Calculation
Period immediately preceding the Reference
Obligation Payment Date on which the relevant
Interest Shortfall occurs;

(b) the amount determined by the Calculation Agent
under sub-clause (b) of the definition of "Fixed
Amount" in relation to the relevant Fixed Rate Payer
Payment Date; and

(c) the actual number of days in such Fixed Rate Payer
Calculation Period divided by 360.

As shown in the relevant Confirmation.

If Interest Shortfall Cap is specified as applicable in the
relevant Confirmation, then with respect to the first
Additional Fixed Amount Payment Date, zero, and with
respect to any subsequent Additional Fixed Amount
Payment Date and calculated as of the Reference
Obligation Payment Date immediately preceding such
Additional Fixed Amount Payment Date, as specified by the
Calculation Agent in its notice to the parties or by Seller in
its notice to Buyer of the existence of an Interest Shortfall
Reimbursement, an amount equal to the greater of:

zero; and

the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall
Payment Amount as of the
Additional Fixed Amount Payment
Date immediately preceding such
Reference Obligation Payment
Date; and

-(B) either:

(1) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor for
the Fixed Rate Payer
Calculation Period
immediately preceding such
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Additional Fixed Amount
Payment Date (or 1.0 in
respect of any Additional
Fixed Amount Payment
Date occurring after the
final Fixed Rate Payer
Payment Date); or

(2) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

minus

(ii) the Cumulative Interest Shortfall Amount as
of such Reference Obligation Payment
Date;

provided that if the Interest Shortfall Reimbursement
Payment Amount on an Additipnal Fixed Amount Payment
Date would exceed the Interest Shortfall Reimbursement
Amount in respect of the related Reference Obligation
Payment Date, then such Interest Shortfall Reimbursement
Payment Amount shall be deemed to be equal to such
Interest Shortfall Reimbursement Amount.

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date, an
Amount: amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as
of the Reference Obligation Payment Date
immediately preceding such Reference
Obligation Payment Date or, in the case of
the first Reference Obligation Payment
Date, zero; plus

(ii) the Interest Shortfall Amount (if any) in
respect of such Reference Obligation
Payment Date; plus

(iii) either

(A) if Interest Shortfall Compounding is
specified as applicable in the
relevant Confirmation, an amount
determined by the Calculation
Agent as the amount of interest that
would accrue on the Cumulative
Interest Shortfall Amount
immediately preceding such
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Reference Obligation Payment Date
during the related Reference
Obligation Calculation Period
pursuant to the Underlying
Instruments or, in the case of the
first Reference Obligation Payment
Date, zero; or

(B) If Interest Shortfall Compounding is
specified as not applicable in the
relevant Confirmation, 0; minus

(iv) the Interest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Amount shall be multiplied by a fraction
equal to (a) the Applicable Percentage Immediately following
such Delivery divided by (b) the Applicable Percentage
immediately prior to such Delivery; provided, however, that if
more than one Delivery is made during a Reference
Obligation Calculation Period, the Cumulative Interest
Shortfall Amount calculated as of the Reference Obligation
Payment Date occurring immediately after such Reference
Obligation Calculation Period shall be multiplied by a
fraction equal to (a) the Applicable Percentage immediately
following the final Delivery made during such Reference
Obligation Calculation Period over (b) the Applicable
Percentage immediately prior to the first Delivery made
during such Reference Obligation Calculation Period.

Cumulative Interest Shortfall The Cumulative Interest Shortfall Payment Amount with
Payment Amount: respect to any Fixed Rate Payer Payment Date and any

Additional Fixed Amount Payment Date falling on such
Fixed Rate Payer Payment Date shall be an amount equal
to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment
Amount for the Reference
Obligation Payment Date
corresponding to such Fixed Rate
Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest
Shortfall Payment Amount
as of the Fixed Rate Payer
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Payment Date immediately
preceding such Fixed Rate
Payer Payment Date (or
zero in the case of the first
Fixed Rate Payer Payment
Date); and

(2) either:

(AA) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor, or

(BB) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

minus

(ii) any Interest Shortfall . Reimbursement
Payment Amount paid on such Fixed Rate
Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date
falling after the final Fixed Rate Payer Payment Date, the
Cumulative Interest Shortfall Payment Amount shall be
equal to:

(x) the Cumulative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate
Payer Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring
after the final Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment
Amount paid on such Additional Fixed Amount
Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Payment Amount shall be multiplied by a
fraction equal to (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage Immediately prior to such Delivery; provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Payment Amount calculated as of the
Reference Obligation Payment Date occurring immediately
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after such Reference Obligation Calculation Period shall be
multiplied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made
during such Reference Obligation Calculation Period and (b)
the Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation Calculation
Period.

Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an
Payment Compounding Factor amount equal to the sum of:

(a) 1.0;

plus

(b) the product of:

(i) the sum of (A) the Relevant Rate plus (B) the
Fixed Rate; and

(ii) the actual number of days in such Fixed Rate
Payer Calculation Period divided by 360;

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period, the
Floating Rate, expressed as a decimal number with seven
decimal places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this
paragraph;

(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period" for purposes of such
determination; and

(c) the following terms applied:

(I) the Floating Rate Option were the Rate
Source;

(ii) the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the Effective
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Rate Source:

GEM7-00000776Confidential Treatment Requested

Maturity Date to and including the Termination Date.

As shown in the relevant Confirmation.
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Schedule

Form of Novation Confirmation

[Headed paper of Party A]

NOVATION CONFIRMATION

for use with the ISDA Standard Terms Supplement for use with Credit Derivative Transaction on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement as published by the International

Swaps and Derivatives Association, Inc.

Date:

To: [Name and Address or Facsimile Number of Party B and Party C]

From: [Party A]

Re: Novation Transaction

Dear :

The purpose of this [facsimile][Ietter] is to confirm the terms and conditions of the Novation
Transaction entered into between the parties and effective from the Novation Date specified below. This
Novation Confirmation constitutes a "Confirmation' as referred to in the New Agreement specified below.

1. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the
"Definitions"), the terms and provisions of the 2003 ISDA Credit Derivatives Definitions (the "Credit
Derivatives Definitions"), as published by the International Swaps and Derivatives Association, Inc. and
amended from time to time and the Annex hereto are each incorporated in this Novation Confirmation. In
the event of any inconsistency between (i) the Definitions (as amended by the Annex hereto), (ii) the
Credit Derivatives Definitions and/or (iii) the Novation Agreement (as amended by the Annex hereto), this
Novation Confirmation will govern.

2. The terms of the Novation Transaction to which this Novation Confirmation relates are as
follows:

[Novation Trade Date:]
Novation Date:
Novated Percentage:
[Transferor][Transferor 1 (and notwithstanding Section 1.5 of the Definitions)]:
[Transferor 2 (and notwithstanding Section 1.5 of the Definitions)]:
[Transferee][Transferee 1]:
[Remaining Party (and notwithstanding Section 1.6 of the Definitions)][Transferee 2 (and
notwithstanding Section 1.6 of the Definitions)]:
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[New Agreement (between [Transferee 1 and Transferee ISDA Master Agreement [dated
2][Transferee and Remaining Party])]: as of ][as per Section

1.11 of the Definitions] subject to
[English law][the laws of the State
of New York]

3. The terms of each Old Transaction to which this Novation Confirmation relates[, for
identification purposes, are as follows:][shall be specified in the copy of the Old Confirmation attached
hereto as Exhibit A.]

Reference Entity
Reference Obligation:
Trade Date of Old Transaction:
Effective Date of Old Transaction:
Applicable Percentage of Old Transaction:
Scheduled Termination Date of Old
Transaction:

4. The terms of each New Transaction to which this Novation Confirmation relates [are as
follows:][shall be specified in Section[s] _ [, and__] of] the copy of the Old Confirmation attached
hereto as Exhibit A.][shall be specified in the New Confirmation attached hereto as Exhibit [A][B]].

Full First Calculation Period Applicable, [commencing on [ ]]
[commencing on [ ], with respect
to any amounts to be paid by the
Transferee, and [ ], with respect
to any amounts to be paid by the
Remaining Party.

5. Other Provisions: [[Additional Provisions relating to the New Transaction][Credit Support
Documents relating to the New Transaction]]:

6. Miscellaneous Provisions: [Non-Reliance][

7. Notice Details:

Telephone and/or Facsimile Numbers for Notices:
Transferee:
Remaining Party: [

8. [The parties confirm their acceptance to be bound by this Novation Confirmation as of the
Novation Date by executing a copy of this Novation Confirmation and returning it to us]. The Transferor,
by its execution of a copy of this Novation Confirmation, agrees to the terms of the Novation Confirmation
as it relates to each Old Transaction. The Transferee, by its execution of a copy of this Novation
Confirmation, agrees to the terms of the Novation Confirmation as it relates to each New Transaction.].

9. The Remaining Party and the Transferee agree that, notwithstanding any provision in the
Old Transaction to which this Novation Confirmation relates, all rights of the Remaining Party and the
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Transferor in respect of Floating Amounts and Additional Fixed Amounts that arose before the Novation
Date shall be deemed to have been exercised and all obligations of such parties in respect of such events
that have arisen or are deemed to have arisen shall be deemed to have been satisfied in full, in each
case solely for the purposes of determining the rights and obligations of the Remaining Party and the
Transferee under the New Transaction. Nothing in this paragraph shall affect the rights or obligations of
the Remaining Party or the Transferor under the Old Transaction.

(Name of Remaining Party)

B y: ...........................................
Name:
Title:
Date:

(Name of Transferee)

By ......................
Name: ........ ............
Title: ............... .........
Date: ......... .........

(Name of Transferor)

B y: ..................... .............
Name:
Title:
Date:
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Annex

1. Section 2(a) of the Novation Agreement shall be deemed to be amended as follows:

(a) by the insertion of "(i)" after the words "with respect to" in the fifth line thereof; and

(b) by the addition of the following at the end thereof:

"and any rights or obligations arising in respect of Floating Amount Events or Additional
Fixed Amount Events, in each case in respect of which the Remaining Party or the
Transferor (each an "Original Party"), as applicable, had the right to deliver a notice
pursuant to the terms of the Old Transaction but such notice was not delivered by that
party or the Calculation Agent prior to the Novation Date (each an "Excluded Event")
provided that the rights of the Original Parties to deliver a notice in respect of an
Excluded Event pursuant to the Old Transaction shall expire on the 60thcalendar day
following the Novation Date."

2. Section 2(b) of the Novation Agreement shall be deemed to be amended by the addition of the
following after the words "Novation Date," in the last line thereof:

"but excluding any rights or obligations in respect of Excluded Events,"

3. The definition of "Novated Amount" in Section 1.18 of the Definitions shall be replaced by the
following definition of "Novated Percentage":

""Novated Percentage" means the portion of the Applicable Percentage of the Old
Transaction that is the subject of the Novation Transaction. If the Novated Percentage is
less than 100% of the Applicable Percentage of the Old Transaction, the Old Transaction
shall remain in full force and effect but all future payments, deliveries and calculations
thereunder shall be based on an Applicable Percentage that has been reduced by the
relevant Novated Percentage."

Each reference to "Novated Amount" in the Definitions and the Novation Agreement shall be
deemed to be a reference to "Novated Percentage".

4. Section 2.1(a)(iii)(D)(i) of the Definitions shall not apply.
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SCHEDULEJ

FORM OF CONFIRMATION FOR CDO SECURITIES

Deutsche Bank AG

Date:

To:

Attention:

Fax No.:

Our Reference:

RE: Credit Derivative Transaction on Collateralized Debt Obligation Security with Pay-As-You-Go or

Physical Settlement (Dealer Form-adjusted for Gemstone CDO VII Ltd.)

Dear Sir/Madam:

The purpose of this letter (the "Confirmation") is to confirm the terms and conditions of the Credit
Derivative Transaction relating to a collateralized debt obligation security reference obligation entered into
between Deutsche Bank AG,.acting through its London Branch ("Party A") and Gemstone CDO VII Ltd.

("Party B") on the Trade Date specified below (the "Transaction"). This Confirmation constitutes a

"Confirmation" as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions (the "Credit
Derivatives Definitions"), as published by the International Swaps and Derivatives Association, Inc., are
incorporated into this Confirmation. In the event of any inconsistency between the Credit Derivatives
Definitions and this Confirmation, this Confirmation shall govern.

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agreement, dated as
of June 27, 2006, as amended and supplemented from time to time (the "Agreement"), between you and

us. All provisions contained in the Agreement govern this Confirmation except as expressly modified

below.

References in this Confirmation to the "Reference Obligation" shall be to the terms of the Reference

Obligation (as defined below) set out in the Underlying Instruments (as defined below) as amended from

time to time unless otherwise specified below.
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The terms of the Transaction to which this

1. General Terms:

Trade Date:

Effective Date:

Scheduled Termination Date:

Termination Date:

Floating Rate Payer:

Fixed Rate Payer:

Calculation Agent:

Calculation Agent City:

Business Day:

Business Day Convention:

Reference Entity:

Reference Obligation:

Confirmation relates are as follows:

[*1

[0

Subject to paragraph 5, the Legal Final Maturity Date
of the Reference Obligation, subject to adjustment in
accordance with the Following Business Day
Convention.

The last to occur of:

(a) the fifth Business Day following the Effective
Maturity Date;

(b) the last Floating Rate Payer Payment Date;

(c) the last Delivery Date; and

(d) the last Additional Fixed Amount Payment
Date.

[*] (the "Seller).

[*] (the "Buyer).

Party A

New York

New York and London

Following (which, with the exception of the Effective
Date, the Final Amortization Date, each Reference
Obligation Payment Date and the period end date of
each Reference Obligation Calculation Period, shall
apply to any date referred to in this Confirmation that
falls on a day that is not a Business Day).

[*]

The obligation identified as follows:
Issuer: The Reference Entity
Insurer: [*]
CUSIP/ISIN: [*]
Bloomberg ID: [*]
Legal final maturity date: [0]
Original Principal Amount: [*]
Initial Factor: [*1
Coupon: [*]
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Section 2.30 of the Credit Derivatives Definitions
shall not apply.

Reference Policy- Not Applicable

Reference Price: 100%

Applicable Percentage: On any day, a percentage equal to A divided by B.

A" means the product of the Initial Face Amount and
the Initial Factor as decreased on each Delivery Date
by an amount equal to (a) the outstanding principal
balance of Deliverable Obligations Delivered to Seller
(as adjusted by the Relevant Amount, if any) divided
by the Current Factor on such day multiplied by (b)
the Initial Factor.

"A" means the product of the Original Principal
Amount and the Initial Factor;

(a) as increased by the outstanding principal
balance of any further issues by the
Reference Entity that are fungible with and
form part of the same legal series as the
Reference Obligation; and

(b) as decreased by any cancellations of some
or all of the Outstanding Principal Amount
resulting from purchases of the Reference
Obligation by or on behalf of the Reference
Entity.

Initial Face Amount:[1

Reference Obligation Notional On the Effective Date, the product of:
Amount:

(a) the Original Principal Amount;

(b) the Initial Factor; and

(c) the Applicable Percentage.

Following the Effective Date, the Reference
Obligation Notional Amount will be:

(I) decreased on each day on which a Principal
Payment is made by the relevant Principal
Payment Amount;

(ii) decreased on the day, if any, on which a
Failure to Pay Principal occurs by the

relevant Principal Shortfall Amount;
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(iii) decreased on each day on which a
Writedown occurs by the relevant Writedown
Amount;

(iv) increased on each day on which a
Writedown Reimbursement occurs by any
Writedown Reimbursement Amount in
respect of a Writedown Reimbursement
within paragraphs (ii) or (iii) of the definition
of "Writedown Reimbursement"; and

(v) decreased on each Delivery Date by an
amount equal to the relevant Exercise
Amount minus the amount determined
pursuant to paragraph (b) of "Physical
Settlement Amount" below, provided that if
any Relevant Amount is applicable, the
Exercise Amount will also be deemed to be
decreased by such Relevant Amount (or
increased by the absolute value of such
Relevant Amount if such Relevant Amount is
negative) with effect from such Delivery
Date;

provided that if the Reference Obligation Notional
Amount would be less than zero, it shall be deemed
to be zero.

For the avoidance of doubt, the Reference Obligation
Notional Amount shall not be increased by any
deferral or capitalization of interest during the Term
of this Transaction or decreased by payment of any
portion of the principal balance of the Reference
Obligation that is attributable to deferral or
capitalization of interest during the Term of this
Transaction.

Initial Payment: [Not applicable]

[On [the Effective Date], [Buyery[Seller] will pay
[USD][ ] to [Seller]/[Buyer].]

2. Fixed Payments:

Fixed Rate Payer: Buyer

Fixed Rate: [*]% per annum; subject to adjustment in
accordance with paragraph 5 below.

Fixed Rate Payer Period End The first day of each Reference Obligation
Date: Calculation Period.

J-4

Confidential Treatment Requested GEM7-00000784

Footnote Exhibits  - Page 1395



Fixed Rate Payer Payment
Dates:

Fixed Amount:

Additional Fixed Amount
Payment Dates:

Each day falling five Business Days after a
Reference Obligation Payment Date; provided that
the final Fixed Rate Payer Payment Date shall fall on
the fifth Business Day following the Effective Maturity
Date.

With respect to any Fixed Rate Payer Payment Date,
an amount equal to the product of:

(a) the Fixed Rate;

(b) an amount determined by the Calculation
Agent equal to:

(i) the sum of the Reference Obligation
Notional Amount as at 5:00 p.m. in
the Calculation Agent City on each
day in the related Fixed Rate Payer
Calculation Period; divided by

(ii) the actual number of days in the
related Fixed Rate Payer Calculation
Period; and

(c) the actual number of days in the related
Fixed Rate Payer Calculation Period divided
by 360.

(a) Each Fixed Rate Payer Payment Date; and

(b) in relation to each Additional Fixed Payment
Event occurring after the second Business
Day prior to the last Fixed Rate Payer
Payment Date, the fifth Business Day after
Buyer has received notification from Seller or
the Calculation Agent of the occurrence of
such Additional Fixed Payment Event.
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Additional Fixed Payments:

Additional Fixed Payment Event:

Additional Fixed Amount:

Following the occurrence of an Additional Fixed
Payment Event in respect of the Reference
Obligation, Buyer shall pay the relevant Additional
Fixed Amount to Seller on the first Additional Fixed
Amount Payment Date falling at least two Business
Days (or in the case of an Additional Fixed Payment
Event that occurs after the second Business Day
prior to the last Fixed Rate Payer Payment Date, five
Business Days) after the delivery of a notice by the
Calculation Agent to the parties or by Seller to Buyer
stating that the related Additional Fixed Amount is
due and showing in reasonable detail how such
Additional Fixed Amount was determined; provided
that any such notice must be given on or prior to the
fifth Business Day following the day that is one
calendar year after the Effective Maturity Date;
provided, however that if this Transaction is
terminated as a result of the occurrence of an Early
Termination Date (as defined in the Agreement) other
than in respect of a Termination Event or Event of
Default where the Seller is the Defaulting Party or
sole Affected Party, the day that is (x) one calendar
year after such Early Termination Date if the
Reference Obligation is undercollateralized by more
than 25% on such Early Termination Date, or (y)
three calendar years after such Early Termination
Date if the Reference Obligation is not
undercollateralized by more than 25% on such Early
Termination Date.

The occurrence on or after the Effective Date and on
or before the day that is one calendar year after the
Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement
or an Interest Shortfall Reimbursement (or, if this
Transaction is terminated as a result of the
occurrence of an Early Termination Date (as defined
in the Agreement) other than in respect of a
Termination Event or Event of Default where the
Seller is the Defaulting Party or sole Affected Party,
the day that is (x) one calendar year after such Early
Termination Date if the Reference Obligation is
undercollateralized by more than 25% on such Early
Termination Date, or (y) three calendar years after
such Early Termination Date if the Reference
Obligation is not undercollateralized by more than
25% on such Early Termination Date.

With respect to each Additional Fixed Amount
Payment Date, an amount equal to the sum of:

(a) the Writedown Reimbursement Payment
Amount (if any);
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(b) the Principal Shortfall Reimbursement
Payment Amount (if any); and

(c) the Interest Shortfall Reimbursement
Payment Amount (if any).

For the avoidance of doubt, each Writedown
Reimbursement Payment Amount, Principal Shortfall
Reimbursement Payment Amount or Interest
Shortfall Reimbursement Payment Amount (as
applicable) shall be calculated using the Applicable
Percentage which takes into account the aggregate
adjustment made to the Applicable Percentage in
respect of all Delivery Dates that have occurred prior
to the date of such calculation.

3. Floating Payments:

Floating Rate Payer: Seller

Floating Rate Payer Payment
Dates:

Floating Payments:

Implied Writedown:

Floating Amount Event:

Floating Amount:

Confidential Treatment Requested

In relation to a Floating Amount Event, the first Fixed
Rate Payer Payment Date falling at least two
Business Days (or in the case of a Floating Amount
Event that occurs on the Legal Final Maturity Date or
the Final Amortization Date, the fifth Business Day)
after delivery of a notice by the Calculation Agent to
the parties or a notice by Buyer to Seller that the
related Floating Amount is due and showing in
reasonable detail how such Floating Amount was
determined; provided that any such notice must be
given on or prior to the fifth Business Day following
the Effective Maturity Date.

If a Floating Amount Event occurs, then on the
relevant Floating Rate Payer Payment Date, Seller
will pay the relevant Floating Amount to Buyer. For
the avoidance of doubt, the Conditions to Settlement
are not required to be satisfied in respect of a
Floating Payment.

Not Applicable

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment
Date, an amount equal to the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if
any); and
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(c) the relevant Interest Shortfall Payment
Amount (if any).

For the avoidance of doubt, each Writedown Amount,
Principal Shortfall Amount or Interest Shortfall
Payment Amount (as applicable) shall be calculated
using the Applicable Percentage which takes into
account the aggregate adjustment made to the
Applicable Percentage in respect of all Delivery
Dates that have occurred prior to the date of such
calculation.

Conditions to Settlement: Credit Event Notice

Notifying Party. Buyer

Notice of Physical Settlement

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in
Section 3.7 of the Credit
Derivatives Definitions; provided
that Servicer Reports in respect
of the Reference Obligation and,
in respect of a Distressed
Ratings Downgrade Credit Event
only, any public communications
by any of the Rating Agencies in
respect of the Reference
Obligation shall also be deemed
Public Sources.

Specified Number: . 1

provided that if the Calculation Agent has previously
delivered a notice to the parties or Buyer has
previously delivered a notice to Seller pursuant to the
definition of "Floating Rate Payer Payment Dates"
above in respect of a Writedown or a Failure to Pay
Principal, the only Conditions to Settlement with
respect to any Credit Event shall be a Notice of
Physical Settlement and, in relation to the Failure to
Pay Interest Credit Event, the Additional Condition to
Settlement specified below.
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Additional Condition to
Settlement for Failure to Pay
Interest:

Additional agreements relating
to Physical Settlement:

In addition to the Conditions to Settlement above, in
respect of the Failure to Pay Interest Credit Event, if
the Reference Obligation Is PIK-able, it shall be a
Condition to Settlement that a period of at least 360
calendar days has elapsed since the occurrence of
the Credit Event without the relevant Interest Shortfall
having been reimbursed in full. For the avoidance of
doubt, if it is not explicitly made clear in the Servicer
Report whether or not, or to what extent, a particular
Interest Shortfall has been reimbursed but the
Calculation Agent determines that such Interest
Shortfall has been reimbursed by a certain amount
on the basis of information in such Servicer Report,
then the relevant Interest Shortfall reimbursement
shall be calculated by the Calculation Agent on the
basis of such information.

The parties agree that with respect to the Transaction
and notwithstanding anything to the contrary in the
Credit Derivatives Definitions:

(a) the Conditions to Settlement may be satisfied
on more than one occasion;

(b) multiple Physical Settlement Amounts may
be payable by Seller;

(c) Buyer, when providing a Notice of Physical
Settlement, must specify an Exercise
Amount and an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise
Amount that is less than the Reference
Obligation Notional Amount as of the date on
which such Notice of Physical Settlement is
delivered (calculated as though Physical
Settlement in respect of all previously
delivered Notices of Physical Settlement has
occurred in full), the rights and obligations of
the parties under the Transaction shall
continue and Buyer may deliver additional
Notices of Physical Settlement with respect
to the initial Credit Event or with respect to
any additional Credit Event at any time
thereafter; and

(e) any Notice of Physical Settlement shall be
delivered no later than 30 calendar days after
the fifth Business Day following the Effective
Maturity Date.
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Section 3.2(d) of the Credit Derivatives Definitions is
amended to delete the words 'that is effective no
later than thirty calendar days after the Event
Determination Date'.

The following Credit Events shall apply to this
Transaction (and the first sentence of Section 4.1 of
the Credit Derivatives Definitions shall be amended
accordingly):

Failure to Pay Principal

Writedown

Failure to Pay Interest

Payment Requirement: USD 10,000

Distressed Ratings Downgrade

The definition of "Payment Requirement" in Section
4.8(d) of the Credit Derivatives Definitions shall be
amended so that the words "Failure to Pay" are
deleted and replaced by the words "Failure to Pay
Interest".

Reference Obligation Only

4. Interest Shortfall:

Interest Shortfall Payment
Amount:

Interest Shortfall Cap:

Interest Shortfall Cap Amount:

Actual Interest Amount:

in respect of an Interest Shortfall, the relevant
Interest Shortfall Amount; provided that, if Interest
Shortfall Cap is applicable and the Interest Shortfall
Amount exceeds the Interest Shortfall Cap Amount,
the Interest Shortfall Payment Amount in respect of
such Interest Shortfall shall be the Interest Shortfall
Cap Amount.

Applicable

As set out in the Interest Shortfall Cap Annex.

With respect to any Reference Obligation Payment
Date, payment by or on behalf of the Issuer of an
amount in respect of interest due under the
Reference Obligation (including, without limitation,
any deferred interest or defaulted interest relating to
the Term of this Transaction but excluding payments
in respect of prepayment penalties, yield
maintenance provisions or principal, except that the
Actual Interest Amount shall include any payment of
principal representing capitalized interest) to the
holder(s) of the Reference Obligation in respect of
the Reference Obligation.
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Expected Interest Amount:

Interest Shortfall:

Interest Shortfall Amount:

With respect to any Reference Obligation Payment
Date, the amount of current interest that would
accrue during the related Reference Obligation
Calculation Period calculated using the Reference
Obligation Coupon on a principal balance of the
Reference Obligation equal to:

(a) the Outstanding Principal Amount taking into
account any reductions due to a principal
deficiency balance or realized loss amount
(however described in the Underlying
Instruments) that are attributable to the
Reference Obligation; minus

(b) the Aggregate Implied Writedown Amount (if
any),

and that will be payable on the related Reference
Obligation Payment Date assuming for this purpose
that sufficient funds are available therefor in
accordance with the Underlying Instruments.

Except as provided in (a) in the previous sentence,
the Expected Interest Amount shall be determined
without regard to (i) unpaid amounts in respect of
accrued interest on prior Reference Obligation
Payment Dates; (ii) any prepayment penalties or
yield maintenance provisions; and (iii) the effect of
any provisions (however described) of such
Underlying Instruments that otherwise permit the
limitation of due payments to distributions of funds
available from proceeds of the Underlying Assets, or
that provide for the capitalization or deferral of
interest on the Reference Obligation, or that provide
for the extinguishing or reduction of such payments
or distributions (but, for the avoidance of doubt,
taking account of any Writedown within paragraph (i)
of the definition of "Writedown* occurring in
accordance with the Underlying Instruments).

With respect to any Reference Obligation Payment
Date, either (a) the non-payment of an Expected
Interest Amount or (b) the payment of an Actual
Interest Amount that is less than the Expected
Interest Amount.

For the avoidance of doubt, the occurrence of an
event within (a) or (b) shall be determined taking into
account any payment made under the Reference
Policy, if applicable.

With respect to any Reference Obligation Payment
Date, an amount equal to the greater of:

GEM7-00000791
Confidential Treatment Requested

Footnote Exhibits  - Page 1402



Interest Shortfall
Reimbursement:

Interest Shortfall Reimbursement
Amount:

Interest Shortfall Reimbursement
Payment Amount:

(a) zero; and

(b) the amount equal to the product of:

(I) (A) the Expected Interest
Amount;

minus

(B) the Actual Interest Amount;
and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference
Obligation Payment Date only, the Interest Shortfall
Amount shall be the amount determined in
accordance with (a) and (b) above multiplied by a
fraction equal to:

(x) the number of days in the first Fixed Rate
Payer Calculation Period; over

(y) the number of days in the first Reference
Obligation Calculation Period.

With respect to any Reference Obligation Payment
Date, the payment by or on behalf of the Issuer of an
Actual Interest Amount in respect of the Reference
Obligation that is greater than the Expected Interest
Amount.

With respect to any Reference Obligation Payment
Date, the product of (a) the amount of any Interest
Shortfall Reimbursement on such day and (b) the
Applicable Percentage.

With respect to an Additional Fixed Amount Payment
Date, (a) if Interest Shortfall Cap is not applicable,
the relevant Interest Shortfall Reimbursement
Amount, and (b) if Interest Shortfall Cap Is applicable,
the amount determined pursuant to the Interest
Shortfall Cap Annex; provided, in either case, that the
aggregate of all Interest Shortfall Reimbursement
Payment Amounts (determined for this purpose on
the basis that Interest Shortfall Compounding is not
applicable) at any time shall not exceed the
aggregate of Interest Shortfall Payment Amounts
paid by Seller in respect of Interest Shortfalls
occurring prior to such Additional Fixed Amount
Payment Date.
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5. Settlement Terms:

Settlement Method: Physical Settlement

Terms Relating to Physical
Settlement:

Physical Settlement Period: Five Business Days

Deliverable Obligations: Exclude Accrued Interest

Deliverable Obligations: Deliverable Obligation Category,

Reference Obligation Only

Physical Settlement Amount: An amount equal to:

(a) the product of the Exercise Amount and the
Reference Price; minus

(b) the sum of:

(i) if the Aggregate Implied Writedown
Amount is greater than zero, the
product of (A) the Aggregate Implied
Writedown Amount, (B) the
Applicable Percentage, each as
determined immediately prior to the
relevant Delivery and (C) the
relevant Exercise Percentage; and

(ii) the product of (A) the aggregate of
all Writedown Amounts in respect of
Writedowns within paragraph (i)(B)
of the definition of "Writedown"
minus the aggregate of all
Writedown Reimbursement Amounts
in respect of Writedown
Reimbursements within paragraph
(ii)(B) of the definition of "Writedown
Reimbursement" and (B) the relevant
Exercise Percentage,

provided that if the Physical Settlement Amount
would exceed the product of:

(1) the Reference Obligation Notional Amount as
of the date on which the relevant Notice of
Physical Settlement is delivered calculated
as though Physical Settlement in respect of
all previously delivered Notices of Physical

= Settlement has occurred in full; and

(2) the Exercise Percentage;
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then the Physical Settlement Amount shall be
deemed to be equal to such product.

Delayed Payment: With respect to a Delivery Date, if a Servicer Report
that describes a Delayed Payment is delivered to
holders of the Reference Obligation or to the
Calculation Agent on or after such Delivery Date,
Buyer will pay the applicable Delayed Payment
Amount to Seller no later than five Business Days
following the receipt of such Servicer Report.

Escrow- Applicable

Non-delivery by Buyer or If Buyer has delivered a Notice of Physical
occurrence of the Effective Settlement and:
Maturity Date:

(a) Buyer does not Deliver in full the Deliverable
Obligations specified in that Notice of
Physical Settlement on or prior to the
Physical Settlement Date; or

(b) the Effective Maturity Date occurs after
delivery of the Notice of Physical Settlement
but before Buyer Delivers the Deliverable
Obligations specified in that Notice of
Physical Settlement;

then such Notice of Physical Settlement shall be
deemed not to have been delivered and any
reference in this Confirmation to a previously
delivered Notice of Physical Settlement shall exclude
any Notice of Physical Settlement that is deemed not
to have been delivered. Sections 9.2(c)(ii) (except
for the first sentence thereof), 9.3, 9.4, 9.5, 9.6, 9.9
and 9.10 of the Credit Derivatives Definitions shall
not apply.

6. Additional Provisions:

(a) Delivery of Servicer Report

If either party makes a request In writing, the Calculation Agent agrees to provide such party with
a copy of the most recent Servicer Report promptly following receipt of such request, if and to the
extent such Servicer Report is reasonably available to the Calculation Agent (whether or not the
Calculation Agent is a holder of the Reference Obligation). In addition, if a Floating Payment or an
Additional Fixed Payment is due hereunder, then the Calculation Agent or the party that notifies
the other party that the relevant Floating Payment or Additional Fixed Payment is due, as
applicable, (the "Notifying Party") shall deliver a copy of any Servicer Report relevant to such
payment that is requested by the party that is not the Notifying Party or by either party where the
Notifying Party is the Calculation Agent, if and to the extent that such Servicer Report is
reasonably available to the Notifying Party (whether or not the Notifying Party is a holder of the
Reference Obligation).
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(b) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating (i) the Fixed Amount
payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating Amount Event
and the related Floating Amount and (iii) the occurrence of an Additional Fixed Payment Event
and the related Additional Fixed Amount; provided that notwithstanding the above, each of Buyer
and Seller shall be entitled to determine and calculate the above amounts to the extent that Buyer
or Seller, as applicable, has the right to deliver a notice to the other party demanding payment of
such amount. The Calculation Agent or Buyer or Seller, as applicable, shall make such
determinations and calculations based solely on the basis of the Servicer Reports, to the extent
such Servicer Reports are reasonably available to the Calculation Agent or such party. The
Calculation Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any
of the determinations or calculations specified in (I) and (ii) above, notify the parties or the other
party, as applicable, of such determinations and calculations. For the avoidance of doubt, if an
Interest Shortfall Amount is not explicitly set out in the Servicer Report but the Calculation Agent
determines that an Interest Shortfall has occurred on the basis of information in such Servicer
Report, then the relevant Interest Shortfall Amount shall be calculated by the Calculation Agent
on the basis of such information.

(c) Adjustment of Calculation Agent Determinations

To the extent that a Servicer fumishes any Servicer Reports correcting information contained in
previously issued Servicer Reports, and such corrections impact calculations pursuant to this
Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by the
Calculation Agent to reflect the corrected information (provided that, for the avoidance of doubt,
no amounts in respect of interest shall be payable by either party and provided that the
Calculation Agent in performing the calculations pursuant to this paragraph will assume that no
interest has accrued on any adjusted amount), and the Calculation Agent shall promptly notify
both parties of any corrected payments required by either party. Any required corrected payments
shall be made within five Business Days of the day on which such notification by the Calculation
Agent is effective.

7. Offices:

The Office of Seller for this Transaction is George Town, Grand Cayman, Cayman Islands.

The Office of Buyer for this Transaction is London.

8. Notice and Account Details:

Telephone, Telex and/or
Facsimile Numbers and
Contact Details for Notices:

Party A: Deutsche Bank AG, London
Winchester House
1 Great Winchester Street
London EC2N 2DB
Attention:
Telephone: +1 212 250 7730

-- Party B: Gemstone CDO VII Ltd.
O
Attention: []
Facsimile: [
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With a copy to:

HBK Investments, L.P.
O

Attention: 0
Facsimile: 0

Account Details:

Account Details of Party A:

Account Details of Party B:

0
Swift BIC Code: 0
Account No: 0
Fed ABA No: 0
CHIPS ABA No: 0
CHIPS UID No: 0
Favour 0

0
Account No: 0
Fed ABA No: 0
Benef Name: 0
Benef Address: 0
FC: 0
OBI: 0

9. Additional Definitions and Amendments to the Credit Derivatives Definitions:

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as
Section 3(a)(iv) of the form of Novation Agreement set forth in Exhibit E to the Credit Derivatives
Definitions to the Reference Entity shall be deemed to be references to both the Reference Entity
and the Insurer in respect of the Reference Policy, if applicable.

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit Derivatives
Definitions shall be amended by (i) inserting the words "the Insurer in respect of the
Reference Policy, if applicable" at the end of subparagraph (a)(ii)(A) thereof, (ii) inserting
the words ", servicer, sub-servicer, master servicer" before the words "or paying agent" in
subparagraph (a)(ii)(B) thereof and (iii) deleting the word "or" at the end of subparagraph
(a)(iii) thereof and inserting at the end of subparagraph (a)(iv) thereof the following: "or (v)
is information contained in a notice or on a website published by an intemationally
recognized rating agency that has at any time rated the Reference Obligation".

(ii) The definition of "Physical Settlement" in Section 8.1 of the Credit Derivatives Definitions
shall be amended by (I) deleting the words "Physical Settlement Amount" from the last
line of the second paragraph thereof and (ii) inserting in lieu thereof the words "Exercise
Amount".

(iii) The definition of "Physical Settlement Date" in Section 8.4 of the Credit Derivatives
Definitions shall be amended by deleting the last sentence thereof.

(c) For the purposes of this-Transaction only, the following terms have the meanings given below.
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"Actual Principal Amount" means, with respect to the Final Amortization Date or the Legal Final Maturity
Date, an amount paid on such day by or on behalf of the Issuer in respect of principal (excluding any
capitalized interest) to the holder(s) of the Reference Obligation in respect of the Reference Obligation.

"Aggregate Implied Writedown Amount" means the greater of (i) zero and (ii) the aggregate of all
Implied Writedown Amounts minus the aggregate of all Implied Writedown Reimbursement Amounts,
provided that if Implied Writedown is not applicable, the Aggregate Implied Writedown Amount shall be
deemed to be zero.

"Current Factor" means the factor of the Reference Obligation as specified in the most recent Servicer
Report; provided that if the factor is not specified in the most recent Servicer Report or such specified
factor includes deferred or capitalized interest relating to the Term of this Transaction, then the Current
Factor shall be the ratio equal to (i) the Outstanding Principal Amount as of such date, determined in
accordance with the most recent Servicer Report over (ii) the Original Principal Amount.

"Current Period Implied Writedown Amount" means, in respect of a Reference Obligation Calculation
Period, an amount determined as of the last day of such Reference Obligation Calculation Period equal to
the greater of:

(i) zero; and

(ii) the product of:

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the product of (1) the Pari Passu
Amount plus the Senior Amount and (II) an amount equal to one minus the
Overcollateralization Ratio.

"Delayed Payment" means, with respect to a Delivery Date, a Principal Payment, Principal Shortfall
Reimbursement or a Writedown Reimbursement within paragraph (i) of the definition of "Writedown
Reimbursement" that is described in a Servicer Report delivered to holders of the Reference Obligation or
to the Calculation Agent on or after such Delivery Date.

"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation as of a date

prior to a Delivery Date are paid a Delayed Payment on or after such Delivery Date, an amount equal to

the product of (i) the sum of all such Delayed Payments, (ii) the Reference Price, (iii) the Applicable
Percentage immediately prior to such Delivery Date and (iv) the Exercise Percentage.

"Distressed Ratings Downgrade" means that the Reference Obligation:

(i) if publicly rated by Moody's, (A) is downgraded to "Caa2" or below by Moody's or (B) has the
rating assigned to it by Moody's withdrawn and, in either case, not reinstated within five Business
Days of such downgrade or withdrawal; provided that if such Reference Obligation was assigned
a public rating of "Baa3" or higher by Moody's immediately prior to the occurrence of such
withdrawal, it shall not constitute a Distressed Ratings Downgrade if such Reference Obligation is

assigned a public rating of at least "Caal" by Moody's within three calendar months after such
withdrawal; or

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC" or below by Standard & Poor's
or (B) has the rating assigned to it by Standard & Poor's withdrawn and, in either case, not
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reinstated within five Business Days of such downgrade or withdrawal; provided that if such
Reference Obligation was assigned a public rating of "BBB-" or higher by Standard & Poor's
immediately prior to the occurrence of such withdrawal, it shall not constitute a Distressed
Ratings Downgrade if such Reference Obligation is assigned a public rating of at least "CCC+" by
Standard & Poor's within three calendar months after such withdrawal; or

(iii) if publicly rated by Fitch, (A) is downgraded to "CCC") or below by Fitch or (B) has the rating
assigned to it by Fitch withdrawn and, in either case, not reinstated within five Business Days of
such downgrade or withdrawal; provided that if such Reference Obligation was assigned a public
rating of "BBB-" or higher by Fitch immediately prior to the occurrence of such withdrawal, it shall
not constitute a Distressed Ratings Downgrade if such Reference Obligation is assigned a public
rating of at least "CCC+" by Fitch within three calendar months after such withdrawal.

"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the Final
Amortization Date.

"Exercise Amount' means, for purposes of the Transaction, an amount to which a Notice of Physical
Settlement relates equal to the product of (i) the original face amount of the Reference Obligation to be
Delivered by Buyer to Seller on the applicable Physical Settlement Date; and (ii) the Current Factor as of

such date. The Exercise Amount to which a Notice of Physical Settlement relates shall (A) be equal to or

less than the Reference Obligation Notional Amount (determined, for this purpose, without regard to the

effect of any Writedown or Writedown Reimbursement within paragraphs (i)(B) or (iii) of "Writedown" or

paragraphs (ii)(B) or (iii) of "Writedown Reimbursement", respectively) as of the date on which the
relevant Notice of Physical Settlement is delivered calculated as though the Physical Settlement of all

previously delivered Notices of Physical Settlement has occurred in full and (B) not be less than the
lesser of (1) the Reference Obligation Notional Amount as of the date on which the relevant Notice of
Physical Settlement is delivered calculated as though Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has occurred in full and (2) USD100,000. The cumulative

original face amount of Deliverable Obligations specified in all Notices of Physical Settlement shall not at

any time exceed the Initial Face Amount. For the avoidance of doubt: (a) if any capitalization of interest in

respect of the Reference Obligation occurred during the Term of this Transaction and has not been
recovered by holders of the Reference Obligation pursuant to the terms of the Underlying Instruments,
then, for the purposes of determining the amount of Deliverable Obligations to be Delivered, the Exercise

Amount (determined above by reference to the original face amount) will represent an outstanding
principal balance of the Reference Obligation to be Delivered by Buyer that includes the proportion of

unrecovered interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding the

foregoing, the Physical Settlement Amount payable by Seller in relation to such Exercise Amount shall

not include any amount in respect of such unrecovered interest.

"Exercise Percentage" means, with respect to a Notice of Physical Settlement, a percentage equal to the

original face amount of the Deliverable Obligations specified in such Notice of Physical Settlement divided

by an amount equal to (i) the Initial Face Amount minus (ii) the aggregate of the original face amount of

all Deliverable Obligations specified in all previously delivered Notices of Physical Settlement.

"Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal Final

Maturity Date, an amount equal to (i) the Outstanding Principal Amount of the Reference Obligation

payable on such day (excluding capitalized interest) assuming for this purpose that sufficient funds are

available for such payment, where such amount shall be determined in accordance with the Underlying
Instruments, minus (ii) the sum of (A) the Aggregate Implied Writedown Amount (if any) and (B) the net

aggregate principal deficiency balance or realized loss amounts (however described in the Underlying

Instruments) that are attributable to the Reference Obligation. The Expected Principal Amount shall be

determined without regard to the effect of any provisions (however described) of the Underlying
Instruments that permit the limitation of due payments or distributions of funds in accordance with the

terms of such Reference Obligation or that provide for the extinguishing or reduction of such payments or

distributions.
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"Failure to Pay Interest" means the occurrence of an Interest Shortfall Amount or Interest Shortfall
Amounts (calculated on a cumulative basis) in excess of the relevant Payment Requirement.

"Failure to Pay Principal" means (i) a failure by the Reference Entity (or any Insurer) to pay an Expected
Principal Amount on the Final Amortization Date or the Legal Final Maturity Date, as the case may be or

(ii) payment on any such day of an Actual Principal Amount that is less than the Expected Principal
Amount; provided that the failure by the Reference Entity (or any Insurer) to pay any such amount in

respect of principal in accordance with the foregoing shall not constitute a Failure to Pay Principal if such

failure has been remedied within any grace period applicable to such payment obligation under the

Underlying Instruments or, if no such grace period is applicable, within three Business Days after the day
on which the Expected Principal Amount was scheduled to be paid.

"Final Amortization Date" means the first to occur of (i) the date on which the Reference Obligation

Notional Amount is reduced to zero and (ii) the date on which the assets securing the Reference

Obligation or designated to fund amounts due in respect of the Reference Obligation are liquidated,
distributed or otherwise disposed of in ful and the proceeds thereof are distributed or otherwise disposed
of in full.

"Fitch' means Fitch Ratings or any successor to its rating business.

"Implied Writedown Amount" means, (i) if the Underlying Instruments do not provide for writedowns,

applied losses, principal deficiencies or realized losses as described in (i) of the definition of "Writedown"

to occur in respect of the Reference Obligation, on any Reference Obligation Payment Date, an amount

determined by the Calculation Agent equal to the excess, if any, of the Current Period Implied Writedown

Amount over the Previous Period Implied Writedown Amount, in each case in respect of the Reference

Obligation Calculation Period to which such Reference Obligation Payment Date relates, and (ii) in any
other case, zero.

"Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by (ii) the Pari

Passu Amount.

"Implied Writedown Reimbursement Amount" means, (i) if the Underlying Instruments do not provide

for writedowns, applied losses, principal deficiencies or realized losses as described in (i) of the definition

of "Writedown" to occur in respect of the Reference Obligation, on any Reference Obligation Payment

Date, an amount determined by the Calculation Agent equal to the excess, if any, of the Previous Period

Implied Writedown Amount over the Current Period Implied Writedown Amount, in each case in respect of

the Reference Obligation Calculation Period to which such Reference Obligation Payment Date relates,

and (ii) in any other case, zero, provided that the aggregate of all Implied Writedown Reimbursement

Amounts at any time shall not exceed the product of the Pari Passu Amount and the Implied Writedown

Percentage.

"Legal Final Maturity Date" means the date set out in paragraph 1 above (subject, for the avoidance of

doubt, to any business day convention applicable to the legal final maturity date of the Reference

Obligation), provided that if the legal final maturity date of the Reference Obligation is amended, the Legal
Final Maturity Date shall be such date as amended.

"Moodys" means Moody's Investors Service, Inc. or any successor to its rating business.

"Outstanding Principal Amount" means, as of any date of determination with respect to the Reference

Obligation, the outstanding principal balance of the Reference Obligation as of such date, which shall

take into account:

(i) all payments of principal;
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(ii) all writedowns or applied losses (however described in the Underlying Instruments) resulting in a
reduction in the outstanding principal balance of the Reference Obligation (other than as a result
of a scheduled or unscheduled payment of principal);

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant to an amendment
to the Underlying Instruments resulting in a reduction in the outstanding principal balance of the
Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this definition;
and

(v) any increase in the outstanding principal balance of the Reference Obligation that reflects a
reversal of any prior reductions described in (ii) and (iii) of this definition.

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion of the
outstanding principal balance of the Reference Obligation that is attributable to the deferral or
capitalization of interest during the Term of this Transaction.

"Overcollateralization Ratio" means, in respect of a Reference Obligation Calculation Period:

(i) if the most recent Servicer Report sets out a ratio representing the ratio of (A) the aggregate
asset pool balance securing the payment obligations on the Reference Obligation (subject to
certain adjustments as described in the Underlying Instruments) to (B) the Pari Passu Amount
plus the Senior Amount, then such ratio; or

(ii) if the ratio cannot be determined under (i) but the most recent Servicer Report for one or more
senior Related Obligations (if any) sets out such a ratio, then a ratio equal to the ratio of (A) the
product of (1) such ratio determined with respect to the senior Related Obligation ranking closest
in priority of payment to the Reference Obligation for which such a ratio is set out, and (2) the
aggregate outstanding principal balance of such Related Obligation and any other Related
Obligations ranking in priority of payment either par passu with or senior to such Related
Obligation to (B) the sum of the Pari Passu Amount plus the Senior Amount with respect to such
Reference Obligation; or

(iii) if the ratio cannot be determined under (ii) but the most recent Servicer Report for one or more
junior Related Obligations (if any) sets out such a ratio, then a ratio equal to the ratio of (A) the
product of (1) such ratio determined with respect to the junior Related Obligation ranking closest
in priority of payment to the Reference Obligation for which such a ratio is set out, and (2) the
aggregate outstanding principal balance of such Related Obligation and any other Related
Obligations ranking in priority of payment either par passu with or senior to such Related
Obligation (including the Reference Obligation) and (B) the sum of the Pari Passu Amount plus
the Senior Amount with respect to such Reference Obligation; or

(iv) if the ratio cannot be determined under (iii), then a ratio representing the ratio of (A) the
aggregate asset pool balance securing the payment obligations under the Reference Obligation
to (B) the Pari Passu Amount plus the Senior Amount.

"Pari Passu Amount" means, as of any date of determination, the aggregate of the Outstanding Principal
Amount of the Reference Obligation and the aggregate outstanding principal balance of all obligations of
the Reference Entity secured by the Underlying Assets and ranking pari passu in priority with the
Reference Obligation.

"PIK-able" means, in relation to a Reference Obligation, that the Underlying Instruments include
provisions that provide for capitalization or deferral of interest on such Reference Obligation.
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"Previous Period Implied Writedown Amount" means, in respect of a Reference Obligation Calculation
Period, the Current Period Implied Writedown Amount as determined in relation to the last day of the
immediately preceding Reference Obligation Calculation Period.

"Principal Payment" means, with respect to any Reference Obligation Payment Date, the occurrence of
a payment of an amount to the holders of the Reference Obligation in respect of principal (scheduled or
unscheduled) in respect of the Reference Obligation other than a payment in respect of principal
representing capitalized interest, excluding, for the avoidance of doubt, any Writedown Reimbursement or
Interest Shortfall Reimbursement

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date, an
amount equal to the product of (I) the amount of any Principal Payment on such date and (ii) the
Applicable Percentage.

"Principal Shortfall Amount" means, in respect of a Failure to Pay Principal, an amount equal to the
greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the Actual Principal Amount;

(B) the Applicable Percentage; and

(C) the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional Amount
immediately prior to the occurrence of such Failure to Pay Principal, then the Principal Shortfall Amount
shall be deemed to be equal to the Reference Obligation Notional Amount at such time.

"Principal Shortfall ReImbursement" means, with respect to any day, the payment by or on behalf of
the Issuer of an amount in respect of the Reference Obligation in or toward the satisfaction of any deferral
of or failure to pay principal arising from one or more prior occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of (i) the
amount of any Principal Shortfall Reimbursement on such day, (ii) the Applicable Percentage and (iii) the
Reference Price.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional Fixed
Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in respect of all
Principal Shortfall Reimbursements (if any) made during the Reference Obligation Calculation Period
relating to such Additional Fixed Amount Payment Date, provided that the aggregate of all Principal
Shortfall Reimbursement Payment Amounts at any time shall not exceed the aggregate of all Floating
Amounts paid by Seller in respect of occurrences of Failure to Pay Principal prior to such Additional Fixed
Amount Payment Date.

"Rating Agencies" means Fitch, Moodys and Standard & Poors.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation Payment
Date, a period corresponding to the interest accrual period relating to such Reference Obligation Payment
Date pursuant to the Underlying Instruments. For the avoidance of doubt, the first Reference Obligation
Calculation Period will begin on the Reference Obligation Payment Date falling on or immediately prior to
the Effective Date.
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"Reference Obligation Coupon" means the periodic interest rate applied in relation to each Reference
Obligation Calculation Period on the related Reference Obligation Payment Date, as determined in
accordance with the terms of the Underlying Instruments as at the Effective Date, without regard to any
subsequent amendment.

"Reference Obligation Payment Date" means (I) each scheduled distribution date for the Reference
Obligation occurring on or after the Effective Date and on or prior to the Scheduled Termination Date,
determined in accordance with the Underlying Instruments and (ii) any day after the Effective Maturity
Date on which a payment is made in respect of the Reference Obligation.

"Related Obligation" means, in relation to the Reference Obligation, an obligation of the Reference
Entity that is also secured by the Underlying Assets but ranks senior or junior to the Reference Obligation
in priority of payment. In relation to a Related Obligation, the terms "Servicer", "Servicer Report" and
"Underlying Instruments" shall have the meanings set out in this Confirmation but with references in the
definitions of those terms to "Reference Obligation" being deemed, solely for this purpose, to be
references to the Related Obligation.

"Relevant Amount" means, if a Servicer Report that describes a Principal Payment, Writedown or
Writedown Reimbursement (other than a Writedown Reimbursement within paragraph (i) of "Writedown
Reimbursement"), in each case that has the effect of decreasing or increasing the interest-accruing
principal balance of the Reference Obligation as of a date prior to a Delivery Date but such Servicer
Report is delivered to holders of the Reference Obligation or to the Calculation Agent on or after such
Delivery Date, an amount equal to the product of (i) the sum of any such Principal Payment (expressed
as a positive amount), Writedown (expressed as a positive amount) or Writedown Reimbursement
(expressed as a negative amount), as applicable; (ii) the Reference Price; (iii) the Applicable Percentage
immediately prior to such Delivery Date; and (iv) the Exercise Percentage.

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all obligations of
the Reference Entity secured by the Underlying Assets and ranking senior in priority to the Reference
Obligation.

"Servicer" means any trustee, servicer, sub servicer, master servicer, fiscal agent, paying agent or other
similar entity responsible for calculating payment amounts or providing reports in relation to the
Reference Obligation pursuant to the Underlying Instruments.

"Servicer Report" means a periodic statement or report regarding the Reference Obligation provided by
the Servicer to holders of the Reference Obligation.

"Standard & Poor's" means Standard & Poor's Rating Services, a division of The McGraw-Hill
Companies, Inc. or any successor to its rating business.

"Underlying Assets" means the assets securing the Reference Obligation for the benefit of the holders
of the Reference Obligation and which are expected to generate the cashflows required for the servicing
and repayment (in whole or In part) of the Reference Obligation, or the assets to which a holder of such
Reference Obligation is economically exposed where such exposure is created synthetically.

"Underlying Instruments" means the indenture, trust agreement, pooling.and servicing agreement or
other relevant agreement(s) setting forth the terms of the Reference Obligation.

"Writedown" means the occurrence at any time on or after the Effective Date of-

(i) (A) a writedown or applied loss (however described in the Underlying Instruments) resulting
in a reduction in the Outstanding Principal Amount (other than as a result of a scheduled
or unscheduled payment of principal); or
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(B) the attribution of a principal deficiency or realized loss (however described in the
Underlying Instruments) to the Reference Obligation resulting in a reduction or
subordination of the current interest payable on the Reference Obligation;

(ii) the forgiveness of any amount of principal by the holders of the Reference Obligation pursuant to
an amendment to the Underlying Instruments resulting in a reduction in the Outstanding Principal
Amount; or

(iii) if Implied Writedown is applicable and the Underlying Instruments do not provide for writedowns,
applied losses, principal deficiencies or realized losses as described in (i) above to occur in
respect of the Reference Obligation, an Implied Writedown Amount being determined in respect
of the Reference Obligation by the Calculation Agent.

"Writedown Amount" means, with respect to any day, the product of (i) the amount of any Writedown on

such day, (ii) the Applicable Percentage and (iii) the Reference Price.

"Writedown Reimbursement" means, with respect to any day, the occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference Obligation in

reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of the
Reference Obligation to reflect the reversal of any prior Writedowns; or

(B) a decrease in the principal deficiency balance or realized loss amounts (however
described in the Underlying Instruments) attributable to the Reference Obligation; or

(iii) if Implied Writedown is applicable and the Underlying Instruments do not provide for writedowns,

applied losses, principal deficiencies or realized losses as described in (ii) above to occur in

respect of the Reference Obligation, an Implied Writedown Reimbursement Amount being
determined in respect of the Reference Obligation by the Calculation Agent.

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the product

of:

(i) the sum of all Writedown Reimbursements on that day;

(ii) the Applicable Percentage; and

(iii) the Reference Price.

"Writedown Reimbursement Payment Amount" means, with respect to an Additional.Fixed Amount

Payment Date, the sum of the Writedown Reimbursement Amounts in respect of all Writedown
Reimbursements (if any) made during the Reference Obligation Calculation Period relating to such

Additional Fixed Amount Payment Date, provided that the aggregate of all Writedown Reimbursement

Payment Amounts at any time shall not exceed the aggregate of all Floating Amounts paid by Seller in

respect of Writedowns occurring prior to such Additional Fixed Amount Payment Date.

10. Representations

Each party will be deemed to represent to the other party on the date on which it enters into the

Transaction that (absent a written agreement between the parties that expressly imposes
affirmative obligations to the contrary for the Transaction):

(a) Non-Reliance
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It is acting for its own account, and it has made its own independent decisions to enter into the
Transaction and as to whether the Transaction is appropriate or proper for it based upon its own
judgment and upon advice from such advisers as it has deemed necessary. It is not relying on
any communication (written or oral) of the other party as investment advice or as a
recommendation to enter into the Transaction; it being understood that information and
explanations related to the terms and conditions of the Transaction shall not be considered
investment advice or a recommendation to enter into the Transaction. No communication (written
or oral) received from the other party shall be deemed to be an assurance or guarantee as to the
expected results of the Transaction.

(b) Assessment and Understanding

It is capable of assessing the merits of and understanding (on its own behalf or through independent

professional advice), and understands and accepts, the terms, conditions and risks of the Transaction. It

is also capable of assuming, and assumes, the risks of the Transaction.

(c) Status of Parties

The other party is not acting as a fiduciary for, or an adviser to it in respect of the Transaction.

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of
this Confirmation and retuming it to us by facsimile to:

Attention:
Telephone:
Fax:
Email:

New York Derivatives Documentation
(212) 250-9425
(212) 797-0779
NYderivative.documentation@db.com

Deutsche Bank AG, acting through its London Branch is acting as principal in the Transaction.
The time of transaction will be supplied on request. The time of exercise will be supplied on

request. Details of arrangements with introducing brokers are available on request.
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This message will be the only form of Confirmation dispatched by us. Please execute and return it to us
by facsimile immediately. If you wish to exchange hard copy forms of this Confirmation, please contact
us.

Yours faithfully,

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH

By:

Name:

Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

Confirmed as of the date first written above:

Gemstone CDO Vill Ltd.

By:

Name:

Title:
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Interest Shortfall Cap Annex

If Interest Shortfall Cap is applicable, then the following provisions will apply

Interest Shortfall Cap Basis:

Interest Shortfall Cap Amount:

Interest Shortfall Compounding:

Interest Shortfall Reimbursement
Payment Amount:

Variable Cap

If the Interest Shortfall Cap Basis is Fixed Cap, the Interest
Shortfall Cap Amount in respect of an Interest Shortfall shall be the
Fixed Amount calculated in respect of the Fixed Rate Payer
Payment Date immediately following the Reference Obligation
Payment Date on which the relevant Interest Shortfall occurred.

If the Interest Shortfall Cap Basis is Variable Cap, the Interest
Shortfall Cap Amount applicable in respect of a Floating Rate
Payer Payment Date shall be an amount equal to the product of:

(a) the sum of the Relevant Rate and the Fixed Rate
applicable to the Fixed Rate Payer Calculation Period
immediately preceding the Reference Obligation Payment
Date on which the relevant Interest Shortfall occurs;

(b) the amount determined by the Calculation Agent under
sub-clause (b) of the definition of "Fixed Amount' in
relation to the relevant Fixed Rate Payer Payment Date;
and

(c) the actual number of days in such Fixed Rate Payer
Calculation Period divided by 360.

Applicable

If Interest Shortfall Cap Is applicable, then with respect to the first
Additional Fixed Amount Payment Date, zero, and with respect to
any subsequent Additional Fixed Amount Payment Date and
calculated as of the Reference Obligation Payment Date
immediately preceding such Additional Fixed Amount Payment
Date, as specified by the Calculation Agent in its notice to the
parties or by Seller in its notice to Buyer of the existence of an
Interest Shortfall Reimbursement, an amount equal to the greater
of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall Payment
Amount as of the Additional Fixed Amount
Payment Date immediately preceding

- such Reference Obligation Payment Date;
and .

(B) either:
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(1) if Interest Shortfall Compounding
is applicable, the relevant
Cumulative Interest Shortfall
Payment Compounding Factor for
the Fixed Rate Payer Calculation
Period Immediately preceding
such Additional Fixed Amount
Payment Date (or 1.0 in respect of
any Additional Fixed Amount
Payment Date occurring after the
final Fixed Rate Payer Payment
Date); or

(2) if Interest Shortfall Compounding
is not applicable, 1;

minus

(ii) the Cumulative Interest Shortfall Amount as of
such Reference Obligation Payment Date;

provided that if the Interest Shortfall Reimbursement Payment
Amount on an Additional Fixed Amount Payment Date would
exceed the Interest Shortfall Reimbursement Amount in respect of
the related Reference Obligation Payment Date, then such Interest
Shortfall Reimbursement Payment Amount shall be deemed to be
equal to such Interest Shortfall Reimbursement Amount.

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date, an
Amount: amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as of the
Reference Obligation Payment Date immediately
preceding such Reference Obligation Payment
Date or, in the case of the first Reference
Obligation Payment Date, zero; plus

(ii) the Interest Shortfall Amount (if any) in respect of
such Reference Obligation Payment Date; plus

(iii) either:

(A) if Interest Shortfall Compounding is
applicable, an amount determined by the
Calculation Agent as the amount of
interest that would accrue on the
Cumulative Interest Shortfall Amount
immediately preceding such Reference
Obligation Payment Date during the
related Reference Obligation Calculation
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Period pursuant to the Underlying
Instruments or, in the case of the first
Reference Obligation Payment Date, zero;
or

(B) if Interest Shortfall Compounding is not
applicable, 0; minus

(iv) the Interest Shortfall Reimbursement Amount (if
any) in respect of such Reference Obligation
Payment Date.

Upon the occurrence of each Delivery, the Cumulative Interest
Shortfall Amount shall be multiplied by a fraction equal to (a) the
Applicable Percentage immediately following such Delivery divided
by (b) the Applicable Percentage immediately prior to such
Delivery- provided, however, that if more than one Delivery is
made during a Reference Obligation Calculation Period, the
Cumulative Interest Shortfall Amount calculated as of the
Reference Obligation Payment Date occurring immediately after
such Reference Obligation Calculation Period shall be multiplied
by a fraction equal to (a) the Applicable Percentage immediately
following the final Delivery made during such Reference Obligation
Calculation Period and (b) the Applicable Percentage immediately
prior to the first Delivery made during such Reference Obligation
Calculation Period.

Cumulative Interest Shortfall The Cumulative Interest Shortfall Payment Amount with respect to

Payment Amount: any Fixed Rate Payer Payment Date and any Additional Fixed
Amount Payment Date falling on such Fixed Rate Payer Payment
Date shall be an amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment Amount for
the Reference Obligation Payment Date
corresponding to such Fixed Rate Payer
Payment Date; and

(B) the product of:

(1) the Cumulative Interest Shortfall
Payment Amount as of the Fixed
Rate Payer Payment Date
immediately preceding such Fixed
Rate Payer Payment Date (or
zero in the case of the first Fixed
Rate Payer Payment Date); and

(2) either:
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(AA) if Interest Shortfall
Compounding is
applicable, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor; or

(BB) if Interest Shortfall
Compounding is not
applicable, 1;

minus

(ii) any Interest Shortfall Reimbursement Payment
Amount paid on such Fixed Rate Payer Payment
Date.

With respect to any Additional Fixed Amount Payment Date falling
after the final Fixed Rate Payer Payment Date, the Cumulative
Interest Shortfall Payment Amount shall be equal to:

(x) the Cumulative Interest Shortfall Payment Amount as of
the Additional Fixed Amount Payment Date immediately
preceding such Additional Fixed Amount Payment Date (or
as of the final Fixed Rate Payer Payment Date in the case
of the first Additional Fixed Amount Payment Date
occurring after the final Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment Amount
paid on such Additional Fixed Amount Payment Date.

Upon the occurrence of each Delivery, the Cumulative Interest
Shortfall Payment Amount shall be multiplied by a fraction equal to
(a) the Applicable Percentage immediately following such Delivery
divided by (b) the Applicable Percentage immediately prior to such
Delivery provided, however, that If more than one Delivery is
made during a Reference Obligation Calculation Period, the
Cumulative Interest Shortfall Payment Amount calculated as of the
Reference Obligation Payment Date occurring immediately after
such Reference Obligation Calculation Period shall be multiplied
by a fraction equal to (a) the Applicable Percentage immediately
following the final Delivery made during such Reference Obligation
Calculation Period and (b) the Applicable Percentage immediately
prior to the first Delivery made during such Reference Obligation
Calculation Period.

Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an
Payment Compounding Factor: amount equal to the sum of:

(a) 1.0;

plus
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(b) the product of:

Relevant Rate:

Rate Source:

(I) the sum of (A) the Relevant Rate plus (B) the
Fixed Rate; and

(ii) the actual number of days in such Fixed Rate
Payer Calculation Period divided by 360;

provided, however, that the Cumulative Interest Shortfall Payment
Compounding Factor shall be deemed to be 1.0 during the period
from but excluding the Effective Maturity Date to and including the
Termination Date.

With respect to a Fixed Rate Payer Calculation Period, the
Floating Rate, expressed as a decimal number with seven decimal
places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA Credit
Derivatives Definitions) applied to this paragraph;

(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period" for purposes of such determination;
and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate Source;

(ii) the Designated Maturity were the period that
corresponds to the usual length of a Fixed Rate
Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed to be
zero during the period from but excluding the Effective Maturity
Date to and including the Termination Date.
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SCHEDULE K

INDEX OF DEFINED TERMS

Following is an index of defined terms used in this Offering Circular and the page number where each

definition appears.

25% Threshold .............................................. 191
A Security ...................................................... 112
NB Exchange ............... ..... 112

ABS Type Diversified ABS Securities ............ E-2
ABS Type Diversified Residential

Securities ................ ............ E-2
ABS Type High-Diversity CDO

Securities .................. ............. E-2
ABS Type Low-Diversity CDO Securities.......E-2
ABS Type Undiversified ABS Securities ........ E-2
ABX Pay As You Go Form .......................... 41
ABX Tranche Security ................................... 117
Accelerated Amortization Date................3, 60
Accelerated Maturity Date ......................... 31, 88
Accounts ................. ..... 6,109
Actual Interest Amount .................................. 127
Administration Agreement ............................. 162
Administrator ........ ....... ........ 162
Affiliate ........................................................ 45
Aggregate Attributable Amount .................... 143
Aggregate Principal/Notional Balance............. 60
Allocation Procedures.................................... 124
Alternative Debt Test .......... ........ 112
Applicable Procedures.................................. 81
Applicable Recovery Rate........................... 60
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Strictly private and confidential

IMPORTANT NOTICE

THE INFORMATION CONTAINED IN THIS CONFIDENTIAL INFORMATION MEMORANDUM (THE "INVESTOR PRESENTATION") IS BEING FURNISHED TO

SELECT PROSPECTIVE INVESTORS ON A CONFIDENTIAL BASIS FOR THE PURPOSE OF PROVIDING CERTAIN INFORMATION ABOUT HOK

INVESTMENTS L.P. (-HBK" OR THE 'COLLATERAL MANAGER") AND ITS AFFILIATES, AND CERTAIN COO TRANSACTIONS MANAGED BY HBK. THIS

INVESTOR PRESENTATION MAY NOT BE REPRODUCED OR PROVIDED TO OTHERS WITHOUT THE PRIOR WRITTEN PERMISSION OF THE

COLLATERAL MANAGER.
THIS INVESTOR PRESENTATION CONTAINS INFORMATION WHICH HAS BEEN PROVIDED BY A NUMBER OF SOURCES, INCLUDING CERTAIN

PERSONNEL OF HBK. IN ADDITION, THE RESULTS OF CERTAIN FINANCIAL MODELS ARE CONTAINED HEREIN. FORWARD LOOKING DATA, SUCH AS

THE RESULTS OF THE FINANCIAL MODELS, ARE INHERENTLY UNCERTAIN. AND NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS

MADE BY DEUTSCHE BANK SECURITIES INC. OR DEUTSCHE BANK AG, LONDON (COLLECTIVELY, INCLUDING ANY OF ITS AFFILIATES, DB") OR HBK

WITH RESPECT TO SUCH MODELS OR THE ASSUMPTIONS, HYPOTHETICAL RESULTS, ESTIMATES, HYPOTHETICAL PERFORMANCE ANALYSIS OR

OTHER FINANCIAL INFORMATION CONTAINED IN SUCH MODELS. ACTUAL RESULTS MAY VARY MATERIALLY FROM THE HYPOTHETICAL RESULTS

CONTAINED HEREIN. ASSUMPTIONS INVOLVE SIGNIFICANT ELEMENTS OF SUBJECTIVE JUDGMENTS AND ANALYSES AND CHANGES THERETO

AND/OR CONSIDERATION OF DIFFERENT OR ADDITIONAL FACTORS COULD HAVE A MATERIAL IMPACT ON THE RESULTS INDICATED. EACH

RECIPIENT HEREOF MUST MAKE ITS OWN EVALUATION OF SUCH FINANCIAL MODELS (INCLUDING THE ASSUMPTIONS ON WHICH THEY ARE

BASED). NEITHER DB NOR HBK ASSUMES ANY RESPONSIBILITY FOR THE ACCURACY OR VALIDITY OF SUCH FINANCIAL MODELS OR THE

ASSUMPTIONS, HYPOTHETICAL RESULTS, ESTIMATES. HYPOTHETICAL PERFORMANCE ANALYSIS OR ANY OTHER FINANCIAL INFORMATION

CONTAINED IN SUCH MODELS. NOTHING CONTAINED HEREIN SHALL CONSTITUTE ANY REPRESENTATION OR WARRANTY AS TO FUTURE

PERFORMANCE.
THIS PRESENTATION IS FOR INFORMATIONAL PURPOSES ONLY AND IS BEING FURNISHED ON A CONFIDENTIAL BASIS TO A LIMITED NUMBER OF

ELIGIBLE INVESTORS. THE INFORMATION AND DATA IN THIS INVESTOR PRESENTATION DO NOT PURPORT TO BE ALL-INCLUSIVE OR TO CONTAIN

ALL OF THE INFORMATION AND DATA THAT A PROSPECTIVE INVESTOR MAY DEEM MATERIAL TO ITS DECISION TO INVEST IN THE NOTES OR

SUBORDINATED INTERESTS. ACCORDINGLY, PROSPECTIVE INVESTORS SHOULD CONDUCT THEIR OWN INDEPENDENT INVESTIGATION AND

ANALYSIS OF AN INVESTMENT IN THE NOTES OR SUBORDINATED INTERESTS AND THE INFORMATION AND DATA SET FORTH HEREIN. THIS

PRESENTATION IS NOT AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITY. ANY SUCH OFFERING MAY BE MADE ONLY

BY AN OFFERING CIRCULAR RELATED TO THE NOTES OR SUBORDINATED INTERESTS (THE "OFFERING CIRCULAR") AND THE INFORMATION

CONTAINED HEREIN IS SUPERSEDED IN ITS ENTIRETY BY SUCH OFFERING CIRCULAR IN FINAL FORM. INVESTORS SHOULD REVIEW THE

OFFERING CIRCULAR PRIOR TO MAKING AN INVESTMENT DECISION. THE INFORMATION CONTAINED HEREIN IS CONFIDENTIAL AND MAY NOT BE

DIVULGED TO ANY PERSON OR ENTITY OR REPRODUCED, DISSEMINATED OR DISCLOSED IN WHOLE OR IN PART. SHOULD THE RECIPIENT

DECLINE TO INVEST IN THE NOTES OR SUBORDINATED INTERESTS, IT SHALL RETURN THIS INVESTOR PRESENTATION AND ANY OTHER

MATERIALS SUPPLIED BY DB AS SOON AS POSSIBLE AND, IN ANY OTHER EVENT, UPON REQUEST. DESTROY ALL COPIES AND EXTRACTS, AND

DELETE ALL COMPUTER FILES. NEITHER DB NOR HBK MAKES ANY REPRESENTATION WITH RESPECT TO A POTENTIAL INVESTOR'S

REGULATORY OR ACCOUNTING TREATMENT. INVESTORS MUST RELY UPON THEIR OWN EXAMINATION OF THE TERMS OF THE NOTES AND

SUBORDINATED INTERESTS AND UPON HIS OR HER OWN REPRESENTATIVES AND PROFESSIONAL ADVISORS, INCLUDING LEGAL COUNSEL AND

ACCOUNTANTS AS TO THE REGULATORY AND ACCOUNTING TREATMENT, SUITABILITY FOR SUCH INVESTOR, AND OTHER ASPECTS OF AN

INVESTMENT IN THE NOTES OR SUBORDINATED INTERESTS.

THE SECURITIES DESCRIBED HEREIN HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, (THE "1933 ACT") OR

THE INVESTMENT COMPANY ACT OF 1940, AS AMENDED OR ANY STATE OR FOREIGN SECURITIES LAWS, AND WILL BE OFFERED AND SOLD ONLY

TO (1) "QUALIFIED PURCHASERS" WITHIN THE MEANING OF SECTION 3(C)(7) OF THE INVESTMENT COMPANY ACT OF 1940 WHO ARE EITHER

"QUALIFIED INSTITUTIONAL BUYERS" (AS DEFINED IN RULE 144A UNDER THE 1933 ACT) OR INSTITUTIONAL "ACCREDITED INVESTORS" (AS

DEFINED IN RULE 501(A)(1), (2). (3) OR (7) UNDER THE 1933 ACT) OR (2) NON-U.S. PERSONS WHO PURCHASE OUTSIDE THE UNITED STATES

PURSUANT TO REGULATION S UNDER THE 1933 ACT.

PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. ANY INFORMATION HEREIN REGARDING OTHER TRANSACTIONS IS FROM A

DIFFERENT TIME PERIOD AND HAS UNIQUE CHARACTERISTICS. SUCH INFORMATION IS NOT INDICATIVE OF THE CHARACTERISTICS OR

PERFORMANCE OF THE CURRENT TRANSACTION. THE ANALYSES CONTAINED HEREIN PRESENTS HYPOTHETICAL RESULTS WHICH MAY NOT BE

ATTAINABLE.
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(D Transaction Schedule
:. Pricing: end-Feb
X Closing: mid-Mar

- Non-call period ends: 3 yrs
C Reinvestment period ends: 2 yrs

u) Auction calls begin: 6.25 yrs
( Reverse turbo begins: 8.25 yrs

Legal final date: 40 yrs
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Section 1
Executive Summary

Opportunity Overview

m $1.1 billion partially static mezzanine ABS CDO to be managed by HBK Investments L.P. and its affiliated

subsidiaries ("HBK")

- Predominantly RMBS (-88.6%) with smaller allocations to ABS CDOs (-4.5%), CMBS (-3.3%) and
Student Loans (-3.5%)

- Static [26.1]% non-investment grade assets (minimum rating of Ba2/BB) - only RMBS assets

- Pure sequential pay-down structure and with coverage tests

- Optional call after year 3; auction call after year 6.25

- As with all its prior CDOs, HBK will purchase 100% of the Equity in Gemstone CDO VII

" De-levering, partially static structure

- 2-year limited reinvestment period - only investment-grade asset amortizations can be reinvested

- Reinvestments can be only be in assets rated Baa3/BBB- or better (investment grade)

- Static below-investment-grade ("BIG") bucket - principal proceeds on BIG assets are used to amortize
the capital structure sequentially

a Credit-risk, Credit-improved and Discretionary (up to 20% per annum) trading allowed

a Flexibility to purchase cash and synthetic assets; max 65% synthetic bucket for pay-as-you-go CDS (RMBS

and CDOs)

" Triple-B turbo amortizes Class D (Baa2/BBB) using excess interest (otherwise payable to Equity)

(1) Source: HBK.

Deutsche Bank El
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Section 1
E.,im Summart

HBK Is one of the
premier investment

management firms In the
Industry

HBK's CDO Program is a
key component of the

investment and funding
strategy of its structured

product division

xecu ve yT

Investment Considerations

a Experienced CDO Manager with a strong alignment of economic interest with investors

- Gemstone VII will be HBK's eighth ABS CDO. HBK has successfully brought to market 7 ABS CDOs
totaling $3.6 billion aggregate issuance

- HBK is an investment management firm founded in 1991 with equity capital under management of
approximately $12 billion01 ). HBK's structured finance team manages $5.0 billion in structured finance
securities including $3.6 billion of structured product CDOs, as of November 30th, 20061)

- As with all its prior CDOs, HBK will purchase 100% of the Equity in Gemstone CDO VII

" HBK's investment process integrates expertise in capital markets, structural analysis, collateral and loan-
* level analysis, due diligence, and in-house surveillance. HBK is seen as not as a trader but as a vigilant

investor that maximizes value through intensive analysis and surveillance

" Structured products exhibit relatively stable performance and low default history

- Favorable Default and Rating History - structured products have exhibited historically low incidence of

default and as structures delever these assets become candidates for credit outperformance

- Good Relative Value - structured products have historically priced and continue to price wider than
similarly rated corporates due to liquidity and complexity premium that can be arbitraged through buy-
and-hold cash flow CDO structure

(1) Source: HBK.

Deutsche Bank. 0
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Pure sequential pay-
down structure and with

coverage tests

Triple-B turbo amortizes
Class D (Baa2/BBB)

using excess interest

Deutsche Bank

Gemstone CDO VII, Ltd.

Transaction Overview

E $1.1 billion partially static mezzanine ABS CDO

- Target portfolio comprised of [88.6]% RMBS [4.5]% ABS CDOs, [3.3]% CMBS and [3.5]% Student Loans

- Static [26.1]% non-investment grade bucket comprised of RMBS assets only rated at least Ba2/BB

a Delevering sequential structure with coverage tests

- Amortizations on assets rated below Baa3/BBB- are used to delever structure and pay down notes

- Amortizations on investment grade assets can be reinvested for 2 years into investment grade assets only

- Coverage tests trap and divert excess interes to pay down notes and build overcollateralization

Indicative Capital Structure

Rating
Class (IIDY'sS&P) Size ($) Size (%) Subord (%) Avg Lfeo Legal Final

A1 2
) AaAA [716,000,000] [65.0]% [35.0)% [32] Years 40 years

A-2 a/AAA [87,000,000] [7 9]% [27.1]% [5,3] Years 40 years

B A2IAA [96,900,0001 [8.8]% [18.3]% [60] Years 40 years

c A2/A [68,300,0] [62]% [12.1]% [6.3] Years :40 years

D Baa2/BB [55,100,0001 [5.0)% [7.1% [5.7] Years 40 years

MBal/B+ [18,700,0001 [1.7]% [5.4)% [6.3] Years 40 years

Preference Shares NR [59,500,000] [54]% 40 years

Total. 1,101,500,000 100.0%'

(1) Average Life of tranches calculated to 6.25 year Auction Call (20% of collateral expected to remain outstanding).

(2) Class A-1 may be split into multiple tranches based on investor preference.\
(3) 100% of Preference Shares retained by the Collateral Manager and not offered.

Preliminary and Subject to Change

Section 2
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Section 2
Gemstone CDO VII, Ltd.

Portfolio Composition

Portfolio Composition

Moody's Rating Composition') S&P Rating Composition

17 6%

62%

Asset Type Composition

Stud
CMBS Conduit

3.3%

CDO

RMBS Prime
1.4%

RMBS Subprme
34.2%

A. A.2 Al A2 A3 8061 8.2 h6W 0.1 h.

Deutsche

MA AA A. A A. BBS. a9 OBB Sa.

Initial Asset Type vs Moody's Ratingm

Total Aaa Aal Aa2 Aa3 Al A2 A3 Baal Bau

.B.M.prime. 3.1% 2.7% 1.4%. 07% 4 .5% . 4.5

RMS.Sprim 34.2% 0. .... z; 8% % 0.. ..... .1 09

RMBS Prime 1.4%

CDO. . 4.5% 4.5%.

CMBS Condult 3.3% 1.9% 0,9% 0.6%

Student Loans 35% 1.8% 1.7%

Total 1 -00.0% 2.7% 0.0% 4.5% 0.0% 2.2% 3.7% 3.4% 6.2% 54

(1) Assets not explicitly rated by Moody's (approximately 6.2%) are notched in accordance with Moody's notching convention.

Bank Preliminary and Subject to Change

Baa3 Bal Ba2

224% 5.2% 11 6%
23.4% 3.3% 4.7%

1 4%

45.8% 8.5% 17.6%

120%

IMBS Midprime
53.1%

ant Loans
3.5%

2 
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$1.1 billion mezzanine
RMBSCDO

100% of equity retained
by HBK (or its affiliates)

Deutsche Bank 0

Section 2
Gemstone CDO VII, Ltd.

Transaction Highlights

Ramp-up ected to be 100% rampe

Management Fee. an ior:Management Fee: 30 bps per annum
aS Managenent Fee: none

Liited Reinvestment a 2 year Limited ReinvestmentlPeriod for investment:grade assets onl

Period a Static non-investment grade bucket -these amortizations are used to pay down structure

Triple- Turo urin thefirst 3 yearsafter cong (11 periods), of s
($W50,6O9 pr period)WIl be-:pali.d down with excess int erept proee" ftrteirst ers 5

-of the excess.Interestproceeds w~ill be, paid to Cla s0

BB5 Diversion Test a~ Excess interest proceeds (otherwise. pyable to, Equit)wlpa down Cias E (BaI tB) if thel

ClassEIterest DiversionTest is until it is brought back ino comp ac

Mnger Trading: o .Credit Risk, Credit ,Improived and Defauited Assets prunt tohe In0denture
Mn20ge Drscetonr trading

Optional Call 4 1;y,

Auction CallA after;6.25 years, and if unsuccessful, on a semi-annual basis t a

Permanent Reverse If auction calls areuns esful for two years, equity will not be pad nysexcess Interstproeeds;

Turbo after 8.25 years Instead such moies sha be used \to-pay aon outstanding No ti everse order of seniority

(Class E. followed yCas0 Class C, Class-1B, Class A2 adfial, lssAi

Synthetic Assets: a Up to 65% of the portfolio6 consist ofpays-you-go: credi.default swaps on1rRMBS0aor CaO

reference obligations, replicaing position in the unde rlyn
o xes ap tresapply to ReS PA CDs

A xes inertproed (otelis paal oEut)wilpydw lsE(a/8)ih

- Variable Cre (andno implied Writdowns) will aply to he P ndenture
T0 Dascateralizes etiPAUo

TheIf nauciclls hb areun ueflfor two ynes, teuisty wilbepiay exe s ines snce

Preliminary and Subject to Change
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Section 2
Gemstone CDO VII, Ltd.

Transaction Highlights (continued)

Key Collateral Characteristics

Floating Rate Assets
Fixed Rate Assets
*Synthetic Assets

Moody's WARF
MWoodysCorrelation. Factor
Moody's Weighted Average Recovery Rate

Weighted Average Spread
Weighted Average Coupo

Closing Portfolio Limit

[94.1]% [40%m
[5.~1 [6.0% max

[56.71% 5.0]% max

[645] (Baa3/Bal) . [665]A(aa3.r
21.6]% [23 1]max

[24.21%]%

[2.361% pread vetorcovenant
[5.36]% Coupo vector covenan

Coverage Tests______ ______

Class A/B OC Test

Class C OC Test
Class D OC Test

Class E Diversion Tesf
(1) Interest Coverage at Closin

6

0

0)
CO

Deutsche Bank

Overcollateralization Interes Cva

At Closing Test Qushion At Closing( Test
~.... ... . ~ . .... -; .. . . - . . . .... .... .

[2237]% [117.37% (500% (140.10% [33.10

113.741% [109.99]% i375]% [127.91]%3
[107.61]% [104.861% [2.751% [117.13% 100.00%. 1.3

[105.681/ . [103.56]% (2.12]%

g are estimates.

Preliminary and Subject to Change
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Section 2
Gemstone COO VII, Ltd.

Eligibility Criteria
Eligibility Criteria (Concentration Limits)

Ratings Concentration Limits Max [26.1]% rated below Baa3/BBB- (RMBS only).

Specified Type (Asset Type) Limits Max [100]% Home Equity, Residential A, and Residential B/C In aggregate
Max [10]% CMBS in aggregate
Max [1]% CDO in aggregate; all COOs must be rated Baa3/8BB- or above

Max [51% ABX tran hes in aggregate

Other Asset Types subject to additional limitations
The aggregate principal balance of all assets serviced by the same Servicer should not
exceed [7.]%, except that the aggregate principal balance may be upito:

- [20]% If the Servicer is rated at least Aa3 or SQl by Moody's

- [10]% if the Serier is rated below Aa3 and below SQI Moody's
(2 exceptions may be up to [51]% each)

or, the aggregate principal balance may be up to:
- [15]% if rated at least AA- or Strong by S&P

- [10]% if rated at least A- or Above Average by S&P

Issue (Security/CUSIP-level) Limits Max [2.5]% Baa3/BBB- or higher (5 exceptions up to [3.0]%)

Max [1.25]% for Bal/BB+ or below (5 exception up to [1.51%)

Synthetic Security Limits Max [6S]% Synthetic ecurities

Fixed Rate Assets Max [6.0]%

Collateral Haircuts for Class A/B, C and D Overcollateralization Tests

Deutsche Bank 0

:Haircuts for collaterals over the*
initial Level Allowed Cushion threshold (initial + Cushion)

Moody's Bal/Ba2/Ba3 rated collateral [26.11% .

Moody's BU1B2/B3 rated collateral [0]% [5]% [20)%
Moody's Below 83 rated collateral - [0]% , [50]%:
S&PBB+/BBIBB- rated coliateral [8.4]% (i10%
S&P B+/Bi- rated collateral [0]% [5]% [20)%
S&P Below 8- rated collateral 50% 130]%

Referenceatto oMoodys and S&P ratings, as appicable, For acomplete description ofhaircuts pae refer to the.OfferingCircUlar
(1) Allowed Cushion Is in addition to the Initial Level of collateral.

(2) Allowed Cushion may be up to 151% shared between the three major rating categories lIsted above as long as the total threshold amount is no more than (31.11%

(26.1% + 5.0%)for Moody's and no more than 113.41% (8.4% + 5.0%) for S&P across all three major rating categories.

Preliminary and Subject to Change
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Section 2m eGemstone Coo ViI, Ltd.

Investment Rationale
Class C/D Expected OC Levels

I Faster OC Buildup - Compared with a traditional 3-year reinvestment period structure, Gemstone CDO Vll builds OC

quicker due to the partially static structure, short 2-year reinvestment period and the triple-B turbo feature.

Weighted Average Spread Vector

m Spread Curve VectorM) - WAS is expected to decrease over
time due to static amortizing BB RMBS assets which have
higher spreads. This issue is addressed in Gemstone VII by
modeling the WAS as a spread vector that declines over time.

.M- I

rn

O
K
C)

0
0

C?

Deutsche Bank IZI

**GT Cl. 0 Oc

: Reog CIas D OC

Expected WARF

a Improved Credit Quality Over Time(2) - As the BB RMBS
assets amortize, investment grade assets will remain,
resulting in an overall credit improvement

--- .1 n-ao 070 sM- Ja0 aiw Jn0 -- o.unlsnI?-i 
.*-- 

-
-, I- 

-- --

(i) IG Floating reinvestments are assumed to be in assets with 3.5 year bullet maturity and spread of 230 bps.
(2) IG asset amortizations are assumed to be reinvested in assets that have a WARF equal to the initial WARF of the relevant IG bucket.

(D

3
CD

:3

C
CD
cn
CDC.

..... ....... I ...........I ................ ......

I
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Section 2
Gemstone CDO VII, Ltd.

Investment Rationale

Asset Portfolio Amortization

a The credit quality of the portfolio is expected to naturally improve over time due to the static BB bucket
and the reinvested investment-grade assets

a The Gemstone VII structure has higher subordination because it does not take credit from rating agencies

for the natural WARF improvement and is also conservatively sized to take into account that portfolio
spread (WAS) will decline over time

900m

300m

" Fixed Cash

a Investment Grade Floating
Om ,

a Below Investment Grade 6.9%

Floating (RMBS)

300m -
2007 2008 2010 2011

Deutsche Bank 0

Footnote Exhibits  - Page 1441



Gemstone CDO VII, Ltd. 
Section 2

mm Breakeven Analysis
CD

( Breakevens - to Maturity()( 2 3)

CD
To PIK To Break in Yield To Return of Investment

CDR Cumulative CDR Cumulative CDR Cumulative

Cass 1T [291]% [69.7]% [29.1]% (69.7]% [49.4]% (83.1%

as [212]% [57.8]% [212]% [5718]% [24.71% [63.4]%
Class B [15.1% [47 .0]% [15.1]% [470]% (17.9% [51.8]%
Class C [771% [28.8]% [9.3]% [32.6)% [11.4]% (38.71%
Class D [4.0]% [15 9]% [4 01% [15.9]% [6.9]% [26.3]%

inassE [1.0]% [4.2]% [2.7]% (11.0]% [4.2]% [16.9]%

(1) Note breakeven analysis assumes: (i) forward LIBOR curve, (ii) base case collateral cash flows, (iii) constant annual defaults occur

from the closing date and at the beginning of each collection period with 50% instantaneous recovery, (iv) pnncipal and interest

proceeds on cash assets are assumed to be reinvested short term and accrue interest at 3m LIBOR - 0.20%.

(2) 30bps senior collateral management fee; senior ongoing deal expenses: US$250,000 p/a + 0.04% p/a.

(3) To maturity assuming no calls.

G)
m

0

-4

Deutsche Bank IiPreliminary and Subject to Change 14
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Section 2
WH 1Gemstone CDO VII, Ltd.

' Priority of Payments

3I
CD

CD

Cn
(D

0.

G)

;4
0
0:
0
C0
-4
0)

Deutsche Bank IZ]

Interest Proceeds

Trustee Fees Pmets toCveCrti

issuer Expenses (excluding Management Fees) Interest Proceeds Is( t.a..s...

Payment on SwaplCap or COS (if any)

senior Manageme(t Fee

ClassA Interesti

Class 8 interest

Class A/B Coverage Tests
Class C Interest)

Class C Coverage Tests .. .C...

Ctass C Deferred Interest
Class C Principal Until Fu lly Atrtized'

Class 0 Interestl)
Cls I ered Ineet

CPmass etCoverage Tests

Ctas DbeenedInteestClass A) Pirncipal Until Fully Amtortized

Clas Iteetss ncia UnteilulyAorie

CClass E Deferred Interest

Clas bersof rstClass C Prpa Uni Fully AnttizedCls DrCas (Baa2Deferr edl am i t

Classi Dtd Defe~p rred ITeresfltof t P a ss to CoPrinia Intes ullyed Amortd o

ClassE..* E Interes
r Cs r.red Intere.s..

Cx O2 ert t051tlass E PDenfeed 1ne reta

Cls ~ Class Am Ovrsio Tet Clas PneniUtilFulyAmy..e

ClssD Ba2/B) "Turbo" Payment

Paymentstto rover nterest Proceeds.Shortll
(Subottdinesdsiy hapCapsr COS Terination Pay ints contingent uo dinatedgSwal ompliant

Prf ) Additional Trustee orn gssu x s
,Addtoa Truste /:Issuer Expenses (if any) ~~~-

Afte~r :yea..r 8 25, *Reverse Turbo to payPymnstPrfeneSas

Class E to Class A' inves order of senirt

P-yet toPtfrenc SharS.

(1) Dotted lines signify that Class C & D Interest paid from Principal Proceeds contingent upon maintaining OC Levels in compliance.

Preliminary and Subject to Change
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Section 3
Collateral Manager Overview - HBK Investments L.P.

4 9 ~F#4

Section 3
Collateral Manager Overview - HBK Investments L.P.

Deutsche Bank IZI

.
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Section 3Collateral Manager overview - r1rn'~ invesimenia La-.

Overview

a HBK Investments L.P. together with its affiliated subadvisors ("HBK") is an investment management firm

founded in October 1991 with equity capital under management of approximately $12 billion. HBK's

structured finance team manages $5.0 billion in structured finance securities, including $3.6 billion of

structured product CDOs, as of November 30, 20061)

" HBK's main office is in Dallas, Texas, with affiliated subadvisory offices in New York, London, Hong

Kong and Tokyo

a HBK employs approximately 300 individuals in its five offices globally

a HBK's senior management team has been working together since 1994

" The firm strives to provide superior risk-adjusted rates of return with relatively low volatility and relatively

low correlation to most major market indices

- "multi-strategy" approach with a sub-categorization of either "market neutral" or "absolute return"

a From inception through November, 2006, HBK generated a compounded annual return of 14.61%, net of

all fees and expenses and assuming reinvestment of all distributions1 )2 )

- positive returns for every consecutive 12-month period in its history

* HBK currently manages seven ABS CDOs

- CDOs as a term-financing source, not as a fee-generation arbitrage vehicle

- performance snapshots of prior CDOs are provided in Section 4

- all junior tranches of Sandstone CDO, HBK's first ABS CDO, have been upgraded a full rating by S&P
and are currently on upgrade watch by Moody's

(1) Source: HBK.
(2) Past performance is not indicative of future performance.

Deutsche Bank 12J

Collateral Manager overview - HBK Investments L.r.
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Section 3Cou~nternt Mannaer Overview - HBK Investments L.P.

Tab A
Organization and Management

Deutsche Bank 0

Collateral Mananer Overview - HSK Investments L.P.
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Collateral Manager Overview - HBK Investments L.P. Section 3

Investment Structure
CD

CD

a Funds from HBK's investors are invested through one of two feeder funds:
3
(D

- HBK Fund L.P. is structured to accommodate qualifying U.S. taxable investors

CD - HBK Offshore Fund Ltd. is structured to accommodate U.S. tax exempt investors and non-U.S.
investors

CD

C These two funds have combined most of their assets into a single master pool called HBK Master
Fund L.P.

" HBK organizes its portfolio positions into a number of business units, each with a different
investment strategy

a For analysis and reporting, the business units are aggregated into four main investment groups:

- Credit: Corporate; Non-Corporate

- Equity: Event or Spread Driven; Relative Value

- Volatility, Quantitative and Other

- Developed Markets Fixed Income

* Investments in U.S. structured products fall under both Credit (Non-Corporate) and Developed Markets

Fixed Income depending on the credit rating of the asset in question

G)m
K
0

00

-4

Deutsche Bank 2
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- -. LIOM' *.....*. 1 0Seto3Collateral Manager Ovrve - Ho-rivstm . I

Legal Structure

* HBK Investments L.P. (a Delaware limited partnership) its affiliated subadvisors manage two funds:

HBK Fund L.P. (a Delaware limited partnership) and, HBK Offshore Fund Ltd. (a Cayman Islands limited

company) and each of which has invested most of its capital in HBK Master Fund L.P. (a Cayman

Islands limited partnership)

.. . . . . . . . . . . . .. . . . .. .... .... ........... ....... . ..................

Ofsor and US Tax.......
U.So Ti xable Investors E xemtIner

Pm~ Innov .net et ... . .odut .e..... nin

HBK Fund L.P. HBK Offshore, Fund Ltd.IvsmnI
Management Eg*
Agreement

HBKsSeneces LL

Affiliated Sub-Advisors

BK Master Fund L..

- -------------- ------------
I HBK Fixed Income Lid, HBK Global Secunies L.P

. Developed Market Fixed a Registered Broker- Dealer

Income Investments E Conducts securiies lending: I
busines'a

Wholly Owned Subsidiaries

o)urce: HBK

Deutsche Bank IZI

S

Section 3
unv Ima.anemento in
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*Collateral Manager Overview - HBK Investments L.P.

Business Units

; ConvertibleAbirg -US and ttiona.
publicly traded equity derivatives in US, Japan Europe
and Asia
convertible bonds, convertible preferred stock, warrants
or options

'Volatility - volatility relationships among options on
equities and equity indices
Quantitative Strategies

purchase and sale of stocks, related index products and
exchange-traded products to take advantage of short-
term and long-term statistical phenomta
highly diversified portfolio intended to control market
exposure and exposure to a variety of other factors

Insurance - insurance and insurance-rted investments

Developed .. Maret Fie noenetetEquity: Evento S. ead Oriven ; Re l

ro Risk arbitrage and other event-driven strategies in differentt
markets, Including U.S., Europe and Asia
Investments involving price disparities between multiple n ola e rn ppr a
share classes or positions in the capital structure

a Relative value -,market neutral. investing in the equity or
equity derivatives of. companies deemed to be
fundamentaly overor under Valued.

Deutsche Bank El

Section 3

rn0

a
Ph

-40

0
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Collateral Manager Overview - HBK Investments L.P. Section 3

Corporate Structure
CD

w 0 Supporting the investment unit is the back office, comprised of 14 support functions

;0 N HBK employs over 300 individuals in its five offices globally
CD
a

CD - - - * a-
0L

invstmntsNonInvestment Support:

a Credit: Corporate; Non Corpoate Legal& Comphance . Accounting and Tax

is Equity; Event or Spread Driven; Relative Value m Investor Relations F Finance

a Volatility, Quantitative and Other aHuman Resources .Operations

* Developed Markets Fixed Income a Administrative Support *lnforma:tion Technology

a Risk Management a Systems Development

w Quantitative Research a Data Management

a Strategic Planning a Internal Audit

m

C)

Deutsche Bank 022
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Collateral manager Overview - nvesn ..

...... Structured Products Group

E HBK's Structured Products Group is one of the leading purchasers and long-term investors in credit

sensitive mortgages

- the group is responsible for managing the structured products portfolio, including RMBS and ABS, a

C
component in H BK's overall strategy since 2002

m HBK's business model focuses on deriving returns from buy and hold income revenue instead of short-

term trading

a HBK's investment model utilizes proprietary default, prepay, and severity loan level models to make

investments in the residential market

0 CDO program provides long-term committed financing to HBK

M HBK has retained 100% of the equity from COO transactions resulting in strong alignment of interests

between HBK and investors

m

0

-4

Deutsche Bank 0 Z:

Section 3
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Section 3
- ~.,..----~ UCV I.,*.....*e I C
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Structured Finance Teai

Joel Eenlgenbi rg
Senioriisevker

flqyis inuty experince
13yfs at HBK

Seth Iadowltz
_Senir Do eloper

7yfs at h8K

Rlul Gong'f

... yrs, industry experlenf;e
2YiS i~t kw-:

vl yrs inditry evpernc
9yrS at K

vi, Of oeratlions

11 rs ath8ki

Jarl Schmit

yr ndutry epene
B yrsatHWK

~oaedAhafyst
.7ys industyexpedeflpq

Celeste Bengston

Ysirdustry' experence2 Yat 58K

Greg Thom~as
Pddcng. Ajor

g yrs indusltr expedence
0Ytat 8/

rn

CDO Team

JIamleI Akttar
Manag$,g Drrector _ _ _ _

14 tyfs dstexperience

'14 yM at 118K

Kevin Jenks
$ie*~r ofolio Manager
:M.~ndu tqyexpeiefice

6 ~ yTSt 1BI(

KimI~eL: Ri.mw
.Associate General I

.Counsel
*1?i4 inutyqoeden

8 yrsat HSK..

Jane Rest
Internal! COlnsef

I I Ind xustry experence

-. Prolessionals

60 846I51essionaIs, 30 Ptotessils

:...Jim_ ang

1l yrs Indus1Iy(expe:l.,sCs

Jaon Lwry
Ana"I Itrrader

6 yro indtustry expeirienc
* 4yrsa$1 11K

Marco Lukescii

. Aat / Trader
6 Byr iduli experience.

3 rteat SilK

9 Survefiance

Quantitative
Analyst

Risk Management

CWan
Mnagr 09 iee

9 Yqs atHK

~rett:r
WYrs latuqtry exeiwct

Ion aat -5
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Section 3- URV In~,o~tn nt~ I P

Structured Products Portfolio

a RMBS / ABS have been a component in HBK's overall strategy since 2002. HBK manages a structured

products portfolio of approximately $5.0 billion, including $3.6 billion of structured product CDOst')

a HBK follows a buy-and-hold strategy for its ABS investments; HBK hedges the interest rate exposure

and retains the credit exposure of its ABS portfolio

a Currently, there are only three downgrades(2) in HBK's ABS portfolio

Rating(3)

NR
33.8%

82
0 ~

1.5%

Ba3
2.1%RMBS subprinme_

34.6%

Aaa
20.7%

A2
1.2%

A3
1.6%

Baa20.6%

jBaa314.6%

Ba2
20.2%

Bal
2.8%

(1) As of November 2006.
(2) Excluding one other downgraded asset that paid down to par.
(3) A portion of the NR" assets includes residuals.

Source: HBK

Deutsche Bank

collateral Manager -erv ew - Ia H12K I ves Innents L P
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Section 3
CoIIater8I Manager uverview - nui~ InvesIm~rII~ L.F.

Tab B
Investment Process

Deutsche Bank IZi

Collateral Manager overview - HBK InvestmentS L.f-.
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Section 3
Collateral Manager Overview - HBK Investments L.P.

. .Overview of Structured Products Investment Strategy
CD

CD

Multi-Strategy Absolute Return Philosophy

invetents; Non4Cortporate 'Driven investts Feltive Other UiMIvestmet income investments
investments ~ VaIU* thWestments.

Allocations made to structured products

US mtlStrctue PodcInetns

Overweight JS ResIdential Sector

Higher rates ave reduced ABS Issuance..

-higher relative value and inherent spread pick-up comrpa red to other fixed irncome markets due to complexity of
structures and liuidity prmu

Bias Portfolio In Favor of Liquid Asset Classes within Structured Products
0 Avoid4 unproven" off the-run assetoclasses and favor estblshed liquid asset classe.

a High granularity of underlying collateral supports actuarial security-level analysis.
a~ Generate portfolio alpha by exploiting technical market inefficiencies through buy-and-hold strategy and not through'

price-volatility trades

Target Triple-B / Double-B Credit Prof lie
ai Triple-B?/ Double-B residential assets present best reiative vaiue compared to other sectors in structured product

.market and the broader markets

a Make opportunistic purchases of non-investment grade residential assets where there is clear track record and/or

good data transparency inhren sf

a Emphasize stabilityyof credit andcredit ratings

Deutsche Bank u l 2
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Section 3IL.......ISI- .... I... - UmV Imnrmnt In

Investment Model

. Prine nd Alt-ARMBS
- Alt-B
* Subpdme RMB$
s Investment Grade ABS

NN"Mm-,

Deutsche Bank El

Collateral Manager verv ewa LJOw Investments L P

VIVO

Long term financing for
HBK's portfolio
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Security Selection and Portfolio Management

Transaction
Analysis

*Dealers
- mintnin atd manage dealer relationships in order to

source high quality opportunities for the portfolIo

focus on new issue market

-consider secondary purchases under appropriate
circumstances

purchase loans.directly from originators

Portfolio constrtMein
and Management

a Originators

- analyze originators for underwriting consistency and

monitor changes to competitive landscape

a Servicers.

-review financial condition of servicer

- historical performance: .

- ease of transferring servicing

- delinquency curing strategies

- loss mitigation

Deutsche Bank 2]
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Security Selection and Portfolio Management (continued)

Investment Origination

a Collateral Analysis -

- conduct due diligence of underlying loan collateralto
formulate Investment assumptions

- loan level models:

- delinquency and default forecast

- loss severity -

- collateral prepayment forecast

- FICO stratifications, loan to value ratios, historical data,
and statc vintage performance are among the factors
included in the analysis

C)
I

0

0
0

-4

-4

Portfolio Construction
and Ianagent

a Waterfall Analys

- determine priority of cash flows available to the
investment
- seniority

- lock-outs

- loss / delinquency triggers

- static vs. revolving pools

- use cash flow models to analyze investment.
performance assuming multiples of expected defaulth
varying interest rate paths, loss severity and payment
rates

- assess sufficiency of credit enhancement

Deutsche Bank
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Collateral Manager Overview - HBK Investments L.P. Section 3

Security Selection and Portfolio Management (continued)

investment Originationl

a PortfolIo Constructlon

- to mitigate potential impact of any one investment
decision on the portfolio, create diversity within portfolio
across:*

- transactions

.- originators

-servicers

- underwriters

- position portfolio with top issuers and tier one credits

r)
m
-4
0
0
0
a

Transaction
Analysis

a Portfolio Management

- perform regular surveillance.of collateral performance
using remittance reports, Intex, Loan Performance, and
loan level data from servicers

- maintain ongoing dialogue with originators and
servicers

- aggressively pursue exit strategies when investments
significantly underperform compared to initial
expectations - especially in cases where fraud or
servicer ;going concern" may be a factor.

- collateral performance is monitored and measured to
original and subsequent default and loss assumptions

Deutsche Bank 0
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HB3K Investment Approach

a cvervolateralization
l w evel 4de diigence and qnalyals

~~~~~ ..-.-...-...... ....... ..... ..... ........

q' Dive syacro~ transacfionl, afgil elf, viar, and u qdrwnjteis

a Liuid onttiarun name$

Source: HB1K

Deutsche Bank
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Collateral Manager Overview - HBK Investments L.P. Section 3

mm " Ongoing Surveillance and Monitoring

3a HBK's upgrade to downgrade ratio is 23:3
CD

M 0a HBK's credit files contain the -relevant documentation and analysis performed at the time of asset purchase including, where

available: offering documents, marketing material, rating agency reports, collateral stratifications, loan-level information and

CL

performance, servicer reports, and sensitivity analysis (movements in interest curves, prepayments, defaults)

" Transaction performance is tracked monthly via trustee surveillance reports and ongoing loan-level information to monitor and
analyze parameters such as collateral yields, delinquency and default trends, recoveries, prepayments, and available credit

enhancement

a Updated stress analysis performed ounttion nd anayis to review adequacy of credit enhancement under various

probabilistic scenarios to analyze potential losses and make a sell or hold decision

a News monitoring for headline risk (related to originators and servicers) including changes in senior unsecured ratings or stock

prices

" On-site servicer due-diligence on an ongoing basis and when required on a per deal basis on below-investment-grade
securities

a Systems used for monitoring include: Intex, Bloomberg, iCDO, YieldBook, ABSNet, RiskSpan, Loan Performance and HBK's

K proprietary loan-level loss, default and prepayment models

I
C)
0

D

0

Deutsche Bank 2!33
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Ongoing Surveillance - Step 1

* Asset level credit and prepayment performance data is collected monthly from remittance reports and
flagged for certain performance statistics
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Collateral Manager Overview - HBK Investments L.P. Section 3

o3 o
.......... Ongoing Surveillance -Step 1 (continued)

CD

CD

w U Bonds are compared monthly to the entire market on a number of different factors based on loan level
CD performance

. .. :... . 7. ... ... .. . . ~ '7 ....... *: ::.+... .. :.isck7.. 3&::n -.----
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Collateral manager verv ew - nemn .

Ongoing Surveillance - Step 2

E Updated loan level information is received monthly from servicers and Loan Performance

Loan Performance

.4

Servicer A .

Servicer B

Servicer C

Loan
surveillance
system and

database

Servicer D

Servicer data received in
consistent format

Oata is fed through H-BK's

proprietary model

Prepayment Default Severity

Deal 1

Deal 2

Deal 3

Deal 4

Deal 5

Deal 6

aUpdated dealt severitye

Deutsche Bank IZ]
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Ongoing Surveillance - Step 3

U Asset and loan data are cross-checked and compared to initial assumptions and to cohort group to
identify performance deviation

Deal Performance vs. Cohort and Forecast

1 Month CPR Performance

50%

40%

C30%

o20%

10%

0%

7.2%
7.0%

6.8%

6.4%

6.2%
6.0%

5.8%

N

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

Months

- Cohort -.-- Actual - - -Forecast

60 + Delinquency Performance
8%.
7%
6%
5%

R 4%
3%
2%-
1%
0%

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

Months

- Cohort ----- Actual - - - Forecast
0

-41

3%........
3%.

2%

1%

0%

Excess Spread

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19
Months

-Cohort - Actual - - - Forecast

Cumulative Loss Performance

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19

Months

Cohort .-.- Actual - - - Forecast
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Collateral Manager Overview - HBK Investments L.P. Section 3

0HM
CL Rating Stability in HBK's ABS CDOs
CD

a The quality of the underlying collateral of HBK's previous ABS CDOs is reflected in a stable or improved
CD Moody's WARF since inception
(D

Moody's WARF Change Since Closing
C

CD
Cn

20

Decreased Credit 15
Quality

10

cc 5-

Stable -5 0 1.2 3 4 51T"89 0 if1 14 5-4. 17 18 2 1 3 4 25 26 27 28 29 30

0

-15
Months since Closing

increased Credit -20
Quality

-25 - Sandstone CDO --. Gemstone COO - Gemstone CDO II

-30- Gemstone CDO III - Gemstone CDO IV - Gemstone CDO V

G)m

0
0
0

-4

Note: Sufficient data points for Gemstone CDO VI are not yet available to chart historical performance.
Source: HBK and Trustee Reports, as of December 2006 reports.

Deutsche Bank i38
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lCollateral Manager Overview - HBK Investments L.P. Section 3

M R Improving Coverage Ratios in HBK's ABS CDOsO

Class A/B OC Level

... .- ...

0 1 2 3 4 5 6 7 8 9

- Sandstone CDO --....-.GenatoneCO - Gestone CDO I
.e.nstone C00 II ...- Genatone CDO I Genstone CDO V

Class C OC Level(2)

120%.

1 15%

110%

105%-

100% .-

0 1 2 3 4 5 6 7 8 9

- Sandstone CDC) Gentone l00 - Germtone) II

Genatone CDC) II Gemstone COO IV - Gerstone Co V

CLASS D OC Level 3)

...... . ...... ...

0 1 2 3 4 5. 6 7 8 9

- Sandstone CDO Genetone 0 -- GernstoneCD II

;...GenatoneCDOil -- GmtoneCDD.IV -- GenatoneCoV

(1) Graphs depict actual overcollateralization ('CC") ratios over time for each of Sandstone CDO and Gemstone CDO through Gemstone CDO V. Each transaction's historical CC ratio

calculated using information from each transaction's respective trustee reports was indexed to 100% by dividing each transaction's historical OC ratio by the respective transaction's

original CC ratio. Gemstone VI is not included as it was recently closed and sufficient data is not available.
(2) Gemstone II Class CID CC data points are graphed as Class C OC levels for consistency.
(3) Gemstone II Class E OC data points are graphed as Class D CC levels for consistency.

Source: HBK and Trustee Reports, as of December 2006 reports.

C
0
0
0

-4r'.3
~~0)
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Section 3Collateral Manager Overview - HBK Investments L.P.

Tab C
HBK Analytic Systems

Deutsche Bank
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Collateral Manager Overview - HBK Investments L.P.

HBK Analytics

a HBK's proprietary Default/Prepay and Severity MSA-level model allows for predictive
power of future deal performance

a Because all whole loan packages and every primary deal issued in the market is analyzed,
in addition to our loan level surveillance systems, HBK is able to pick up on trends before
they adversely impact the CDO

" Due to size and trading volume, HBK works with dealers and originators to customize
pools by kicking out problem loans

* As a significant buyer of residuals, HBK also purchases much of the capital structure of
those particular RMBS names

- CDO buyers' interests are closely aligned with HBK's interests as HBK has
considerable exposure to the same or lower rated bonds in our CDOs

" HBK now has the ability to monitor the portfolio performance through a Blackberry globally

Section 3

Deutsche Bank I2i
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Proprietary Systems

* HBK analyzes every
bond in the market,
providing for a vast
range of data as well
as meaningful
comparison both on
an absolute and a
relative basis

* From this data, trends
can be observed early
regarding the bonds
themselves as well as
the general economy
and the implications
on future issuance
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Section 3(enlInternI unnnner Overview - HBK Investments L.P.

Proprietary Cashf low Systems

a Based on existing loan
and economic data,
HBK's models generate
multiple scenarios based
on HPA, interest rates,
unemployment as well as
other factors

a These scenarios are fed
through our proprietary
cash flow engine to
calculate loss coverage
multiples and likely total
return over the life of the
security
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Collateral Manager Overview - HBK Investments L.P. Section 3

Proprietary Credit Analysis Systems

" For each bond, HBK's
system generates a
report, providing the
stratification of the
deal's collateral as well
as highlighting potential
problems

" Users can literally drill
down to the loan level
via a mouse click

" Reports are also
available providing
greater detail on
specific collateral
characteristics such as
state or FICO
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Section 3f~III~,,~I ~ flu~,uI~w - HRK lnu~~tmAntC L.P.

Market Data

" HBK maintains extensive
databases of current market
data, both proprietary and
from public sources such as
broker-dealer's research
and research from
government agencies

" All are utilized to gain
better insight into the
market and to further
streamline proprietary
models
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Collateral Manager Overview - HBK Investments L.P. Section 3

Future Developments

a HBK is continuously looking to improve our existing models and methodology
" HBK maintains constant dialogue with other market leaders such as broker-dealers, originators,

servicers, and the rating agencies to better improve our models
" HBK spent months developing and streamlining a new system to allow for faster analysis and additional

stresses on collateral
a HBK continuously compares our predictions to market empirical evidence to verify and improve our

models
Cumulative Losses

Prepayments
61

161. .

I original forecast s latest forecast m emperical

2005 2006 2007 2008 2009 2010 2011 2012 2013

2004 2005 2006 200? 2008 2009 2010 2011

Year

. original forecast mlatest forecast oemperical

Deutsche Bank IZI
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Section 3

Tab D
Biographies of Structured Products CDO Team
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Collateral Manager Overview - HBK Investments L.P. Section 3

Biographies

Jamiel Akhtar
Mr. Akhtar has been associated with HBK since 1993 and is a Managing Director of HBK. Mr. Akhtar is primarily responsible for
HBK's developed markets fixed income arbitrage portfolio, which includes investments in government and agency bonds, futures,
interest rate derivatives, and mortgage and asset-backed securities. Mr. Akhtar is also responsible for HBK's Risk Management
Group. He received an A.B. degree cum laude in Economics in 1993 from Harvard College

CD
C. Kevin Jenks

Mr. Jenks has been associated with HBK since 2002 and is the firm's senior portfolio manager for the ABS, MBS and CMBS
sectors. From 2000 to 2002, Mr. Jenks was a senior portfolio manager at Vanderbilt Capital Advisors, LLC specializing in the
structured product fixed income market with a focus on structured credit securities. He was a senior member of a five person
team responsible for managing over $6 billion in institutional fixed income portfolios for clients. From 1997 to 2000, Mr. Jenks
was a portfolio manager with Prime Advisors, where he was responsible for the trading, investment strategy and management of
a $3 billion plus fixed income portfolio consisting of total retum funds and insurance company portfolios. In addition, he was also
the firm's sector manager for structured product securities. Prior to 1997, Mr. Jenks held various trading, analyst and portfolio
management positions at Bank Boston, The Boston Company Asset Management and Fidelity Investments. Mr. Jenks received
a B.S. degree in Finance in 1992 from the University of Massachusetts

Jason Lowry
Mr. Lowry is an assistant trader/analyst with HBK. Jason oversees system analytics and structural analysis. Prior to joining HBK
Mr. Lowry was a quantitative analyst with Freddie Mac in fixed income research. Mr. Lowry received a B.S. degree in Physics
and Mathematics with University and Departmental Honors from Carnegie Mellon in 2001

Marco Lukesch
Mr. Lukesch is an analyst with HBK. Marco oversees surveillance and collateral analysis on new trades and existing positions.
Prior to joining HBK Mr. Lukesch was a consultant with Oliver, Wyman & Co, a strategy consulting firm devoted to the financial

m
services industry. Mr. Lukesch graduated magna cum laude from the University of Pennsylvania in 2001 receiving a B.S. from
the Wharton School and a B.A. from the College and was elected Phi Beta Kappa

0

-41
(.71
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Collateral Manager Overview - HBK Investments L.P. Section 3

Biographies (continued)
CD

Kimberlee Rozman
CD

Ms. Rozman has been associated with HBK since 1999 and is Associate General Counsel of HBK. Ms. Rozman is responsible

for a range of HBK's legal and compliance matters. Prior to joining HBK Ms. Rozman was associated with Jackson & Walker
CD L.L.P. Ms. Rozman received a J.D. degree summa cum laude from Dickinson Law School in 1990

CD
Gayla Mathis
Mrs. Mathis has been associated with HBK since 1996 and is responsible for global trading operations. Mrs. Mathis graduated
from Texas A&M University in 1996 with a B.S. in Accounting

Jim Wang
Mr. Wang is a senior quantitative analyst with HBK. His primary responsibilities include developing prepayment and default
models to analyze mortgage pools. Prior to joining HBK, Mr. Wang was a quantitative analyst in ABS Research at Citigroup. Mr.

Wang graduated from Brandeis University with Ph.D. in physics in 1996

r)

0
0
0
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Section 4
* * * Performance of HBK's Prior CDOs

Section 4
Performance of HBK's Prior CDOs
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SeclIon 4P~rtormance at HBK's Prior CDOs

Sandstone CDO
Sandstone CDO 1) (closed In June 2004)
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125 lil 0 -c 5
120 ..= . U' ' -TU

H o. Ewity
2D.1%

R.IWI

40%

Moody's Diversity

16o.O~00m6

125% c- o ~ saw

120%

105%..... .............. ........

Deutsche Bank IZI (1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moodys indenture rating and includes notched assets.
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Section 4*.U'- a S
Performance of HB s r or s

Gemstone CDO
Gemstone CDO') (closed In December 2004)

As of 12/31/06 Pjrrnt Ts Pass/FallS

Moody' Diversity 123 rila n/a

Moody's WARF 469 n/a n/a

Moody's WA Recovery Rate 32.9% nla n/a

Min WA Spread 2.20% n/a nla

Min WA Coupon 5.48% na n/f

There are currently no downgrades or defaults in portfolio

'Statio deal, tests do not apply after Closing

WA Spread

Rating Stratification(2) Industry Stratification
121

HomeEquty
12.6%

=%

R.,17.5%

2 MA .S .S A3 -51 Oaro -1. Wl ft' -1 92

WA Coupon

800% , OMdfA-sg.Coi4

-*4-WA 4read (Floahg)

15a g

Moody's WARF

.00

460.

~rnI

R 51.9%

Moody's Diversity
135, oMoV. OsNIy Sso.

-N-WACouo(Fmed)

-N- Mood.Y Dires1ty Sure

520%

Class C (A2/A) Overcollateralization

125%

120%

115%

110%

-X- Moodys WA Ra&g Factor

coca C Ts

11,2

Class D (Baa2/BBB) Overcollateralizaton

Deutsche Bank 12] (1) Source: Trustee Reports.
(2) As of Closing Date. Rating stratification shows Moody's indenture rating and includes notched assets.

Industry Stratlflcation(2)

aW-

115% 1 OassDOvrcellaterlizo
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--- A---2 63OU. 0.3 -n^~Sc~o ~~rsub~U l

~ Gemstone CDO 11
Gemstone CDO 1l10) (closed In May 2005)

Asof 12/31106 Cunnt, Test s/~ai

Modys ierit 1 a nta

~MbOdY'sWARF 60 ria nla

Io~' WA ecoer Rate 27T6% nla nia

.- :Min WA.- *plead 2A,9% rlIa We

Mn WA Co4n5.56% nfa n/a

There are currently no downgrades or defaults in portfolio

. StafiC deal, testis do not apyatrC~it

WA Spread

250% Aghe Aooage *xad

2.30%

2.10%

1.90%

1,70% *~**WA Sp sod (Flooog)

.50%

Moody's WARF

700 Mood1' Weighta AwagR0n Falor

00

Rating Stratification( 2)

33 112.

WA Coupon
- ~ Wghted Awag0Coupof

04 91 N H1 io 04 W1 -- W-0 91 6 1!44--1*X

.~WA CAm A(F1A04

Class C/D (A2/A3IAIA-) Overcollateralization

:,25%

aO c~O OA6.oA=taj1Iaof

100%

Industry Stratificaton 2)

20%c~~l 
3.

R.IAJ'

Moody's Diversity

14,0 ~ .0dyo lty 5000

30

Class E (Baa2IBBB) Overcollaterallzation

ct ECw00Ilaraftd0of

.CETool

Deutsche Bank IZJ (1) Source: Trustee Reports.
(2) As of Closing Dale. Rating stratification shows Moody's indenture rating and includes notched assets.
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ni HRK'q Priar CflOe

Gemstone CDO III
Gemstone CDO 11101) (closed In July 2005)

As of 12/31106 Curen g: Pass/FaI*

M, oody's Correlation 16.5 nraa

Moody'sWARF 652 Wej n/a:

Mo:''-' 6dy's WA Recovery Rate 28.1% nJ/a n/a

M S W pread 1.86% rta nta

M WACoupon 550% tta n/a

here are currentlyr no downgrades or defaults in portfolio

#Stafio deal, tedts do not i appy atrCoig

Rating Stratflcaton(2 ) Industry Stratflcaton(2)

MO 7% 81.01, LaP1
EP 1.0%

1.3% 81JBS

55% 173%

CA6 - \
57%.. -

Rl.O5 P11
30.9% I

.0%

WA Spread
2.50% -Welgtld A oo~m

2.25%

2.00%-

1.75% - N WASWp'ad (Fb~flvV

1.50% ~ ~

Moody's WARF

700 1 odys VghW AvoW F~ln actor

600 1

-4N Moody's WA RaIrg Factor

WA Coupon

6.00%] V~ttA~~~

5715% -
5,W%{

5.25%] I -N-XWA Co.~on(F-A.

5.0014

Moody's Correlation
2001I,6odowAa

1500

100

H Mody sst.-rlao

Class C (A2/A) Overcol laterallIzatlon Class D (Baa2JBBB) Overcollaterallzatlon

130% -C~ssC~gm=611bqAAIon

125% X - Cl-assC

115%. . . . . . . . . . . .

105%

100%]-

%R cu-Oss 0

... Cass DTest

100%

~ 8 ~ ~ ~ co

Deutsche Bank IZI (1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.

Section 4

.1 or

115% -

Footnote Exhibits  - Page 1482



Section 4
Performance of HB S; ror s

Gemstone CDO IV
Gemstone CDO IVO) (closed in January 2006)

As of 1231/06 current Test PassFall*

Moody's Correlation 18.3% n/a n/a

Moody's WARF 646:: n/a n/a

Moody's WA Recovery Rate 27.7% na n/a

Min WA Spread 1.86% n/a n/a

MinWA Coupon 5.27% rla n/a

There is currently one downgrade and no defaults in the portfolio.:

- AMSI 2003-1 MVS was downgraded from Bea3 to Ba3 by Mood)s_8BB to B by
S&P, BBB- to B by Fitch, currently has a faclorof .31717

WStati deal, tests do. not apply after Cosing .

Rating Stratification(2) industry Stratification
12)

Cram, CWo O5001L.'

COISS Con0l 1\iI
6.4%

cooASI

RNM
0..ASlf

32.0%

WA Spread

200% WagledAvragesprad

1,90%

100%

170%
-- WASpread(Flalg)

:Ao%
150%

Moody's WARF

700 MoodysWaigodAnWRPAingFator

-i- Moodfs WA Raing Fador

500

WA Coupon

5.45% MgdedAveagaCoupon

5.30%

5.15% -M-WACopon(Fixd)

Class C (A2/A) Overcollateralization
130% asC olerazaton
125%]

2-0 -ClassC . ClassCTest120%1

115% -- x

110% .... . . . ... .. .. . . . . . . . . .

100%

Moody's Correlation

25.0 MoocdCthon

200

150 0~

.:.

0%

100%

104%

Deutsche Bank 2] (1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.

industry Stratiflcation(2)

K' 
Pi 

CDO

2a-

61 .
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Section 4
Perfnormanceo sr

M 4Gemstone CDO V
Gemstone CDO(1) (closed In May 2006)

As of 121311/06 Current Ts Pass/Fall*

Moody's Corelatiorn 17.5% la, n/a

Moody'S WARF 610.6 n/a n/a

Moody's WA Recovery Rate 26.7% rWe n/a

Min WA Spread 1.L90% n/a n/a

Min WA Coupon 500% n/a n/

There are currently no downgrades or defaults in portfolio

'Static deal, tests do not apply after Closing

WA Spread
2.10% MO -w -

2 00%

,90% . -

1 0%

Moody's WARF
700 -McdyWjtedAmV*0fld~g Feto

650-

0

W~od' WA - - -

Rating Stratification(2)

7.3 O,

WA Coupon

-- WA Coupon (Fxed

-4 5 0

Class C (A2/A) Overcollateralization

125%120%- cbssC -er z - a ces
120% , , 'I " 1
115%

110% .. ...........

105%

Industry Stratification(2)

C Credit Card Student

Conduit 1.8% Lan

5.3% 4.1%

2.2%

RMBS Prim
2.9% RMBS

M.dprr%46.0%

Moody's Correlation

2s% sW on riosn

-44-M..di' Cu,.luuun

Class D (Baa2/BBB) Overcollateralization

112%

Class D (vetaterelizatifl

-"- clan 0
.. .. t OTo

.'---- --- 44 ------ 

; I I I A

Deutsche Bank R1
(1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.

RIBS
Subprirne

37 TY%

f HBK' 
P ior CDOs

won

I 22-

.1 .
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Section 4Peormarnce of HBIK' sra f

Gemstone CDO VI
Gemstone CDO VI(1) (closed In September 2006)

As of 12/31/06 Current Ts Pass/Faill

Moody's Correlation 18.6% 19.5% Pass

Moody's WARF 644 650 Pass

Moody's WA Recovery Rate 24.90% 23.5% Pass

Min WA Spread 1.88% 1.80% Pass

Min WA Coupon, 5.68% 4.90% Pass

Class C (A2/A) OC 113.38% 108 36% Pass

Class D (Baa2/BBB) OC 107.25% 104.75% Pass

There have been no downgrades or defaults in portfolto

Rating Stratification(2)

M.% Inn

Industry Stratification(2)

CMBS
Conduit

6.2%

CDO
2.1%

RMBS Prime
3.9%

,n I%

Student
Loans
4.6%

//

RMBS
Midprime

42.9%

RIBS
Subprime

40.3%

N Recently closed CDO: Sufficient data points are not yet available to chart historical performance

Deutsche Bank 0
(1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.
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Appendix I

Risk Factors

Deutsche Bank 2]

Appendix I
Risk Factors
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Risk Factors Appendix I

Risk Factors

Lack of Liquidity and
on Transfer

Potentialfor literrup
Deferral of Cash Flo

Limited Recourse Ob

Subordination

Asset/Liability Mism

Deutsche Bank

Restrictions The Notes should be viewed as a long-term investment and not as an investment to be traded. There can be no assurance that them
will be any secondary market for the Notes. Furthermore, any trading of the Notes will be subject to certain transfer restictions.

tion and Iif crtain Coverage Tests are not met (e.g. due to Collateral Debt Security defaults), then cash flow that otherwise would have been
available to pay interest on the subordinate Notes and distributions to the Preference Shares would instead be used to redeem Class A
Notes and, after the Class A Notes are paid in full, to redeem the Class B Notes and, after the Class B Notes are paid in full, to redeem .
the Class C Notes and, after the Class C Notes are paid in full, to redeem the Class D Notes until the tests again are satisfied. This could
result in the early redemption of the Class A Notes, Class B Notes, Class C Notes.and Class 0 Notes.

ligations The issuer will have no assets other than the Collateral Debt Securities and the Interest Rate Swap Agreement and investment
Agreements. Payments on the Notes and distributions on the Preference Shares will be payable solely from the cash flow of the assets
of the issuer. None of the Placement Agent (Deutsche Bank Securities Inc.), the Collateral Manager or any of their respective affiliates
will have any obligation to make-payments of principal or interest or other distributions on any of the securities issued by the issuer.

The payment of interest on each class of.Notes is subordinated to the payment in full of the interest due and payable on any more senior
class of Notes and certain other amounts, and application of interest Proceeds to make payments on the Preference Shares is
subordinated tothe payrent in full of the interest due and payable on each class of Notes and certain 6ther amounts. Subject to certain
limited exceptions, the payment of principal of each class of Notes Is subordinated to payment in full of interest on and principalof any

::more senior class of Notes and all other amounts payable to the issuer, and the application of Principal Proceeds tomake payments on
the Preference Shares is subordinated to the payment in full of interest on and principal of each class of Notespayable to the Issuer and
all other amounts.

aich Risk . The floating rate nature of the Notes financing of the Issuer and the fixed rate nature of certain of the Collateral Debt Securities could
produce a fixed/floating interest rate mismatch between the assets and the liabilities of the Issuer. Therefore, an increase in the levelof
LIBOR may adversely impact the retums on the Notes. The Issuer will enter into interest rate swaps which should reduce the
assetliability mismatch and therefore lower the return sensitivity of the Notes to changes in the absolute level of interest rates. Any.
mismatch would adversely affect retums on the Notes.

Please refer to the Offering Circular for a complete list of Risk Factors and detailed descriptions.

0Z
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Risk Factors Appendix I

Risk Factors (continued)

Risk of the Collateral
Debt Securities

Maturity and PrepaymeI
Considerations

Structured Finance Obl
and Synthetic Securitie

Tax and ERIISA Consid

Conflicts of Interest.

The Collateral Debt Securities are subject to substantial cedit, liquidity and interest rate risk. The synthetic securities, the interest.
rate swap and the Investment Agreement are subject to counterparty risk.

nt The Stated Maturity of the Class A Notes, the Class B Notes, the Class C Notes, the Class D Notes and the Class E Notes will be the
Distribution Date in L. H6wever, due to among other things, the Clean-Up Call Redemption and the performance of the Collateral Debt
Securities, the average life of the Notes is expected to be significantly shorter than the Stated Maturity for such class of.Notes.

igations The Collateral Debt Securities may consist of structured finance securities and synthetic securities for which the reference obligations are
s structured finance securities. The market for these securities is generally less liqtid than for other types of securities, which may prevent

the Collateral Manager from taking advan tage of changes in market conditions for the resale of the structured finance securities and
synthetic secuties. The issuer may also tbe subject to the credit risk of the counterparty on any synthetic securities, which will be in
addition to the credit risk associated with the reference obligation and the synthetic security itself. .

eratlons Special tax and ERISA considerations may apply to certain types of investors. Prospective investors are urged to consult with their own
tax and ERISA advisors to determine the tax and ERISA implications of this investment, and to review the tax-related and ERISA related
provisions in the final Offering Memorandum and the indenture.

Various potential and actual conflicts of interest may arise from the overall investment activity of the Collateral Manager and its
respective affiiaites. Among other things, the Collateral Manager may invest for the accounts of others in securitiesthat would be
appropriate for the'issuer and in surities that are senior to or subordinate to securities of the same issuers as those owned by the
Issuer. Also,.since the Collateral Manaer, its affiliates, or its clients may own all or part of a Class of the Notes or the Preference
Shares, various actual and potenia.conflicts may exist as a result of the CollateraManager taking action on its behaff, on behalf of its
affiliates or its asset managemen clients and on behalf of the Holders of the Notes or the Preference Shares.

Please refer to the Offering Circua for a complete, Ist of Risk Factors and detaied descriptions.

Deutsche Bank

Appendix IRisk Factors
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Document originally produced in excel format; reformatted/margins
modified for readability and printing purposes by the Subcommittee.Original document retained in the Subcommittee files.

2

3

4

5

6

7

8

9

10

11

12

13

14

15

Is

17
18

LBMLT 2006-5 M9

LBMLT 2006-5 M9

JPMAC 2006-HE1 M9

SABR 2006-OP1 83
SABR 2006-OPI 83

SABR 2006-OP1 B3

MSAC 2006-NC1 83

MSAC 2006-NC1 B3

CWL. 2006-4 8

CWL 20064 8

MLMI 2005-HE1 83

ARSI 2005-W2 M9

FHLT 2005-C M9

NHEL 2006-3 MS

LBMLT 2006-1 M7

JPMAC 2006-FRE1 Mg

JPMAC 2006-FREI M9
HEAT 2006-7 81

19 . HEAT2006-7 B1

20 GSAMP 2006-NC2 Mg

21 HEAT 2006-5 B1

22 LBMLT 2005-3 MS

23 LBMLT 2006-1 M7

24 MABS 2006-NC1 M9

25 MLMI 2006-AHL1 B3

26 MSAC 2006-HES 83

27 SABR 2005-FR4 B3

28 RASC 2006-KS3 M9

29 RASC 2006-KS3 M9

30 BNLI 2006-1A B
31 WADS 2006-1A B
32 GSAMP 2006-NC2 M9

33 LBMLT 2004-2 M7

34 ACE 2006-NC1 M9

35 CMLTI 2006-NC1 M9
36 CMLTI 2006-NC1 MS
37 SURF 2006-ABI 83
38 MSC 2006-HE2 B3

Tiir Ur Servcer Manger rigiato

10,000,000 BBB+ Baa3 Synthetic

10,000,000
15,000.000

15,000.000

5,000.000
10.000,000

5.000,000

5,000,000

15,000,000
5;000,000

15,000.000

15,000,000

5,000,000

5,000,000

10,000,000

10,000,000

5,000,000
10,000,000

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic
Synthetic

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Subprime.

RMBS Subprime

RM8S Subprime

RMBS Subprime

RMBS Subprime

RMBS Subprime

RMBS Midprime

RMBS Subprime

RMBS SLibprime

RMBS Subprime

RMBS Midprlme

RMBS Midprime

RMBS Midprime
RMBS Midprime

Long Beach

Long Beach

6/15/2006

6/15/2006
2/28/2006

1/26/2006

112612006
1/26/2006
1/2712006

1/2712006

3/17/2006
3/171200

4121/2005

9127/2005

7/14/2005

6/29/2006

2/712006

1/27/2006

1/27/2006
1013/2006

5,000,000 B8 Baa3 Synthetic RMBS Midprime 10/3/2006 SPS

10,000,000

15,000.000
15,000,000

10.000,000

15,000,000

20,000.000
20,000,000

opM

- 1- 7

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic
Synthetic

RMBS Subprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Midprime
RMBS Subprime

6129/2006
612512006
917/2005

2f7/2006

2/24/2006

6/2912006
6/3012006

Washington Mutual

Washington Mutual

Chase

Option One

Option One

Option One

HomEq

HomEq

Countrywide

Countrywide

Wilshire

Ameriquest

Fremont

NovaStar

Washington Mutual

Chase

Chase
SPS

Ocwen

SPS
Washington Mutual

Washington Mutual

Wells Fargo

Wilshire
Countrywide

Baa3 Synthetic RMBS Midprime 9/2912005 Countrywide

Baa3 Synthetic RMBS Subprime 312912006 HomeComings

Baa3 Synthetic RMBS Subprime 3/2912006 HomeComings

Aa2

Aa2
Baa3

Baa3

Baa3
Baa3

Baa3

8aa3.
Bea3

Synthetic

Synthetic
Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic
Synthetic

CDOCoo
CDO

RMBS Subprime

RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Subprime

RMBS Midprine
RMBS Midprime

3/30/2006

9/2812006

612912006
5/4r2004

1/30/2006
612912006
6/29/2006

2/23/2006
4/28/2006

Babcock & Brown

Hartford Investment

Ocwen

Washington Mutual

Saxon
Wells Fargo

Wells Fargo

Wilshire
Wells Fargo

New Century

Long Beach

New Century

New Century

New Century
SURF Progra

RC 72.84
Decision One

Option One

Option One
Option One

New Century

New Century

Countrywide

Countrywide

Accredited Home Lenders

Argent

Fremont

Novastar

Long Beach

Fremont

Fremont
tencore Lredflt UOrp 24.1 -A

Ownit Mortgage Solutions 24.0%,
Lime Financial Services 20.4%

trncore urealt LUorp X41%
Ownit Mortgage Solutions 24.0%,
Lime Financial Services 20.4%

New Century
Equifirst 15.5%. Encore 13.7%

Long Beach

Long Beach

New Century

ML Mortgageinvesors AHL
NeW Century b2b%
Decision One 31.84%,
WM4C 5.58%

Fremont

19% Peoples Choice*.
13.18% Homecomings

19% Peoples Choice-,
13.16% Homecomings DB 12/812006

CITI 12/18/2006

CITI 12/18/2006
0B 1218/2006

DB 12114/2006

CITI 12/1912006
CITI 12/19/2006

JPM 12/19/2006

m GS 12/192006

27.16% BOA 12/19/2006

PSI-DeutscheBank-1 7-Gemstone7-0001

20.000,000 BBB-
20,000.000 BBB+

10,000,000 BBB+

15,000,000 AA

15,000.000 AA
10,000,000 BB-

10.000,000 BBB-

10,000,000 BBB+

15,000,000 BBB-

10,000.000 BBB-

15,000,000 A-
10,000,000 BBB

Portfolio Man ger I

JPM 1012412006

BCAP 1012412006

GS 1012412006

DB 12/1212006

GS 1012412006

BCAP 10124/2006

ML 10124/2006

BCAP 1012412006

UBS 10/24/2006

BCAP 1012412006

.UBS 10/24/2006

GS 10131/2006

pB 1013112006

MS 11/3/2006

08 1112/2006

MS 11/1012006

DB 11/1012006

DB 111/13t2006

DB 1112912006

JPM 11/1312006
CITI 11/1512006

DB 10/24/2006

CITI 1112/2006

DB 11/2812006

DB 12/612006

DB 12/612006

DB 12/612006,

BCAP 12/8/2006
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MSC 2006-HE2 B3
U

39

40

41
42

43

44

45

46

47

48

49

50

51

52

53

54

s

56

57

58

59

60

61

62

63

64

65

66

67

68

69

70

71

72

73

74

75

76

77

78

79

80

81
82

83

84

65

15,000,000 BBB Baa3 Synthetic

OOMLT 2006-1 M9

OOMLT 2006-1 M9

JPMAC 2006-NC1 M9

GSAMP 2006-NC2 M9

GSAMP 2006-FM2 M9

LBMLT 2006-5 M9

MABS 2006-NC1 M9

WFHET 2006-1 M9

SURF 2006-AB1 02

FFML 2006-FF1 M8

OOMLT 2006-1 M8

MSAC 2006-NC1 B2

HASC 2006-OPT2 MS

MABS 2005-NC2 M9

HEAT 2006-5 Bl

FFML 2006-FF13 M9

SLMA 2006-B C

NCSLT 2006-3 C

TMTS 2006-6 1A2

TMTS 2006-8 1A2

HEAT 2006-7 M7

SURF 2006-AB3 B1

HEAT 2006-7 B1

SURF 2006-AB3 B3

FHLT 2005-A M9

FFML 2006-FFI3 B

GSAMP 2006-FM2 01

SVHE 2006-EQ1 M10

LBMLT 2005-1 BI

DBALT 2006-AR4 MS

AMSI 2005-Ri M9

FFML 2006-FF13 02

FFML 2005-FF2 B5

FFML 2006-FF3 B2

FFML 2006-FF4 02

FFML 2005-FF8 B5

WFHET 2005-3 M11

WFHET 2006-1 M1 I

AMSI 2005-R1 M10

FHLT 2005-D B2

GSAMP 2006-FM1 B4

GSAMP 2006-FM2 B2

HEAT 2005-9 B3

HEAT 2005-8 B3

GSAMP 2006-NC2 02

FFML 2006-FF13 02

10,000,000 A
10.000,000 A

15,000,000 BBB-

10.000,000 BBB-

10,000,000 BBB

5,000,000 BBB+

10.000,000 BBB

25,000,000 BBB+

10.000,000 A+

10,000,000 A

10,000,000 A+

10,000.000 BBB+

5,000,000 BBB+

10,000,000 - A

10,000,000 BBB
10,600,000 BBB+

20,000,000 A

8,000,000 A

15,000,000 AAA

15,000,000 AAA
4,125,000 A-

2.550.000 BBB+

4,125,000 BBB

4,250,000 BBB-

1,006,000 BBB-

11,668,000 BBB

6,131.000 BBB-

6,746,000 BB+

3,000,000 BB+

6,142,000 BBB-

5,000,000 BB

10,000,000 BBB-

2.397,000 BB+

2,915,000 BBB

2.000,000 BBB

8,000,000 BBB-

8,759.000 BBB+

4,000,000 BB+

4,000.000 BB

3,000,000 BBB

3,000,000 BB+

10,217,000 BB+

4,500.000 BBB

7,500,000 BBB-

8,815.000 BB+

6,216,000 BBB-

Synthetic
Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic

Synthetic
Synthetic

Cash

Cash

Cash

RMBS Midprme

RMBS Midprime
RMBS Midprime

RMBS Suprime

RMBS Subprime

RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Subprime

RMBS Midprlme

RMBS Midprlme

RMBS Midprime

RMBS Subprime

RMBS Mdprime

RMBS Midprime

RMBS Midprime
RMBS Midprime

Student Loans

Student Loans

RMBS Midprime

Asa Cash RMBS Midprime 8/1/2006 SLS

Baal Cash RMBS Midprime 10/3/2006 SPS

Baal

Baa3

Baa3

Baa3

Bel

Bel

Bal

Bal

Ba2

Bal

Ba2

Ba2

Ba2

Bel

Ba2

Ba2

Ba2

Ba2

Ba2

Ba2

Ba2

Ba2
Ba2

Ba2

Ba2

RMBS Midprime
RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS MIdprime

RMBS Prime

RMBS Subprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Subprime

RMBS Midprime

RMBS Subprime

RMBS Midprime

RMBS Subprime
RMBS Midprime

RMBS Subprime

RMBS Midprime

9/2612006 Wilshire

10/3/2006 SPS

9/26/2006 Wilshire

2/22/2005 Fremont

9/28/2006 National City

9/1/2006 Fremont

9/15/2006 Saxon

1/6/2005 Washington Mutual

9129/2006 CountrywIde

2/23/2005 Ameriquest

9/28/2006 National City

4/28/2005 National City

2/23/2006 National City

3/30/2006 National City

9/29/2005 National City

11/2912005 Wells Fargo

5/30/2006 Wells Fargo

2/23/2005 Ameriquest

11/18/2005 Fremont

4/27/2006 Wells Fargo

9/1/2006 Fremont

12/1/2005 SPS
11/1/2005 SPS

6/29/2006 Ocwen

9/28/2006 National City

i2iServicer / Manager

4/28/2006 Wells Fargo

2/3/2006 Option One

2/3/2006 Option One

4/27/2006 Chase

6/2912006 Ocwen

9/29/2006 Fremont

6/15/2006 Washington Mutual

2/24/2006 Wells Fargo

5/30/2006 Wells Fargo

2/23/2006 Wishire

1/27/2006 National City

2/3/2006 Option One

1/27/2006 HomEq
2/2812006 Option One

11/29/2005 Ocwen

6/25/2006 SPS
9/28/2006 National City

6/8/2006 Sallie Mae

9/28/2006 Pennsylvania Higher Education

6/1/2006 SLS

Desion 27.16% GS 12/19/2006

Option One DB 12/19/2006

Option One DB 12/19/2006

New Century JPM 12/19/2006

New Century GS 12/21/2006

Fremont GS 12/21/2006

Long Beach GS 12/21/2006

New Century GS 12/21/2006

Wells Fargo GS 12/21/2006

SURF Program ML 1/4/2007

First Franklin DB 1/4/2007

Option One ML 1/4/2007

New Century UBS 1/4/2007

Option One Barclays 1/4/2007

GS 1/17/2007

Equifirst 15.5%, Encore 13.7% GS 1/17/2007

GS Mortgage Securities 3/15/2007

DB 10130/2006

DB 10/30/2006

Terwin Securitization DB 10/30/2006

Terwin Securitizalon DB 10/30/2006
Ownlt Mortgage Solutions 24.0%, DB 10130/2006

SURF Program DO . 10/30/2006
Ownit Mortgage Solutions 24.0%, DB 10/30/2006

SURF Program DB 10/30/2006

Fremont DB 10130/2006

GS Mortgage Securities DB 10/3012006

Fremont DOB 10/30/2006

EFC Holdings Corp DB 10130/2006

Long Beach DB 10/30/2006

DBALT / Countrywide apx 50% DB 1013012006

Ameriquest HBK 11/1712006

GS Mortgage Securities H8K 11/17/2006

First Franklin HBK 11/17/2006

First Franklin HBK 11/17/2006

First Franklin DB 10/31/2006

First Franklin HBK 12/11/2006

Wells Fargo HBK 12/11/2006

Wells Fargo HBK 12/11/2006

Ameriquest HBK 12/18/2006

Fremont HBK 12/18/2006

Fremont HBK 12/18/2006

Fremont HBK 12/18/2006

rVa HBK 12/18/2006

People's Choice 19.0%, HBK 12/18/2006

New Century HBK 12/18/2006

GS Mortgage Securities HBK 1/9/2007

PSI-DeutscheBank-1 7-Gemstone7-0002
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U-
FFML 2004-FFC 64

87 HEAT 2006-3 B3

88 HEAT 2006-5 83
89 HEAT 2006-7 B3

90 ARSI 2005-W2 M12

91 AMSI 2005-R9 M9

92 HEAT 2005-8 B4

93 ARSI 2005-W3 M12

94 FFML 2005-FF6 B5

95 LBMLT 2004-4 M12

96 JPMAC 2006-CHI M9

97 JPMAC 2006-CHI M1O

98 BAYC 2006-4A B

99 ABSHE 2006-HEl M7

100 HEAT 2005-8 M7

101 SGMS 2006-OPT2 M4

102 SGMS 2006-OPT2 M7

103 MSAC 2006-HE8 M4

104 BACM 2006-6 D

105 BACM 2006-6 E

106 DBALT 2006-AR6 M10

107 NCSLT 2006-4 C

108 RAMP 2005-RS7 B

109 FHLT 2006-E M7

110 JPMAC 2006-CH2 MV4

111 OMTS 2006-OTI M3

112 TMTS 2006-17HE M4

113 FFML 2005-FF1 84

114 SABR 2005-OP1 B4

115 AMSi 2005-R11 M10

116 JPMCC 2006-LDP9 D

117 JPMCC 2006-LDP9 E

118 RAMC 2006-4 M4

119 RAMC 2006-4 M7

120 -ACE 2006-HEl M10

121 BSABS 2007-HE1 2M10

122 BAYC 2007-1 61

123 ACE 2006-NC1 Mi0

124 HEAT 200-8 B2

125 GSAMP 2007-NC1 BI

126 GCCFC 2007-GG9 F

127 EULER 2007-1A B

128 JPMCC 2007-CB18 D

129 AMS12005-R11 M10

U -rgna ae
3,000,000

14.000,000

2,500,000
11.000,000

14,000.000

5,000,000
11,250,000

8.000.000

7,945,000

6,500,000

1,200,000

2,898,000

1.700,000

5,000,000

7,250,000

4,000,000

1,650,000

9,000,000

6,000,000

5.777,000

8,820,000

11,000,000

4.500,000

16,043,000

6,000,000

8,190,000

3,488,000

2,549,000

5,500,000

5,000,000

2,500,000

4,000,000

4.687,000

6,000,000

10,000,000

7,391,000

4,500,000

1,500,000

1,000,000

12,500,000

3,500,000

15,000,000

3,000,000

3.500,000

BBv

BBB-

BBB-

BB+

BBB.

BBB.

BBB-

BBB.

BBB.

BBB.

BBB-

BB+

BBB

A

A-

A+

BBB+

A+

A

A-

BBB-

A

BB+

BBB+

A+

A

BBB+

BBB-

BB+

BBB.

A

A-

A+

BBB+

BBB

BB+

BBB

BBB'

BBB+

BB+

A

AA

A

BBB-

RMS Midprime
RMBS Midprime

RMBS Midprime
RMBS Midprime

RMBS Subprime

RMBS Mdprime
RMBS Midprime

RMBS Subprime
RMBS Midpnime
RMBS Midprime

RMBS Subprime

RMBS Subprime

CMBS Conduit

RMBS Subprime
RMBS Midprime

RMBS Subprime

RMBS Subprime
RMBS Midprime

CMBS Conduit

CMBS Conduit

RMBS Prime

Student Loans

RMBS Subprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Midprime

RMBS Subprime

RMBS Subprime

CMBS Conduit

CMBS Conduit

RMBS Subprime

RMBS Subprime

RMBS Midprime

RMBS Subprime

CMBS Conduit

RMBS Midprime

RMBS Midprime

RMBS Subprime

CMBS Conduit

CDO

Servicer / Manager

12/2812004 Wilshire
3/3012006 SPS

6/2512006 SPS
10/3/2006 SPS

9127/2005 Ameriquest

10/27/2005 Ameriquest
11/1/2005 SPS

10/28/2005 Ameriquest

9129/2005 National City

9/812004 Washington Mutual

11/14/2006 Chase

11/1412006 Chase

10/30/2006 M & T MORTGAGE CORP.

2/6/2006 SPS

11/1/2005 SPS

12/14/2006 Wells Fargo

12/14/2006 Wells Fargo

11/2912006 Countrywide

11/1/2006 Bank of America

11/1/2006 Bank of America

12/15/2006 GMAC

12/7/2006 Pennsylvania Higher Education

815/2005 GMAC

12/6f2006 Fremont

12/1412006 Chase

12/812006 SLS

12/1512006 SLS

2/24/2005 Saxon

3/24/2005 Option One

12/20/2005 Ameriquest

12/1/2006 Midland Loan Services, Wachovia, Capmark

12/1/2006 Midland Loan Services, Wachovia, Capmark

12/1/2006 Ocwen

12/1/2006 Ocwen

2/28/2006 Wells Fargo

1/30/2007 EMC
2/2/2007 M & T MORTGAGE CORP.

1/30/2006 Saxon

11/1/2005 SPS

2/2012007 Avelo

3/1/2007 LNR Partners

3/2712007 Babcock & Brown

First Franklin
Decicion One 15.7%.

Equifirst 15.5%, Encore 13.7%
Ownit Mortgage Solutions 24.0%.

Argent

Ameriquest
Peoples Choice 19.0%.

Argent

First Franklin

JP Morgan

JP Morgan

Option One
People's Choice 19.0%,

Option One

Option One
Decision One 26.83%.

Deutsche Securities

.GMAC

Fremont

JP Morgan

Terwin Securitization

Terwin Securitization

First Franklin

Option One

Ameriquest

Renessiance

Renassiance

Fremont 75.75%, Ownit 10.82%

New Century

A2 Cash CMBS Conduit 3/7/2007 Midland Loan Services, Wachovia, Capmark

Ba2 Cash RMBS Subprime 12/2012005 Ameriquest Ameriquest

HBK 1/912007

HBK 1/9/2007

HBK 1/1612007

HBK 1/1612007

HBK 1/16/2007

HBK 1/16/2007

HBK 1/16/2007

HBK 1/1612007

HBK 1/1712007

HBK 1/22/2007

JPM 10/26/2006

JPM 10126/2006

ML 10/2412006

ML 11/6/2006

ML 11/14/2006

SOCGEN 11/16/2006

SOCGEN 11/16/2006

MS 11/16/2006

BOFA 11/20/2006

BOFA 11/20/2006

DB 11/30/2006

GS 11/29/2006

GS 11/1312006

GS 11/16/2006

JPM 11/21/2006

CALYON 12/1/2006

TERWIN 12/7/2006

DB 12/7/2006

DB 121712006

DB 12/12/2006

JPM 12/15/2006

JPM 12/15/2006

RBS 12/1/2006

RBS 12/1/2006

DB 12/19/2006

BS 1/23/2007

CITI 1/25/2007

GS 2/712007

GS 2/7/2007

GS 2/7/2007

Greenwich 2/21/2007

ML 2/2212007

JPM 2/23/2007

3/15/2007

PSI-DeutscheBank-1 7-Gemstone7-0003
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Strictly private and confidential

IMPORTANT NOTICE

A Passion to Perform.

Deutsche Bank 0

THE INFORMATION CONTAINED IN THIS CONFIDENTIAL INFORMATION MEMORANDUM (THE "INVESTOR PRESENTATION") IS BEING FURNISHED TO

SELECT PROSPECTIVE INVESTORS ON A CONFIDENTIAL BASIS FOR THE PURPOSE OF PROVIDING CERTAIN INFORMATION ABOUT HBK

INVESTMENTS L.P. ("HBK" OR THE "COLLATERAL MANAGER") AND ITS AFFILIATES, AND CERTAIN CDO TRANSACTIONS MANAGED BY HBK THIS

INVESTOR PRESENTATION MAY NOT BE REPRODUCED OR PROVIDED TO OTHERS WITHOUT THE PRIOR WRITTEN PERMISSION OF THE

COLLATERAL MANAGER.
THIS INVESTOR PRESENTATION CONTAINS INFORMATION WHICH HAS BEEN PROVIDED BY A NUMBER OF SOURCES, INCLUDING CERTAIN

PERSONNEL OF HBK IN ADDITION, THE RESULTS OF CERTAIN FINANCIAL MODELS ARE CONTAINED HEREIN. FORWARD LOOKING DATA, SUCH AS

THE RESULTS OF THE FINANCIAL MODELS, ARE INHERENTLY UNCERTAIN, AND NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS

MADE BY DEUTSCHE BANK SECURITIES INC. OR DEUTSCHE BANK AG, LONDON (COLLECTIVELY, INCLUDING ANY OF ITS AFFILIATES, "DB") OR HBK

WITH RESPECT TO SUCH MODELS OR THE ASSUMPTIONS, HYPOTHETICAL RESULTS, ESTIMATES, HYPOTHETICAL PERFORMANCE ANALYSIS OR

OTHER FINANCIAL INFORMATION CONTAINED IN SUCH MODELS. ACTUAL RESULTS MAY VARY MATERIALLY FROM THE HYPOTHETICAL RESULTS

CONTAINED HEREIN. ASSUMPTIONS INVOLVE SIGNIFICANT ELEMENTS OF SUBJECTIVE JUDGMENTS AND ANALYSES AND CHANGES THERETO

AND/OR CONSIDERATION OF DIFFERENT OR ADDITIONAL FACTORS COULD HAVE A MATERIAL IMPACT ON THE RESULTS INDICATED. EACH

RECIPIENT HEREOF MUST MAKE ITS OWN EVALUATION OF SUCH FINANCIAL MODELS (INCLUDING THE ASSUMPTIONS ON WHICH THEY ARE

BASED). NEITHER DB NOR HBK ASSUMES ANY RESPONSIBILITY FOR THE ACCURACY OR VALIDITY OF SUCH FINANCIAL MODELS OR THE

ASSUMPTIONS, HYPOTHETICAL RESULTS, ESTIMATES, HYPOTHETICAL PERFORMANCE ANALYSIS OR ANY OTHER FINANCIAL INFORMATION

CONTAINED IN SUCH MODELS. NOTHING CONTAINED HEREIN SHALL CONSTITUTE ANY REPRESENTATION OR WARRANTY AS TO FUTURE

PERFORMANCE.
THIS PRESENTATION IS FOR INFORMATIONAL PURPOSES ONLY AND IS BEING FURNISHED ON A CONFIDENTIAL BASIS TO A LIMITED NUMBER OF

ELIGIBLE INVESTORS. THE INFORMATION AND DATA IN THIS INVESTOR PRESENTATION DO NOT PURPORT TO BE ALL-INCLUSIVE OR TO CONTAIN

ALL OF THE INFORMATION AND DATA THAT A PROSPECTIVE INVESTOR MAY DEEM MATERIAL TO ITS DECISION TO INVEST IN THE NOTES OR

SUBORDINATED INTERESTS. ACCORDINGLY, PROSPECTIVE INVESTORS SHOULD CONDUCT THEIR OWN INDEPENDENT INVESTIGATION AND

ANALYSIS OF AN INVESTMENT IN THE NOTES OR SUBORDINATED INTERESTS AND THE INFORMATION AND DATA SET FORTH HEREIN. THIS

PRESENTATION IS NOT AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY ANY SECURITY. ANY SUCH OFFERING MAY BE MADE ONLY

BY AN OFFERING CIRCULAR RELATED TO THE NOTES OR SUBORDINATED INTERESTS (THE "OFFERING CIRCULAR") AND THE INFORMATION

CONTAINED HEREIN IS SUPERSEDED IN ITS ENTIRETY BY SUCH OFFERING CIRCULAR IN FINAL FORM. INVESTORS SHOULD REVIEW THE

OFFERING CIRCULAR PRIOR. TO MAKING AN INVESTMENT DECISION. THE INFORMATION CONTAINED HEREIN IS CONFIDENTIAL AND MAY NOT BE

DIVULGED TO ANY PERSON OR ENTITY OR REPRODUCED, DISSEMINATED OR DISCLOSED IN WHOLE OR IN PART. SHOULD THE RECIPIENT

DECLINE TO INVEST IN THE NOTES OR SUBORDINATED INTERESTS, IT SHALL RETURN THIS INVESTOR PRESENTATION AND ANY OTHER

MATERIALS SUPPLIED BY DB AS SOON AS POSSIBLE AND, IN ANY OTHER EVENT, UPON REQUEST, DESTROY ALL COPIES AND EXTRACTS, AND

DELETE ALL COMPUTER FILES. NEITHER DB NOR HBK MAKES ANY REPRESENTATION WITH RESPECT TO A POTENTIAL INVESTOR'S

REGULATORY OR ACCOUNTING TREATMENT. INVESTORS MUST RELY UPON THEIR OWN EXAMINATION OF THE TERMS OF THE NOTES AND

SUBORDINATED INTERESTS AND UPON HIS OR HER OWN REPRESENTATIVES AND PROFESSIONAL ADVISORS, INCLUDING LEGAL COUNSEL AND

ACCOUNTANTS AS TO THE REGULATORY AND ACCOUNTING TREATMENT, SUITABILITY FOR SUCH INVESTOR, AND OTHER ASPECTS OF AN

INVESTMENT IN THE NOTES OR SUBORDINATED INTERESTS.
THE SECURITIES DESCRIBED HEREIN HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, (THE "1933 ACT") OR

THE INVESTMENT COMPANY ACT OF 1940, AS AMENDED OR ANY STATE OR FOREIGN SECURITIES LAWS, AND WILL BE OFFERED AND SOLD ONLY

TO (1) "QUALIFIED PURCHASERS" WITHIN THE MEANING OF SECTION 3(C)(7) OF THE INVESTMENT COMPANY ACT OF 1940 WHO ARE EITHER

"QUALIFIED INSTITUTIONAL BUYERS" (AS DEFINED IN RULE 144A UNDER THE 1933 ACT) OR INSTITUTIONAL "ACCREDITED INVESTORS" (AS

DEFINED IN RULE 501(A)(1), (2), (3) OR (7) UNDER THE 1933 ACT) OR (2) NON-U.S. PERSONS WHO PURCHASE OUTSIDE THE UNITED STATES

PURSUANT TO REGULATION S UNDER THE 1933 ACT.
PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS. ANY INFORMATION HEREIN REGARDING OTHER TRANSACTIONS IS FROM A

DIFFERENT TIME PERIOD AND HAS UNIQUE CHARACTERISTICS. SUCH INFORMATION IS NOT INDICATIVE OF THE CHARACTERISTICS OR

PERFORMANCE OF THE CURRENT TRANSACTION. THE ANALYSES CONTAINED HEREIN PRESENTS HYPOTHETICAL RESULTS WHICH MAY NOT BE

ATTAINABLE.
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Section 1
Executive Summary

Opportunity Overview

Transaction Schedule
Pricing:
Closing:
Non-call period ends:
Reinvestment period ends:
Auction calls begin:
Reverse turbo begins:
Legal final date:

mid-Feb
mid-Mar
2 yrs
3 yrs
7.75 yrs
9.75 yrs
40 yrs

a $1.1 billion partially static mezzanine ABS CDO to be managed by HBK Investments L.P. and its affiliated

subsidiaries ("HBK')

- Predominantly RMBS (-88.6%) with smaller allocations to ABS CDOs (-4.5)%, Student Loans (-3.5)%

and CMBS (-3.3)%

- Static [27.9]% non-investment grade asset bucket (minimum rating of Ba2/BB) - only RMBS assets

- Pure sequential pay-down structure and with coverage tests

- Optional call after year 2; auction call after year 7.75

- As with all its prior CDOs, HBK will purchase 100% of the Equity in Gemstone CDO VII

E De-levering, partially static structure

- 3-year limited reinvestment period - only investment-grade asset amortizations can be reinvested

- Reinvestments can be only be in assets rated Baa3/BBB- or better (investment grade)

- Static below-investment-grade ("BIG") bucket - principal proceeds on BIG assets are used to amortize

the capital structure sequentially

* 15% Credit-impaired double-B substitution bucket during the first 3 years (details on page 7)

- Credit-impaired double-B assets can be replaced with non-impaired assets with equal or better rating and

equal or higher par value

a Credit-risk, Credit-improved and Discretionary (up to 20% per annum) trading permitted on IG assets

a Flexibility to purchase cash and synthetic assets; max 65% synthetic bucket for pay-as-you-go CDS (RMBS

and CDOs)

E Triple-B turbo amortizes Class D (Baa2/BBB) using excess interest (otherwise payable to Equity)

(1) Source: HBK.

Deutsche Bank
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Section 1
Executive Summary

Investment Considerations

HBK is one of the
premier investment

management firms in the
industry

HBK's CDO Program is a
key component of the

investment and funding
strategy of its structured

product division

a Experienced CDO Manager with a strong alignment of economic interest with investors

- Gemstone VII will be HBK's eighth ABS CDO. HBK has successfully brought to market 7 ABS CDOs

totaling $3.6 billion aggregate issuance

- HBK is an investment management firm founded in 1991 with equity capital under management of

approximately $12 billion01 ). HBK's structured finance team manages $5.0 billion in structured finance

securities including $3.6 billion of structured product CDOs, as of November 30th, 20060)

- As with all its prior CDOs, HBK will purchase 100% of the Equity in Gemstone CDO VII

" HBK's investment process integrates expertise in capital markets, structural analysis, collateral and loan-

level analysis, due diligence, and in-house surveillance. HBK is seen as not as a trader but as a vigilant

investor that maximizes value through intensive analysis and surveillance

a Structured products exhibit relatively stable performance and low default history

- Favorable Default and Rating History - structured products have exhibited historically low incidence of

default and as structures delever these assets become candidates for credit outperformance

- Good Relative Value - structured products have historically priced and continue to price wider than

similarly rated corporates due to liquidity and complexity premium that can be arbitraged through buy-

and-hold cash flow CDO structure

(1) Source: HBK.

Deutsche Bank
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Section 2HAMe Gemstone CDO VII, Ltd.

Transaction Overview
m $1.1 billion partially static mezzanine ABS CDO

Pure sequential pay- - Target portfolio comprised of [88.6]% RMBS, [4.5]% ABS CDOs, [3.3]% CMBS and [3.5]% Student Loans
down structure and with

coverage tests - Static [27.9]% non-investment grade bucket comprised of RMBS assets only rated at least Ba2/BB

0 Delevering sequential structure with coverage tests

- Amortizations on assets rated below Baa3/BBB- are used to delever structure and pay down notes

- Amortizations on investment grade assets can be reinvested for 3 years into investment grade assets only

- Coverage tests trap and divert excess interest to pay down notes and build overcollateralization

a Credit-impaired Double-B Substitution Bucket

- During first 3 years, HBK can substitute up to 15% credit impaired double-B RMBS assets into non-

impaired RMBS assets with equal or better rating

- Principal Balance of new assets should be equal or greater than that of the replaced assets

Triple-B turbo amortizes
Class D (Baa2/BBB)

using excess interest

Deutsche Bank ?

Indicative Capital Structure

Rating
Class (MDY'sis&P) Size ($) Size (%) Subord(%) Avg Life' Legal Final

A(2) Aaa/AAA [793,100,000] [72.0]% [28.0]% [S.] Years 40 years
B Aa2/AA [96,900,000 [8.8]% [19.2]% [7.7] Years 40 years

C A2/A [71,600,000] [6.5]% (12.7]% [7B] Years 40 years

D Baa2/BBB [57,300,000] [5.2]% [7.5J% [6.1] Years 40 years

E Bal/BB+ [18,700,000] [1.7]% [5.81% [7.8] Years 40 years

Preference Shares[ NR [63,900,000] [Y.8]% 40 years
Total 1,101,50000 100.0%

(1) Average Life of tranches calculated to 7.75 year Auction Call (20% of collateral expected to remain outstanding).

(2) Class A may be split into additional tranches based on investor preference.
(3) 100% of Preference Shares retained by the Collateral Manager and not offered.

prefi~niaCl and su~bject to Cheing
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Gemstone CDO VII, Ltd.

Portfolio Composition

Portfolio Composition

Moody's Rating Composition(') S&P Rating Composition

"ON,

CMBS CorMt
3.3%

27.1,A

CDO
4.5%

RMBS Pdme1.4% g

Asset Type Composition

Student Loans
3.5%

RMBS Midprime
50.8%163,'

asA RuBS Sbpime
36.4%

5," &Aq9

AAA AA A- A A* BBB- B BB BBB- B8. BB

Initial Asset Type vs Moody's Rating)

Total Aaa Aal Aa2 Aa3 Al q A2 A3 Bal Bad Baa3 Bal Sa2

RMBS Midpuime 50.8% 2.7%o 1.4% 0.7%. . 4.5% 4.5% 20.6% 6.5%. 9.8%

RMBS Subprime 36.4% .0.8% 
1.1% 0.9% p3.4% 5.1%.; 5.1%

RMBS Prime 1.4% 4.5%

CDO A4.5%

CMBS Conduit 3.3% 2.3% 0.9% 0.2%

Student Loans 3.5% . 18% 1.7%

Total 100V0% 2.7% 0.0%. 4.5% 0.0% 2.2% 4.1% 3.4% 58% 5.4% 44.0% 11.6% 16.3%

(1) Assets not explicitly rated by Moody's (approximately 4.8%) are notched in accordance with Moody's notching convention.

Neliminary ad Subjct~ to~ CN1,
Deutsche Bank 0

Asset Type Composition

Footnote Exhibits  - Page 1500



Section 2
rlomatnna Prfl l I Ltd.

Transaction Highlights

Ramp-up : The portfolio is expected to be 100% ramped at closing

$1.1 billion mezzanine Fee Senior Management ee: 30 bps per annum
D Subordinate Management Fee; none

*Limiited Reinvestmnit a 3 year Limited Reinvestment.Period for investment grade assets only

Period .. Static non-investment grade bucket*- these amortizations are used to pay down structure

Tniple-B.Turbo a During the first 3 years after closing, 20% of the Class D (Baa2/8BB) Notes will be paid cdown with
excess interest proceeds after the first 3 years, 20% of the excess interest proceeds will be paid to

100% of equity retained . ......

by HBK (or its affiliates) BB Diversion Test a Excess interest proceeds (otherwise payable to Equity) will pay down Class E (Bal/BB+) if the
Class E Interest Diversion Test fails until it'is brought back into conpliance

Manager Trading aMax 15%/ Credit-impaired Double-B Substitution into equal or better rated assets

*a Credit Risk, Credit Improved and Defaulted Assets pursuant to the Indenture

a 20% Discretionary trading on investment-grade assets

Optional Call .2 years

Auction Call a Auction call after 7.75 years, and if unsuccessful; on a semi-annual basis thereafter

Permanent Reverse.. if auction calls are unsuccessful for two years,.equity will not be paid any excessinterest proceeds,

Turbo after 9.75 years instead such monies shall be used to pay down outstanding. Notes in a reverse order of seniority
(Class E, followed by Class D, Class C, Class B, Class A-2, and finally, Class.A-1)

Synthetic Assets a Up to 65% of the portfolio may consist of "pay-as-you-go" credit default swaps on.RMBS or CDO

reference obligations, replicating cash position in the underlying

- Fixed Cap will apply to RMBS PAUG CDS
- Variable Cap (and no implied Writedowns)will apply to CD:OPAUG CDS

* .- The transaction may feature a GIC to invest the cash that collateralizes the PAUG assets

Preliminr~y and Subec to CA1t
Deutsche Bank 0
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Gemstone COO VII, Ltd. 
Section 2

p,.l Transaction Highlights (continued)

CD

Key Collateral Characteristics

.Closing Portfolio Limit

:F1o ting Rate.Assets (94 1]% (94.0]% min

Fixed;Rate Assets .. [5.9]% [.% max

ynteitic Assets (54.9]% [65.0]% max

Moody's.WARF. .... [645] (Baa3/al) [674] (Baa3/Bal)max

MVoodys Correlation Factor [21.5]%* (22.6]% max

IVbody's Weighted Average Recovery Rate [25.5]% [24 0]% min

Wighted Average Spread [2.34]% Spread vector covenant

Weighted Average Coupon [5.36]% . Coupon vector covenant

Coverage Tests

Overcollateralization Interest Coverage

At Closing Test Cushion At Closing'. Test Cushion

Class A/B OC Test [123 74)% [118.74]% (5 00]% [142.13]% [107.00% [35.13]%

Class C OC Test [114.53]% [110,78]% [3.75]% [129.25]% [103.00]% [26.25J%

Class D OC Test [108.0l9]% [105.34]% 12.75]% [118.44)%A (100.00]% [18.44]%.

Class E Diversion Test [106.14]% . [104.02]% [2.12]%

(1) Interest Coverage at Closing are estimates.

Deutsche Bank /Peiiay an Subject toChang 1o

0o
a
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Section 2

* f l , G e m s to n e C D O V II, L td .

Eligibility Criteria
Eligibility Criteria (Concentration Limits)

Ratings Concentration Limits Max [27.9]% rated below Baa3/BBB-. (RMBS only). 

Specified Type (Asset Type) Limits Max (100]% Home Equity, Residential A, ardenesidential B/C in aggregate
Max [10]% CMBS in aggregate
Max [10.% CDO in aggregate; all COOs must be rated Baa3/BBB-or above

Other Asset Types subject to additional limitations ..

The aggregate principal balance of all assets serviced by the same Servicer should not

Sexceed [7.5]%, except that the aggregate pnncipal balance maybe up to:

- [20]% if the Servicer is rated at least Aa3 or SQ1 by Moody's

- [10)% if the Servier is rated below Aa3 and below SQ1 Moody's
(2 exceptions may be up to [1r5]% each

or, the aggregate principal balance may be up to
6- 15]% if rated at least AA- or Strng by S&P

- [10]% if rated at least A- or Above Average by S&P

Issue (SecuritylCUSIP-level) Limits Max [2.5]% Baa3/BB- or higher (5 exceptions up.to [3 0.%)
Max [1.25]% for Bal/BB+ or below (5 exception upto (1.5]%)

Synthetic Security Limits Max [65]% Synthetic Securities

Fixed Rate Assets rMax [6.0%

Collateral Haircut frCas BCndD vercollateralization Tests
Haircuts for collatetals over the:

Initial Level Allowed Cushion1" threshold (Initial + Cushion)

Moody's BalrBa2/Ba3 rated collateral' [27.91%. -A* .9] [10]%

Moody's B2B3 rated collateral [0]% [5]% .%

Moody's Below 3 rated collateral %. .

S&P BB+/BBiBB- rated collateral. [12x6]% [0]% .. *

S&P . +/.18 rated collateral 0)% [5]% [20]%
S&P Below B- rated collateral [01 [30%

References to ratings are to MVoody's and S&P ratings, as applicable. For a complete description of haircuts, please' referto the Offening Circliar

(1) Allowed Cushion Is in addition to the initial Level of collateral.

(2) Allowed cushion may be up to [5]% shared between the three major mating categories listed above as tong as the total threshold amount is no more than [32.9]%

(27.9% + 5.0%) for Moody's and no more than [i7.61% (12.6% + 5.0%) for S&P across all three major rating categories.

Deutsche Bank 0mnradSb
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Section 2
uemsione L.UIJ VII,

Investment Rationale
Class CID Expected OC Levels

a Faster OC Buildup - Compared with a traditional revolving structure, Gemstone CDO VII builds OC quicker due to the

partially static structure and the triple-B turbo feature
140%

-+--07 Cass C OC

130% RevoMng OasC OC

125%

120%

101 0J

53.07 A07 J-109 MIN.0 5-0 .0-00 Ji-I0 .*10 .5.i' ni Jn12 M0.02

Weighted Average Spread Vector

m Spread Curve Vector1 ) - WAS is expected to decrease over
time due to static amortizing BB RMBS assets which have
higher spreads. This issue is addressed in Gemstone VII by
modeling the WAS as a spread vector that declines over time.

.WA Spread

15%

* 0%

.507nO M.011 -0.0..0 0.0S- 310 .5111 nil Jan12 M-12

*"07 Cas. D OC

Re..Wng Oass D OC

1W% I

g 7 o0 j 06 M08 . MOS ._0 51510 M0 All 11 .1sa2 Mt12

Expected WARF

a Improved Credit Quality Over Time 2) - As the BB RMBS
assets amortize, investment grade assets will remain,
resulting in an overall credit improvement

700

050

00 x--E.peddWARF
.Ma WARF

4J0

400
J1.07 JuW0 5311.06 AkO * 09 31.0 009 5311.10 .0*10 .0111 .11 53am12 .0*12

(1) IG Floating reinvestments are assumed to be in assets with 4 year bullet maturity and spread of 230 bps.

(2) IG asset amortizations are assumed to be reinvested in assets that have a WARF equal to the initial WARF of the relevant IG bucket.Deutsche Bank 0a

Gemstone CDO VII, Ltd.
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.Section 2
Gemstone CDO VII, Ltd.

Investment Rationale

Asset Portfolio Amortization

a The credit quality of the portfolio is expected to naturally improve over time due to the static BB bucket
and the reinvested investment-grade assets

a The Gemstone VII structure has higher subordination because it does not take credit from rating agencies
for the natural WARF improvement and is also conservatively sized to take into account that portfolio
spread (WAS) will decline over time

900m

M Q
600m.....

300m.*...

a Fixed Cash

Investment Grade Floating
Om

w Below Investment Grade
Floating (RMBS)

300m -
20122009

WARE 649 642 630 604 693 449

Deutsche Bank 0
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Section 2
Gemstone CDO VII, Ltd.

Breakeven Analysis

Breakevens - to Maturity(1)(2)(3)

To PIK To Break in Yield To Return of Investment

CDR Cumulative CDR Cumulative CDR Cumulative

Class A [24.11% [60.1]% [24.1]% . (60.1]%/0 [.42.2]%(71%

Class B [17.3]% [48.4]% [17.3.% [48.4]%. .. . [2053.5]%

Class C [9.6]% [32.31% [10.2)% [34.21%* [12.8]%& (40.]

Class D (3.5]% [20.2]% [4.6]% [25.7]%o [7.8]% [27.5]%

Class E [1.4]% [8.6]% [.7]% [21.4]% [4.% . ..[24.6%

(1) Note breakeven analysis assumes: (i) forward LIBOR curve, (ii) base case collateral cash flows. (iii) constant annual defaults occur

from the closing date and at the beginning of each collection period with 50% instantaneous recovery, (iv) principal and interest

proceeds on cash assets are assumed to be reinvested short term and accrue interest at 3m LIBOR - 0.20%.

(2) 30bps senior collateral management fee; senior ongoing deal expenses: US$250,000 pla + 0.04% pla.
(3) To maturity assuming no calls.

PrfniayadSu.cioCI 9

Deutsche Bank 0
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Section 2
Gemstone CDO VII, Ltd.

Priority of Payments

Interest Proceeds

Trustee Fees .

issuer Expenses (excluding Management Fees)

Payment on SwaplCap or CDS (if any)

Senior Management Fee

Class A Interest

Class 8 Interest

Class A/B Coverage Tests

Class C Intereste>

:Class C Coverage Tests

Class C Deferred interest

SClass D interestal

Clas Deferred interest

Principal Proceeds

Payments to Cover Certain
interest Proceeds ShortfallsoI

Reinvest Principal proceeds for first 3 years
(BB proceeds are not reinvested, but amorize Notes)

Class A Principal UlI Fully Amortized

Class B Principal Until Fully Amortized

Class C Deferred Interest

Class C Pnoipal Until Fully Amortized

Class D Deferred Interest

Class 0 Coverage Tests

Class E Interest
ClasssEDeferred it rest.

Clas E DDeefdrred I nerest

Class E Diversion Test . . Class E PrincIpal Until Fully Amortized

Class D (Baa2/8BB) BTurbo' Payment
S w CPayments to Cover InterestProceeds Shortfall of

Su)bordina C T n- Subordinated SwaplCap or COS Payments (if any) and
(if any Additional Trustee or Issuer Expenses (if any)

Additional Trustee 1 Issuer Expenses (if any)

Afer year 9.75. "Reverse Turbo" to pay Payments to Preference Shares
Class E to Class A In reverse order of senIority

Payments to Preference Shares

(1) Dotted lines signify that Class C & D Interest paid from Principal Proceeds contingent upon maintaining OC Levels in compliance.

Preliminary and Subject to Change
Deutsche Bank O/0
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Section 3
Collateral Manager Overview - HBK Investments L.P.
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H o aCollateral Manager Overview - HBK Investments L.P. 
Section 3

Overview

E HBK Investments L.P. together with its affiliated subadvisors ("HBK") is an investment management firm

founded in October 1991 with equity capital under management of approximately $12 billion. HBK's

structured finance team manages $5.0 billion in structured finance securities, including $3.6 billion of

structured product CDOs, as of November 30, 20061)

a HBK's main office is in Dallas, Texas, with affiliated subadvisory offices in New York, London, Hong

Kong and Tokyo

a HBK employs approximately 300 individuals in its five offices globally

* HBK's senior management team has been working together since 1994

N The firm strives to provide superior risk-adjusted rates of return with relatively low volatility and relatively
low correlation to most major market indices

- "multi-strategy" approach with a sub-categorization of either "market neutral" or "absolute return"

a From inception through November, 2006, HBK generated a compounded annual return of 12.34%, net of

all fees and expenses and assuming reinvestment of all distributions')(2)

- positive returns for every consecutive 12-month period in its history

a HBK currently manages seven ABS CDOs

- CDOs as a term-financing source, not as a fee-generation arbitrage vehicle

- performance snapshots of prior CDOs are provided in Section 4

- all junior tranches of Sandstone CDO, HBK's first ABS CDO, have been upgraded a full rating by S&P
and are currently on upgrade watch by Moody's

(1) Source: HBK.
(2) Pest performance is not indicative of future performance.

Deutsche Bank
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Collateral Manager Overview - HBK Investments L.P. 
Section 3

Tab A
Organization and Management

Deutsche Bank 0
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Section 3
Collateral Manager Overview - HBK Investments L.P.

Investment Structure

a Funds from HBK's investors are invested through one of two feeder funds:

- HBK Fund L.P. is structured to accommodate qualifying U.S. taxable investors

- HBK Offshore Fund Ltd. is structured to accommodate U.S. tax exempt investors and non-U.S.
investors

" These two funds have combined most of their assets into a single master pool called HBK Master
Fund L.P.

* HBK organizes its portfolio positions into a number of business units, each with a different
investment strategy

* For analysis and reporting, the business units are aggregated into four main investment groups:

- Credit: Corporate; Non-Corporate

- Equity: Event or Spread Driven; Relative Value

- Volatility, Quantitative and Other

- Developed Markets Fixed Income

" Investments in U.S. structured products fall under both Credit (Non-Corporate) and Developed Markets

Fixed Income depending on the credit rating of the asset in question

Deutsche Bank

Footnote Exhibits  - Page 1511



H- S
Collateral Manager Overview - HBK Investments L.P. Section 3

Legal Structure

a HBK Investments L.P. (a Delaware limited partnership) its affiliated subadvisors manage two funds:

HBK Fund L.P. (a Delaware limited partnership) and, HBK Offshore Fund Ltd. (a Cayman Islands limited

company) and each of which has invested most of its capital in HBK Master Fund L.P. (a Cayman

Islands limited partnership)

U.S Taxable Investors Ofs nd .Ta .................... invstent P
Exempt .Investor

HBK Services LLC

....... HBK NewYork LLC
HBK Fund LP. HBK Offshore Fund Ltd Investment HBK Virginla LLC

Management
Agreement

Affiliated Sub-Advisors

HBKMasterFundLP. .... . ..........

.HBK Fixed Income Ltd. HBKGobal Securities L.P
. Developed Market Fixed a Registered Broker-Dealer

income investments au Conducts securities lending
business

Wholly Owned Subsidiaries

Source: HBK

00 Deutsche Bank 20
O02
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Mo aCollateral Manager Overview - HBK Investments L.P. 
Section 3

Business Units

'y S:tructcked Poducts - B$ CM8S, RNB . CDCnvrileAbtrg U n itra.oa

.stru.tre notes and others ........ ulcytae qiydrvtvsI S aaErp

e Emerging Markets - fixed income and equity securitiescovrblodscoetiepefrdsokwrat
issued in countries outside the G7 natIonso pin

sovereign and private issuers Voaii-voaityrlinspsmngpinso
a. Corporate Credit- U.S. and Internationaleqiesndqutidce

credit-driven investments in developed market, .~ cLattteSrtge
corporate securities puhaeadslofsokrltdiexrdusan
Investment grade and high yield, par and distressed ecag-rddpout otk datg fsot

bank debt, trade claims, equity derivatives tr n ogtr ttsia hnmn

seek best risk-reward opportunity within capital structure hilydvrfedptoioneddtoctolmkt
aPrivate Placements - equity-linked privately negotiatedexoueadxpsrtoavityo hrfctr

invesment inUS. ad nonU.S ompaies . Co nvrtible Arbitrance an nUancentemateinvetmnt

pu lcl-rae-e utyd riaivsinU--a an-urp

u QuantjtativeqStrategies
pu...has.e d sale of stocsrelaItdidxpoutbn

Tgrginexchange-tradedtproductsttostakevadvantage ofsshort-
termm-- and, lon-temsattia enoen

IShghl diverifie portfoliob intended~faton to contoimrke

:::,i: Co~pexposure and exposure to aativarietyuofesotherefactors

inv-cetden inv .S6e e an o- .c maetnuac nurneadisrne-eae netet

Deutsche Bank

K Risk arbitrage and other event-driven strategies.in.diferent Govemment bondAgenie.MBS ASS'
markets, including U.S., Europe and Asia. Fixed incomesecurities primarily in G-7 nations

Sinvestments invo.Mng price disparities between multiple : Investments intended to isolate mispricings across vanous
:share classes or positions in the capital structure fixed income markets
: Relative value - market neutral investing in the equity or

equity derivatives of companies deemed to be
fundamentally over or under valued.

.0 ....
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Collateral Manager Overview - HBK Investments L.P. 
Section 3

Corporate Structure

a Supporting the investment unit is the back office, comprised of 14 support functions

a HBK employs over 300 individuals in its five offices globally

....................................... .................................................................. 1

* ',wnUI. ..UmIJUmmL, nUn ~UjSJIs..

m Equity: Event or Spread Driven; Relative Value

a Volatility, Quantitative and Other.

a Developed Markets Fixed Income.

a Legal & compliance - Accounting and Tax

* Investor Relations Finance

a Human Resources a Operations

* Administrative Support ! Information Technology

a Risk Management a Systems Development

a Quantitative Research a Data Management

a Strategic Planning * Intemal Audit

Deutsche Bank 0
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Collateral Manager Overview - HBK Investments L.P. 
Section 3

Structured Products Group

a HBK's Structured Products Group is one of the leading purchasers and long-term investors in credit

sensitive mortgages

- the group is responsible for managing the structured products portfolio, including RMBS and ABS, a

component in HBK's overall strategy since 2002

" HBK's business model focuses on deriving returns from buy and hold income revenue instead of short-

term trading

a HBK's investment model utilizes proprietary default, prepay, and severity loan level models to make

investments in the residential market

" CDO program provides long-term committed financing to HBK

m HBK has retained 100% of the equity from CDO transactions resulting in strong alignment of interests

between HBK and investors

Deutsche Bank /
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* f , Collateral Manager Overview - HBK investments L.P.Seto3

Structured Finance Team

CDO Team

Jamlet Akhtar
Managing Dhrecor

14 ym-Ildustry expdnoq,:0
14ysatH8J(

KtvinJenks .

lorPy~4flo Manager

:6yrs at HBK,

J El 1Uenienburg: :. GyateAssocfateGGRGI

InenCounsl
13rp'Industt y expadencei: ~ sutyXetfo .1~hdey~~~oo

a~.,e~oper . Cftaart leys
2~5~tHBK .y ataH

Jtwr Stlso elSO iegtonijnels.

beve ope/Sppft.. Pr*i Auio

8:saO 2rtHBK"K

Rutln Audng:r

Indus Inusr expet-:no
Y~atM'SaHK

60 Prfesinonl M- 3Poesinl

J i Wang .
Sr~ Quant AnOlyt:

10 MS Industy exerfence:

6 ys: Industy expe e .

Ayrs -HB k

Marco Lukesch:

An alysts~:

L6 unittv

Anays

Risk Management

* ysatHBK

*lm . idayOatNBK

24Deutsche Bank0
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Coilateral Manager overview - ror Snveecin s3

Structured Products Portfolio

a RMBS / ABS have been a component in HBK's overall strategy since 2002. HBK manages a structured

products portfolio of approximately $5.0 billion, including $3.6 billion of structured product CDOs 1)

* HBK follows a buy-and-hold strategy for its ABS investments; HBK hedges the interest rate exposure

and retains the credit exposure of its ABS portfolio

a Currently, there are only three downgrades(2) in HBK's ABS portfolio

Asset Type Rating(3)

Credit cards

RMBS prime 3.2%

3.9%

Student loans
8.5%

CDOs
14.0%

RMBS midprime
35.8%

NR
33.8%

B2
0.5%

B1
1.5%

%Ba3
2.1%RMBS subprime_

34.6%

Aaa
20.7%

A2
1.2%

A3
1.6%

Baal

Baa2
0.6%

Baa3
14.6%

Ba2
20.2%

Bal
2.8%

(1) As of November 1, 2006.
(2) Excluding one other downgraded asset that paid down to par.
(3) A portion of the "NR" assets includes residuals.

Source: HBK

Deutsche Bank 0
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Section 3
Collateral Manager Overview - HBK Investments L.P.

Tab B
Investment Process

Deutsche Bank 0
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Section 3

5o a Collateral Manager Overview - HBK Investments L.P.

Overview of Structured Products Investment Strategy

Multi-Strategy Absolute Return Philosophy

Cridit: Corporate Equity: Event of Spread Volatility. Quanttatveand Developed Markets Fixed
investments; Non-Corporate Driven investmn e Ote ivtn i inv

investments Value Invest ents ........o.e...........

Allocations made to structured products

overweight US Residential Sector
a Higher rates have reduced ABS issuance

higher relative value and inherent spread pick-up compared to other fixed income markets due to complexity of
structures and liquidity premium

Bias Portfolio in Favor of Liquid Asset Classes within Structured Products
a Avoid "unproven" off-the-run asset classes and favor established liquid asset classes

::High.granularity of underlying collateral supports actuarial security-level analysis .

a Generate portfolio alpha by exploiting technical market inefficiencies through buy-and-hold strategy and not through

price-volatility trades

Target Triple-B / Double-B Credit Profile
a Triple-B / Double-B residential assets present best relative value compared to other sectors in structured product

market and the broader markets
Make opportunistic purchases of non-investment grade residential assets where there is clear track record and/or

good data transparency
Emphasize stability of credit and credit ratings

Deutsche Bank 2
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Section 3
Collateral Manager Overview - HBK Investments L.P.

Investment Model

a Prnme
* Alt-A
* Alt-B
* Subprime

a Prime and Alt-A RMBS

* Subprime RMBS"
* investment Grade ABS

Long term financing for
HBK's portfolio

Deutsche Bank 0

Footnote Exhibits  - Page 1520



Section 3* * * Collateral Manager Overview - HBK Investments L.P.

Security Selection and Portfolio Management

Transaction
Analysis

a Dealers

- maintain and manage dealer relationships in order to.
K source high quality opportunities for the portfolio

- focus on new issue market

- consider secondary purchases under approprate
circumstances

- purchase loans directly from originators

Portfolio Construction
and Management

a Originators

- analyze originators for underwritinlg consistency and

monitor changes to competitive landscape

a Servicers

- review financial condition ofservicer

- historical performance

- ease of transferring servicing
- delinquency curing strategies

- loss mitigation

Deutsche Bank 0
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Section 3
Collateral Manager Overview - HBK Investments L.P.

O~w. Security Selection and Portfolio Management (continued)

Investment Origination

a Collateral Analysis

- conduct due diligence of underlyting loan collateral tb
:formfulate investmnent assumnptions

- loan level models:
- delinquency and default forecast

- loss severity

- collateral prepayment forecast

*-. FICO stratifications, loan to value ratios, historical data,
* and staic vintage performance are among the factors

included in the analysis

Portfolio Constructionand Managment

a Waterfall Analysis

- determine priority of cash flows available to the
*investment

- seniority

- lock-outs
- loss I delinquency triggers

static vs. revolving pools

- use cash flow models to analyze investmrent
performance assuming multiples of expected default,
varying interest rate paths, loss severity and payment
* rates

- assess sufficiency of credit enhancement

Deutsche Bank E0

Footnote Exhibits  - Page 1522



- - -. -.- ~ 0~oiiarerai ivian~g~r uv~rviuw -ollateral Manager averview - nfon Mnveutn(ecnir.

Security Selection and Portfolio Management (continued)

Investment Origination

a Portfolio Construction

- to mitigate potential impact of any one investment
decision on the portfolio, create diversity within portfolio
across:
- transactions

- originators

- servicers

- underwriters

- position portfolio with top issuers and tier one credits

Transaction
Analysis

a Portfolio Management

- perform regular surveillance of collateral performance.
using remittance reports, intex, Loan Performance, and
loan level data from servicers

- maintain ongoing dialogue with originators and
servicers

- aggressively pursie exit strategies when investmernts

significantly underperform compared to Initial
expectations - especially in cases where fraud or
servicer "going concern" may be a factor

- collateral performance is monitored and measured to
original and subsequent default and loss assumptioris

Deutsche Bank
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Section 3
Collateral Manager Overview - HBK Investments L.P.

HBK Investment Approach

a Underwriting guidelnes
i Sourcing of loans
* Servicing
a Past performance

a Characteristics Trge .

SDistributionstand
SPepay modelMo en
* Losmodel .. 

Pepypntes
- default timing .

- cumulative s s

* Incorporata aTlmCollatealayndnstracuralaanrlali
. Prepay lose ad IntIrstoratestressscurarce
* Bads ustp~smulipl ties asepreay nd osaas Preip ay enatie

Inclusiveof Interetxrate/flctuatiog

a Diversity aLroso trana levl dinatoids, servliersil Or unyOr
* iqijid on l.lr a u na

inclusive of iterest-rate fluctuations---

Source: HBK

utsche Bank 0De
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Mo aCollateral Manager Overview - HBK Investments L.P. 
Section 3

Ongoing Surveillance and Monitoring

E HBK's upgrade to downgrade ratio is 23:3

" HBK's credit files contain the relevant documentation and analysis performed at the time of asset purchase including, where

available: offering documents, marketing material, rating agency reports, collateral stratifications, loan-level information and

performance, servicer reports, and sensitivity analysis (movements in interest curves, prepayments, defaults)

* Transaction performance is tracked monthly via trustee surveillance reports and ongoing loan-level information to monitor and

analyze parameters such as collateral yields, delinquency and default trends, recoveries, prepayments, and available credit

enhancement

a Updated stress analysis performed on underperforming transactions to review adequacy of credit enhancement under various

probabilistic scenarios to analyze potential losses and make a sell or hold decision

a News monitoring for headline risk (related to originators and servicers) including changes in senior unsecured ratings or stock

prices

" On-site servicer due-diligence on an ongoing basis and when required on a per deal basis on below-investment-grade

securities

a Systems used for monitoring include: Intex, Bloomberg, iCDO, YieldBook, ABSNet, RiskSpan, Loan Performance and HBK's

proprietary loan-level loss, default and prepayment models

Deutsche Bank 0
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Section 3E l Collateral Manager overview - nolI Invenunet l-.r.

wiI

Ongoing Surveillance - Step 1

m Asset level credit and prepayment performance data is collected monthly from remittance reports and

flagged for certain performance statistics
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Collateral Manager overview - IIBK Investments L.P.

Ongoing Surveill ance - Step I (continued)

0 Bonds are compared monthly to the entire market on a number of different factors based on loan level
performance
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Collateral Manager Overview - HBK Investments L.P. 
Section 3

Ongoing Surveillance - Step 2

m Updated loan level information is received monthly from servicers and Loan Performance

Loan Perfbtrniance
Prepayment Default Severity

Deal 1

Servicer A

Servicer .

Servicer c

'oNo

surveillance
sysem and mana
-database

Deal 2

Deal 3

Deal 4

Deal 5

Servicer D

Servicer data received inl
consistent format,.

Data is fed through HBK's
proprietary model

Deal 6

Updated default, severity,
and prepayment vectors are.- calculated
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MBclCollateral Manager Overview - HBK Investments L.P.

Ongoing Surveillance - Step 3

m Asset and loan data are cross-checked and compared to initial assumptions and to cohort group to
identify performance deviation

Deal Performance vs. Cohort and Forecast

1 Month CPR Performance

50%-

40%-

30% .

020%

10%

0%]
1 2 3 4 5 6 7 8 9 10 11 12i13 14 15 16 17 18 19
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- Cohort . Actual - - -Forecast

60 + Delinquency Performance
8%
7%-
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a4%
3%
2%
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Section 3

ExesSread
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6.0%
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Cumulative Loss Performance
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Collateral Manager Overview - HBK Investments L.P. Section 3

O w Rating Stability in HBK's ABS CDOs

a The quality of the underlying collateral of HBK's previous ABS CDOs is reflected in a stable or improved
Moody's WARF since inception

Moody's WARF Change Since Closing
............. ...... .... . .......... ................ ............. .............. ......... ..... ... ................... .................. ............... ~ . .. ~. ... ...

20

Decreased Credit 15
Quality

10
U-

5-

0 23 56 89" 10 1- .. 1 14-15,146 17 18- 2 1 2 4 25 26 27 28 29 30

0
Stable -5

0
-10

M -15
Months since Closing

Increased Credit -20
Quality -25 Sandstone CDO Gemstone CDO .-... Gemstone CDO II

-30 Gemstone CO III Gemstone CDO IV - Germtone CDO V

Note: Sufficient data points for Gemstone CDO VI are not yet available to chart historical performance.
Source. HBK and Trustee Reports, as of December 2006 reports.

Deutsche Bank 38

Footnote Exhibits  - Page 1530



Section 3,-.,.,~.I ~ ~ - MAW Invoetmpnt.r I P CI *VIOS*C~~* -Iman rving Coveraes Ro i

Improving Coverage Ratios in HBK's ABS CDOs0)

Class A/B OC Level

0 1 2 3 4 5 6 7 8 9

- sandstDne a)O -GerrtoneCDO - Gerratone a)On
.Gerratone CDOI . Gerratone CDO V Genrtone COO V

Class C OC Level(2)

120%

115%

110%

105%

100% . .....

95%

90%
0 1 2 3 4 5 6 7 8 9

- Sandstone CO. Genstone a)O - Genstone a)n
.Gerstone CDO1 -- Geetone CDO IV .... Geratone a)O V

CLASS D OC Level(3 )

110%

.. ... .. ... ....

94% 1

0 1 2 3 4 5 6 7 8 9

-Sandstone CDD ..- Gensetone CDD GeteCOO n
Genstonre an t ---- Gerrstone CD IV Gerrstone COO V

(1) Graphs depict actual overcollateralization ('OC") ratios over time for each of Sandstone CDO and Gemstone CDO through Gemstone CDO V. Each transaction's historical OC ratio

calculated using Information from each transaction's respective trustee reports was Indexed to 100% by dividing each transaction's historical OC ratio by the respective Iransaction a

original CC ratio. Gemstone Vt is not included as it was recently closed and sufficient data Is not available.

(2) Gemstone II Class C(D CC data points are graphed as Class C CC levels for consistency.

(3) Gemstone II Class E CC data points are graphed as Class D CC levels for consistency.

Source: HBK and Trustee Reports, as of December 2006 seports
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Section 3
U~n~no. Av~ruipw - HRK Inv~~tm~nts L.P.

Tab C
HBK Analytic Systems
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Collateral Manager Overview - HBK Investments L.P. Section 3

HBK Analytics

a HBK's proprietary Default/Prepay and Severity MSA-level model allows for predictive
power of future deal performance

a Because all whole loan packages and every primary deal issued in the market is analyzed,
in addition to our loan level surveillance systems, HBK is able to pick up on trends before
they adversely impact the CDO

m Due to size and trading volume, HBK works with dealers and originators to customize.
pools by kicking out problem loans

* As a significant buyer of residuals, HBK also purchases much of the capital structure of
those particular RMBS names

- CDO buyers' interests are closely aligned with HBK's interests as HBK has
considerable exposure to the same or lower rated bonds in our CDOs

* HBK now has the ability to monitor the portfolio performance through a Blackberry globally
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Section 3U ., Collateral Manager overview. HUK Investments L.P.

h$444 44'~tkW4~4Proprietary Systems

* HBK analyzes every
bond in the market,
providing for a vast
range of data as well
as meaningful
comparison both on
an absolute and a
relative basis

* From this data, trends
can be observed early
regarding the bonds
themselves as well as
the general economy
and the implications
on future issuance
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Section 3
Collateral Manager Overview - HBK Investments L.P.

Proprietary Cashflow Systems

a Based on existing loan
and economic data,
HBK's models generate
multiple scenarios based
on HPA, interest rates,
unemployment as well as
other factors

a These scenarios are fed
through our proprietary
cash flow engine to
calculate loss coverage
multiples and likely total
return over the life of the
security

......................

.. .V . .% .4 ......

....... .~... ...... . ~ . ~ .$ .
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..............' __ __ _ ___....._ _ __ __ _
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Section 3
Collateral Manager Overview - H8K Investments L.P.

Proprietary Credit Analysis Systems

a For each bond, HBK's
system generates a
report, providing the
stratification of the
deal's collateral as well
as highlighting potential
problems

a Users can literally drill
down to the loan level
via a mouse click

" Reports are also
available providing
greater detail on
specific collateral
characteristics such as
state or FICO
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Section 3

Market Data

" HBK maintains extensive
databases of current market
data, both proprietary and
from public sources such as
broker-dealer's research
and research from
government agencies

a All are utilized to gain
better insight into the
market and to further
streamline proprietary
models

Housing Research on HLPA by state & MSA IJ
2W1.71i 2002.13 200a..34 2002.96 2003.3S 2003.79 :004.21 !U)463 2005W3 2005.6 2005.SS '-M6.;9
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Future Developments

HBK is continuously looking to improve our existing models and methodology

HBK maintains constant dialogue with other market leaders such as broker-dealers, originators,
servicers, and the rating agencies to better improve our models
HBK spent months developing and streamlining a new system to allow for faster analysis and additional
stresses on collateral
HBK continuously compares our predictions to market empirical evidence to verify and improve our
models

Cumulative Losses

Prepayments
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Section 3

Collateral Manager Overview - HBK Investments L.P.

Tab D
Biographies of Structured Products CDO Team
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Collateral Manager Overview - HBK Investments L.P. Section 3

Roil Biographies

Jamiel Akhtar
Mr. Akhtar has been associated with HBK since 1993 and is a Managing Director of HBK. Mr. Akhtar is primarily responsible for

HBK's developed markets fixed income arbitrage portfolio, which includes investments in government and agency bonds, futures,
interest rate derivatives, and mortgage and asset-backed securities. Mr. Akhtar is also responsible for HBK's Risk Management
Group. He received an A.B. degree cum laude in Economics in 1993 from Harvard College

Kevin Jenks
Mr. Jenks has been associated with HBK since 2002 and is the firm's senior portfolio manager for the ABS, MBS and CMBS
sectors. From 2000 to 2002, Mr. Jenks was a senior portfolio manager at Vanderbilt Capital Advisors, LLC specializing in the

structured product fixed income market with a focus on structured credit securities. He was a senior member of a five person
team responsible for managing over $6 billion in institutional fixed income portfolios for clients. From 1997 to 2000, Mr. Jenks
was a portfolio manager with Prime Advisors, where he was responsible for the trading, investment strategy and management of

a $3 billion plus fixed income portfolio consisting of total return funds and insurance company portfolios. In addition, he was also

the firm's sector manager for structured product securities. Prior to 1997, Mr. Jenks held various trading, analyst and portfolio

management positions at Bank Boston, The Boston Company Asset Management and Fidelity Investments. Mr. Jenks received
a B.S. degree in Finance in 1992 from the University of Massachusetts

Jason Lowry
Mr. Lowry is an assistant trader/analyst with HBK. Jason oversees system analytics and structural analysis. Prior to joining HBK
Mr. Lowry was a quantitative analyst with Freddie Mac in fixed income research. Mr. Lowry received a B.S. degree in Physics
and Mathematics with University and Departmental Honors from Carnegie Mellon in 2001

Marco Lukesch
Mr. Lukesch is an analyst with HBK. Marco oversees surveillance and collateral analysis on new trades and existing positions.

Prior to joining HBK Mr. Lukesch was a consultant with Oliver, Wyman & Co, a strategy consulting firm devoted to the financial

services industry. Mr. Lukesch graduated magna cum laude from the University of Pennsylvania in 2001 receiving a B.S. from

the Wharton School and a B.A. from the College and was elected Phi Beta Kappa

Deutsche Bank 0
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Collateral Manager Overview - HBK Investments L.P.

Biographies (continued)

Kimberlee Rozman
Ms. Rozman has been associated with HBK since 1999 and is Associate General Counsel of HBK. Ms. Rozman is responsible
for a range of HBK's legal and compliance matters. Prior to joining HBK Ms. Rozman was associated with Jackson & Walker
L.L.P. Ms. Rozman received a J.D. degree summa cum laude from Dickinson Law School in 1990

Gayla Mathis
Mrs. Mathis has been associated with HBK since 1996 and is responsible for global trading operations. Mrs. Mathis graduated
from Texas A&M University in 1996 with a B.S. in Accounting

Jim Wang
Mr. Wang is a senior quantitative analyst with HBK. His primary responsibilities include developing prepayment and default
models to analyze mortgage pools. Prior to joining HBK, Mr. Wang was a quantitative analyst in ABS Research at Citigroup. Mr.

Wang graduated from Brandeis University with Ph.D. in physics in 1996
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Section 4
Performance of HBK's Prior CDOs
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Performance of HBK's Prior CDOs Section4

Sandstone CDO
Sandstone CDO 1 ) (closed in June 2004)

As of 12/31106 Curren t Pass/Fai 8

Moody's Diversity 15.2 n/a nla

Moody's WARF 418 n/a n/a

Moody's WA Recovery Rate 32.7% n/a n/a

Min WA Spread 2.82% n n/a
20%

Mi WA Coupo 5.90% n/a n/a

There are currently 3 downgrades and no defaults in the portfolio:;::

.- AMSI 2003-a MV6 was downgraded from Baa3 to Ba3by Moody's, B- to BB- by S&P. BBB- to
8B- by Fitch, currently has a factor of :31717.

-FFML 2003-FFM2 Mo was downgraded from 88 to B b .S&P, currently has a factor of 34836
- LBMLT 2003-1 M3 was downgraded from BBB to0BB+ by Fitch. currently as a. factor of .48116

'Static deal; tests do not appy after Closing

WA Spread

10n Weigtited Averag read

.X-14 O.. XX~ x

X44WA Spood(Floaling

0 = 4 X

Moody's WARF
4 0 -

500 -0ODOYS Weighted Avenge Rating Factor

475

450 ~ M , 0 4 r ~ .~

425- X4Moo ,WAUNJ klrg ) ,

400-

Deutsche Bank

A 0

Rating Stratification(2)

2105

Industry Stratification(2)

Credi Card Sotiln 1088
5.4% 2.9%

3.3%.

Resi

Home Eqtdly
29.1%

830%

0*8% 000% 000%

-4 "I1 4* ft3 .1 "2 A" f 0.42 BW * 0. B., W l 81

WA Coupon

0.5n Waignrd Avrage Coupon

-X4 WA Coq10 ~n4

Class C (A2IA) Overcollateralization

1251A -- CIaoC

12D% .... CluC re

115-A .K**(4-1X

110-A . .. . .

105%

100-A

0 0 = - 0 0 -. 0 0

Moody's Diversity
1odys Uversy score

no0 - M-o-undfooiverstyoe
140

Ito-

11.0X

Class D (Baa2/BBB) Overcollateralization

125- Class D Overcolateiation

120%
x ClassD

1151 Clas Test /

100-A

(1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.
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Section 4
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Gemstone CDO
Gemstone CDOO) (closed in December 2004)

As of 12/31106 Current T Pass/Fail

Moody's Diversity 12.3 n/a nla

Moody's WARF: - .469. n/a- n/a

Moody's WA Recovery Rate ' 329% nla n/a

Min WA Spread 2.20% /a n/a

Mi WA Coupon 5.48% n/a -n/a

- -There are currently no downgrades or defaults in portfolio

"Static deal, tests do not apply after Closing

WA Spread
250 Weigind Avarage Spread

23051

1.7091 -M-* WASpeeadFloang)

Moody's WARF
................................ . ----- ----------- ----...................

500 Moodyfs Weigtlod Averge Rating Faco
4801
400

400

--- MoodfsWARefungFador

Rating Stratification(2)
.__ _ _ _ _....................

.nutySrtiiain2
...........................................od......lt.........fl....

Equipooeo0 &2%

cd C.2, A 4

al.r,

Aut -- Aa

Hoom. Equity
12.6%

17.5%

a7%

WA Coupon
O009 WeiOd Average Coupon

5.en -- p4--WACoupon(Fe4

$2094

Class C (A2/A) Overcollateralization
..-............................................................

130A class C o aleralizallon

1251A .-- x class C
.. . Class CTest120% ..... t

110%A

1059

100111

00% 00%

81 82

Moody's Diversity
136 Moodysivorsty Score

1264 11'
12.4 X, Ix-M r

I-14- Mows5 OIwruPy soot

Class D (Baa2/BBB) Overcollateralization
115A Class D Overcolateratallon

1125- ---- class
*.* ClassDT.st

10094

1009

Deutsche Bank 0 (1) Source: Trustee Reports.
(2) As of Closing Date. Rating stratification shows Moody's indenture rating and includes notched assets.
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Section 4

Gemstone CDO II
Gemstone CDO 11() (closed in May 2005)

As.. of 1Rating Stratification(2)
:i As: of 12131 /0 6, Cret Tst P s/Fail '

Moody's Diversity 11 n/a n/a

Moody's WARF 650 nla n/a

Moody's WA Recovery Rate 27.6% n/a n/a

Mi WA Spread 2.19% n/a nla

Mi WA Coupon L5.56% n/a n/a

There are currently no downgrades or defaults in portfolio

Staticdealtests do not apply after Closing
-s At MT #3 Al M aat .2 .4 at t 01 02

Industry Stratification 2)
_.. _ _. ......... _ .. _ .... ._.........._................................................
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(2) As of Closing Date. Rating stratification shows Moody's indenture rating and includes notched assets.
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Performance of HBK's Prior CDOs Section 4

Pop~ Gemstone CDO III
Gemstone CDO 111(1) (closed in July 2005)

As of 12131/06 Current ies Pass/Faile

Moody's Correlation 16.5% n/a n/a

Moody's WARF 652 n/a n/a

Moody's WA Recovery Rat 28.1% n/a a

Mini WA Spread 1.86% n/a n/a

MinWA CoUpon 5.50% n/a n/a

There are currently no downgrades or defaults in portfolio

*Static deal, tests do not apply after Closing
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(1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.
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* * fl Performance of HBK's Prior CDOs Section 4

Gemstone CDO IV
Gemstone CDO IVO) (closed in January 2006)

As of 12/31/06 Current T Pass/Fail*

MoodysCorrelation 18.3% n/a n/a

*Moody's WARF 6 46 n/a nla
4M -

* Moody's WA Recovery Rate 27.7% n/a n/a.

1.86% n/a n/a
MmW pread~x

Min WA Coupon 5.27% n/a n/a

There is currently one downgrade and no defaults in the portfolio.,
AMSI 2003-8 MV6 was downgmded imm BaA3 to Ba3 by Moody's. BBB- to BB- by .

*S&P. BBBa to BB- by Fitch, currently has a factor of .31717

Static deal tests do not apply after Closing
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Section 4
P~on. f e f HBK's Prio s ffl

Gemstone CDO V
Gemstone CDO 1 (closed in May 2006)

As of 12/31106 Cret e ass/Fai

Moody's Correlation 175% n/a n/a

Moody's WARF 610.6 n/a nla

Moody's WA Recovery Rate 26.7% n/a n/a

SMin WASpread 1.90% n/a n/a

Mi WA Cou5pn .500% n/a n/a

.:There :are currently no downgrades or defaults in porfolio

Static deal, tests do not apply ater Closing
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(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.
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Section 4
Performance of HBK's Prior CDOs

Gemstone CDO VI

Gemstone CDO VIO) (closed in September 2006)

As of 1 21/3 110b6 Current T Pass/Fail

Moody's Correlation 18.6% 19.5% Pass:

..Moody's WARF 644 650 Pass

Moody's WA Recovery Rate 24.90% 23.5% Pass

Min WA Spread 1.88% 1.80% Pass

Mn WA Coupon 5.68% 4.90%

ClassC (A2/A) OC 113.38% 108.36% Pass

Class D,(Baa2/B8B) OC 107.25% 104.75% Pass

There have been no downgrades or defaults in portfolio

Rating Stratification(2)
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Deutsche Bank 0 (1) Source: Trustee Reports.
(2) As of Closing Date. Rating Stratification shows Moody's indenture rating and includes notched assets.
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Risk Factors Appendix I

Risk Factors

Lack of Liquidity and Restrictions TheNotes should e viewed as a long-term investment and not as an investment to be traded. There can be no assurance that there
on Transfer. will be anysecondary market for the Notes. Furthermore; any trading of the Nbtes vill be subjectio certain transfer restrictions.

Potential for Interruption and If certain Coverage Tests are not met (e.g. due to Collateral Debt Security defaults), then cashflow that otherwise would have been:
Deferral of Cash Flow :available to pay interest on the subordinate Notes and distributions to the Preference Shares would instead be used to redeem Class 'A

Notes and, after the Class A Notes are paid in full, to redeem the Class B Notes and, after the Class.9 Notes are paid in full, to redeem
the Class C Notes and, after the Class C Notes are paid in full, to redeem the Class 0 Notes until the tests again are saifid 'his could,
result in the early redemption of the Class A Notes, Class B Notes, Class C Notes and Class D Notes.

Limited Recourse Obligations' The Issuer will have no assets other than the Collateral'Debt Securities and the interest Rate Swap Agreem~ent and investment
Agreements. Payments on the Notes. and distributions on the Preference Shares will be payable solely from the cash flow'of the assets
of the Issuer. None of the Placement Agent (Deutsche Bank SecuritieslInc.), the Collateral Manager or any of their respective affiliates
will have any obligation to make payments of principal or interest or other distributions on any of the securities 'issued by the Issuer.

Subordination The payment of interest on each class of Notes is subordinatedlto the payment in full of the interest due and payable'on any more sernior
class of Notes and certain other amounts, and application of Interest Proceeds to make paymi'ents on the Preference Shares is.
subordinated to the payment in full of the interest'due and payable on each class of Notes and certain other amiounts. Subject to certain
limited exceptions, the payment of principal of each class of Notes is subordinated to payment in full of interest on and principal of any
more senior class of Notes and all other amounts payable to the issuer, and the application of Principal Proceeds to make payments on
the Preference Shares is subordinated to the payment in full of interest on and principal of each class of' Notes payable to the Issuer and
all other arrmounts.

AssetlLiabiility Mismatch Risk The floatmng rate nature of the Notes financing of the Issuer and the fixed rate nature of certain of the Collateral Debt Securities could
'prduce a fixed/floating interest rate mismatch between the assets and the liabilities of the'Issuer, Therefore, an increasein the level of

UBOR may adversely impact the returns on .the Note's. The Issuer will enter into interest rate swaps which should reduce the
assetIiability mismatch and therefore lower the return sensitivity of the Notes to changes in the absolute level of interest rates: Any
mismatch would. adversely affect returns on the Notes.

Plas refer to the Offeting Chua o a cmpet list of Risk Fatr anid dtaild desriptin

Deutsche Bank s
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Risk Factors Appendix I

Risk Factors (continued)

Risk of the CollateraT llatral Debt Securities are subjectto substantial credit, liquidity and interest rate risk. The synthetic secunties, the thterest
Debt Securities rate swap and the Investment Agreement are subject to counterparty risk.

Maturity and Prepayment The Stated Maturity of the Class ANotes, the Class B Notes, the Class C Notes, the Class D Notes and the Class E Notes will be the
Considerations Distribution Date inl However, due to, among other things, the Clean-Up Call Redemption and the performance of the Collateral Debt:

the. is6b~sfiffc, thato $ttMaturity. for su~h clais of Not46.:Securities, e average lfe of the Notes expected be significantly shorter than theStated

Structured Finance Obligations The Collateral Debt Securities may consist of structured finance securities and synthetic securities for which the reference obigations are
and Synthetic Securities structured finance securities. The market fbr these securities is generally less liquid than for other types of securities, whichrnay prevent

the Collateral Manager from taking advantage of changes in market conditions for the resale of the structured finance securities and
synthetie securities. The issuer may also be subject to the credit risk of the counterparty on any synthetic securities, which will be in
addition to the credit risk associated with the reference obligation and the syntheticsecurity itself..

Tax and ERISA Considerations Special tax and ERISA coniderations may apply to certain types of investors. Prospective investors are urged to consult with their own
tax and ERISA advisors to determine the tax and ERISA implcations of this investrnent, and to review the taxurelated and ERISA-related
provisions in the final Offering Memorandum and the Indenture...

Confilots of Interest Various potential and actual conflicts of interest may arise from the overall investmnent activity of the Collateral Manager and its
respective affiliates. Amongother things, .the Collateral Manager may Invest for the accountsof others in securities that would be
appropriate for the Issuer and in secuites that1are senior to or subordinate to securities of the sameissuers as those owed by the
Issuer. Also, sInce the Collateral Manager, its afiliates, or Its clients may own all orpar of a Class of the Notesor the Preference
Shares, various actual and potential conflicts may exist as a result of the Collateral Manager taking action on its behalf, on. behalf of its
affiliates or its asset management clients and on behalf of the Holders of the Notes of the Preference Shares.

Please refrto theB O0fering Ci f6 h c

Detsh Ban .... o...
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From: Chehao Lu

Sent: Wednesday, July 11, 2007 10:45:56 AM

To: Marco Lukesch; Rachel Wish

Subject: G7 - mgml fee

actually, mgmt fee is calculated based on 30/360

Section 1.1 Definitions.

"Management Fee" means the fee which will accrue from the Closing Date at
a rate per annum of 0.30% on the Quarterly Asset Amount, payable to the
Collateral Manager in arrears on each Distribution Date, as compensation
for the performance of its obligations as Collateral Manager under the
Management Agreement. Any Management Fee accrued prior to the resignation
or removal of the Collateral Manager will continue to be payable to the
Collateral Manager on the Distribution Date immediately following the
effectiveness of such resignation or removal. This payment will be made to
the extent of the funds available for such purpose in accordance with the
Priority of Payments.

Section 1.2 Assumptions as to Underlying Assets, Etc.

(f) Any reference in the definition of "Management Fee" in Section 1.1 to
an amount calculated with respect to a period at a per annum rate shall be
computed on'the basis of a 360 day year of twelve 30-day months.

Che Lu
Global CDO Group
Deutsche Bank Securities Inc.
212-250-7801

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

E Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1351

GEM7-00003568
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From: Eric Martel

Sent: Tuesday, September 11, 2007 05:26:11 PM

To: Jamiel Akhtar; Accounting - Mgmt Co

CC: Firedincome

Subject: FW Gemstone CDO VII Ltd - 09/112/2007 - Payment Date Reports - Draft #1

Attachments: Gemstone VII Note Val 2007-09-12 v1.pdf; Gemstone VII Compliance 2007-09-05 v1.pdf. Gemstone VII
BuildAsset 2007-09-05 vi.csv

Gemstone 7 distribution for Wednesday 9/12 = $711,420.60

Collateral Management Fee = $826,067.88

-- Original Message--
From: Susan N Anderson [mailto:susan.n.anderson@db.com]
Sent: Tuesday, September 11, 2007 12:51 AM
To: shannon.obrian@ey.com; paul.penland@ey.com; Rachel Wish
Cc: Kevin Jenks; Jason Lowry; Marco Lukesch; Jeff Schmitt; Eric Martel; Ashley Bonilla; Fixedincome;
Patrick Carvell
Subject: Gemstone CDO VII Ltd - 09/12/2007 - Payment Date Reports - Draft #1

Attached is the 1st draft of the Note Valuation Report and Compliance Report (and accompanying data
file) in connection with next week's payment date scheduled for Wednesday, 09/12/2007 (Finally!).
Please review and advise me of any changes, corrections or modifications you see may be needed.

Please forward updated WAL info asap, if changes are needed.

(See attached file: Gemstone VII Note Val 2007-09-12 v1.pdf)(See attached
file: Gemstone VII Compliance 2007-09-05 v1.pdf)(See attached file: Gemstone VII BuildAsset 2007-09-
05 v1.csv)

I can't apologize enough for the delay in getting these reports out to all of you for review and comment.
There were several reasons (namely systems problems and outages, disaster recovery testing over the
weekend, and model problems), but no excuse. Every effort will be made to ensure this type of delay
does not recur on future payment date reporting. I really appreciate your patience and know you will
promptly review these reports.

As reports are already past due to investors (technically due 2 business days prior to the Distribution
Date), we need to have these reports finalized asap on Tuesday, especially the Waterfall, I/C and O/C
tests.

Thank you ...

Susan Anderson

CDO Business Unit
Trust & Securities Services
Deutsche Bank Trust Company Americas
1761 East St. Andrew Place
Santa Ana, CA 92705-4934
Voice: (714) 247-6411
Fax: (714) 656-2585
Email: susan.n.anderson@db.com

This e-mail may contain confidential and/or privileged information. If you are not the intended recipient (or
have received this e-mail in error) please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this e-mail is strictly forbidden.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

eport Footnote #1351
GEM7-00006900
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WILIMERHALE

Reginald J. Brown

August 20. 2010 .1?onMseasse0

liv Courier DeliverY

I on. Carl Levin. Chairniin
Permanent Subcommittee on Investigations
Committee on Homeland Security and Governmental Aflairs
United States Senate
SR-199 Russell Senate Office Building
Washington, DC 205 10

Hon. 'on Coburn. Ranking Member
Permanent Subcommittee on Investigations
Committee on Homeland Security and Governmental A Hlirs
United States Senate
SR-199 Russell Senate Offlice Building
Washinaton. DC 205 10

Dear Chairman Levin and Rankingt Member Coburn:

Today HBK Capital Management ("H1 BK") is submitting to the Permanent Subcommittee

on Investiuations ("PSl") a set of documents responsive to the PSI's request dated August 2.

2010. These documents have been bates labeled GEN7-00000001 through GEM7-0000IS30.

We hope that these (ocuments. as well as the information wve are providing in this letter aler

consultation with HI BK, will assist the PSI in understanding the Gemsione Vll CDO's structure

and operations as well as H13K's role as collateral manager. If the PSI still has questions afher

reviewing the information below and the documents submitted today, we would be happy to

arrange a teleconference with an H1BK representative and counsel. We have also set aside

September 10 to provide an in-person briefing thr the staff. if necessary.

As you may knoy, 1113K Capital Management manages a global. milti-strategy hedge

fund business. At the time of the Gemstone VII olering in March 2007, 113K managed only

two Funds--1BK Fund L.P. and HBK Offshore Fund Ltd. These two funds have identical

investment objectives and are operated in a "master-feeder" structure, under which they invest

most of their assets in a single master fund- 113K Master Fund L.P. (the *'Mastcr Fund"). A

substantial majority of HIIBk's investments are held directly in the Master Fund. although various

other entities have been established from time to time fbr specific investments.

HBK organizes its portfolio into -business units." In early 2007. 1I3K had 21 business

units across a range of strategies, including credit, equities. volatility, sovereign debt and priVate

placements. The -Structured Credit" business unit invested in mortgages and mortgage-related

Wilmer Cold(e Pickn Hal and Iorr n i. SI '1i Pan.anv.iia Avvnue NW, W.ubingran. I .10006

iCtS A!0) S I Ail ONLY
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WILMERHALE

August 20, 2010
Page 2

securities and derivatives, including asset backed securities (ABS), CDOs, and related index
products. Approximately 10% of the capital managed by HBK was deployed in the Structured
Credit business unit at its peak in 2007.

One of the investment strategies pursued by HBK's Structured Credit business unit was
to invest in mortgage-related securities through CDOs such as the Gemstone VII CDO. This
CDO was structured in a typical fashion, as follows:

* On October 24, 2006, HBK and Deutsche Bank entered into a "warehouse"
arrangement, evidenced by a Risk Sharing Agreement and other documents, under
which the CDO entity was formed and began to acquire the pool of ABS (and
derivatives on ABS) that would eventually serve as the collateral for the various
tranches of notes to be issued by the CDO. The collateral purchased under this
warehouse arrangement was selected by HBK and subject to Deutsche Bank's right of
approval. The warehouse documents originally contemplated a total collateral pool of
$750 million, which was increased to $1.1 billion in late December 2006.

* At the closing, the warehouse financing was replaced with financing through the
issuance, by the CDO, of seven tranches of notes with an aggregate face value of
$1.04 billion, along with the residual equity interest in the CDO that was sold to HBK
(the "Residual Interest").

* Pursuant to the Risk Sharing Agreement, if the closing had not occurred, the
warehouse would have been liquidated. Under this agreement, HBK would have
been responsible for any losses up to a maximum of $82.5 million (increased from
$56.25 million when the size of the warehouse was increased), and Deutsche Bank
would have borne any losses exceeding HBK's maximum.

* Deutsche Bank Securities Inc. was the "Initial Purchaser" in the transaction. In this
capacity, it purchased all of the notes issued by the CDO at the closing and then re-

sold most of the notes to sophisticated investors (including HBK) in a private

placement.

* HBK served as "collateral manager" of the CDO pursuant to a Collateral
Management Agreement between HBK and the CDO.
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WILMERHALE

August 20, 2010
Page 3

Payments received by the CDO from the collateral were used by the CDO to make
interest and principal payments on the various tranches of notes issued by the CDO,
in accordance with an agreed "waterfall." The Residual Interest owned by HBK was
at the very bottom of the waterfall.

HBK participated in the Gemstone VII CDO with the objective of obtaining long
exposure to the CDO's collateral, on a leveraged basis, through ownership of the Residual
Interest. HBK also invested an additional $300+ million in the CDO by purchasing CDO notes
at the closing. HBK never had a short position in any securities issued by the Gemstone VII
CDO. Information showing HBK's positions in the Gemstone VII securities over time is
attached as Exhibit A (GEM7-00000001 through GEM7-00000002).

In addition to purchasing notes and the Residual Interest issued by the CDO, HBK took
additional long exposure to the CDO's collateral outside of the CDO by buying (or selling
protection on) the same underlying assets and on other bonds issued by the same ABS issuers.
Information showing HBK's positions in the underlying collateral over time is attached as
Exhibit B (GEM7-00000003 through GEM7-00000007).

As a result of the investments reflected in Exhibits B and C, following the Gemstone VII
closing HBK had approximately $350 million of long exposure to the CDO itself through
securities issued by the CDO and over $800 million of additional long exposure to the same
underlying collateral outside of the CDO. Consequently, HBK had every incentive to select
attractive collateral for the CDO and to manage the CDO so as to maximize the value of that

collateral. Information showing HBK's aggregate exposure to the Gemstone VII securities and
the underlying collateral over time is attached as Exhibit C (GEM7-00000008).

Primarily as a result of the unanticipated and unprecedented decline in housing prices

later in 2007, HBK lost over $700 million in its Structured Credit business unit during 2007.
Outside of the Structured Credit business unit, HBK had no short positions in mortgage-related
securities (including mortgages, ABS, CDOs, indexes and similar instruments). Information
showing HBK's profits and losses in its Structured Credit business unit, by month, is attached as

Exhibit D (GEM7-00000009 through GEM7-00000010).

In addition to the documents described above, today's production includes the following:

* Two organizational charts reflecting HBK's management company and fund entities in
March 2007 (the closing of the Gemstone VII. CDO) (GEM7-00000011 through GEM7-
00000013). The chart of fund entities includes all entities that held positions in the firm's
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WILMERHALE

August 20, 2010
Page 4

Structured Credit business unit at that time. Also attached is a list of all of the other HBK
entities existing in early 2007, all of which were direct or indirect subsidiaries of either
HBK Fund L.P. or HBK Master Fund L.P. (and none of which held any positions in the
Structured Credit business unit).

* A summary organizational chart showing HBK's management reporting structure as of
January 5, 2007, followed by a more detailed chart for the Credit group, which included
the Structured Credit business unit (GEM7-00000014 through GEM7-00000015).
Substantially all of HBK's U.S. employees, and all employees in the Structured Credit
business unit, were employed by HBK Investments L.P., which was HBK's primary
investment management company with offices in Dallas and New York. (A small
number of U.S. employees were employed by HBK Global Securities L.P., an indirect
wholly-owned subsidiary of HBK Master Fund L.P., and non-U.S. employees were
employed by the subsidiaries of HBK Investments L.P. identified on the chart of
management company entities.)

* Deal documents governing the warehouse arrangement between HBK and Deutsche Bank
related to the Gemstone VII CDO (GEM7-00000016 through GEM7-00000176).

* A complete set of closing documents for the Gemstone VII CDO (GEM7-00000177
through GEM7-00001747).

* Documents related to two repurchase agreement transactions between HBK and Deutsche
Bank related to the Gemstone VII CDO (GEM7-00001748 through GEM7-00001830).

Both of these repo transactions were executed pursuant to a standard Master Repurchase
Agreement between HBK Master Fund L.P. and Deutsche Bank Securities Inc. (GEM7-
00001748 through GEM7-00001772). Pursuant to this agreement, Deutsche Bank provides
financing for securities in HBK's portfolio by buying such securities against HBK's obligation to
repurchase them. The effect of such a repurchase agreement is identical to a secured loan (i.e., a
loan from Deutsche Bank to HBK secured by a pledge of the securities), and repurchase
agreements are treated as secured loans for purposes of GAAP. Each transaction has a stated
term, generally one week or one month, after which the transaction is closed and may (if the
parties agree) be re-opened (or "rolled") to start a new secured loan. If the market value of the
pledged securities falls, then the loan is essentially repaid by the same amount (through HBK's
repurchase obligation), so that the securities continue to provide sufficient collateral for the
outstanding loan balance.
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All of the financing provided under HBK's Master Repurchase Agreement with Deutsche
Bank, including the two transactions related to Gemstone VII, was provided on a full recourse
basis, with HBK bearing all risk of loss associated with the securities being financed.

The two repo transactions related to Gemstone VII were as follows:

* The first transaction was initiated on March 26, 2007, to finance the $200 million (face)
of A1B2 bonds that HBK purchased at the closing of the Gemstone VII CDO. (To
facilitate this transaction, these bonds were first sold internally from HBK CDO Trust,
which originally purchased them, to HBK Master Fund L.P., which had the necessary
Master Repurchase Agreement with Deutsche Bank.) This repo transaction was closed
and re-opened ("rolled") periodically until October 25, 2007, when it was closed
permanently. Through this standard process, HBK repaid (with interest) all of the money
borrowed from Deutsche Bank in this transaction.

* The second transaction was initiated on August 30, 2007, to finance the $50 million
(face) of AIBI bonds that HBK purchased on August 24, 2007. This transaction was
rolled periodically until March 25, 2008, when it was closed permanently. Through this
standard process, HBK repaid (with interest) all of the money borrowed from Deutsche
Bank in this transaction.

Attached (GEM7-00001773 through GEM7-00001830) are the following documents
related to these two transactions: (i) statements from HBK's accounting system reflecting the
initial purchase of each of these securities, (ii) email "trade tickets" exchanged between HBK.
and Deutsche Bank to open, roll and close the repo transactions, and (iii) statements from HBK's
accounting system reflecting each repo transaction.

HBK may amend or supplement this production as appropriate based on continuing
discussions with your staff and our further review of these issues.

HBK respectfully requests that its produced documents be maintained confidentially
under Rule 16 of the PSI's Rules of Procedure and not be released publicly without a majority
vote of the PSI. HBK further asks that the PSI staff provide the undersigned with notice and an
opportunity to be heard in the event the PSI determines that it will disclose any information from
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this production or letter to a third party. Such treatment would be consistent with the respect for
privilcgcd and confidential information that the Subcommittec has shown in the past.

Please feel free to contact us at (202) 663-6430 should you have any' questions.

Sincerely,

Reginald J. Brown

Laura Moranchek iussai n

Enclosures

cc: Jon Mosle
Henry Klihnm I1
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Assets Purchased by Gemstone VII CDO during Warehouse Period
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Assets Purchased by Gemstone VII CDO during Warehouse Period
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THE COMPANIES LAW (2004 REVISION)

OF THE CAYMAN ISLANDS

COMPANY LIMITED BY SHARES
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Gemstone CDO VII Ltd.
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CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI_00236845

DBPSI_00236845

Footnote Exhibits  - Page 1565



THE COMPANIES I.AW (2004 REVISION)h

.OF THE CAYMAN ISLANDS

COMPANY LIMITED BY SHARES

MEMORANDUM OF ASSOCIATION

OF .

Gemstone CDO VII Ltd.

1 The name of the Company is Gemstone CDO VII Ltd.
2 The registered office of the Company shall be at the offices of Deutsche Bank (Cayman)

Limited, P.O. Box 19840T, Elizabethan Square, George Town, Grand Cayman, Cayman
Islands or at such other place as the Directors may from time to time decide.

3 The objects for which the Company is established are unrestricted and the Company shall
have full power and authority to carry out any object not prohibited by the Companies
Law (2004 Revision) or as the same may be revised from time to time, or any other law
of the Cayman Islands.

4 The liability of each Member is limited to the amount from time to time unpaid on such
Member's shares.

5 The share capital of the Company is US$50,000.00 divided into 50,000 shares of a par
value of US$1.00 each.

6 The Company has power to register by way of continuation as a body corporate limited
by shares under the laws of any jurisdiction outside the Cayman Islands and to be
deregistered in the Cayman Islands.

7 Capitalised terms that are not defined in this Memorandum of Association bear the same
meaning as those given in the Articles of Association of the Company.
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WE, the subscriber to this Memorandum of Association, wish to be formed into a company pursuant
to this Memorandum of Association, and we agree to take the number of shares shown opposite our
-name.

DATED this 20" day of October, 2006.

SIGNATURE and ADDRESS

OF SUBSCRIBER

M&C Corporate Services Limited
of PO Box 3090T, Ugland House
South Church Street, George Town,
Grand Cayman, Cayman Islands
acting by:

NUMBER OF SHARES

TAKEN ,

John Dykstra

Allison iith

Witness-to the above signatures

Joy49 A. Ite, Aseti Registrar Companies in and for the Cayman Islands DO
HEREBY CERTIFY that this is a true and correc c py of the Memorandum of Association of this
Company duly incorporated on 20' day of 0 br 2006.

R . GISTRAR OF COMPANIES
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THE COMPANIES LAW (2004 REVISION) OFSU,

OF THE CAYMAN ISLANDS

COMPANY LIMITED BY SHARES OF COMPAlS

ARTICLES OF ASSOCIATION

OF

Gemstone CDO VII Ltd.

-. 7 - INTERPRETATION

1 In these Articles Table A in the First Schedule to the Statute does not apply and, unless
there is something in the subject or context inconsistent therewith:

"Articles"

"Auditor"

"Company"

"Directors"

"Dividend"

"Electronic Record"

"Member"

"Memorandum"

"Ordinary Resolution"

"Register of Members"

"Registered Office"

means these articles of association of the Company.

means the person for the time being performing the
duties of auditor of the Company (if any).

means the above named company.

means the directors for the time being of the Company.

includes an interim dividend.

has the same meaning as in the Electronic Transactions
Law (2003 Revision).

has the same meaning as in the Statute.

means the memorandum of association of the
Company.

means a resolution passed by a simple majority of the
Members as, being entitled to do so, vote in person or,
where proxies are allowed,. by proxy at a general
meeting, and includes a unanimous written resolution.
In computing the majority when a poll is demanded
regard shall be had to the number of votes to which
each Member is entitled by the Articles.

means the register maintained in accordance with the
Statute and includes (except where otherwise stated)
any duplicate Register of Members.

means the registered office for the time being of the
Company.

means the common seal of the Company and'
every duplicate seal.
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"Share" and "Shares" means a share or shares in the Company and includes a
fraction of a share.

"Special Resolution" has the same meaning. as in the Statute, and includes a
unanimous written.resolution.

"Statute" means the Companies Law (2004 Revision) of the
Cayman Islands.

2 In the Articles:

2.1 words importing the singular number include the plural number and vice-versa;

2.2 words importing the masculine gender include the femninine gender,

2.3 words importing persons include corporations;

2.4 "written" and "in writing" include all modes of representing or reproducing words
in visible form, including in the form of an Electronic Record;

2.5 references to provisions of any law or regulation shall be construed as references
to those provisions as amended, modified, re-enacted or replaced from time to
time;

2.6 any phrase introduced by the terms "including", "include", "in particular" of any

.similar expression shall be construed as illustrative and shall not limit the sense of
the words preceding those terms;

2.7- headings are inserted for reference only and shall be ignored in construing these
* Articles; and

2.8 in these Articles Section 8 of the Electronic Transactions Law (2003 Revision)
shall not apply.

C0MN NCEN 1qTOF BUSDWES

3 The business of the Company may be commenced as soon after incorporation as the
Directors shall see fit.

4 The Directors may pay, out of the capital or any other monies of the Company,- all

excpenses incurred in or about the formation and establishment of the Company, including
the expenses of registration.

ISSUE OF SHARES

5 Subject to the provisions, if any, in the Memorandum (and to any direction that may be

given by the Company in general meeting) and without prejudice to any rights attached to

any existing Shares, the Directors may allot, issue, grant options over- or otherwise

dispose of Shares (including fractions of a Share) with or without preferred, deferred or

other rights or restrictions, whether in regard to Dividend, voting, return of capital or

otherwise and to such persons, at such times and on such other terms as they think proper.

6 The Company shall not issue Shares to be arer.

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI_00236849
DBPSI_00236849

Footnote Exhibits  - Page 1569



7 The Company shall maintain or cause to be. maintained the Register of Members in

accordance with the Statute.

CLOSING REGISTER OF MEMBERS OR FIXING RECORD DATE

8 For the purpose. of determining Members entitled to notice of, or to vote at.any meeting

of Members or any adjournment thereof, or Members entitled to receive payment of any

Dividend, or in order to make a determination of Members for any other proper purpose,

the Directors may provide that the Register of Members shall be closed for transfers for a

stated period which shall notin any case exceed forty days. If the Register of Members

shall be closed for the purpose of determining Members entitled to notice of, or to vote at,

a meeting of Members the Register of Members shall be. closed for at least ten days

immediately preceding the meeting.

9 In lieu of, or apart from, closing the Register of Members, the Directors may fix in advance

or arrears a date as the record date for any such determination of Members entitled to notice

of, or to vote at any meeting of the Members or any adjournment thereof, or for the purpose

of determining the Members entitled to receive payment of any Dividend or in order to

make a determination of Members for any other proper purpose.

10- If the Register of Members is not so closed and no record date is fixed for the

determination of Members entitled to notice of, or to vote at, a meeting of Members or

Members entitled to receive payment of a Dividend, the date on which notice of the

meeting is sent or the date on which. the resolution of the Directors declaring such

Dividend is adopted, as the case may be, shall be the record date for such determination

of Members. When a determination of Members entitled to vote at any meeting of

Members has been made as provided in this Article, such determination shall apply to

any adjournment thereof.

CERTIFICATES FOR SHARES

11 A Member shall only be entitled to a share certificate if the Directors resolve that share

certificates shall be issued Share certificates representing Shares, if any, shall be in such

form as the Directors may determine. Share certificates shall be signed by one or more

Directors or other person' authorised by the Directors. The Directors may authorise

certificates to be issued with the authorised signature(s) affixed by mechanical process.

All certificates for Shares shall be consecutively numbered or otherwise identified and

shall specify the Sharm to which they relate. All certificates surrendered to the Company

for transfer shall be cancelled and subject to these Articles no new certificate shall be

issued until the former certificate representing a like number of relevant Shares shall have

been surrendered and cancelled. 
.

12 The Company shall not be bound to issue more than one certificate for Shares held jointly

by more than one person and delivery of a certificate to one joint holder shall be a

sufficient delivery to all of them.

13 If a share certificate is defaced, wor out, lost or destroyed, it may be renewedson such

terms (if any) as to evidence and indemnity and on theL payment of such expenses

reasonably incurred by the Company in investigating evidence, as the Directors may
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prescribe, and (in the case of defacement or wearing out) upon delivery of the old

certificate.
TRANSFER OF SHARES

14 Shares are transferable subject to the consent of the Directors who may, in their absolute

discretion, decline to register any transfer of Shares without giving any reason. If the

Directors refuse to register a transfer they sball notify the transferee within two months of

such refusal.

15 The instrument of transfer of any Share shall be in writing and all be executedby r

behalf of the transferor (and if the Directors so require, signed by the transferee). The

transferor shall be deemed to remain the holder of a Share until the name of the transferee

is entered in the Register of Members.

REDEMPTION AND REPURCHASE OF SHARES

16 Subject to the provisions of thedStatute the Company may issue Shares that are to be

redeemed Or are liable to be redeemed at the option of the Member or the Company. The

redemption of such Shares shall be effected in such manner as the Company may, by

Special Resolution, determine before the issue of the Shares.

17 Subject to the provisions of the Statute, the Company may purchase its own Shares

(including any redeemable Shares) provided that the Members shall have approved the

manner of purchase by Ordinary Resolution.

18 The Company may make a payment in respect of the redemption or purchase of its own

Shares in any manner permitted by the Statute, including out of capital.

VARIATION OF RIGHTS OF SHARES

19 If at any time the share capital of the Company is divided into different classes of Shares,

the rights attached to any class (unless otherwise provided by the terms of issue of the

Shares of that class) may, whether or not the Company is being wound-up, be varied with

the consent in writing of the holders of three-quarters of the issued Shares of that class, or

with the sanction of a Special Resolution passed at a general meeting of the holders of the

Shares of that class.

20 The provisions of these Articles relating to general meetings shall apply to every class

meeting of the holders of one class of Shares except that the necessary quorum shall be

one person holding or representing by proxy at least one-third of the issued Shares of the

class and that any holder of Shares of the class present in person or by proxy may

demand a poll.

21 The rights conferred upon the holders of the Shares of any class issued with preferred or

other rights, shall not, unless otherwise expressly provided by the terms of issue of the

Shares of that class, be deemed to be varied by the creation or issue of further Shares

ranking pari passu therewith.

COMMISSION ON SALE OF SHAM.

22 The Company may, in so far as the Statute permits, pay a commission to any person in

consideration of his subscribing or agreeing to subscribe whether absolutely or

conditionally for any Shares of the Company. Such commissions may be satisfied by the
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payment of cash and/or the issue of fully or partly paid-up Shares, The Company may

also on any issue of Shares pay such brokerage as may be lawful.

NON-RECOGNITION OF TRUSTS

23 The Company shal not be bound by or compelled to recognise in any way (even when

notified) any equitable, contingent, future or partial interest in any Share, or (except only

as is otherwise provided by these Articles or the Statute) any other rights in respect of any

Share other than an absolute right to the entirety thereof in the registered holder.

LIEN ON SHARES

24 The Company shall have a first and paramount lien on all Shares (whether fuly paid-up

or not) registered in the name of a Member (whether solely or jointly with others) for all

,debts, liabilities or engagements to or with the Company (whether presently payable or

not) by such Member or his estate, either alone or jointly with any other person, whether

a Member or not, but the Directors may at any time declare any Share to be wholly or in

part exempt from the provisions of this Article. The registration of a transfer of any such

Share shall operate as a waiver of the Company's lien thereon. The Company's lien on a

Share shall also extend to any amount payable in respect of that Share.

25 The Company may sell, in such manner as the Directors think fit, any Shares on which

the Company has a lien, if a su in respect of which the lien exists is presently payable,

and is not paid within fourteen clear days after notice has been given to the holder of the

Shares, or to the person entitled to it in consequence of the death or bankruptcy of the

holder, demanding payment and stating that if the notice is not complied with the Shares

* may be sold.

26 To give effect to any such sale the Directors may authorise any person to execute an

instrument of transfer of the Shares sold to, or in accordance with the directions -of, the

purchaser. The purchaser or his nominee shall be registered as the holder of the Shares

comprised in any such transfer, and he shall not be bound to see to the application of the

purchase money, nor shall his title to the Shares be affected by any irregularity or

invalidity in the sale or the exercise of the Company's power of sale under these Articles.'

27 The net proceeds of such sale after payment of costs, shall be applied in payment of such

part. of the amount in respect of which the lien exists as is presently payable and any

residue shall (subject to a like lien for sums not presently payable as existed upon the

Shares before the sale) be paid to the person entitled to -the Shares at the date of the sale.

CALL ON SHARES

.28 Subject to the terms of the allotment the Directors may from time to time make calls upon

* the Members in respect of any monies unpaid on their Shares (whether in respect of par

value or premium)s and each Member shall (subject to receiving at least fourteen days

notice specifying the time or times of payment) pay to the Company at the time or times

so specified the amount called on the Shares. A call may be revoked Or Postponed as the

Directors may determine. A call may be required to be paid by instalments. A person

upon whom a call is made shall remain liable for calls made upon him notwithstanding

the subsequent transfer of the Shares in respect of which the call was made.
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29 A call shall be deemed to have been made at the time when the. resolution of the Directors

authorising such call was passed.

30 The joint holders of a Share shall be jointly and severally liable to pay all calls in respect

thereof.

31 If a call remains unpaid after it has become due and payable, the person from whom it is

due shall pay interest on the amount unpaid from the day it became due and payable until

it is paid at such rate as the Directors may determine, but the Directors may waive

payment of the interest wholly or in part.

32 An amount payable in respect of a Share on allotment or at any fixed date, whether on

account of the par value of the Share or premium or otherwise, shall be deemed to be a

call and if it is not paid all the provisions of these Articles shall apply as if that amount

had become due and payable by virtue of a call.

33 The Directors may issue Shares with different terms as to the amount and times of

payment of calls, or the interest to be paid.

34 The Directors may, if they think fit, receive an. amount from any Member willing to

advance all or any part of the monies uncalled and unpaid upon any Shares held by him,

and may (until the amount would otherwise become payable) pay interest at such rate as

may be agreed upon between the Directors -and the Member paying such amount in

advance.

35 No such amount paid in advance of calls shall entitle the Member paying such amount to

any portion of a Dividend declared in respect of any period prior to the date upon which

such amount would, but for such payment, become payable.

FORFEITURE OF SHARES

.36 If a call remains unpaid after it has become due and payable the Directors may give to the

person from whom it is due not less than fourteen clear days notice requiring payment of

the amount unpaid together with any interest, which may have accrued. The notice shall

specify where payment is to be made and shall state that if the notice is not complied with

the Shares in respect of which the call was made will be liable to be forfeited.

37 If the notice is not complied with any Share in respect of which it was given may, before

the payment required by the notice has been made, be forfeited by a resolution of the

Directors. Such forfeiture shall include all Dividends or other monies declared payable in

respect of the forfeited Share and not paid before the forfeiture.

38 A forfeited Share may be sold, re-allotted or otherwise disposed of on such terms and in

such manner as the Directors think fit and at any time before a sale, re-allotment or

disposition the forfeiture. may be cancelled on such terms as the Directors think fit.

Where for the purposes of its disposal a forfeited Share is to be transferred to any person

the Directors may authorise some person to execute an instrument of transfer of the Share

in favour of that person.

39 A person any of whose Shares have been forfeited shall cease to be a Member in respect

of them and shall surrender to the Company for cancellation the certificate for the Shares

forfeited and shall remain liable to pay to the Company all monies which at the date of

forfeiture were payable by him to the Company in respect of those Shares together with
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interest, but his liability shall cease if and when the Company shall have received

payment in full of all monies due and payable by him in respect of those Shares.

40 A certificate in writing under the hand of one Director or officer of the Company that a

Share has been forfeited on a specified date shall be conclusive evidence of the fact as

against all persons claiming to be entitled to the Share. The certificate shall (subject to

the execution of an instrument of transfer) constitute a good title to the Share and the

person to whom the Share is disposed of shall not be bound to see to the application of

the purchase money, if any, nor shall his title to the Share be affected by any irregularity
or invalidity in the proceedings in reference to the forfeiture, sale or disposal of the

Share.

41 The provisions of these Articles as to forfeiture shall apply in the case of non-payment of

any sum which, by the terms of issue of a Share, becomes payable at a fixed time,

whether on account of the par value of the Share or by way of premium as if it had been

payable by virtue of a call duly made and notified.

TRANSMISSION OF SEARES

42 If a Member dies the survivor or survivors where he was a joint holder, and his legal

personal representatives where he was a sole holder, shall be the only persons recognised

by the Company as having any title to his interest. The estate of a deceased Member is

not thereby released from any liability in respect of any Share, which had been jointly

held by him.

43 Any person becoming entitled to a Share in consequence of the death or bankruptcy or

liquidation or dissolution of a Member (or in any other way than by transfer) may, upon

such evidence being produced as may from time to time be required by the Directors,

elect either to become the holder of the Share or to have some person nominated by him

as the transferee. If he elects to become the holder he shall give notice to the Company to

that effect, but the Directors shall, in either case, have the same right to decline or

suspend registration as they would have had in the case of a transfer of the Share by that

Member before his death or bankruptcy, as the case may be.

44 If the person so becoming entitled shall elect to be registered himself as holder he shall

deliver or send to the Company a notice in writing signed by him stating that he so elects.

45 A person becoming entitled to a Share by reason of the death or bankruptcy or liquidation

or dissolution of the holder (or in any other case than by transfer) shall be entitled to the

same Dividends and other advantages to which he would be entitled if he were the

registered holder of the -Share. However, he shall not, before being registered as a

Member in respect of the Share, be entitled in respect of it to exercise any right conferred

by membership in relation to meetings of the Company and the Directors may at any time

give notice requiring any such person to elect either to be registered himself or to transfer

the Share. If the notice is not complied with within ninety days the Directors may

thereafter withhold payment of all Dividends, bonuses or other monies payable in respect

of the Share until the requirements of the notice have been complied.with.

AMENDMENTS OF MEMORANDUM AND ARTICLES OF ASSOCIATION AND
ALTERATION OF CAPITAL

46 The Company may by Ordinary Resolution:
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46.1 increase the share capital by such sum as the resolution shall prescribe and with

such rights, priorities and privileges annexed thereto, as the Company in general

meeting may determine;

46.2 consolidate and divide all or any of its share capital into Shares of larger amount

than its existing Shares;

46.3 by subdivision of its existing Shares or any of them divide the whole.or any part

of its share capital into Shares of smaller amount than is fixed by the

Memorandum or into Shares without par value; and

46.4- cancel any. Shares that at the date of the passing of the resolution have not been

taken or agreed to'be taken by any person.

47 All new Shares created in accordance with the provisions of the preceding Article shall

be subject to the same provisions of the Articles with reference to the payment of calls,

liens, transfer, transmission, forfeiture and otherwise as the Shares in the original share

capital.

48 Subject to the provisions of the Statute and the provisions of these Articles as regards the

matters to be dealt with by Ordinary Resolution, the Company may by Special

Resolution:

48.1 change its name;

48.2 alter or add to these Articles;

48.3 alter or add to the Memorandum with respect to any objects, powers or other

matters specified therein; and

48.4 reduce its share capital and any capital redemption reserve fund.

REGISTERED OFFICE

49 Subject to the provisions of the Statute, the Company may by resolution of the Directors

change the location of its Registered Office.

GENERAL MEETINGS

50 All general meetings other than annual general meetings shall be called extraordinary

general meetings.

51 The Company shall, if required by the Statute, in each year hold a general meeting as its

annual general meeting, and shall specify the meeting as such in the notices calling it.

The annual general meeting shall be held at such -time and place as the Directors shall

appoint and if no other time and place is prescribed by them, it shall be held at the

Registered Office on the second Wednesday in December of each year at ten o'clock in

the morning. At these meetings the report of the Directors (if any) shall be presented.

52 The Company may hold an annual general meeting, but shall not (unless required by

Statute) be obliged to hold an annual general meeting.

53 The Directors may call general meetings, and they shall on a Members requisition

forthwith proceed to convene an extraordinary general meeting of the Company.
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54 A Members requisition is a requisition of Members of the Company holding at the date of

deposit of the requisition not less than ten per cent. in par value of the capital of the

Company which as at that date carries the right of voting at general meetings of the

Company.

55 The requisition must state the objects of the meeting and must be signed by the

requisitionists and deposited at the Registered Office, and may consist of several

documents in like form each signed by one or more requisitionists.

56 If the Directors do not within twenty-one days from the date of the deposit of the

requisition duly proceed to convene a general meeting to be held within a further twenty-
one days, the requisitionists, or any of them representing more than one-half of the total

. voting rights of all of them, may themselves convene a general meeting, but any meeting
so convened shall not be held after the expiration of three months after the expiration of

the said twenty-one days.

57 A general meeting convened as aforesaid by requisitionists shall be convened in the same

manner as nearly as possible as that in which general meetings are to be convened by
* Directors.

NOTICE OF GENERAL MEETINGS

58 At least five days' notice shall be given of any general meeting. Every notice shall be

exclusive of the day on which it is given or deemed to be given and of the day for which

it is given and shall specify the place, the day and the hour of the meeting and the general

nature of the business and shall be given in manner hereinafter mentioned or in such

* other manner if any as may be prescribed by the Company, provided that a general

meeting of the Company shall, whether or not the notice specified in this regulation has

been given and whether or not the provisions of- the Articles regarding general meetings

have been complied with, be deemed to have been duly convened if it is so agreed:

58.1 in the case of an annual general meeting, by all the Members (or their proxies)
entitled to attend and vote thereat; and

58.2 in the case of an extraordinary general meeting, by a majority in number of the

Members (or their proxies) having a right to attend and vote at the meeting, being

a majority together holding not less than ninety-five per cent. in par value of the

Shares giving that right.

59 The accidental omission to give notice of a general meeting to, or the non-receipt of
notice of a meeting by, any person entitled to receive notice shall not invalidate the

proceedings of that meeting.

PROCEEDINGS AT GENERAL MEET INGS

60 No business shall be transacted at any general meeting unless a quorum is present. Two

Members being individuals present in person or by proxy or if a corporation or other non-

natural person by its duly authorised representative shall be a quorum unless the

Company has only one Member entitled to vote at such general meeting in which case the

quorum shall be that one Member present in person or by proxy or (in the case of a

corporation or other non-natural person) by a duly authorised representative.
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61 A person may participate at a general meetifg by conference telephone or other

communications equipment by means of which all the persons participating in the

meeting can communicate with each other.. Participation by a person in a general

meeting in this manner is treated as presence in person at that meeting.

62 A resolution (including a Special Resolution) in writing (in one or more counterparts)

signed by all Members for the time being entitled to receive notice of and to attend and

vote at general meetings (or, being corporations, signed by their duly authorised

representatives) shall be as valid and effective as if the resolution had been passed at a

general meeting of the Company duly convened and held.

63 If a quorum is not present within half an hour from the time appointed for the meeting or
if during such a meeting a quorum ceases to be present, the meeting, if convened upon
the requisition of Members, shall be dissolved and in any other case it shall stand

adjourned to the same day in the next week at the same time and place or to such other

day, time or such other place as the Directors may determine, and if at .the adjourned

meeting a quorum is not present within half an hour from the time appointed for the

meeting the Members present shall be a quorum.

64 The chairman, if any, of the board of Directors shall preside as chairman at every general

meeting of the Company, or if there is no such chairman, or if he shall not be present

within fifteen minutes after the time appointed for the holding of the meeting, or is

unwilling to act, the Directors present shall elect one of their number to be chairman of

the meeting.

65 If no Director is willing to act as chairman or if no Director is present within fifteen

minutes after the time appointed for holding the meeting, the Members present shall

choose one of their number to be chairman of the meeting.

66 The chairman may, with the consent of a meeting at which a quorum is present, (and shall

if so directed by the meeting), adjourn the meeting from time to time and from place to

place, but no business shall be transacted at any adjourned meeting other than the

business left unfinished at the meeting from which the adjournment took place. When a

general meeting is adjourned for thirty days or more, notice of the adjourned meeting
shall be given -as in the case of an original meeting. Otherwise it shall not be necessary to

give any such notice.

67 A resolution put to the vote of the meeting shall be decided on a show of hands unless

before, or on the declaration of the result of, the show of hands, the chairman demands a

poll, or any other Member or Members collectively present in person or by proxy and
holding at least ten per cent. in par value of the Shares giving a right to attend and vote at

the meeting demand a poll.

68 Unless a poll is duly demanded a declaration by the chairman that a resolution has been

carried or carried inanimously, or by a particular majority, or lost or not carried by a

particular majority, an entry to that effect in the minutes of the proceedings of the

meeting shall be conclusive evidence of that fact without proof of the number or

proportion of the votes recorded in favour of or against such resolution.

69 The demand for a poll may be withdrawn.
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70 Except on a poll demanded. on the election of a chairman or on a question of

adjournment, a poll shall be taken as the chairman directs, and the result of the poll shall

be deemed to be the resolution of the general meeting at which the poll was demanded.

71 A poll demanded on the election of a chairman or on a question of adjournment shall be

taken forthwith. A poll demanded on any other question shall be taken at such time as

the chairman of the general meeting directs, and any business other than that upon which

a poll has been demanded or is contingent thereon may proceed pending the taking of the

poll.

72 In the case of an equality of votes, whether on a show of hands or on a poll, the chairman

shall be entitled to a second or casting vote.

VOTES OF MEMBERS

73 Subject to any rights .or restrictions attached to any Shares, on a show of hands every

Member who (being an individual) is present in person or by proxy or, if a corporation or

other non-natural person is present by its duly authorised representative or proxy, shall

have one vote and on a poll every Member shall have one vote for every Share of which

he is the holder.

74 In the case of joint holders of record the vote of the senior holder who tenders a vote,

whether in person or by proxy, shall be accepted to the exclusion of the votes of the other

joint holders, and seniority shall be determined by the order in which the names of the

holders stand in the Register of Members.

75 A Member of unsound mind, or in respect of whom an order has been made by any court,

having jurisdiction in lunacy, may vote, whether on a show of hands or on a poll, by his

committee, receiver, curator bonis, or other person on such Member's behalf appointed by

that court, and any such committee, receiver, curator bonis or other person may vote by

proxy.

76 No person shall be entitled to vote at any general meeting or at any separate meeting of

the holders of a class of Shares unless he is registered as a Member on the record date for

such meeting nor unless all calls or other monies then payable by him in respect of Shares

have been paid.

77 No objection shall be raised to the qualification of any voter except at the general

meeting or adjourned general meeting at which the vote objected to is given or tendered

and every vote not disallowed at the meeting shall be valid. Any objection made in due

time shall be referred to the chairman whose decision shall be final and conclusive.

78 On a poll or on a show of hands votes may be cast either personally or by proxy. A

Member may appoint more than one proxy or the same proxy under one or more

instruments to attend and vote at a meeting. Where a Member appoints more than one

proxy the instrument of proxy shall state which proxy is entitled to vote on a show of

hands.

79 A Member holding more than one Share need not cast the votes in respect of his Shares

in the same way on any resolution and therefore may vote a Share or some or all such

Shares either for or against a resolution and/or abstain from voting a Share or some or all

of the Shares and, subject to the terms of the instrument appointing him, a proxy
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appointed under one or more instruments may vote a Share or some or all of the Shares in

respect of which he is appointed either for or against a resolution and/or abstain from

voting.
PROXIES

80 The instrument appointing a proxy shall be in writing, be executed under the hand of the

appointor or of his attorney duly authorised in writing, or, if the appointor is 4

corporation under the hand of an officer or attorney duly authorised for that purpose. A

proxy need not be a Member of the Company.

81 The instrument appointing a proxy shall be deposited at the Registered Office or at such

other place as is specified for that purpose in the notice convening the meeting, or in any
instrument of proxy sent out by the Company:

81.1 not less than 48 hours before the time for holding the meeting or adjourned

meeting at which the person named in the instrument proposes to vote; or

81.2 in the case of a poll taken more than 48 hours after it is demanded, be deposited as

aforesaid after the poll has been demanded and not less than 24 hours before the

time appointed for the taking of the poll; or

81.3 where the poll is not taken forthwith but is taken not more than 48 hours after it was

demanded be delivered at the meeting at which the poll was demanded to the

chairman or to the secretary or to any director;

provided that the Directors may in the notice convening the meeting, or in an instrument

of proxy sent out by the Company, direct that the instrument appointing a proxy may be

deposited (no later than the time for holding the meeting or adjourned meeting) at the

Registered Office or at such other place as is specified for that purpose in the notice

convening the meeting, or in any instrument of proxy sent out by the Company. The

chairman may in any event at his discretion direct that an instrument of proxy shall be

deemed to have been duly deposited. An instrument of proxy that is not deposited in the

manner permitted shall be invalid.

82 The instrument appointing a proxy may be in any usual or common form and may be

expressed to be for a particular meeting or any adjournment thereof or generally until

revoked. An instrument appointing a proxy shall be deemed to include the power to

demand or join or concur in demanding a poll.

83 Votes given in accordance with the terms of an instrument of proxy shall be valid

notwithstanding the previous death or insanity of the principal or revocation of the proxy
or of the authority under which the proxy was executed, or the transfer of the Share in

respect of which the proxy is given unless notice in writing of such death, insanity,
revocation or transfer was received by the Company at the Registered Office before the

commencement of the general meeting, or adjourned meeting at which it is sought to. use
the proxy.

CORPORATE MEMBERS

84 Any corporation or other non-natural person which is a Member may in accordance with

its constitutional documents, or in the absence of such provision by resolution of its

directors or other governing body, authorise such person as it thinks fit to act as its
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representative at any meeting of the Company or Of any class of Members, and the person
so authorised shall be entitled to exercise the same powers on behalf of the corporation
which he represents as the corporation could exercise if it were an individual Member.

SHARES THAT MAY NOT BE VOTED

85 Shares in the Company that are beneficially owned by the Company shall not be voted,
directly or indirectly, at any meeting and shall not be counted in determining the total
number of outstanding Shares at any given time.

DIRECTORS

86 There shall be a board of Directors consisting of not less than one person (exclusive of
alternate Directors) provided however that the Company may from time to time by
Ordinary Resolution increase or reduce the limits in the number of Directors. The first
Directors of the Company shall be determined in writing by, or appointed by a resolution
of, the subscribers.

POWERS OF DIRECTORS

87 Subject to the provisions of the Statute, the Memorandum and the Articles and to any
directions given by Special Resolution, the business of the Company shall be managed by
the Directors who may exercise all the powers of the Company. No alteration of the

Memorandum or Articles and no such direction shall invalidate any prior act of the
Directors which would have been valid if that alteration had not been made or that

direction had not been given. A duly convened meeting of Directors at which a quorum

is present may exercise all powers exercisable by the Directors.

88 All cheques, promissory notes, drafts, bills of exchange and other negotiable instruments
and all receipts for monies paid- to the Company shall be signed, drawn, accepted,
endorsed or otherwise executed as the case may be in such manner as the Directors shall

determine by resolution.

89 The Directors on behalf of the Company may pay a gratuity or pension or allowance on

retirement to any Director who has held any other salaried office or place of profit with

the Company or to his widow or dependants and may make contributions to any fund and

pay premiums for the purchase or provision of any such gratuity, pension or allowance.

90 The. Directors may exercise all the powers of the Company to borrow money and to

mortgage or charge its undertaking, property and uncalled capital or any part thereof and
to issue debentures, debenture stock, mortgages, bonds and other such securities whether
outright or as security for any debt, liability or obligation of the Company or of any third

party.

APPOINTMENT AND REMOVAL OF DIRECTORS

91 The Company may by Ordinary Resolution appoint any person to be a Director or may
by Ordinary Resolution remove any Director.

92 The Directors may appoint any person to be a Director, either to fill a vacancy or as an

additional Director provided that the appointment does not cause the number of Directors

to exceed any number fixed by or in accordance with the Articles as the maximum
number of Directors.
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VACATION OF OFFICE OF DIRECTOR

93 The office of a Director shall be vacated if:

93.1 he gives notice in writing to the Company that he resigns the office of Director; or

93.2 if he absents himself (without being represented by proxy or an alternate Director

appointed by him) from three consecutive meetings of the board of Directors
without special leave of absence from the Directors, and they pass a resolution
that he has by reason of such absence vacated office; or

93.3 if he dies, becomes bankrupt or makes any arrangement or composition with his
creditors generally; or

93.4 if he is found to be or becomes of unsound mind; or

93.5 if all the other Directors of the Company (being not less than two in number)
resolve that he should be removed as a Director..

- PROCEEDINGS OF DIRECTORS

94 The quorum for the transaction of the business of the Directors may be fixed by the
Directors, and unless so fixed shall be two if there are two or more Directors, and shall be

one if there is only one Director. A person who holds office as an alternate Director
shall, if his appointor is not present, be counted in the quorum. A Director who also acts

as an alternate Director shall, if his appointor is not present, count twice towards the

quorum.

95 Subject to the provisions of the Articles, the Directors may regulate their proceedings as

they think fit. Questions arising at any meeting shall be decided by a majority of votes.

In the case of an equality of votes, the chairman shall have a second or casting vote. A

Director who is also an alternate Director shall be entitled in the absence of his appointor

to a separate vote on behalf of his appointor in addition to his own vote.

96 A person may participate in a meeting of the Directors or committee of Directors by
conference telephone or other communications equipment by means of which all the

persons participating in the meeting can communicate with each other at the same time.

Participation by a person in a meeting in this manner is treated as presence in person at

that meeting. Unless otherwise determined by the Directors the meeting shall be deemed
to be held at the place where the chairman is at the start of the meeting.

97 A resolution in writing (in one or more counterparts) signed by all the Directors or all the

members of a committee of Directors (an alternate Director being entitled to sign such a

resolution on behalf of his appointor) shall be as valid and effectual as if it had been

passed at a meeting of the Directors, or committee of Directors as the case may be, duly
convened and held.

98 A Director or alternate Director may, or other officer of the Company on the requisition

of a Director or alternate Director shall, call a meeting of the Directors by at least two

days' notice in writing to every Director and alternate Director which notice shall set

forth the general nature of the business to be considered unless notice is waived by all the

Directors (or their alternates) either at, before or after the meeting is held.
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.99 The continuing Directors may act notwithstanding any vacancy in their body, but if and
so long as their number is reduced below the number fixed by or pursuant to these
Articles as the necessary quorum of Directors the continuing Directors or Director may
act for the purpose of increasing the number of Directors to that number, or of
summoning a general meeting of the Company, but for no other purpose.

100 The Directors may elect a chairman of their board and determine the period for which he
is to hold office; but if no such chairman is elected, or if at any meeting the chairman is
not present within five minutes after the time appointed for holding the same, the
Directors present may choose one of their number to be chairman of the meeting.

101 All acts done by any meeting of the Directors or of a committee of Directors (including
any person acting as an alternate Director) shall, notwithstanding that it be afterwards
discovered that there was some defect in the appointment of any Director or alternate
Director, or that they or any of them were disqualified, be as valid as if every such person
had been duly appointed and qualified to be a Director or alternate Director as the case
may be.

102 A Director but not an alternate Director may be represented at any meetings of the board
of Directors by a proxy appointed in writing by him. The proxy shall count towards the
quorum and the vote of the proxy shall for all purposes be deemed to be that of the
appointing Director.

PRESUMPTION OF ASSENT

103 A Director of the Company who is present at a meeting of the board of Directors at which
action on any Company matter is taken shall be presumed to have assented to the action
taken unless his dissent shall be entered in the minutes of the meeting or unless he shall
file his written dissent from such action with the person acting as the chairman or
secretary of the meeting before the adjournment thereof or shall forward such dissent by
registered post to such person immediately after the adjournment of the meeting. Such
right to dissent shall not apply to a Director who voted in favour of such action.

DIRECTORS' INTERESTS

104 A Director may hold any other office or place of profit under the Company (other than
the office of Auditor) in conjunction with his office of Director for such period and on
such terms as to remuneration and otherwise as the Directors may determine.

105 A Director may act by himself or his firm in a professional capacity for the Company and
he or his firm shall be entitled to remuneration for professional services as if he were not
a Director or alternate Director.

106 A Director or alternate Director of the Company may be or become a director or other
officer of or otherwise interested in any company promoted by the Company or in which
the Company may be interested as shareholder or otherwise, and no such Director or
alternate Director shall be accountable to the Company for any remuneration or other
benefits received by him as a director or officer of, or from his interest in, such other
company.

* 107 No person shall be disqualified from the office of Director or alternate Director or
prevented by such office from contracting with the Company, either as vendor, purchaset
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or otherwise, nor shall any such contract or any contract or transaction entered into by or
on behalf of the Company in which any Director or alternate Director shall be in any way
interested .be or be liable to be avoided, nor shall any Director or alternate Director so
contracting or being so interested be liable to account to the Company for any profit
realised by any such contract or transaction by reason of such Director holding office or
of the fiduciary relation thereby established. A Director (or his alternate Director in his
absence) shall be at liberty to vote in respect of any contract or transaction in which he is
interested provided that the nature of the interest of any Director or alternate Director in
any such contract or transaction shall be disclosed by him at or prior to its consideration
and any vote thereon.

108 A general notice that a Director or alternate Director is a shareholder, director, officer or
employee of any specified firm or company and is to be regarded as interested in any
transaction with such firm or company shall be sufficient disclosure for the purposes of
voting on a resolution in respect of a contract or transaction in which he has an interest,
and after such general notice it shall not be necessary to give special notice relating to
any particular transaction.

MINUTES

109 The Directors shall cause minutes to be made in books kept for the purpose of all
appointments of officers made by the Directors, all proceedings at meetings of the
Company or the holders of any class of Shares and of the Directors, and of committees of
Directors including the names of the Directors or alternate Directors present at each
meeting.

DELEGATION OF DIRECTORS' POWERS

110 The Directors may delegate any of their powers to any committee consisting of one or
more Directors. They may also delegate to any managing director or any Director holding
any other executive office such of their powers as they consider desirable to be exercised
by him provided that an alternate Director may not act as managing director and the
appointment of a managing director shall be revoked forthwith if he ceases .to be a
Director. Any such delegation may be made subject to any conditions the Directors may
impose, and either collaterally with or to the exclusion of their own powers-and may be
revoked or altered. Subject to any such conditions,.the proceedings of a committee of
Directors shall be governed by the Articles regulating the proceedings of Directors, so far
as they are capable of applying.

111 The Directors may establish any committees, local boards or agencies or appoint any
person to be a manager or agent for managing the affairs of the Company and may
appoint any person to be a member of such committees or local boards. Any such
appointment may be made subject to any conditions the Directors may impose, and either
collaterally with or to the exclusion of their own powers and may be revoked or altered.
-Subject to any such conditions, the proceedings of any such committee, local board or
agency shall be governed by the Articles regulating the proceedings of Directors, so far
as they are capable of applying.

112 The Directors may by power of attorney or otherwise appoint any person to be the agent
of the Company on such conditions as the Directors may determine, provided that the
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delegation is not to the exclusion of their own powers and may be revoked by the
Directors at any time.

113 The Directors may by power of attorney or otherwise appoitnt any company, firm, person
or body of persons, whether nominated directly or indirectly by the Directors, to be the
attorney or authorised signatory of the Company for such purpose and with such powers,
authorities and discretions (not exceeding those vested in or exercisable by the Directors
under these Articles) and for such period and subject to such conditions as they may think
fit, and any such powers of attorney or other appointment may contain such provisions
for the. protection and convenience of persons dealing with any such attorneys or
authorised signatories as the Directors may think fit and may also authorise any such
attorney or authorised signatory to delegate all or any of the powers, authorities and
discretions vested in him.

114 The Directors may appoint such officers as they consider necessary on such terms, at
such remuneration and to perform such duties, and subject to such provisions as to
disqualification and removal as the Directors may think fit. Unless otherwise specified in
the terms of his appointment an officer may be removed by resolution of the Directors or
Members.

ALTERNATE DIRECTORS

115 Any Director (other than an alternate Director) may by writing appoint any other
Director, or any other person willing to act, to be an alternate Director and by writing
may remove from office an alternate Director so appointed by him.

116 An alternate Director shall be entitled to receive notice of all meetings of Directors and of
all meetings of committees of Directors of which his appointor is a member, to attend and
vote at every such meeting at which the Director appointing him is not personally
present, and generally to perform all the functions of his appointor as a Director in his
absence.

117 An alternate Director shall cease to be an alternate Director if his appointor ceases to be a
Director.

118 Any appointment or removal of an alternate Director shall be by notice to the Company
signed by the Director making or revoking the appointment or in any other manner
approved by the Directors.

119 An alternate Director shall be deemed for all purposes to be a Director and shall alone be
responsible for his own acts and defaults and shall not be deemed to be the agent of the
Director appointing him.

NO MINIMUM SHAREHOLDING

120 The Company in general meeting may fix a minimum shareholding required to be held by
a Director, but unless and until such a shareholding qualification is fixed a Director is not
required. to hold Shares.

REMUNERATION OF DIRECTORS

121 The remuneration to be paid to the Directors, if any, shall be such remuneration as the
Directors shall determine. The Directors shall also be entitled to be paid all travelling,
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hotel and other expenses properly incurred by them in connection with their attendance at
meetings of Directors or committees of Directors, or general meetings of the Company,
or separate meetings of the holders of any class of Shares or debentures of the Company,
or otherwise in connection with the business of the Company, or to receive a fixed
allowance in respect thereof as may be determined by the Directors, or a combination
partly of one such method and partly the other.

122 The Directors may by resolution approve additional remuneration to any Director for any
services other than his ordinary routine work as a Director. Any fees paid to a Director
who is also counsel or solicitor to the Company, or otherwise serves it in a professional
capacity shall be in addition to his remuneration as a Director.

SEAL

123 The Company may, if the Directors so determine, have a Seal. The Seal shall only be
used by the authority of the Directors or of a committee of the Directors authorised by the
Directors. Every instrument to which the Seal has been affixed shall be signed by at least
one person who shall be either a Director or some officer or other person appointed by
the Directors for the purpose.

124 The Company may have for use in any place or places outside the Cayman Islands a
duplicate Seal or Seals each of which shall be a facsimile of the common Seal of the
Company and, if the Directors so determine, with the addition on its face of the name of
every place where it is to be used.

125 A Director or officer, representative or attorney of the Company may without further
authority of the Directors affix the Seal over his signature alone to any document of the
Company required to be authenticated by him under seal or to be filed with the Registrar
of Companies in the Cayman Islands or elsewhere wheresoever.

DVIIIDENDS, DISTRIBUTIONS AND RESERVE

126 Subject to the Statute and this Article, the Directors may declare Dividends and
distributions on Shares in issue and authorise payment of the Dividends or distributions
out of the funds of the Company lawfully available therefor. No Dividend or distribution
shall be paid except out of the realised or unrealised profits of the Company, or out of the
share premium account or as otherwise permitted by the Statute.

127 Except as otherwise provided by the rights attached to Shares, all Dividends shall be
declared and paid according to the par value of the Shares that a Member holds. If any
Share is issued on terms providing that it shall rank for Dividend as from a particular
date, that Share shall rank for Dividend accordingly.

128 The Directors may deduct from any Dividend or distribution payable to any Member all
sums of money (if any) then payable by him to the Company on account of calls or
otherwise.

129 The Directors may declare that any Dividend or distribution be paid wholly or partly by
the distribution of specific assets and in particular of shares, debentures, or securities of
any other company or-in any one or more of such ways and where any difficulty arises in
regard to such distribution, the Directors may settle the same as they think expedient and
in particular may issue fractional Shares and fix the value for distribution of such specific
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assets or any part thereof and may determine that cash payments shall be made to any
Members upon the basis of the value so fixed in order to adjust the rights of all Members
and may vest any such specific assets in trustees as may seem expedient to the Directors.

130 Any Dividend, distribution, interest or other monies payable in cash in respect of Shares
may be paid by wire transfer to the holder or by cheque or warrant sent through the post
directed to the registered address of the holder or, in the case of joint holders, to the
registered address of the holder who is first named on the Register of Members or to such
person and to such address as such holder or joint holders may in writing direct. Every
such cheque or warrant shall be made payable to the order of the person to whom it is
sent. Any one of two or more joint holders may give effectual receipts for any
Dividends, bonuses, or other monies payable in respect of the Share held by them as joint
holders.

131 No Dividend or distribution shall bear interest against the Company.

132 Any Dividend which cannot be paid to a Member and/or which remains unclaimed after
six months from the date of declaration of such Dividend may, in the discretion of the
Directors, be paid into a separate account in the Company's name, provided that the
Company shall not be constituted as a trustee in respect of that account and the Dividend
shall remain as a debt due to the Member. Any Dividend which remains unclaimed after
a period of six years from the date of declaration of such Dividend shall be forfeited and
shall revert to the Company.

CAPITALISATION

133 The Directors may capitalise any sum standing to the credit of any of the Company's
reserve accounts (including share premium account and capital redemption reserve fund)
or any sum standing to the credit of profit and loss account or otherwise available for
distribution and to appropriate such sum to Members in the proportions in which such
sum would have been divisible amongst them had the same been a distribution of profits
by way of Dividend and to apply such sum on their behalf in paying up in full unissued
Shares for. allotment and distribution credited as fully paid-up to and amongst them in the
proportion aforesaid. In such event the Directors shall do all acts and things required to
give effect to such capitalisation, with full power to the Directors to make such
provisions as they think fit for the case of Shares becoming distributable in fractions
(including provisions whereby the benefit of fractional entitlements accrue to the
Company rather than to the Members concerned). The Directors may authorise any
person to enter on behalf of all of the Members interested into an agreement with the
Company providing for such capitalisation and matters incidental thereto and any
agreement made under such authority shall be effective and binding on all concerned.

BOOKS OF ACCOUNT

134 The Directors shall cause proper books of account to be kept with respect to all sums of
money received and expended by the Company and the matters in respect of which the
receipt or expenditure takes place, all sales and purchases of goods by the Company and
the assets and liabilities of the Company. Proper books shall not be deemed to be kept if
there are not kept such books of account as are necessary to give a true and fair view of
the state of the Company's affairs and to explain its transactions.
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135 The Directors shall from time to time determine whether and to what extenit and at what
times and places and under what conditions or regulations the accounts and books of the
Company or any of them shall be open to the inspection of Members not being Directors
and no Member (not being a Director) shall have any right of inspecting any account or
book or document of the Company except as conferred by Statute or authorised by the
Directors or by the Company in general meeting.

136 The Directors may from time to time cause to be prepared and to be -laid before the
Company in general meeting profit and loss accounts, balance sheets, group accounts (if
any) and such other reports and accounts as may be required by law.

AUDIT

137 The Directors may appoint an Auditor of the Company who shall hold office until
removed from office by a resolution of the Directors,' and may fix his or their
remuneration.

138 Every Auditor of the Company shall have a right of access at all times to the books and
accounts and vouchers of the Company and shall be entitled to require from the Directors
and officers of the Company such information and explanation as may be necessary for
the performance of the duties of the Auditor.

139 Auditors shall, if so required by the Directors, make a report on the accounts of the

Company during their tenure of office at the next annual general meeting following their
appointment in the case of a company which is registered with the Registrar of
Companies as an ordinary company, and at the next extraordinary general meeting
following their appointment in the case of a company which is registered with the
Registrar of Companies as an exempted company, and at any other time during their term
of office, upon request of the Directors or any general meeting of the Members.

NOTICES

140 Notices shall be in writing and may be given by the Company to any Member either
personally or by sending it by courier, post, cable, telex, fax or e-mail to him or to his
address as shown in the Register of Members (or where the notice is given by e-mail by
sending it to the e-mail address provided by such Member). Any notice, if posted from
one country to another, is to be sent airmail;

141 Where a notice is sent by courier, service of the notice shall be deemed to be effected by
delivery of the notice to a courier company, and shall be deemed to have been received
on the third day (not including Saturdays or Sundays or public holidays) following the
day on which the notice was delivered to the courier. Where a notice is sent by post,
service of the notice shall be deemed to be effected by properly addressing, pre-paying
and posting a letter containing the notice, and shall be deemed to have been received on
the fifth day (not including Saturdays or Sundays or public holidays) following. the day
on which the notice was posted. Where a notice is sent by cable, telex or fax, service of
the notice shall be deemed to be effected by properly addressing and sending such notice
and shall be deemed to have been received on the same day that it was transmitted.
Where a notice is given by e-mail service shall be deemed to be effected by transmitting
the e-mail to the e-mail address provided by the intended recipient and shall be deemed to
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have been received on the same day that it was sent, and it shall not be necessary for the
receipt of the e-mail to be acknowledged by the recipient.

142 A notice may be given by the Company to the. person or persons which the Company has
been advised are entitled to a Share or Shares in consequence of the death or bankruptcy
of a Member in the same manner as other notices which are required to be given under
these Articles and shall be addressed to them by name, or by the title of representatives of
the deceased, or trustee of the bankrupt, or by any like description at the address supplied
for that purpose by the persons claiming to be so entitled, or at the option of the Company
by giving the notice in any manner in which the same might have been given if the death
or bankruptcy had not occurred.

143. Notice of every general meeting shall be given in any manner hereinbefore authorised to
every person shown as a Member in the Register of Members on the record date for such
meeting except that in the case of joint holders the notice shall be sufficient if given to
the joint holder first named in the Register of Members and every person upon whom the
ownership of a Share devolves by reason of his being a legal personal representative or a
trustee in bankruptcy of a Member of record where the Member of record but for his
death or bankruptcy would be entitled to receive notice of the meeting, and no other
person shall be entitled to receive notices of general meetings.

WINDING UP

144 If the Company shall be wound up, and the assets available for distribution amongst the
Members shall be insufficient to repay the whole of the share capital, such assets shall be
distributed so that, as nearly as may be, the losses shall be borne by the Members in
proportion to the par value of the Shares held by them. If in a winding up the assets
available for distribution amongst the Members shall be more than sufficient to repay the
whole of the share capital at the commencement of the winding up, the surplus shall be
distributed amongst the Members in proportion to the par valpe of the Shares held by
them at the commencement of the winding up subject to a deduction from those Shares in
respect of which there are monies due, of all monies payable to the Company for unpaid
calls or otherwise. This Article is without prejudice to the rights of the holders of Shares
issued upon special terms and conditions.

145 If the Company shall be wound up the liquidator may, with the sanction of a Special
Resolution of the Company and any other sanction required by the Statute, divide
amongst the Members in kind the whole or any part of the assets of the Company
(whether they shall consist of property of the same kind or not) and may for that purpose
value any assets and determine how the division shall be carried out as between the
Members or different classes of Members. The liquidator may, with the like sanction,
vest the whole or any part of such assets in trustees upon such trusts for the benefit of the
Members as the liquidator, with the like sanction, shall think fit, but so that no Member
shall be compelled to accept any asset upon which there is a liability.

INDEMNITY

146 Every Director, agent or officer of the Company shall be indemnified out of the assets of
the Company against any liability incurred by him as a result of any act or failure to act in
carrying out his functions other than such liability (if any) that he may incur by his own
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wilful neglect or default. No such Director, agent or officer shall be liable to the
Company for any loss or damage in carrying out his functions unless that liability arises
through the wilful neglect or default of such Director, agent or officer..

FINANCIAL YEAR

147 Unless the Directors otherwise prescribe, the financial year of the Company shall end on
31st December in each year and, following the year of incorporation, shall begin on Ist
January in each year.

TRANSFER BY WAY OF CONTINUATION

148 If the Company is exempted as defined in the Statute, it shall, subject to the provisions of
the Statute and with the approval of a Special Resolution, have the power to register by
way of continuation as a body corporate under the laws of any jurisdiction outside the
Cayman Islands and to be deregistered in the Cayman Islands.

0
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DATED this 20m day of October, 2006.

M&C Corporate Services Limited
of PO Box 309GT, Ugland House
South Church Street, George Town,
Grand Cayman, Cayman Islands
acting by:

Anna Propper

John Dykstra

Allison S

Witness to the above signatures

YA I% ASL Registrar of Companies in and for the Cayman Islands
DO HEREBY CERTIFY that this is a true and correct copy of the Articles of Association of this
Company duly incorporated on 20' day of Octob~q; 2006.

REGISTRAR OF COMPANIES
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PREFERENCE SHARE PAYING AGENCY AGREEMENT, dated as of March 15,
2007 (this "Agreement"), among GEMSTONE CDO VII LTD., a limited liability company incorporated
under the laws of the Cayman Islands (together with its permitted successors and assigns,.the "Issuer"),
DEUTSCHE BANK TRUST COMPANY AMERICAS, a national banking association, as the Paying
Agent hereunder (in such capacity, together with its permitted successors and assigns, the "Payg
Agent") and as the Transfer Agent hereunder (in such capacity, together with its permitted successors and
assigns, the "Transfer Agent"), and DEUTSCHE BANK (CAYMAN) LIMITED, a licensed trust
company incorporated in the Cayman Islands, as the share registrar (the "Share Registrar" and, together
with the Paying Agent and the Transfer Agent, the "Agents").

PRELIMINARY STATEMENT

The Issuer may, pursuant to an Indenture dated as of the date hereof (the "Indenture"),
among the Issuer, GEMSTONE CDO VII CORP., a Delaware corporation, as the Co-Issuer (the "Co-
Issuer" and, together with the Issuer, the "Co-Issuers") and DEUTSCHE BANK TRUST COMPANY
AMERICAS, as the Trustee thereunder (the "Trustee"), issue up to (i) $244,000,000 Class A-la Floating
Rate Notes due December 2045, $400,000,000 Class A-lb Floating Rate Notes due December 2045,
$159,000,000 Class A-2 Floating Rate Notes due December 2045, $96,900,000 Class B Floating Rate
Notes due December 2045, $68,300,000 Class C Floating Rate Deferrable Interest Notes due December
2045, $55,100,000 Class D Floating Rate Deferrable Interest Notes due December 2045 and $18,700,000
Class E Floating Rate Deferrable Interest Notes due December 2045 (collectively, the "Notes").

As authorized by the Issuer and permitted under the terms of the Indenture, the Issuer

may issue up to 59,500 Preference Shares having a par value of $0.01 per share and a liquidation
preference of $1,000 per share (the "Preference Shares"), the dividends and other distributions on which
are payable in accordance with the Memorandum and Articles of Association of the Issuer, certain

resolutions passed by the board of directors of the Issuer prior to the issue of the Preference Shares (the
"Resolutions") and this Agreement (this Agreement, the Memorandum and Articles of Association and

the Resolutions together, the "Preference Share Documents"). The Issuer has entered into this

Agreement to provide for the payment of such dividends and other distributions on the Preference Shares.

Section 1. Definitions.

Except as otherwise specified herein or as the context may otherwise require, the

following terms shall have the respective meanings set forth below for all purposes of this Agreement,
and the definitions of such terms are equally applicable both to the singular and plural forms of such

terms, and to the masculine, feminine and neuter genders of such terms. All other defined terms used

herein and not defined herein shall have the meanings specified in the Indenture.

"Administration Agreement": the Administration Agreement, dated the date hereof, as

amended from time to time, between the Issuer and the Administrator.

"Administrator": Deutsche Bank (Cayman) Limited, a licensed trust company

incorporated in the Cayman Islands, as Administrator under the Administration Agreement and any of its

successors and assigns.

"Agents": The meaning set forth in the preamble of this Agreement.

"Aplicable Procedures": The meaning set forth in Section 8(c).

40713-00080 NY:1979434.3 - I -

Confidential Treatment Requested GEM7-00001092

Footnote Exhibits  - Page 1594



"Articles": The Articles of Association of the Issuer.

"Authorized Representative": Any officer, director, employee, or agent of the Issuer
authorized to give instructions and notices on behalf of the Issuer pursuant to Section 3 hereof.

"Business Day": any day that is a "Business Day" as defined in the Indenture, and that is
not a day on which commercial banking institutions in the city in which the Paying Agent or the Transfer
Agent is located and Cayman Islands and New York are authorized or obligated by law or executive order
to be closed.

"Clearance System": The meaning set forth in Section 8(c).

"Depositary": Depository Trust Company, a New York corporation.

"Disqualified Transferee": The meaning set forth in Section 8(h).

"Distributable Profits": With respect to any Distribution Date, the amounts (other than
Share Premium) available to pay dividends and any final distributions on the Preference Shares in
accordance with Article Eleven of the Indenture and Cayman Islands law on such Distribution Date, as
determined by the Issuer.

"Distribution Compliance Period": The period of time ending on the expiration of one
year beginning on the later of the Closing Date or on the day on which the offer of the Preference Shares
is completed.

"ERISA": The Employee Retirement Income Security Act of 1974, as amended.

"Excess Cash Flows": Excess Interest, Excess Principal Proceeds and the funds
disbursed on the Final Maturity Date by the Trustee to the Paying Agent (for the benefit of the Preference
Shareholders) pursuant to clause (iv) of Section 11.1(b) of the Indenture.

"Excess Interest": With respect to any Distribution Date beginning with the June 2007
Distribution Date, other than the Redemption Date, the funds disbursed on such Distribution Date by the
Trustee to the Paying Agent (for the benefit of the Preference Shareholders) pursuant to clause 21 of
Section 11.1 (a)(i) of the Indenture.

"Excess Principal Proceeds": With respect to any Distribution Date beginning with the
June 2007 Distribution Date, other than the Redemption Date, the funds disbursed on such Distribution
Date by the Trustee to the Paying Agent (for the benefit of the Preference Shareholders) pursuant to
clause 14 of Section 11.1 (a)(ii) of the Indenture.

"Holder" or "Preference Shareholder": The registered holder of any Preference Share as
set forth in the Share Register maintained by the Share Registrar. Notwithstanding any notice to the
contrary, none of the Issuer, the Paying Agent or the Transfer Agent shall have any obligation to
recognize or deal with any Person claiming an interest in the Preference Shares other than such registered
holders.

"Indenture": The meaning set forth in the Preliminary Statement hereof.

"Investor Certificate": A letter substantially in the form of Exhibit B attached hereto,

duly completed as appropriate.
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"Original Purchaser": HBK CDO Trust.

.aying Agent": Deutsche Bank Trust Company Americas, as the Paying Agent
hereunder.

"Preference Share Redemption Price": The price paid to redeem the Preference Shares
which is a percentage of the Aggregate Outstanding Amount thereof equal to a fraction the numerator of
which is the Available Redemption Amount remaining after giving effect to redemption of the Notes and
payment of all fees and expenses of the Issuer in accordance with Section 11.1 of the Indenture and the
denominator of which is the Aggregate Outstanding Amount of the Preference Shares to be redeemed.

"Qualified Purchaser": (i) A "qualified purchaser" as defined in the Investment Company
Act, (ii) a "knowledgeable employee" with respect to the Issuer within the meaning of Rule 3c-5 under
the Investment Company Act or (iii) a company beneficially owned exclusively by one or more "qualified
purchasers" and/or "knowledgeable employees" with respect to the Issuer.

"Redemption Date": The latest date of the "Stated Maturity" and Scheduled Preference
Share Redemption Date, as such terms are defined in the Indenture.

"Remulation S Global Preference Shares": The meaning set forth in Section 8(a).

"Reaulation S Transferor Certificate": A certificate substantially in the form of Exhibit D
attached hereto, duly completed as appropriate.

"Responsible Officer": With respect to the Paying Agent or the Transfer Agent, as
applicable, any officer within the corporate trust department (or any successor group of the Paying Agent
or the Transfer Agent, as applicable) including any vice president, director, managing director, associate,
assistant vice president, assistant secretary, or any other officer or assistant officer of the Paying Agent or
the Transfer Agent, as applicable, customarily performing functions similar to those performed by the
Persons who at the time shall be such officers, respectively, or to whom any corporate trust matter is
referred within the Corporate Trust Office because of his or her knowledge of, familiarity with the
particular subject and having direct responsibility for the administration of this Agreement, and with
respect to the Share Registrar, any officer of the Administrator from time to time.

"Restricted Preference Share": The meaning set forth in Section 8(b)(ii).

"Rule 144A Transferor Certificate": A certificate substantially in the form of Exhibit C
attached hereto, duly completed as appropriate.

"Share Certificate": With respect to any of the Preference Shares, the physical certificate
evidencing such Preference Shares, which shall be substantially in the form of Exhibit A-1 or A-2
attached hereto.

"Share Premium": As of any Distribution Date or the Redemption Date or any other
redemption date, an amount equal to (a) the excess of (i) the aggregate proceeds to the Issuer of the
offering of Preference Shares by the Issuer, but without taking into account any fees and expenses of the
Issuer relating to such offering over (ii) the aggregate par value of all Preference Shares issued by the
Issuer minus (b) the aggregate of any reductions made to such amount on account of distributions
previously made from such account to the Holders of Preference Shares by or on behalf of the Issuer prior
to such Distribution Date or Redemption Date or any other redemption date, as applicable, or as otherwise
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defined under the laws of the Cayman Islands from time to time in effect, in each case determined by the
Issuer.

"Share Register": The meaning set forth in Section 8(a).

"Share Registrar": The meaning set forth in Section 8(a).

"Share Registrar Office": means the principal office of the Share Registrar or such other
address as the Share Registrar may designate from time to time by notice to the Paying Agent, the
Collateral Manager and the Issuer. The initial Share Registrar Office shall be at P.O. Box 1984 Grand
Cayman KYl-1104, Cayman Islands.

"Share Surplus": With respect to any Distribution Date or the Redemption Date or any
other redemption date, the sum of the Share Premium and the Distributable Profits for the related Due
Period.

"Transfer Agent": Deutsche Bank Trust Company Americas, as the Transfer Agent
hereunder.

"Trust Termination Date": The date on which the obligations of the Issuer are terminated
as set forth in Section 4.1 of the Indenture.

"U.S. Person": The meaning attributed to such term by Regulation S under the Securities
Act.

Section 2. Appointment of Agents.

(a) The Issuer hereby appoints Deutsche Bank Trust Company Americas, to act as
the Paying Agent for the Preference Shares upon the terms, and subject to the conditions, set forth herein
and in the Articles; provided that all payments with respect to the Preference Shares shall be made by the

Paying Agent or an affiliate or agent of such Paying Agent from a location outside the United States. The
Issuer may at any time and from time to time vary or terminate the appointment of the Paying Agent or

appoint one or more additional Paying Agents; provided that at no time may the Issuer appoint a Paying
Agent that does not have offices located outside the United States or does not use an affiliate or agent

located outside the United States. The Issuer will give prompt written notice to the Trustee of the

appointment or termination of the Paying Agent and of the location and any change in the location of the

Paying Agent's office or agency. The Paying Agent shall promptly provide notice to the Holders of any
such change or variation of which it receives notices.

(b) The Issuer hereby further appoints Deutsche Bank Trust Company Americas, as
the Transfer Agent for the Preference Shares upon the terms, and subject to the conditions, set forth
herein. The Issuer may at any time and from time to time vary or terminate the appointment of the

Transfer Agent or appoint one or more additional Transfer Agents; provided that at no time may the
Issuer appoint a Transfer Agent that does not have offices located outside the United States or does not
use an affiliate or agent located outside the United States. The Issuer will give prompt written notice to

the Trustee of the appointment or termination of the Transfer Agent and of the location and any change in
the location of the Transfer Agent's office or agency. The Transfer Agent shall promptly provide notice
to the Holders of any such change or variation of which it receives notices.

(c) The Issuer hereby further appoints Deutsche Bank (Cayman) Limited, a licensed

trust company incorporated in the Cayman Islands, as the Share Registrar for the Preference Shares upon
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the terms, and subject to the conditions, set forth herein. The Issuer may at any time and from time to
time vary or terminate the appointment of the Share Registrar. The Issuer will give prompt written notice
to the Trustee of the appointment or termination of the Share Registrar and of the location and any change
in the location of the Share Registrar Office. The Share Registrar shall promptly provide notice to the
Holders of any such change or variation of which it receives notices.

Section 3. Authorized Representatives.

From time to time the Issuer will furnish the Agents with a signature list certifying the
incumbency and specimen signatures of the Authorized Representatives. The Agents shall be entitled to
conclusively rely on the last such certificate delivered to it for the purposes of determining the identity of
Authorized Representatives.

Section 4. Payment of Dividends

(a) On each Distribution Date beginning with the June 2007 Distribution Date, other
than the Redemption Date, the Holders of the Preference Shares shall (subject to Section 4(c)) be entitled
to receive dividends on the Preference Shares in an amount equal to the amount of Excess Cash Flows for
such Distribution Date.

The Paying Agent, on behalf of the Issuer, shall promptly give notice of the amount of all
Excess Cash Flows distributed hereunder for the relevant Distribution Date to the Holders of the
Preference Shares in accordance with Section 12 and to the Issuer, to the Initial Purchaser and to the
Collateral Manager. The Paying Agent shall also make such information available to the Preference
Shareholders at the offices of the Paying Agent.

(b) Subject to section 4(c), dividends, if any, will be paid on each Distribution Date
other than the Redemption Date to the Persons in whose names the Preference Shares are registered at the
close of business on the Record Date for such Distribution Date. Dividends on the Preference Shares
shall be paid by the Paying Agent pro rata in the proportion that the number of Preference Shares held by
a Holder bears to the total number of Preference Shares.

(c) Notwithstanding anything in this Agreement to the contrary, distributions of
Excess Cash Flows by way of dividends to the Holders of the Preference Shares on any Distribution Date
(other than the Redemption Date) out of amounts on deposit in the Preference Share Payment Account (i)
shall be subject to the Issuer being solvent under Cayman Islands law (defined as the Issuer being able to
pay its debts as they become due in the ordinary course of business) immediately prior to, and after giving
effect to, such payment as determined by the Issuer or the Collateral Manager acting on behalf of the
Issuer and (ii) shall be made only to the extent the Issuer has sufficient Share Surplus out of which to
make such payment as determined by the Issuer or the Collateral Manager acting on behalf of the Issuer.
If the Issuer or the Collateral Manager acting on behalf of the Issuer determines that the conditions set
forth in either clause (i) or clause (ii) above are not satisfied with respect to any portion of the Excess
Cash Flows payable on such Distribution Date, the Issuer or the Collateral Manager acting on behalf of
the Issuer shall instruct the Paying Agent in writing on or before one Business Day prior to such
Distribution Date that such portion should not be paid, and the Paying Agent shall not pay the same, to
the Holders of the Preference Shares until the first succeeding Distribution Date, or (in the case of any
payments which would otherwise be payable on any Redemption Date) until the first succeeding Business
Day, upon which the Issuer notifies the Paying Agent in writing that each such condition is satisfied, and
the amounts so retained in the Preference Share Payment Account will be held therein until such amounts
are paid, subject to the availability of such funds under Cayman Islands law to pay any liability of the
Issuer not limited in recourse to the Collateral. To the extent available, distributions shall be made first
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out of Distributable Profits for the current Due Period, then out of Distributable Profits in excess of
dividends for the prior Due Periods and then out of Share Premium.

Section 5. Procedures for Payment of Dividends and Redemption Price:
Persons Deemed Owners: Withholding.

(a) All payments of dividends on the Preference Shares and the payment of the
Preference Share Redemption Price for the Preference Shares will be made in U.S. Dollars, and, in the

case of a redemption of the Preference Shares, will be made only upon the surrender of the certificates
representing the Preference Shares at the office of the Paying Agent or the office of its agent as specified

in a notice to the Holders delivered in accordance with the terms of Section 12 hereof. All of such

payments shall be made by U.S. Dollar check drawn by the Paying Agent or, at the option of the relevant
Holder, by wire transfer in accordance.with this Section 5 (and subject to usual and necessary banking

procedures regarding U.S. Dollar denominated accounts), subject in all cases to any tax, fiscal or other

laws or regulations applicable in the place of payment. Any Holder desiring to receive a wire-transfer
payment shall deliver a written request therefor to the Paying Agent setting forth the numbers of the

Preference Shares held by it and for which it desires to receive payment by wire transfer and specifying
the banking institution and account number (with any other appropriate information necessary to enable

the Paying Agent to transmit such payment and to assure proper credit to such Holder's account) to which

such payments are to be transferred and in the absence of any such request, payments shall be made by
U.S. Dollar check. A record of each payment made will be maintained by or on behalf of the Paying

Agent in accordance with its customary procedures, and such record shall be prima facie evidence that the

payment in question has been made. The Issuer and the Paying Agent shall be fully protected in relying

upon any such request in making payments on the Preference Shares, and any payment transmitted in

accordance with such request shall be deemed to have been made upon transmission thereof to the

banking institution identified in such request.

(b) Payments with respect to the Preference Shares held by persons to whom the

transfers were made in reliance on Rule 144A under the Securities Act may be made, whether pursuant to

presentation of a certificate representing the Preference Shares or the making of any other demand for

payment, in the United States and (i) if by U.S. Dollar check, by being drawn on a U.S. Dollar account

maintained by the Paying Agent or (ii) if by wire transfer, from a U.S. Dollar account maintained by the

Paying Agent. Payments with respect to the Preference Shares held by persons to whom the transfers

were made in reliance on Regulation S under the Securities Act may be made, whether pursuant to

presentation of a certificate representing the Preference Shares or the making of any other demand for

payment, (i) if by U.S. Dollar check, by being drawn on a U.S. Dollar account maintained by the Paying

Agent and the Paying Agent mailing the same from an address outside the United States or (ii) if by wire

transfer, from a U.S. Dollar account maintained by the Paying Agent or an affiliate or agent outside the

United States to an account maintained by the Preference Shareholder at a bank outside of the United

States.

(c) In the case where the Trust Termination Date or Redemption Date shall not be a

Business Day, then payment need not be made on such date, but may be made on the next succeeding
Business Day with the same force and effect as if made on the nominal date of any such Trust

Termination Date or Redemption Date, as the case may be.

(d) If any amount received by the Issuer is reduced by reason of any amounts being

withheld from (i) payments to the Issuer on any of the Collateral Debt Securities included in the

Collateral or (ii) payments-on the Notes or the Preference Shares, the Issuer shall not be obligated to pay

any additional amounts to cause the Holders of the Preference Shares to receive the amount that would

have been payable to them had no such withholding been required or made. The Paying Agent shall give
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prompt notice of any such withholding to each Preference Shareholder of which it has actual knowledge.
As a condition to the payment of capital and dividends on any Preference Share without the imposition of
United States withholding tax, the Issuer shall require that certification acceptable to it be furnished to the
Issuer and the Paying Agent in order to enable the Issuer and the Paying Agent to determine their duties
and liabilities with respect to any taxes or other charges that they may be required to deduct or withhold
from payments in respect of such Preference Share under any present or future law or regulation of the
United States or any present or future law or regulation of any political subdivision thereof or taxing
authority therein or to comply with any reporting or other requirements under any such law or regulation.

(e) The Issuer and the Agents may deem and treat the registered Holder of any
Preference Share as the absolute owner of such Preference Share, notwithstanding any notation of
ownership or other writing on any certificate representing such Preference Share, for the purpose of
receiving dividends and the Preference Share Redemption Price thereof and for all other purposes, and
neither the Issuer nor the Agents shall be affected by any notice to the contrary. All such payments so
made to such Holder or upon such Holder's order shall be valid and, to the extent of the sum or sums so
paid, effectual to satisfy and discharge the liability for the monies payable upon any such Preference
Share.

Section 6. Redemption.

(a) On the Redemption Date, the Preference Shares shall (subject to Section 4(d)) be
redeemed in whole at the Preference Share Redemption Price.

(b) All redemption payments. shall be made pro rata in the proportion that the
number of Preference Shares held by a Holder bears to the total number of Preference Shares.

(c) Notwithstanding anything in this Agreement to the contrary, distributions of the
Preference Share Redemption Price by way of redemption of the Preference Shares shall be subject to the
Issuer being solvent under Cayman Islands law (defined as the Issuer being able to pay its debts as they
become due in the ordinary course of business) immediately prior to, and after giving effect to, such

payment as determined by the Issuer or the Collateral Manager acting on behalf of the Issuer. For

purposes of this subsection (d), a determination as to whether the Issuer is solvent on a Redemption Date
shall be made by the Issuer or the Collateral Manager acting on behalf of the Issuer (A) after giving effect
to any payments to be made on such Redemption Date and (B) in light of the fact that the other

obligations of the Issuer to Noteholders, the other secured parties and persons subject to the Priority of
Payments are limited in recourse to the Collateral, and not to (i) amounts in the Preference Share Payment
Account or investment earnings of amounts therein, (ii) any other amounts released from the Collateral in

accordance with the Indenture and held by or on behalf of the Issuer for the benefit of the Holders of the

Preference Shares or (iii) amounts on deposit in the Issuer's bank account in the Cayman Islands, and that

after the assets in the Collateral are exhausted, such parties will have no further claim against the Issuer. If
the Issuer or the Collateral Manager acting on behalf of the Issuer determines that such condition is not
satisfied on a Redemption Date with respect to any portion of the Preference Share Redemption Price, the
Issuer shall instruct the Paying Agent in writing that such portion should not be paid, and the Paying
Agent shall not pay the same, to the Holders of the Preference Shares until the first succeeding Business
Day upon which the Issuer notifies the Paying Agent in writing that each such condition is satisfied, and
the amounts so retained in the Preference Share Payment Account will be held therein until such amounts
are paid, subject to the availability of such funds under Cayman Islands law to pay any liability of the
Issuer not limited in recourse to the Collateral.
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Section 7. Accountines: Reports by Issuer: Information to Holders.

(a) On or prior to each Distribution Date (including the Redemption Date), the Issuer
or the Paying Agent, on behalf of the Issuer, shall render an accounting, determined as of the fifth
Business Day preceding such Distribution Date and delivered to the Paying Agent, the Collateral
Manager and the Initial Purchaser. The Issuer or the Paying Agent, on behalf of the Issuer, shall render
such accounting by reference to the accounting delivered by the Issuer pursuant to Section 10.8 of the
Indenture. Such accounting shall contain the following information (stated in aggregate):

(i) the amount of Excess Cash Flows to be received by the Paying Agent from the
Trustee on the related Distribution Date;

(ii) the amounts payable as dividends on the Preference Shares on such Distribution
Date; and

(iii) if such accounting relates to the Redemption Date, the Preference Share
Redemption Price payable with respect to the Preference Shares on such
Distribution Date.

(b) On or prior to each Distribution Date, the Paying Agent shall provide the Holders
of the Preference Shares with a copy of the Note Valuation Report prepared for delivery pursuant to
Section 10.8(b) of the Indenture (to the extent requested by each Preference Shareholder), together with
the report prepared by the Issuer or the Paying Agent, on behalf of the Issuer, pursuant to Section 7(a)
hereof.

Section 8. Share Register: Registration, Transfer, Exchange: Persons Deemed
Owners.

(a) The Issuer shall cause to be kept a register (the "Share Register") in which,
subject to such reasonable regulations as it may prescribe and to the Companies Law (2004 Revision) of
the Cayman Islands, the Issuer shall provide for the registration of the Preference Shares (and any other
share capital of the Issuer) and the registration of transfers of the Preference Shares (and any other share
capital of the Issuer). The Administrator is hereby irrevocably appointed by the Issuer to act as the
"Share Registrar" for the purpose of registering the Preference Shares (and any other share capital of
the Issuer) and all transfers of the Preference Shares (and any other share capital of the Issuer) as herein
provided (it being hereby acknowledged that nothing contained herein shall limit, bar or restrict the ability
or the right of the Administrator to appoint agents or to delegate duties from time to time). A duplicate
copy of the Share Register shall be maintained outside the Cayman Islands by the Transfer Agent.

Preference Shares offered in the United States in reliance on Rule 144A under the
Securities Act shall be represented by certificates in fully registered definitive form registered in the name
of the legal and beneficial owner thereof and substantially in the form of, and with the applicable legends
set forth in, Exhibit A-1 attached hereto.

Preference Shares sold outside the United States to non-U.S. Persons in reliance on

Regulation S shall be represented by one or more global share certificates, in definitive, fully registered
form and substantially in the form of, and with the applicable legends set forth in, Exhibit A-2 attached
hereto, (the "Regulation S Global Preference Shares") deposited with a custodian for, and registered in
the name of, the Depositary (or its nominee) on behalf of Euroclear Bank S.AJN.V., as operator of

Euroclear, or Clearstream. Until the end of the Distribution Compliance Period, beneficial interests in

such preference shares may be held only through Euroclear or Clearstream. After the Distribution
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Compliance Period, beneficial interests in such Preference Shares may also be held other than through
Euroclear or Clearstream via the Depositary's other direct and indirect participants, but still registered in
the name of the Depositary (or its nominee). Euroclear or Clearstream will credit the Regulation S
Global Preference Share to the respective accounts designated by the owners of such Preference Share at
Euroclear or Clearstream. The registered owner of the relevant Regulation S Global Preference Share
shall be the only person entitled to receive payments in respect of the Preference Shares represented by a
Regulation S Global Preference Share, and the Issuer will be discharged by payment to, or to the order of,
the registered owner of such Regulation S Global Preference Share in respect of each amount so paid. No
person other than the registered owner of the relevant Regulation S Global Preference Share shall have
any claim against the Issuer in respect of any payment due on that Regulation S Global Preference Share.

Owners of beneficial interests in Preference Shares sold outside the United States to non-
U.S. Persons in reliance on Regulation S will be entitled or required under certain limited circumstances
to receive physical delivery of certificated Preference Shares in fully registered, definitive form.

Every certificate representing a Preference Share presented or surrendered for registration
of transfer or exchange shall (if so required by the Issuer, the Transfer Agent or the Share Registrar) be
presented or surrendered at the Share Registrar Office or the office of the Transfer Agent and be
accompanied by a written instrument of transfer in form satisfactory to the Issuer (including, as
applicable, a Rule 144A Transferor Certificate or a Regulation S Transferor Certificate), the Transfer
Agent and the Share Registrar duly executed by the Holder thereof or its attorney-in-fact duly authorized
in writing. In addition, if the certificates being exchanged or transferred contain a legend, additional
certifications to the effect that such exchange or transfer is in compliance with the restrictions contained
in such legend, may be required. The Transfer Agent shall promptly notify the Share Registrar and the
Paying Agent of any transfer or exchange and provide each of them with copies of the relevant certificate
and written instrument of transfer and any other relevant documentation received in conjunction with such
transfer or exchange. Following a proper request for transfer or exchange, the Transfer Agent shall
promptly instruct the Share Registrar in writing to make the relevant entries in the Share Register (and the
Share Registrar shall be entitled to rely on the accuracy and completeness of such instructions received by
it from the Transfer Agent). With respect to any transfer of a portion of the Preference Shares represented
by such certificate, the transferor will be entitled to receive, at any aforesaid office, new certificates
representing the principal amount retained by the transferor after giving effect to such transfer. New
certificates issued upon any such exchange or transfer (whether in whole or in part) will be made
available at the office of the Transfer Agent.

The Share Registrar shall (upon receipt of the relevant information) cause to be entered in
the Share Register and the Transfer Agent shall cause to be entered in its duplicate Share Register the
following particulars: (i) the name and address of each Holder of Preference Shares, a statement of the
number of Preference Shares held by him and the amount paid or agreed to be considered as paid on such
preference shares; (ii) the date on which each person was entered on the Share Register as a Holder of
Preference Shares; and (iii) the date on which any person ceased to be a Holder of Preference Shares.

No service charge shall be made to a Holder for any registration of transfer or exchange
of any Preference Shares, but the Share Registrar and/or the Transfer Agent may require payment of a
sum sufficient to cover any tax or other governmental charge that may be imposed in connection with any
registration of transfer or exchange of Preference Shares and expenses of delivery (if any) not made by
regular mail.

(b) No Preference Shares may be sold or transferred (including, without limitation,
by pledge or hypothecation) unless such sale or transfer (i) is in minimum lots of 200 shares and integral
multiples of I share in excess thereof and after giving effect to any sale or transfer, the transferor thereof
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shall have retained an aggregate number of Preference Shares that is either (a) equal to zero or (b) equal
to or greater than the minimum lot of 200 shares and integral multiples of 1 share in excess thereof and
(ii) is exempt from the registration requirements of the Securities Act and is exempt from registration
under applicable state securities laws. No purported transfer of any interest in any Preference Share or
any portion thereof that is not made in accordance with this Section 8 shall be given effect by or be
binding upon the Transfer Agent, the Share Registrar or the Issuer, and any such purported transfer shall
be null and void ab initio and vest in the transferee no rights against the Transfer Agent, the Share
Registrar or the Issuer.

A Preference Shareholder may transfer a Preference Share or its beneficial interest in a
Preference Share only in accordance with the following provisions:

(i) The Holder of a Preference Share sold to an initial Holder who is a non-U.S.
Person pursuant to Regulation S under the Securities Act may transfer such Preference Share in
accordance with the Applicable Procedures only to (1) a non-U.S. Person in an offshore
transaction (within the meaning of Regulation S) in accordance with Rule 904 of Regulation S or
(2) to a person who agrees to receive a Restricted Preference Share (as such term is defined in
paragraph (ii) below) and who certifies that it is a "qualified institutional buyer" within the
meaning of Rule 144A under the Securities Act and agrees to resell such Preference Share only in
accordance with the provisions of Regulation S, pursuant to registration under the Securities Act,
or pursuant to an available exemption from registration under the Securities Act and agrees not to
engage in hedging transactions with regard to such securities unless in compliance with the
Securities Act.

(ii) A Holder of a Preference Share (a "Restricted Preference Share") that was
sold to an initial Holder who is a U.S. Person may at any time transfer its interest in such
Preference Share only to (A) a non-U.S. Person in an offshore transaction (within the meaning of
Regulation S) in accordance with Rule 904 of Regulation S or (B) a "qualified institutional
buyer" within the meaning of Rule 144A under the Securities Act, in transactions not requiring
registration under the Securities Act and, in each case, in accordance with the certifications
requirements required herein.

(iii) The Transfer Agent shall require, prior to any such transfer of a Preference
Share, receipt by the Transfer Agent and the Issuer of (A) an Investor Certificate from such
Preference Shareholder's transferee and (B) as applicable, a Regulation S Transferor Certificate or
a Rule 144A Transferor Certificate from such Holder, in each case certifying to the foregoing and
the other matters covered by the forms of such certificates prescribed by this Agreement. Upon
receipt of the Investor Certificate and the relevant Transferor Certificate, and the surrender to the
Transfer Agent of the Share Certificate to be so transferred, the Transfer Agent shall cancel such
Share Certificate, and the Issuer shall execute and provide to the Transfer Agent, and the Transfer
Agent shall deliver, a Share Certificate representing the Preference Shares intended to be
transferred to such transferee (and, in the event of a partial transfer, the Issuer shall execute and
provide to the Transfer Agent, and the Transfer Agent shall deliver, a Share Certificate
representing the remaining balance to the transferring Holder) in accordance with Section 8(a).

(iv) Notwithstanding the foregoing, where the transfers of the Preference Shares are
by way of transfers of beneficial interests in the Regulation S Global Preference Shares, such
transfers may be made by book-entry transfer of beneficial interests in the Regulation S Global
Preference Shares (and if within the Distribution Compliance Period, within Euroclear or
Clearstream, to non-U.S. Persons in accordance with Regulation 5) in accordance with the
Applicable Procedures without the provision of any certification. Each subsequent transferee
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shall be deemed to have made the applicable representations set forth in the form of the Investor
Certificate.

The Investor Certificate and any Rule 144A Transferor Certificate or Regulation S Transferor
Certificate furnished, as required, pursuant to this Section 8(b) may be relied on conclusively by the Share
Registrar and Transfer Agent in determining whether the provisions of this Section 8(b) have been
complied with. None of the Issuer, the Transfer Agent, the Share Registrar or any other Person shall be
required to register the Preference Shares under the Securities Act or any state securities laws.

(c) The applicable procedures (collectively, "Applcable Procedures") utilized or
imposed from time to time by the Depositary, Euroclear or Clearstream (collectively, the "Clearance
System") shall be applicable to the Regulation S Global Preference Shares insofar as and to the extent
beneficial interests in such Regulation S Global Preference Shares are held by the agent members of or
participants in the applicable Clearance System. Account holders or agent members of or participants in
the applicable Clearance System shall have no rights under this Agreement with respect to such
Regulation S Global Preference Shares, and the Depositary as registered Holder of the Regulation S
Global Preference Shares may be treated by the Issuer or the Agents as the owner of such Regulation S
Global Preference Shares for all purposes whatsoever. Notwithstanding the foregoing, nothing herein
shall prevent the Issuer, the Agents from giving effect to any written certification, proxy or other
authorization furnished by the applicable Clearance System or impair, as among the applicable Clearance
System and its agent members or participants, the operation of customary practices governing the exercise
of the rights of a Holder of any Regulation S Global Preference Shares. Requests or directions from, or
votes of the applicable Clearance System with respect to any matter shall not be deemed inconsistent if
made with respect to (or in separate proportions corresponding to) different beneficial owners. None of
the Agents shall have any duty to monitor, maintain records concerning (or determine compliance with
any of the restrictions on transfer set forth herein with respect to) owners of beneficial interest in the
Regulation S Global Preference Shares. None of the Agents shall have any liability for the accuracy,
completeness or validity of the records of the applicable Clearance System, or any actions or omissions of
the applicable Clearance System (or of the agent members of or participants in the applicable Clearance
System).

(d) No Preference Share may be purchased or transferred to, on behalf of or using
the assets of (i) an employee benefit plan subject to Title I of ERISA or a plan subject to Section 4975 of
the U.S. Internal Revenue Code of 1986, as amended (the "Code") (each such plan, an "ERISA Plan"); (ii)
a collective investment fund, separate account or other entity whose underlying assets are treated as "Plan
Assets" of an ERISA Plan under U.S. Department of Labor regulation Section 2510.3-101, as modified by
section 3(42) of ERISA (a "Benefit Plan Investor"); or (iii) a person acting on behalf of an ERISA Plan.

By its purchase of the Preference Shares, each purchaser and transferee will be required
to represent and warrant to and agree with the Issuer, the Collateral Manager and the Agents that (A) its
purchase and holding of such Preference Shares will satisfy the ERISA requirements described above and
(B) it will not assign or transfer such Preference Shares unless the proposed assignee or transferee
delivers a letter to the Issuer evidencing its agreement to the foregoing ERISA representations and
covenants with respect to its purchase, holding and transfer of such Preference Shares.

(e) No Preference Share shall be sold or transferred (including, without limitation,
by pledge or hypothecation) to a U.S. resident (within the meaning of the Investment Company Act)
unless such purchaser or transferee is a Qualified Purchaser. The Transfer Agent and the Share Registrar
may rely on the statement in any Investor Certificate, and shall be entitled to rely on the continuing

accuracy thereof from time to time (unless and until a Responsible Officer is otherwise notified in writing
by the signatory thereto or by the Issuer) in determining whether the provisions of this Section 8(e) have
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been complied with. Notwithstanding anything to the contrary in this Agreement, no transfer of a
Preference Share may be made if the Transfer Agent has written notice or actual knowledge that such

transfer would require registration of the Issuer or the Co-Issuer under the Investment Company Act
(subject, with respect to the Transfer Agent's duties, to Section 8(f) below).

(f) At any time when the Issuer is not subject to Section 13 or 15(d) of the United

States Securities Exchange Act of 1934, as amended, upon the request of any Preference Shareholder, the
Issuer shall promptly furnish, and shall cause the Collateral Manager to promptly furnish, to such

Preference Shareholder or to a prospective purchaser of any Preference Share designated by such

Preference Shareholder, as the case may be, the information which the Issuer deteimines to be required to

be delivered pursuant to Rule 144A(d)(4) under the Securities Act ("Rule 144A Information") in order

to permit compliance by such Preference Shareholder with Rule 144A in connection with the resale of

such Preference Share by such Preference Shareholder. Upon written request by the Issuer, the Transfer

Agent shall cooperate with the Issuer in mailing or otherwise distributing (at the Issuer's expense) to such

Preference Shareholders or prospective purchasers, at and pursuant to the Issuer's written direction, any

Rule 144A Information prepared and provided by the Issuer, provided that the Transfer Agent shall be

entitled to affix thereto or enclose therewith such disclaimers as the Transfer Agent shall deem reasonably

appropriate, at its discretion (such as, for example, a disclaimer that such Rule 144A Information was

assembled by the Issuer, and not by the Transfer Agent, that the Transfer Agent has not reviewed or

verified the accuracy thereof, and that it makes no representation as to the sufficiency of such information

under Rule 144A or for any other purpose).

(g) The Transfer Agent and the Share Registrar shall not be responsible for

ascertaining whether any transfer of the Preference Shares complies with, or otherwise for monitoring or

determining compliance with, the requirements or terms of the Securities Act, applicable state securities

laws, ERISA, the Code or the Investment Company Act; except that if a certificate is specifically required

by the terms of this Section 8 to be provided to the Transfer Agent by a transferee of the Preference

Shares, a transferor of the Preference Shares, or the Issuer, the Transfer Agent shall be under a duty to

receive and examine the same to determine whether it conforms substantially on its face to the applicable

requirements of this Section 8.

(h) If a Responsible Officer of the Transfer Agent has actual knowledge that (i) a

transfer or attempted or purported transfer of any of the Preference Shares or any interest therein was

consummated in compliance with the provisions of this Section 8 on the basis of a materially incorrect

certification from the transferor or purported transferee that has not been cured within a reasonable period

of time after notice thereof, (ii) a transferee failed to deliver within a reasonable period of time (including

any applicable period provided to cure such failure to deliver) to the Transfer Agent any certificate

required to be delivered hereunder, or (iii) the Holder of any Preference Share or interest therein is in

material breach of any representation or agreement set forth in any certificate or any deemed

representation or agreement of such Holder, then the Transfer Agent or the Share Registrar nor the Paying

Agent will not register such attempted or purported transfer, and, if a transfer has been registered, such

transfer shall be absolutely null and void ab initio and shall vest no rights in the purported transferee

(such purported transferee, a "Disqualified Transferee"), and the last preceding Holder of such

Preference Share that was not a Disqualified Transferee shall be restored to all rights as a Holder thereof

retroactively to the date of transfer of such Preference Share by such Holder.

(i) If, notwithstanding the restrictions on transfer contained herein and/or in the

Articles, the Issuer determines that any beneficial owner of Preference Shares offered in the United States

in reliance on Rule 144A under the Securities Act (A) is a U.S. Person imd (B) is not both (i)(a) a

Qualified Institutional Buyer within the meaning of Rule 144A under the Securities Act or (b), in respect

of the Original Purchaser, an institutional "accredited investor" within the meaning of Rule 501(a)(1), (2),
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(3) or (7) and (ii) a Qualified Purchaser, then the Issuer may require, by notice to such Holder, that such

Holder sell all of its right, title and interest to such Preference Shares to a Person that is both (i) a

Qualified Institutional Buyer and (ii) a Qualified Purchaser, with such sale to be effected within 30 days
after notice of such sale requirement is given. If such beneficial owner fails to effect the transfer required
within such 30-day period, (i) upon direction from the Collateral Manager or the Issuer, the Share

Registrar, on behalf of and at the expense of the Issuer, shall cause such beneficial owner's interest in

such Preference Share to be transferred in a commercially reasonable sale (conducted by an investment
banker selected by the Paying Agent in accordance with Section 9-610(b) of the Uniform Commercial
Code as in effect in the State of New York as applied to securities that are sold on a recognized market or

that may decline speedily in value) to a person that certifies to the Share Registrar, the Issuer and the

Collateral Manager, in connection with such transfer, that such person is both (a) a Qualified Institutional

Buyer and (b) a Qualified Purchaser and (ii) pending such transfer, no further payments will be made in

respect of such Preference Shares held by such beneficial owner.

Section 9. Liability.

None of the Agents or directors, officers, employees or agents of any of them shall be

liable for any act or omission hereunder except in the case of criminal conduct, fraud, gross negligence,
bad faith, or willful misconduct of the applicable Agent, as the case may be, in violation of its duties

under this Agreement. The duties and obligations of the Agents and the employees or agents shall be

determined solely by the express provisions of this Agreement, and they shall not be liable except for the

performance of such duties and obligations as are specifically set forth herein, and no implied covenants

or obligations shall be read into this Agreement against them. The Agents may consult with counsel and

shall be fully protected in any action reasonably taken or omitted to be taken in good faith, in reliance

upon and in accordance with the advice of such counsel. In particular, neither the Issuer nor the Agents

will have any responsibility or liability for the performance by the Depositary, Clearstream or Euroclear

or their respective participants or indirect participants of their respective obligations under the rules and

procedures governing their operations.

In the absence of criminal conduct, fraud, gross negligence and willful misconduct on its

part, each of the Agents may rely conclusively and shall be fully protected in acting or refraining from

acting on any notice, certificate or other document furnished to it hereunder and reasonably believed by it

in good faith to be genuine. No Agent shall be liable for any action taken by it in good faith and

reasonably believed by it to be within the discretion or powers conferred upon it, or taken by it pursuant

to any direction or instruction by which it is governed hereunder, or omitted to be taken by it by reason of

the lack of direction or instruction required hereby for such action. The Agents shall in no event be liable

for the application or misapplication of funds by any other Person, or for the acts or omissions of any

other Person. The Paying Agent and the Transfer Agent shall not be bound to make any investigation into

the facts or matters stated in any certificate, report or other document; provided that, if the form thereof is

prescribed by this Agreement, the Paying Agent and the Transfer Agent, as the case may be, shall

examine the same to determine whether it conforms on its face to the requirements hereof. Each of the

Agents may exercise or carry out any of its duties under this Agreement either directly or indirectly

through agents, nominees, custodians or attorneys, and none of the Agents shall be responsible for any

acts or omissions on the part of any such agent, nominee, custodian or attorney appointed with due care;

provided that no such delegation to any agent, nominee, custodian or attorney shall relieve such Agent of

any of its duties or responsibilities under this Agreement. To the extent permitted by applicable law, no

Agent shall be required to give any bond or surety in the execution of its duties. No Agent shall be

deemed to have knowledge or notice of any matter unless actually known to an officer of the relevant

Agent, as applicable, or unless the Paying Agent or the Transfer Agent, as applicable, has received written

notice thereof from the Issuer, the Collateral Manager, the Trustee, or the Holder of a Preference Share.
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In the absence of criminal conduct, fraud, gross negligence, bad faith and willful
misconduct on the part of any Agent, such Agent may conclusively rely, as to the truth of the statements
and the correctness of the opinions expressed therein, upon any certificates or opinions furnished to such
Agent which conform on their face to the requirements of this Agreement.

None of the Agents shall be liable for any error of judgment made in good faith by an
officer or officers of such Agent, unless it shall be conclusively determined by a court of competent
jurisdiction that the Agent was grossly negligent or acted with criminal conduct, fraud, bad faith or willful
misconduct in ascertaining the pertinent facts.

None of the provisions of this Agreement shall require any Agent to expend or risk its
own funds or otherwise to incur any liability, financial or otherwise, in the performance of any of its
duties hereunder, or in the exercise of any of its rights or powers if it shall have reasonable grounds for
believing that repayment of such funds or indemnity satisfactory to it against such risk or liability is not
assured to it; unless such risk or liability relates to the performance of its ordinary services hereunder.

Whenever in the administration of the provisions of this Agreement an Agent shall deem
it necessary or desirable that a matter be proved or established prior to taking or suffering any action to be
taken hereunder, such Agent (unless other evidence in respect thereof be herein specifically prescribed)
may, in the absence of criminal conduct, fraud, gross negligence, bad faith and willful misconduct on the
part of such Agent, rely on a certificate signed by an officer of the Issuer and delivered to such Agent and
such certificate, in the absence of criminal conduct, fraud, gross negligence, bad faith and willful
misconduct on the part of the Agent, shall be full warrant to such Agent for any action taken, suffered or
omitted by it under the provisions of this Agreement upon the faith thereof.

Section 10. Indemnification.

The Issuer agrees to indemnify and hold harmless the Agents, and their respective
directors, officers, employees, and agents from and against any and all liabilities, costs and expenses
(including reasonable legal fees and expenses) directly or indirectly relating to or arising out of or in
connection with its or their performance under this Agreement, except to the extent that they are caused
by the criminal conduct, fraud, gross negligence, bad faith, or willful misconduct of the applicable Agent,
as the case may be. The foregoing indemnity includes, but is not limited to, any action taken or omitted
in good faith within the scope of this Agreement upon telephone, telecopier or other electronically
transmitted instructions, if authorized herein, received from or reasonably believed by the applicable
Agent, as the case may be, acting in good faith, to have been given by, an Authorized Representative.
This indemnity shall survive the resignation or removal of any Agents and the satisfaction or termination
of this Agreement.

Section 11. Compensation of the Agents.

(a) Pursuant to, and at the times and to the extent contemplated by the Indenture, the
Trustee shall forward to the Paying Agent and the Transfer Agent compensation at such amounts and/or

rates as shall be agreed between the Issuer and, as applicable, the Paying Agent and the Transfer Agent in
writing and from time to time shall reimburse the Paying Agent and the Transfer Agent for their
respective reasonable out-of-pocket expenses (including reasonable legal fees and expenses),
disbursements, and advances incurred or made in accordance with any provisions of this Agreement,
except any such expense, disbursement, or advance that may be attributable to its gross negligence, bad
faith or willful misconduct. The obligations of the Trustee to the Paying Agent and the Transfer Agent
pursuant to the Indenture and this Section shall survive the resignation or removal of the Trustee and the

satisfaction or termination of this Agreement. Notwithstanding any provision of this Agreement to the
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contrary, to the extent any amounts owing to the Paying Agent and Transfer Agent from time to time
pursuant to this Section 11 remain unpaid, the Paying Agent and the Transfer Agent shall be entitled to
pay to itself, for application to such unpaid amounts, any finds held or received by it at any time or times
under or pursuant to this Agreement prior to making payment of amounts otherwise required under this
Agreement to be made to the Preference Shareholders (or any other Persons).

(b) Pursuant to, and at the times and to the extent contemplated by the Indenture, the
Trustee shall forward to the Share Registrar compensation at such amounts and/or rates as shall be agreed
between the Issuer and the Share Registrar in writing.

Section 12. Notices.

(a) All communications by or. on behalf of the Issuer relating to the transfer,
exchange, or payment of a Preference Share or any interest therein shall be directed to the Paying Agent,
the Transfer Agent and the Share Registrar at its address set forth in subsection (c) hereof.

(b) The Paying Agent shall promptly notify the Preference Shareholders of the
occurrence of an Event of Default under the Indenture of which it receives written notice from the
Trustee.

Where this Agreement provides for notice to Preference Shareholders of any event, such
notice shall be sufficiently given (unless otherwise herein expressly provided) if such notice is in writing
and mailed, first-class postage prepaid or overnight delivery, or.sent via facsimile or e-mail to each
Preference Shareholder affected by such event, at such Preference Shareholder's address as it appears on
the Share Register, in the case of (a) or (b) not later than the latest date, and not earlier than the earliest
date, prescribed for the giving of such notice. All such notices shall be mailed or transmitted from outside
the United States.

Neither the failure to mail or transmit such notice, nor any defect in any notice so mailed
or transmitted, to any particular Preference Shareholder shall affect the sufficiency of such notice with
respect to other Preference Shareholders. Any notice that is given in the manner herein provided shall be
presumed to have been duly given whether or not actually received by such Preference Shareholder. Any
notice to Preference Shareholders provided for in this Agreement will be deemed to have been given on
the date of mailing or transmission.

Where this Agreement provides for notice in any manner, such notice may be waived in
writing by any Person entitled to receive such notice, either before or after the event, and such waiver
shall be the equivalent of such notice. Waivers of notice by Preference Shareholders shall be filed with
the Paying Agent but such filing shall not be a condition precedent to the validity of any action taken in
reliance upon such waiver.

In the event that, by reason of the suspension of the regular mail service as a result of a
strike, work stoppage or similar activity, it shall be impractical to mail notice of any event to Preference
Shareholders when such notice is required to be given pursuant to any provision of this Agreement, then
any manner of giving such notice as shall be satisfactory to the Paying Agent shall be deemed to be a
sufficient giving of such notice.

(c) Notices and other communications hereunder shall (except to the extent
otherwise expressly provided) be in writing and shall be addressed as follows, or to such other addresses
as the parties hereto shall specify from time to time:
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(i) if to the Issuer:

Gemstone CDO VII Ltd.
c/o Deutsche Bank (Cayman) Limited,
P.O. Box 1984
Grand Cayman KYl-1104,
Cayman Islands
Facsimile: (345) 949 8244
Telephone: (345) 949 5223
Attention: Directors

(ii) if to the Share Registrar

Deutsche Bank (Cayman) Limited,
P.O. Box 1984
Grand Cayman KY1-l 104,
Cayman Islands
Facsimile: (345) 949 8244
Telephone: (345) 949 5223
Attention: Directors

(iii) if to the Paying Agent or to the Transfer Agent:

Deutsche Bank Trust Company Americas
1761 East St. Andrew Place
Santa Ana, California 92705
Attn: CDO Business Unit - Gemstone VI
Telephone: (714) 247-6000
Telefax: (714) 247-6483

(iv) if to the Collateral Manager'

HBK Investments L.P.
300 Crescent Court Suite 700
Dallas, Texas 75201
Attention: Legal Department
Telephone: (214) 758-1207
Telefax: (214) 758-6107

Section 13. Resignation or Removal of Agent and Appointment of Successor
Agent; Merger, Conversion and Consolidation.

(a) The Issuer agrees, for the benefit of the Holders of the Preference Shares, that
there shall at all times be a Paying Agent, a Transfer Agent and a Share Registrar hereunder which shall
be a company authorized to engage in the activities set forth in this Agreement, subject to supervision or
examination by governmental authorities, until all the Preference Shares shall have been. redeemed;
provided that (i) the Paying Agent, the Transfer Agent or the Share Registrar shall act through an affiliate
or agent located outside the United States,-except to the extent otherwise expressly provided in, or
permitted by, this Agreement; (ii) neither the Paying Agent nor the Transfer Agent nor the Share
Registrar will be regarded as acting through an office in the United States by reason of engaging the

40713-00080 NY:19794343 - 16 -

Confidential Treatment Requested GEM7-00001107

Footnote Exhibits  - Page 1609



Trustee or the Collateral Manager for consultation, advice, information or recommendations regarding, or
utilizing the services of the Trustee to review, or to prepare and provide drafts of, or otherwise to perform
ministerial or advisory services concerning, any notices, reports, and other documents to be rendered,
maintained or reviewed by the Paying Agent, the Transfer Agent or the Share Registrar under the terms of
this Agreement (including without limitation shareholder accounting and reports), and concerning any
other duties or services to be performed by the Paying Agent, the Transfer Agent or the Share Registrar
under the terms of this Agreement (including without limitation matters pertaining to the transfer,
exchange and replacement of Preference Shares, calculation, allocation, distribution and withholding of
payments), and (iii) notwithstanding the preceding proviso, the following shall, if and to the extent
required by this Agreement to be performed by the Paying Agent, the Transfer Agent or the Share
Registrar, be performed or carried out by the Paying Agent, the Transfer Agent or the Share Registrar and
not by the Trustee acting for the Paying Agent, the Transfer Agent or the Share Registrar (A)
communicating (including the furnishing of financial reports) with Preference Shareholders concerning
the Preference Shares or the Issuer, (B) communicating with the general public concerning the Preference
Shares or the Issuer, (C) effecting any exchange of Preference Shares (except that the Paying Agent shall
be permitted to consult with the Trustee and call upon the Trustee to review and advise with respect to the
form of Preference Shares and compliance with the requirements for transfer, including review of
required transfer documentation), (D) accepting subscriptions of Preference Shareholders, (E) maintaining
principal corporate records or books of account of the Issuer, (F) auditing books of account of the Issuer,
(G) disbursing payments to Preference Shareholders of the Issuer or other payments relating to the Issuer,
(H) publishing or furnishing the offering and the Preference Share Redemption Price of Preference
Shares, (1) conducting meetings of Preference Shareholders, or (J) effecting, mailing or publishing notice
of the redemption of the Preference Shares, receiving presentment of such Preference Shares therefor or
disbursing payments of the Preference Share Redemption Price to Preference Shareholders in connection
therewith, or making registration or exchanges of the Preference Shares (provided further that nothing in
this proviso shall be construed as implying that the Paying Agent, the Transfer Agent or the Share
Registrar has any such duties set forth in (A) through (J)).

(b) Each Agent may at any time resign as such agent by giving written notice to the
Issuer, the Collateral Manager and the Preference Shareholders of such intention on its part, specifying
the date on which its desired resignation shall become effective; provided that such date shall be not less
than 45 days after the giving of such notice by the Paying Agent, the Transfer Agent or the Share
Registrar to the Issuer. The Paying Agent, the Transfer Agent or the Share Registrar may be removed at
any time by the Issuer or by a Majority-in-Interest of Preference Shareholders by the filing with it of an
instrument in writing signed by an Authorized Representative of the Issuer acting on behalf of the Issuer
or at the direction of a Majority-in-Interest of Preference Shareholders and specifying such removal and
the date, which shall be at least 45 days after the date of such written notice, upon which it is intended to
become effective. Any such resignation or removal shall take effect on the date of the appointment by the
Issuer, acting on its own behalf or at the direction of a Majority-in-Interest of Preference Shareholders, of
a successor paying agent or transfer agent and the acceptance of such appointment by such successor
paying agent or transfer agent that qualifies as such under clause (a) of this Section. In the event of
resignation by the Paying Agent, the Transfer Agent or the Share Registrar, if a successor agent has not
been appointed by the Issuer within 90 days after the giving of notice by or to the Paying Agent, the
Transfer Agent or the Share Registrar, the Paying Agent, the Transfer Agent or the Share Registrar, as
applicable, may, at the expense of the Issuer, petition any court of competent jurisdiction for appointment
of a successor Paying Agent, the Transfer Agent or the Share Registrar provided that it shall be qualified
under clause (a) of this Section. Upon any such resignation or removal and upon payment of all monies
due and payable to the Paying Agent or Transfer Agent, the Paying Agent or the Transfer Agent or the
Share Registrar shall transfer toihe successor Pay igAgent, the Transfer Agent or the Share Registrar
(or, if none shall have been appointed, to the Issuer) all monies held by the Paying Agent or the Transfer
Agent on behalf of the Issuer in respect of any Preference Shares and all books and records related to
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Preference Shares maintained by the Paying Agent, the Transfer Agent or the Share Registrar, including a
copy of the Share Register.

(c) Any corporation or bank into which any Agent hereunder may be merged or
converted, or any corporation or bank with which such Agent may be consolidated, or any corporation or
bank resulting from any merger, conversion or consolidation to which such Agent shall be a party, or any
corporation or bank to which such Agent shall sell or otherwise transfer all or substantially all of the
assets and business of such Agent, provided that it shall be qualified under clause (a) of this Section, shall
be the successor Agent, as applicable, under this Agreement, without the execution or filing of any paper
or any further act on the part of any of the parties hereto.

(d) The successor Agent, as applicable, shall give prompt notice of the resignation
and removal of the Paying Agent, the Transfer Agent or the Share Registrar, as applicable, and the
appointment of a successor Agent, as applicable, by notifying the Holders of the Preference Shares in
accordance with Section 12 hereof. Each notice shall include the name of the successor Agent and the
address of the office from which this Agreement shall be administered.

Section 14. Benefit of Agreement.

This Agreement is solely for the benefit of the parties hereto, the Holders of the
Preference Shares and their respective successors and assigns, and nothing herein, express or implied,
shall give to any other Persons any benefits or any legal or equitable right, remedy or claim under or by
virtue of this Agreement. No party hereto may assign any of its rights or obligations hereunder except
with the prior written consent of all the parties hereto.

Section 15. Preference Shares Held by the Agents: Other Business Relations.

Each Agent, in its individual or other capacity, may become the owner or pledgee of the
Preference Shares with the same rights it would have if it were not acting as paying agent, transfer agent
or share registrar, as applicable, hereunder. Each Agent may conduct other business with the Issuer from
time to time (including but not limited to its appointment and service as Principal Paying Agent under the
Indenture in the case of Deutsche Bank Trust Company Americas and as Administrator in the case of
Deutsche Bank (Cayman) Limited.)

Section 16. Amendment.

This Agreement may not be amended by any party hereto except in writing executed by
each party hereto (with the prior written approval of the holders of a Majority-in-Interest of Preference
Shareholders). The Issuer shall provide prompt written notice to the Rating Agency if this Agreement
shall be amended or otherwise modified.

Section 17. Governing Law and Submission to Jurisdiction.

This Agreement is to be delivered and performed in, and shall be construed and enforced
in accordance with, and the rights of the parties shall be governed by, the laws of the State of New York.
The Issuer hereby agree that any judicial proceedings instituted by any of the Paying Agent, the Transfer
Agent and/or the Share Registrar in relation to any matter arising under this Agreement or the Preference
Shares may be brought in any court having subject matter jurisdiction in the State of New York
(including, without limitation, federal courts located in the State of New York); irrevocably accepts
generally and unconditionally the jurisdiction of such courts, acknowledge their competence and
irrevocably agree to be bound by any judgment rendered in such proceeding; and irrevocably designates

40713-0080 NY:1979434.3 - 18-

Confidential Treatment Requested GEM7-00001109

Footnote Exhibits  - Page 1611



and appoints CT Corporation System, 111 Eighth Avenue, .13th Floor, New York, New York 10011 as
the agent of the Issuer to receive on its behalf service of all process brought against the Issuer with respect
to any such proceeding in any such cout in the State of New York, such service being hereby
acknowledged by the Issuer to be effective and binding on it in every respect. If for any reason such
agent shall cease to be available to act as such, then the Issuer shall designate a new agent in the City of
New York. Any party serving such process on such process agent shall also send a copy of such process
to the Issuer at its registered address, but the failure to do so shall not affect the validity of service on the
process agent. Nothing contained herein shall in any way inhibit the ability of any of the Paying Agent,
the Transfer Agent and/or the Share Registrar to serve process in any other manner or bring actions or
proceedings in such other jurisdictions and in such manner as may be permitted by applicable law.

EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST
EXTENT PERMITTED BY LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.

Section 18. Counterparts.

This Agreement may be executed by the parties hereto in any number of counterparts,
and by each of the parties hereto in separate counterparts, and each such counterpart, when so executed
and delivered, shall be deemed to be an original, but all such counterparts shall together constitute but one
and the same instrument. Delivery of an executed signature page hereto by facsimile or other electronic
means shall be equally effective as delivery of an original signature page.

Section 19. Exhibits.

The exhibits to this Agreement are hereby incorporated and made a part hereof and are an

integral part of this Agreement.

Section 20. No Petition.

The Paying Agent, the Transfer Agent and the Share Registrar, by entering into this
Agreement, each hereby covenant and agree that it will not at any time institute against the Issuer or the
Co-Issuer, or voluntarily join in any institution against the Issuer or the Co-Issuer of, any bankruptcy,
reorganization, arrangement, insolvency or liquidation proceedings, or other proceedings under any
United States federal or state bankruptcy or similar law of any jurisdiction within or without the United
States in connection with any obligations relating to the Preference Shares or this Agreement for a period
of one-year and one-day or, if longer, the preference period then in effect following the Trust Termination
Date; provided, however, nothing herein shall prohibit the filing of proofs of claim in connection with any
such proceeding. The parties hereto agree that they will not amend, modify or waive the provisions of
this Section 20 without the prior consent of the Rating Agencies.

Section 21. Prescription.

Dividends and the Preference Share Redemption Price payable with respect to the
Preference Shares will cease to be payable by the Issuer if such non payment is due to insufficient
instructions (or in the case of the Preference Share Redemption Price, if the share certificates with respect
to the Preference Shares are not presented for payment also) within ten years from the Relevant Date
therefor. "Relevant Date" means the date on which the final payment in respect of the Preference Shares
first becomes due, except that if the full amount of the monies payable has not been duly received by the
Paying Agent on or prior to such due date, it means the date on which such monies have been so received.
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Identification of Preference Shareholders.

On demand of the Issuer, a Holder of a Preference Share will notify the Issuer and the
Paying Agent whether or not the Preference Share is held by a U.S. Person and the name and status of the
Holder as an individual, partnership, corporation, or other entity and such other information the Issuer
shall reasonably request for purposes of tax reporting of the Issuer or other Preference Shareholders.

Section 23. OEF Election.

(a) If required to prevent the withholding and imposition of United States income
tax, the Issuer shall deliver or cause to be delivered a United States Internal Revenue Service Form W-8
to each withholding agent related to an Collateral Debt Security and each issuer of an Eligible Investment
included in the Collateral at the time such Collateral Debt Security or Eligible Investment is purchased by
the Issuer and annually thereafter and as otherwise required by applicable U.S Treasury Regulations.

(b) The Issuer will take all actions necessary in order to permit any holder of equity
in the Issuer, or any Holder of a Preference Share, or any holder of a Note that is or may be characterized
as an equity interest in the Issuer for U.S. federal income tax purposes to make a "qualified electing fund"
election for U.S. federal income tax purposes, including causing any such Person to be provided annually
a timely and complete "PFIC Annual Statement" as described in U.S. Treasury Regulation Section
1.1295-1(g) or any successor thereto, as well as supplying any additional information which such Person
may reasonably request and which is in the possession of the Issuer.

Section 24. Performance of Functions Outside the United States.

The Paying Agent shall perform its functions through an agent or affiliate outside the
United States.

Section 25. Survival of Provisions.

Notwithstanding the satisfaction and discharge of this Agreement, the rights and
obligations of the Issuer, the Paying Agent, the Share Registrar and the Preference Shareholders under
Sections 13, 20, 22, 23 and 26 shall otherwise survive termination of the rights of the parties hereunder.

Section 26. Limited Recourse

Notwithstanding any other provision of this Agreement, the Paying Agent, the Share
Registrar and the Transfer Agent acknowledge that the obligations of the Issuer under this Agreement will
be nonrecourse obligations of the Issuer payable solely from the Collateral in accordance with the Priority
of Payments. Neither the Issuer nor its Affliates, nor any of its respective agents, partners, beneficiaries,
officers, directors, employees or successors or assigns shall be personally liable for any amounts payable,
or performance due, under this Agreement. Following realization of the Collateral and its application in
accordance with the Indenture, any outstanding obligations of the Issuer hereunder shall be extinguished
and shall not thereafter revive. The parties hereto agree that they will not amend, modify or waive the
provisions of this Section 26 without the prior consent of the Rating Agencies.
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IN WITNESS WHEREOF, the parties herto have executed this Preference Share Paying
Agency Agreement as of the day and year first above written.

GEMSTONE CDO VII LTD.

Name:
Title.

DEUTSCHE BANK TRUST COhIPANY AMCAS.
not in its individual capacity but solely as Paying
Agen and Transfer Agent

Name:
Title. Susan Anderson

T Assistant Vice President

By:
Name: Kathleen Ganaway
Title: Assistant Vice President

DEUTSCHB BANI (CAYMAN) LMITED,
as Share Registrar

Name:
Title:

Ga*monc VB- Prchace Stm Paying Agency AV=
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Exhibit A-1

FORM OF SHARE CERTIFICATE

GEMSTONE CDO VII LTD.

Number
-1 1-

Preference Shares
-[ 1-

CUSIP
[ I

Incorporated under the laws of the Cayman Islands
US $845.00 Capital divided into 250 Ordinary Shares

of a nominal par value of US $1.00 per share and
59,500 Preference Shares of a par value of US $0.01 per share

TIES IS TO CERTIFY THAT

is the registered holder of

-[ ] Preference Shares-

in the above-named Company subject to the Memorandum and Articles of Association thereof.

ISSUED BY the said Company on this March 15, 2007.

EXECUTED on behalf of the said Company by:

ATTORNEY

40713-M080 NY:1979434.3 A-1-1
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THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES

A"), OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR ANY
OTHER JURISDICTION, AND MAY BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED
ONLY (A)(1) TO A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED.
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES

ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN
THAT THE RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE

EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (2) IN
AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S
UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE WITH THE
CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER CHARTER
REFERRED TO BELOW AND THE PREFERENCE SHARE PAYING AGENCY AGREEMENT
REFERRED TO BELOW AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES
LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER APPLICABLE
JURISDICTION. THE ISSUER HAS NOT BEEN REGISTERED UNDER THE INVESTMENT
COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"). NO
TRANSFER OF THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST
HEREIN) MAY BE MADE (AND NEITHER THE ISSUER NOR THE TRANSFER AGENT NOR

THE SHARE REGISTRAR NOR PAYING AGENT WILL RECOGNIZE ANY SUCH TRANSFER) IF

(A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT
(WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) THAT IS NOT (I) A

"QUALIFIED PURCHASER" AS DEFINED IN THE INVESTMENT COMPANY ACT, (II) A
"KNOWLEDGEABLE EMPLOYEE" WITH RESPECT TO THE ISSUER WITHIN THE MEANING
OF RULE 3c-5 UNDER THE INVESTMENT COMPANY ACT OR (III) A COMPANY
BENEFICIALLY OWNED EXCLUSIVELY BY ONE OR MORE "QUALIFIED PURCHASERS"

AND/OR "KNOWLEDGEABLE EMPLOYEES" WITH RESPECT TO THE ISSUER, (B) SUCH
TRANSFER WOULD HAVE THE EFFECT OF REQUIRING THE ISSUER OR THE COLLATERAL
TO REGISTER AS AN INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT,
(C) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S. RESIDENT
WHICH IS A FLOW-THROUGH INVESTMENT VEHICLE OTHER THAN A QUALIFYING
INVESTMENT VEHICLE (EACH AS DEFINED IN THE ISSUER CHARTER) OR (D) SUCH
TRANSFER WOULD BE MADE TO A PERSON WHO IS OTHERWISE UNABLE TO MAKE THE

CERTIFICATIONS AND REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER

CERTIFICATE ATTACHED AS AN EXHIBIT TO THE PREFERENCE SHARE PAYING AGENCY
AGREEMENT, DATED AS OF MARCH 15, 2007, MADE AMONG THE ISSUER, THE PAYING

AGENT AND TRANSFER AGENT, AND THE SHARE REGISTRAR (THE "PREFERENCE

SHARE PAYING AGENCY AGREEMENT"). ACCORDINGLY, AN INVESTOR IN THIS
PREFERENCE SHARES MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE

INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO, ON BEHALF OF OR

USING THE ASSETS OF (1) AN EMPLOYEE BENEFIT PLAN SUBJECT TO TITLE I OF ERISA OR

A PLAN SUBJECT TO SECTION 4975 OF THE U.S. INTERNAL REVENUE CODE OF 1986, AS
AMENDED (THE "CODE") (EACH SUCH PLAN, AN "ERISA PLAN"); (U) A COLLECTIVE
INVESTMENT FUND, SEPARATE ACCOUNT OR OTHER ENTITY WHOSE UNDERLYING
ASSETS ARE TREATED AS "PLAN ASSETS" OF AN ERISA PLAN UNDER U.S. DEPARTMENT

OF LABOR REGULATION SECTION 2510.3-101 (A "BENEFIT PLAN INVESTOR"); OR (III) A
PERSON ACTING ON BEHALF OF AN ERISA PLAN AS MODIFIED BY SECTION 3(42) OF
ERISA.

40713-0080 NY:1979434.3 A-1-2
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Exhibit A-2

FORM OF REGULATION S GLOBAL SHARE CERTIFICATE

GEMSTONE CDO VII LTD.

Number
.[ 1-

Preference Shares
-[ 1-

ISIN
I

Incorporated under the laws of the Cayman Islands
US $845.00 Capital divided into 250 Ordinary Shares

of a nominal par value of US $1.00 per share and
59,500 Preference Shares of a par value of US $0.01 per share

THIS IS TO CERTIFY THAT

- CEDE & CO. -

is the registered holder of

-[ J Preference Shares -

in the above-named Company subject to the Memorandum and Articles of Association thereof.

ISSUED BY the said Company on this March 15, 2007.

EXECUTED on behalf of the said Company by:

DIRECTOR

A-2-1
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THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND
WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE "SECURITIES ACT"), OR THE SECURITIES LAWS OF ANY
STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY
BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A)(1) TO A
PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE
SECURITIES ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT, TO
WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR OTHER TRANSFER
IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM SECURITIES ACT
REGISTRATION PROVIDED BY RULE 144A OR (2) IN AN OFFSHORE
TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S UNDER
THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE WITH THE
CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER
CHARTER REFERRED TO BELOW AND THE PREFERENCE SHARE PAYING
AGENCY AGREEMENT REFERRED TO BELOW AND (C) IN ACCORDANCE
WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED
STATES AND ANY OTHER APPLICABLE JURISDICTION. THE ISSUER HAS
NOT BEEN REGISTERED UNDER THE INVESTMENT COMPANY ACT OF 1940,
AS AMENDED (THE "INVESTMENT COMPANY ACT"). NO TRANSFER OF
THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST
HEREIN) MAY BE MADE (AND NEITHER THE ISSUER NOR THE TRANSFER
AGENT NOR THE SHARE REGISTRAR NOR THE PAYING AGENT WILL
RECOGNIZE ANY SUCH TRANSFER) IF (A) SUCH TRANSFER WOULD BE
MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT (WITHIN THE MEANING
OF THE INVESTMENT COMPANY ACT) THAT IS NOT (1) A "QUALIFIED
PURCHASER" AS DEFINED IN THE INVESTMENT COMPANY ACT, (II) A
"KNOWLEDGEABLE EMPLOYEE" WITH RESPECT TO THE ISSUER WITHIN
THE MEANING OF RULE 3c-5 UNDER THE INVESTMENT COMPANY ACT OR
(III) A COMPANY BENEFICIALLY OWNED EXCLUSIVELY BY ONE OR MORE
"QUALIFIED PURCHASERS" AND/OR "KNOWLEDGEABLE EMPLOYEES" WITH
RESPECT TO THE ISSUER, (B) SUCH TRANSFER WOULD HAVE THE EFFECT
OF REQUIRING THE ISSUER OR THE COLLATERAL TO REGISTER AS AN
INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT, (C)
SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S.
RESIDENT WHICH IS A FLOW-THROUGH INVESTMENT VEHICLE OTHER
THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED IN THE
ISSUER CHARTER) OR (D) SUCH TRANSFER WOULD BE MADE TO A PERSON
WHO IS OTHERWISE UNABLE TO MAKE THE CERTIFICATIONS AND
REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER
CERTIFICATE ATTACHED AS AN EXHIBIT TO THE PREFERENCE SHARE
PAYING AGENCY AGREEMENT, DATED AS OF MARCH 15, 2007, MADE
AMONG THE ISSUER, THE PAYING AGENT AND TRANSFER AGENT AND THE
SHARE REGISTRAR (THE "PREFERENCE SHARE PAYING AGENCY
AGREEMENT"). ACCORDINGLY, AN INVESTOR IN THIS PREFERENCE
SHARES MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE
INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO, ON
BEHALF OF OR USING THE ASSETS OF (1) AN EMPLOYEE BENEFIT PLAN
SUBJECT TO TITLE I OF ERISA OR A PLAN SUBJECT TO SECTION 4975 OF
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THE U.S. INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE"CODE")
(EACH SUCH PLAN, AN "ERISA PLAN"); (I) A COLLECTIVE INVESTMENT
FUND, SEPARATE ACCOUNT OR OTHER ENTITY WHOSE UNDERLYING
ASSETS ARE TREATED AS "PLAN ASSETS" OF AN ERISA PLAN UNDER U.S.
DEPARTMENT OF LABOR REGULATION SECTION 2510.3-101 (A "BENEFIT
PLAN INVESTOR"); (Ill) A PERSON ACTING ON BEHALF OF AN ERISA PLAN
OR; OR (IV) UNLESS NONE OF ITS ASSETS COULD BE DEEMED TO INCLUDE
"PLAN ASSETS" SUBJECT TO TITLE I OF ERISA OR SECTION 4975 OF THE
CODE, ANY OTHER BENEFIT PLAN INVESTOR.

A-2-3
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Exhibit B
INVESTOR LETTER FOR PREFERENCE SHARES

March 15, 2007

(1) Deutsche Bank Trust Company Americas
1761 East St. Andrew Place
Santa Ana, California 92705

(2) Gemstone CDO VII Ltd.
c/o Deutsche Bank (Cayman) Limited,
P.O. Box 1984
Grand Cayman KY1-1 104,
Cayman Islands
Facsimile: (345) 949 8244
Telephone: (345) 949 5223
Attention: Directors

(3) [Deutsche Bank Securities Inc.
60 Wall Street, New York
New York 10005
Attention: Global Markets/CDO Group]

Re: Gemstone CDO VII Ltd. Preference Shares

Ladies and Gentlemen:

The undersigned proposes to purchase the Preference Shares identified below issued by Gemstone CDO
VII Ltd. (the "Issuer"), pursuant to its articles of incorporation (the "Articles"), certain resolutions of its
board of directors passed prior to the issue of the Preference Shares (the "Resolutions") and the
Preference Share Paying Agency Agreement, to be dated as of March 15, 2007 (together the "Preference
Share Documents"), between the Issuer, Deutsche Bank Trust Company Americas, as Paying Agent (the
"Paying Agent"), and Deutsche Bank (Cayman) Limited, as Share Registrar (the "Share Regstrar").

Capitalized terms used in this letter which are not defined herein bear the same meanings as in the
Preference Share Paying Agency Agreement. In connection with our proposed purchase of such
Preference Shares we acknowledge, represent, agree and confirm that:

(1) The Preference Shares have not been approved or disapproved by the SEC or
any other governmental authority or agency of any jurisdiction, nor has the SEC or any other
governmental authority or agency passed upon the accuracy or adequacy of this Offering Circular
and any representation to the contrary is a criminal offense.

(2) If required by the Preference Share Documents, we will, prior to any sale, pledge
or other transfer by us of any Preference Shares (or any interest therein), obtain from the
transferee and deliver to the Issuer and the Share Registrar a duly executed transferee certificate
addressed to each of the Administrator or the Issuer in the form of the relevant exhibit attached to
the Preference Share Paying Agency Agreement and such other certificates and other information
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as the Issuer or the Share Registrar may reasonably require to confirm that the proposed transfer
substantially complies with the transfer restrictions contained in the Preference Share Documents.

(3) No Preference Shares (or any interest therein) may be sold, pledged or otherwise
transferred unless such transfer is done in minimum lots of 200 shares and integral multiples of 1
share in excess thereof. In addition, Preference Shares sold to an initial Holder in reliance on
Regulation 144A under the Securities Act ("Rule 144A Preference Shares") will be issued in
fully registered, definitive form and will be transferable only by delivery of the certificates
representing such Preference Shares and a duly executed instrument of transfer signed by the
transferor.

(4) The Preference Shares have not been registered under the Securities Act and,
therefore, cannot be offered or sold in the United States or to U.S. Persons (as defined in Rule
902(k) promulgated under the Securities Act) unless they are registered under the Securities Act
or unless an exemption from registration is available. We understand that the Issuer has no
obligation to register any of the Preference Shares under the Securities Act or to comply with the
requirements for any exemption from the registration requirements of the Securities Act (other
than to supply information specified in Rule 144A(d)(4) of the Securities Act as required by the
Preference Share Paying Agency Agreement).

*(5) We (a) are a Qualified Institutional Buyer acquiring the Preference Shares for our
own account for investment purposes and not with a view to the distribution thereof (except in
accordance with Rule 144A) or (b) (i) are not a U.S. Person (as defined in Regulation S) and are
purchasing such Preference Shares for our own account and not for the account or benefit of a
U.S. Person and (ii) understand that prior to the end of the Distribution Compliance Period,
interests in a Preference Share sold to an initial Holder who is a non-U.S. Person pursuant to
Regulation S under the Securities Act ("Regulation S Preference Share") may only be held
through Euroclear or Clearstream.

*(6) We (a) have such knowledge and experience in financial and business matters
that we are capable of evaluating the merits and risks (including for tax, legal, regulatory,
accounting and other financial purposes) of our prospective investment in Preference Shares, (b)
are financially able to bear such risk, (c) in making such investment are not relying on the advice
or recommendations of the Initial Purchaser, the Issuer, the Collateral Manager or any of their
respective affiliates (or any representative of any of the foregoing) and (d) have determined that
an investment in Preference Shares is suitable and appropriate for us. We have received, and
have had an adequate opportunity to review the contents of, the Offering Circular dated March
13, 2007 related to the Preference Shares. We have had access to such financial and other
information concerning the Issuer, the Preference Shares as we have deemed necessary to make
our own independent decision to purchase Preference Shares, including the opportunity, at a
reasonable time prior to our purchase of Preference Shares, to ask questions and receive answers
concerning the Issuer and the terms and conditions of the offering of the Preference Shares.

(7) No Preference Shares (or any interest therein) may be offered, sold, pledged or
otherwise transferred to (a) a transferee acquiring Rule 144A Preference Shares except to a
transferee whom the seller reasonably believes is a qualified institutional buyer (as defined in
Rule 144A) (a "Qualified Institutional Buyer"), to whom notice is given that the resale, pledge
or other transfer is being made in reliance on the exemption from the registration requirements of
the Securities Act provided by Rule 144A or another exemption from the registration
requirements of the Securities Act (subject to the delivery of such certifications, legal opinions or
other information as the Issuer may reasonably require to confirm that such transfer is being made
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pursuant to an exemption from, or in a transaction not subject to, the registration requirements of
the Securities Act), (ii) to a transferee that is a Qualified Purchaser or is not a U.S. resident
(within the meaning of the Investment Company Act), (iii) to a transferee that is not a Flow-
Through Investment Vehicle (other than a Qualifying Investment Vehicle), (iv) if such transfer is
made in compliance with the certification and other requirements set forth in the Issuer Charter
and (v) if such transfer is made in accordance with any applicable securities laws of any state of
the United States and any other relevant jurisdiction or (b) a transferee acquiring an interest in a
Regulation S Preference Share except (i) to a transferee that is acquiring such interest in an
offshore transaction (within the meaning of Regulation S) in accordance with Rule 904 of
Regulation S, (ii) to a transferee (other than any transferee who acquires an interest in a
Regulation S Preference Share after the end of the Distribution Compliance Period in an offshore
transaction in accordance with Rule 904 of Regulation S) that is not a U.S. resident (within the
meaning of the Investment Company Act) unless such transferee is a Qualified Purchaser, (iii) to
a transferee (other than any transferee who acquires an interest in a Regulation S Preference
Share after the end of the Distribution Compliance Period in an offshore transaction in
accordance with Rule 904 of Regulation S) that is not a U.S. resident (within the meaning of the
Investment Company Act) or a transferee that is not a Flow-Through Investment Vehicle (other
than a Qualifying Investment Vehicle), (iv) if such transfer is made in compliance with the other
requirements set forth in the Issuer Charter and (v) if such transfer is made in accordance with
any applicable securities laws of any state of the United States and any other relevant jurisdiction.

*(8) There is no market for Preference Shares and that no assurance can be given as to
the liquidity of any trading market for Preference Shares and that it is unlikely that a trading
market for any of the Preference Shares will develop. We further understand that, although the
Initial Purchaser may from time to time make a market in Preference Shares, the Initial Purchaser
is under no obligation to do so and, following the commencement of any market-making, may
discontinue the same at any time. Accordingly, we are prepared to hold Preference Shares for an
indefinite period of time or until their maturity.

(9) We either (a) are not a U.S. resident (within the meaning of the Investment
Company Act) or (b) are a Qualified Purchaser. No sale, pledge or other transfer of Preference
Shares (or any interest therein) may be made (a) unless such transfer is made to a transferee who,
if a U.S. resident (within the meaning of the Investment Company Act) (other than any transferee
who acquires an interest in Regulation S Preference Shares after the end of the Distribution
Compliance Period in an offshore transaction in accordance with Rule 904 of Regulation S), is a
Qualified Purchaser or (b) if such transfer would have the effect of requiring the Issuer or the

Collateral to register as an investment company under the Investment Company Act. If we are a
U.S. resident, being an entity that would be an investment company but for the exception
provided for in Section 3(c)(1) or Section 3(cX7) of the Investment Company Act (any such
entity, an "excepted investment company"): (x) all of the beneficial owners of outstanding
securities (other than short-term paper) issued by us (such beneficial owners determined in
accordance with Section 3(c)(1)(A) of the Investment Company Act) that acquired such securities
on or before April 30, 1996 ("pre-amendment beneficial owners"); and (y) all pre-amendment
beneficial owners of the outstanding securities (other than short-term paper) of any excepted
investment company that, directly or indirectly, owns any outstanding securities issued by us,
have consented to our treatment as a Qualified Purchaser in accordance with the Investment
Company Act.

The Preference Share Documents provide that if, notwithstanding the restrictions on
transfer contained therein, the Issuer determines that any beneficial owner of Rule 144A
Preference Shares (A) is a U.S. Person (within the meaning of Regulation S under the Securities
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Act) and (B) is not both (i) a Qualified Institutional Buyer and (ii) a Qualified Purchaser, then the
Issuer may require, by notice to such Holder, that such Holder sell all of its right, title and interest
to such Rule 144A Preference Shares to a Person that is both (i) a Qualified Institutional Buyer
and (ii) a Qualified Purchaser, with such sale to be effected within 30 days after notice of such
sale requirement is given. If such beneficial owner fails to effect the transfer required within such
30-day period, (i) upon direction from the Collateral Manager or the Issuer, the Share Registrar,
on behalf of and at the expense of the Issuer, shall cause such beneficial owner's interest in such
Preference Share to be transferred in a commercially reasonable sale (conducted by an investment
banker selected by the Paying Agent in accordance with Section 9-610(b) of the Uniform
Commercial Code as in effect in the State of New York as applied to securities that are sold on a
recognized market or that may decline speedily in value) to a person that certifies to the Share
Registrar, the Issuer and the Collateral Manager, in connection with such transfer, that such
person is both (i) a Qualified Institutional Buyer and (ii) a Qualified Purchaser and (b) pending
such transfer, no further payments will be made in respect of such Preference Shares held by such
beneficial owner.

(10) No Preference Share may be purchased or transferred to, on behalf of or using
the assets of (i) an employee benefit plan subject to Title I of ERISA or a plan subject to Section
4975 of the U.S. Internal Revenue Code of 1986, as amended (the"Code") (each such plan, an
"ERISA Plan"); (ii) a collective investment fund, separate account or other entity whose
underlying assets are treated as "Plan Assets" of an ERISA Plan under U.S. Department of Labor
Regulation Section 2510.3-101 as modified by Section 3(42) of ERISA (a "Benefit Plan
Investor"); or (iii) a person acting on behalf of an ERISA Plan.

(11) We represent that, unless we are a Qualifying Investment Vehicle (as defined
below), (a) if we would be an investment company but for the exception in Section 3(c)(1) or
Section 3(c)(7) of the Investment Company Act, the amount of our investment in the Preference
Shares does not exceed 40% of our total assets (determined on a consolidated basis with our
subsidiaries); (b) no person owning any equity or similar interest in us has the ability to control
our investment decisions or to determine, on an investment-by-investment basis, the amount of
such person's contribution to any investment made by us; (c) we were not organized or
reorganized for the specific purpose of acquiring Preference Shares; and (d) no additional capital
or similar contributions were specifically solicited from any person owning an equity or similar
interest in us for the purpose of enabling us to purchase Preference Shares (any such entity in (a),
(b), (c) or (d) above being herein referred to as a "Flow-Through Investment Vehicle"). For
this purpose, a "Oualifying Investment Vehicle" is an entity (i) as to which all of the beneficial
owners of any securities issued by an entity have made, and as to which (in accordance with the
document pursuant to which such entity was organized or the agreement or other document
governing such securities) each such beneficial owner must require any transferee of any such
security to make, to the Issuer and the Share Registrar each of the representations set forth herein
and in the Preference Share Paying Agency Agreement required to be made upon transfer of any
Preference Shares. If we are a Flow-Through Investment Vehicle, we represent and warrant that
either (a) none of the beneficial owners of our securities are U.S. residents (within the meaning of
the Investment Company Act) or (b) some or all of the beneficial owners of our securities are
U.S. residents (within the meaning of the Investment Company Act) and each such beneficial
owner has certified to us that it is a Qualified Purchaser. If we are a Flow-Through Investment
Vehicle, we also represent and warrant that we have only one class of securities outstanding
(other than any nominal share capital the distributions in respect of which are not correlated to or
dependent upon distributions on, or the performance of, the Preference Shares).
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(12) No Reg Y Institution may transfer any Preference Shares held by it to any person
other than (a) a person or group of persons under common control that controls the Issuer without
reference to any Preference Shares transferred to such person or group by such Reg Y Institution
(a "Controlling Party"), (b) a person or persons designated by a Controlling Party, (c) in a
widespread public distribution as part of a public offering, (d) in amounts such that, after giving
effect thereto, no single transferee and its affiliates will hold more than 2% of the aggregate
number of Preference Shares (including all options, warrants and similar rights exercisable or
convertible into Preference Shares) or (e) as otherwise permitted by applicable U.S. Federal
banking law and regulations.

(13) We are not a member of the public in the Cayman Islands.

(14) A legend in substantially the following form will be placed on each certificate
representing any Preference Shares:

THE PREFERENCE SHARES REPRESENTED HEREBY HAVE NOT BEEN AND
WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED (THE "SECURITIES ACT"), OR THE SECURITIES LAWS OF ANY
STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY
BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A)(1) TO A
PERSON WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE
SECURITIES ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT, TO
WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR OTHER TRANSFER
IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM SECURITIES ACT
REGISTRATION PROVIDED BY RULE 144A OR (2) IN AN OFFSHORE
TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S UNDER
THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE WITH THE
CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE ISSUER
CHARTER REFERRED TO HEREIN AND THE PREFERENCE SHARE PAYING
AGENCY AGREEMENT REFERRED TO BELOW AND (C) IN ACCORDANCE
WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED
STATES AND ANY OTHER APPLICABLE JURISDICTION. THE ISSUER HAS
NOT BEEN REGISTERED UNDER THE INVESTMENT COMPANY ACT OF 1940,
AS AMENDED (THE "INVESTMENT COMPANY ACT"). NO TRANSFER OF
THE PREFERENCE SHARES REPRESENTED HEREBY (OR ANY INTEREST
HEREIN) MAY BE MADE (AND NEITHER THE ISSUER NOR THE TRANSFER
AGENT NOR THE SHARE REGISTRAR NOR THE PAYING AGENT WILL
RECOGNIZE ANY SUCH TRANSFER) IF (A) SUCH TRANSFER WOULD BE
MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT (WITHIN THE MEANING
OF THE INVESTMENT COMPANY ACT) THAT IS NOT (1) A "QUALIFIED
PURCHASER" AS DEFINED IN THE INVESTMENT COMPANY ACT, (II) A
"KNOWLEDGEABLE EMPLOYEE" WITH RESPECT TO THE ISSUER WITHIN
THE MEANING OF RULE 3c-5 UNDER THE INVESTMENT COMPANY ACT OR
(III) A COMPANY BENEFICIALLY OWNED EXCLUSIVELY BY ONE OR MORE
"QUALIFIED PURCHASERS" AND/OR "KNOWLEDGEABLE EMPLOYEES" WITH
RESPECT TO THE ISSUER, (B) SUCH TRANSFER WOULD HAVE THE EFFECT
OF REQUIRING THE ISSUER OR THE COLLATERAL TO REGISTER AS AN
INVESTMENT COMPANY UNDER THE INVESTMENT COMPANY ACT, (C)
SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S.
RESIDENT WHICH IS A FLOW-THROUGH INVESTMENT VEHICLE OTHER

40713-0080 NY:1979434.3 B-5

Confidential Treatment Requested GEM7-00001123

Footnote Exhibits  - Page 1625



THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED IN THE
ISSUER CHARTER) OR (D) SUCH TRANSFER WOULD BE MADE TO A PERSON
WHO IS OTHERWISE UNABLE TO MAKE THE CERTIFICATIONS AND
REPRESENTATIONS REQUIRED BY THE APPLICABLE TRANSFER
CERTIFICATE ATTACHED AS AN EXHIBIT TO THE PREFERENCE SHARE
PAYING AGENCY AGREEMENT, DATED AS OF MARCH 15, 2007, MADE
AMONG THE ISSUER, THE PAYING AGENT AND TRANSFER AGENT AND THE
SHARE REGISTRAR (THE "PREFERENCE SHARE PAYING AGENCY
AGREEMENT"). ACCORDINGLY, AN INVESTOR IN THIS PREFERENCE
SHARES MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THE
INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

NO PREFERENCE SHARE MAY BE PURCHASED OR TRANSFERRED TO, ON
BEHALF OF OR USING THE ASSETS OF (1) AN EMPLOYEE BENEFIT PLAN
SUBJECT TO TITLE I OF ERISA OR A PLAN SUBJECT TO SECTION 4975 OF
THE U.S. INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE "CODE")
(EACH SUCH PLAN, AN "ERISA PLAN"); (II) A COLLECTIVE INVESTMENT
FUND, SEPARATE ACCOUNT OR OTHER ENTITY WHOSE UNDERLYING
ASSETS ARE TREATED AS "PLAN ASSETS" OF AN ERISA PLAN UNDER U.S.
DEPARTMENT OF LABOR REGULATION SECTION 2510.3-101 AS MODIFIED
BY SECTION 3(42) OF ERISA (A "BENEFIT PLAN INVESTOR"); OR (Ill) A
PERSON ACTING ON BEHALF OF AN ERISA PLAN.

(15) Our Taxpayer Identification Number is .

(16) We hereby certify that we [check onel _ are are not an Affiliate (as
defined in the Indenture) or nominee of the Paying Agent, the Issuer, the Co-Issuer or a nominee of an
Affiliate of any of them. We [check onel are __are not an Affiliate of the Collateral Manager.

[(17) We agree not to engage in hedging transactions with regard to the Preference
Shares unless we are thereby in compliance with the Securities Act.]

(18) We agree to provide the Paying Agent in writing with any additional registration,
payment and delivery information as the Trustee may reasonably request.

Very truly yours,

(Name of Investor)

By:
Name:
Title:

PREFERENCE SHARES TO BE PURCHASED

/ U.S.$ aggregate principal amount of Preference Shares

* Note: the paragraphs (5), (6) and (8) are to be deleted for all purchasers other than the initial
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purchaser. Paragraphs (7) to (14) are to be renumbered as the new paragraphs (5) to (11) accordingly
with the following added as the new paragraphs (12) and (13):-

"(12) In the case where we are a transferee taking delivery of Rule 144A Preference Shares, we (i) are
both (x) a Qualified Institutional Buyer and (y) a Qualified Purchaser; (ii) are not a dealer described in
paragraph (a)(1)(ii) of Rule 144A unless we own and invest on a discretionary basis at least
U.S.$25,000,000 in securities of issuers that are not affiliated persons of the dealer; (iii) are not a plan
referred to in paragraph (aXlXi)(D) or (aXl)(i)(E) of Rule 144A, or a trust fund referred to in paragraph
(a)(1)(i)(F) of Rule 144A that holds the assets of such a plan, unless investment decisions with respect to
the plan are made solely by the fiduciary, trustee or sponsor of such plan; (iv) will provide written notice
of the foregoing, and of any applicable restrictions on transfer, to any transferee, (v) are aware that the
sale to us is being made in reliance on Rule 144A or another exemption from the registration
requirements of the Securities Act; and (vi) are acquiring such Preference Shares for our own account;
provided that if we are a transferee of Preference Shares (or interest therein) acquiring pursuant to a
transfer made in accordance with exemption from the registration requirements of the Securities Act
other than Rule 144A (subject to the delivery of such certifications, legal opinions or other information
as the Issuer may reasonably require to confirm that such transfer is being made pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act),
we need not make any of the foregoing representations relating to Rule 144A. In the case where we are
a transferee taking delivery of Regulation S Preference Shares, we (i) are acquiring such Regulation S
Preference Shares in an offshore transaction in accordance with Rule 904 of Regulation S, (ii) are
acquiring such Regulation S Preference Shares for our own account, (iii) are not acquiring, and have not
entered into any discussions regarding our acquisition of, such Regulation S Preference Shares while we
are in the United States or any of its territories or possessions, (iv) understand that such Regulation S
Preference Shares are being sold without registration under the Securities Act by reason of an exemption
that depends, in part, on the accuracy of these representations, (v) understand that such Regulation S
Preference Shares may not, absent an applicable exemption, be transferred without registration and/or
qualification under the Securities Act and applicable state securities laws and the laws of any other
applicable jurisdiction and (vi) understand that prior to the end of the Distribution Compliance Period,
interests in Regulation S Preference Shares may only be held through Euroclear or Clearstream. In
addition, we enclose or will, prior to the transfer of the Preference Shares to us, deliver to you, with a
copy to the Share Registrar, an executed certificate in the appropriate form attached to the Preference
Share Paying Agency Agreement, if so required by the Preference Share Paying Agency Agreement.

(13) We acknowledge that the foregoing acknowledgements, representations and agreements will be
relied upon by you and the Transfer Agent for the purpose of determining our eligibility to purchase
Preference Shares. We agree to provide, if requested, any additional information that may be required
to substantiate our status as a Qualified Institutional Buyer or our eligibility for an exception under the
Investment Company Act, to determine compliance with ERISA and/or Section 4975 of the Code or to
otherwise determine our eligibility to purchase Preference Shares.",

and the paragraphs (15) to [(18)] renumbered as the new paragraphs (14) to [(1 7)] accordingly.
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Exhibit C

FORM OF RULE 144A TRANSFEROR CERTIFICATE

[_], 2007

(1) Deutsche Bank Trust Company Americas
1761 East St. Andrew Place
Santa Ana, California 92705

(2) Gemstone CDO VII Ltd.
c/o Deutsche Bank (Cayman) Limited,
P.O. Box 1984 .
Grand Cayman KY1-1104,
Cayman Islands
Facsimile: (345) 949 8244
Telephone: (345) 949 5223
Attention: Directors

(3) [Deutsche Bank Securities Inc.
60 Wall Street, New York
New York 10005
Attention: Global Markets/CDO Group]

Re: Gemstone CDO VII Ltd. Preference Shares

Ladies and Gentlemen:

Reference is hereby made to the Preference Share Paying Agency Agreement, dated as of March
15, 2007, as amended and supplemented from time to time (the "Preference Share Paying Agency
Agreement") among Gemstone CDO VII Ltd. (the "Issuer"), Deutsche Bank Trust Company Americas,
as paying agent and transfer agent, and Deutsche Bank (Cayman) Limited, as Share Registrar.
Capitalized terms used but not defined herein shall have the meanings given to them in the Preference
Share Paying Agency Agreement.

This letter relates to Preference Shares (the "Preference Shares") of the Issuer

which are registered in the name of [insert name of transferor] (the "Transferor"). The Transferor has
requested a transfer of such Preference Shares for Preference Shares registered in the name of [insert
name of transferee].

In connection with such request, and in respect of such Preference Shares, the Transferor does
hereby certify that such Preference Shares are being transferred in accordance with (i) the transfer
restrictions set forth in Section 8 of the Preference Share Paying Agency Agreement and the Preference
Shares and (ii) Rule 144A under the Securities Act to a transferee that the Transferor reasonably believes
is purchasing the Preference Shares for its own account or an account with respect to which the transferee
exercises sole investment discretion and the transferee and any such account is a "qualified institutional
buyer" within the meaning of Rule 144A, and such transferee is aware that the sale, pledge or other
transfer to it is being made in reliance upon Rule 144A, and (iii) any applicable securities laws of any
state of the United States or any other jurisdiction.
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[Insert Name of Transferor]

By-
Name:
Title:

Dated:
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Exhibit D

FORM OF REGULATION S TRANSFEROR CERTIFICATE

L 2007

(1) Deutsche Bank Trust Company Americas
1761 East St. Andrew Place
Santa Ana, California 92705

(2) Gemstone CDO VII Ltd.
do Deutsche Bank (Cayman) Limited,
P.O. Box 1984
Grand Cayman KYI-1 104,
Cayman Islands
Facsimile: (345) 949 8244
Telephone: (345) 949 5223
Attention: Directors

(3) [Deutsche Bank Securities Inc.
60 Wall Street, New York
New York 10005
Attention: Global Markets/CDO Group]

Re: GEMSTONE CDO VII Ltd. Preference Shares

Ladies and Gentlemen:

Reference is hereby made to the Preference Share Paying Agency Agreement, dated as of
March 15, 2007 (the "Preference Share Paying Agency Agreement"), among Gemstone CDO VII Ltd.
(the "Isse"), Deutsche Bank Trust Company Americas, as paying agent and transfer agent, and
Deutsche Bank (Cayman) Limited, as Share Registrar. Capitalized tems used but not defined herein
shall have the meanings assigned to them in the Preference Share Paying Agency Agreement. Other
terms shall have the meanings assigned to them in Regulation S under the U.S. Securities Act of 1933, as
amended (the "Securities Act").

This letter relates to Preference Shares (the "Preference Shares") of the

Issuer which are held in the registered name of [insert name of transferor] (the "Transferor"). The
Transferor has requested a transfer of such Preference Shares for Preference Shares registered in the name
of [insert name of transferee].

In connection with such request and in respect of such Preference Shares, the Transferor
does hereby certify that such transfer has been effected in accordance with the transfer restrictions set
forth in Section 8 of the Preference Share Paying Agency Agreement and the Preference Shares and
pursuant to and in accordance with Regulation S under the Securities Act, and accordingly the Transferor
does hereby certify that:

(1) the offer of the Preference Shares was not made to a person in the United States;
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[(2) at the time the buy order was originated, the transferee was outside the United
States or the Transferor and any person acting on its behalf reasonably believed
that the transferee was outside the United States;]*

[(2) the transaction was executed in, on or through the facilities of a designated
offshore securities market and neither the Transferor nor any person acting on its
behalf knows that the transaction was prearranged with a buyer in the United
States;]*

*Insert one of these provisions.

(3) no directed selling efforts have been made in contravention of the requirements
of Rule 903(b) or 904(b) of Regulation S, as applicable; and

(4) the transaction is not part of a plan or scheme to evade the registration
requirements of the Securities Act.

[Insert Name of Transferor]

Dated:

40713-00080 NY:1979434-3

By
Name:
Title:

D-2
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An extra section break has been inserted above this paragraph. Do not delete this section break if you plan
to add text after the Table of Contents/Authorities. Deleting this break will cause Table of
Contents/Authorities headers and footers to appear on any pages following the Table of
Contents/Authorities.
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15 March, 2007

DEUTSCHE BANK (CAYMAN) LIMITED

and

GEMSTONE CDO VII LTD.

AMENDED AND RESTATED

ADMINISTRATION AGREEMENT

MAPLES and CALDER

DMC/624524/11236870v3

I Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1359

GEM7-00001223
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THIS AMENDED AND RESTATED ADMINISTRATION AGREEMENT is made this 15'
day of March, 2007.

BETWEEN:

(1) GEMSTONE CDO VII LTD., a company incorporated in the Cayman Islands, the
registered office of which is at PO Box 1984, George Town, Grand Cayman KY1-1104,
Cayman Islands (the "Company"); and

(2) DEUTSCHE BANK (CAYMAN) LIMITED, the principal office of which is at PO
Box 1984, George Town, Grand Cayman KY1-1104, Cayman Islands (the
"Administrator").

WHEREAS:

(A) The Company and the Administrator executed an Administration Agreement on 20
October, 2006 (the "Original Administration Agreement") and intend to amend and
restate that agreement in its entirety by replacing it with this amended and restated
Administration Agreement (as amended and restated, the "Administration Agreement").

(B) The Company has been established for the purpose of (i) issuing Notes (the "Notes") in
accordance with the terms and conditions thereof (the "Conditions") as constituted by the
Indenture (the "Indenture") to be entered into by the Company, Gemstone CDO VII
Corp. and Deutsche Bank Trust Company Americas as trustee (in such capacity, the
"Notes Trustee") and as securities intermediary, (ii) issuing preference shares (the
"Preference Shares") on or about the date hereof in accordance with a preference share
paying agency agreement among the Company, Deutsche Bank Trust Company Americas
as preference share paying agent (in such capacity, the "Preference Share Paying
Agent") and as transfer agent and Deutsche Bank (Cayman) Limited as share registrar
(the "Preference Share Paying Agency Agreement"), (iii) purchasing a diversified
portfolio of securities and other assets and (iv) entering into ancillary documents and
arrangements in respect thereof including any warehousing arrangements prior to the
issue of the Notes and Preference Shares (the "Business").

(B) The Company has requested the Administrator to provide in the Cayman Islands certain
management, administrative and related services which the Administrator has agreed to
do subject to the terms and conditions hereinafter appearing.

(C) Terms used herein and not otherwise defined herein shall have the meanings ascribed to
them in the Indenture and/or the Preference Share Paying Agency Agreement.
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IT IS AGREED as follows:

1 APPOINTMENT OF ADMINISTRATOR

The Company hereby retains the Administrator and the Administrator agrees to provide such
services as are hereinafter set forth for the period from the date the directors of the Company
were appointed pursuant to sub-clause 2.4 below to the date on which the Company is dissolved
or the date on which this Agreement is terminated in accordance with Clause 7, if earlier.

2 SERVICES TO BE PROVIDED

The Administrator hereby agrees to perfon and provide the services necessary and appropriate
to the management of the Business in and from within the Cayman Islands as follows:

2.1 to provide signatories on the Company's bank accounts from among the Administrator's
employees;

2.2 to prepare and maintain such books and records in the Cayman Islands as may be
required in the normal course of the Business and as may be agreed between the parties
and in order to comply with any laws or regulations of the Cayman Islands and in such
form and manner as may be agreed upon from time to time;

2.3 to deal with correspondence relating to the Business;

2.4 to provide the services of two or more directors of the Company in the Cayman Islands;

2.5 to provide a company secretary if required;

2.6 to provide registered office facilities to the company on the Administrator's standard
terms and conditions in effect from time to time;

2.7 to make available non-exclusive telephone, facsimile and postal address or post office

box facilities and within its premises such non-exclusive space as may be necessary for
the purposes of the Business and in particular but without limitation facilities for
meetings of the directors from time to time,

2.8 not to undertake actions inconsistent with the terms of the Memorandum and Articles of

Association of the Company, the Indenture, the Preference Share Paying Agency
Agreement and all other agreements to which the Company is a party and copies of
which have been provided to the Administrator and, without prejudice to the foregoing,
not to enter into, on behalf of the Company, any commitments, loans or obligations or
charge, mortgage, pledge, encumber or otherwise restrict or dispose of the Company's
property or assets other than as contemplated by the Business and generally not to take
any action regarding the Business inconsistent with the Conditions , the Indenture and the
Preference Share Paying Agency Agreement;
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2.9 to keep confidential all documents, materials and other information relating to the
Business and not to disclose any of the aforesaid without the prior consent of the
Company unless it is necessary to protect the interests of the Administrator or pursuant to
an order of any court or authority with jurisdiction over the Administrator or the
Company or as contemplated by the Conditions, the Indenture or any other document
relating or ancillary to the issue of the Notes;

2.10 to perform all services and take all actions in connection with this agreement in or from
within the Cayman Islands; and

2.11 to act as share registrar as defined in and pursuant to the Preference Share Paying Agency
Agreement, in which such capacity the Administrator shall:

2.11.1 maintain the Register of Members of the Company (the "Register") in
accordance with Cayman Islands law and the articles of association of the
Company (the "Articles") and the Preference Share Paying Agency
Agreement;

2.11.2 receive requests from holders of the Company's shares, forwarded by the
transfer agent appointed by the Company pursuant to the Preference Share
Paying Agency Agreement or from the Notes Trustee for transfers of shares of
the Company, including Preference Shares, and deal therewith in accordance
with the provisions of the Articles and the resolutions of the directors of the
Company and the Preference Share Paying Agency Agreement;

2.11.3 in relation to such requests for transfers of shares, subject to receipt of the
relevant share certificates, duly completed forms of transfer in a form
acceptable to the Administrator, the Administrator will register such transfer
by making the necessary entries on the Register, and will prepare new
certificates for such shares, cancel any old certificates for the shares and
forward new share certificates to the transfer agent or directly to the
shareholders on behalf of the Company;

2.11.4 at any time during business hours, permit any duly appointed agent or
representative of the Company and any person entitled to inspect pursuant to
the Preference Share Paying Agency Agreement, at the expense of the
Company, to inspect the Register or other documents or records kept by and in
the possession of the Administrator and give such agent or representative
during business hours all information, explanations and assistance as such
agent or representative may reasonably require;

2.11.5 safeguard the Register and documents in connection therewith and enter on
such Register all original issues or allotments of shares and all transfers,
redemptions and repurchases of such shares, all in accordance with the
provisions of the Articles and the resolutions passed by the Company and
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prepare all such lists of shareholders of the Company as may be required by
the directors;

2.11.6 send as promptly as reasonably possible to all shareholders copies of all
notices received from the Preference Share Paying Agent or the Notes Trustee
for forwarding to the shareholders;

2.11.7 upon request at any reasonable time, provide to the Notes Trustee, the
Preference Share Paying Agent, the Company and any other agent of the
Company or person entitled thereto under any contract entered into with the
Company a current list of Preference Shareholders as reflected in the Register;
and

2.11.8 not be required to investigate or determine whether any holder or transferee is
entitled to hold any shares under any applicable securities or other laws or
otherwise satisfies any particular requirements imposed under the Articles or
any other document (other than as required in sub-clause 2.11.3).

3 FEES

3.1 The Company shall pay the Administrator an initial documentation fee of US$4,000.

3.2 The Company shall pay the Administrator a base fee of US$7,000 per annum (prorated
for part years but subject to a minimum of 50% of such amount) payable on the date
hereof and annually thereafter in advance on 1st January in each year. The base fee may
be increased by the Administrator as set out in sub-clauses 3.5 and 3.6.

3.3 To provide the registered office of the Company in the Cayman Islands, the Company
shall pay the Administrator a base fee of US$1,000 per annum (prorated for part years but
subject to a minimum of 50% of such amount) payable on the date hereof and annually
thereafter in advance on 1st January in each year. The base fee may be increased by the
Administrator as set out in sub-clauses 3.5 and 3.6.

3.4 The Company shall pay to the Administrator to act as the Company's share registrar an
annual fee of US$2,000 (prorated for part years but subject to a minimum of 50% of such
amount) payable on the date hereof and annually thereafter in advance on 1st January in
each year. The annual fee may be increased by the Administrator as set out in sub-
clauses 3.5 and 3.6.

3.5 The fees set forth in sub-clauses 3.2, 3.3 and 3.4 above shall apply for a period of five (5)
years from the date hereof. The amount payable in each succeeding period of five (5)
years shall be as agreed by the parties or, failing such agreement by the end of the
preceding period, shall be the amount determined by the Administrator after applying the
aggregate percentage change in the consumer price index of the Cayman Islands over the
preceding period to-the amount payable in respect of that period and rounding up to the
nearest whole multiple of US$100.
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3.6 Where the Company is required to consider or engage in further activities, litigation or
other exceptional matters, additional fees will be subject to further negotiation at the
relevant time and in the absence of contrary agreement additional fees will be charged by
the Administrator at its hourly rates from time to time in effect.

3.7 The Company shall also pay or reimburse the Administrator for its out-of-pocket
expenses for photocopying, fax, telephone, postage and other communications charges
and registered office and Registry fees and other such expenses properly incurred by the
Administrator on behalf of the Company.

3.8 At the request of the Company, the Administrator shall arrange for the preparation of
annual balance sheets and profit and loss accounts and, for this service, will charge an
additional fee based upon the time engaged by the appropriate officers of the
Administrator and any external accountants or other persons engaged by the
Administrator for such purpose at their respective hourly rates from time to time in effect
or as otherwise agreed.

3.9 The Company shall pay the Administrator a fee of US$5,600 on account within 30 days
of the date hereof against the Administrator's costs in acting as liquidator for the purposes
of winding up the Company voluntarily. If the foregoing fee is not so paid and the
Administrator subsequently acts as liquidator or the cost of the time spent by the
appropriate officers of the Administrator in relation to the liquidation at their then current
hourly rates exceeds such amount, the then current fees of the Administrator for so acting
shall be payable by the Company due credit being given for any fee paid on account.

4 LIABILITY OF ADMINISTRATOR AND INDEMNITY

4.1 The Administrator shall not be liable for any damage, loss, costs or expenses whatsoever
to or of the Company at any time from any cause whatsoever unless caused by the
Administrators own fraud or wilful default.

4.2 The Company agrees to indemnify and hold harmless the Administrator, its successors
and assigns and their respective directors and officers and employees present and future,
the directors, officers provided pursuant to sub-clause 2.1 and, where these are
companies, their respective directors, officers and employees present and future
(collectively, the "Indemnified Persons") and each of them, as the case may be, against
any liability, action, proceedings, claim, demand, costs, damages or expenses whatsoever
which they or any of them may incur or be subject to in consequence of this Agreement
or as a result of the performance of the functions and services provided for hereunder
except as a result of fraud or wilful default of any of the Indemnified Persons and this
indemnity shall expressly inure to the benefit of any such person existing or future.

4.3 The Administrator and the directors and officers provided pursuant to Clause 2 shall not
be required to take any legal action on behalf of the Company unless fully indemnified to
their satisfaction.
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4.4 The provisions of this Clause 4 shall continue to apply notwithstanding the termination of
this Agreement.

5 NO COMMERCIAL ADVICE

For the avoidance of doubt the Company agrees that the Administrator is not responsible for the
commercial structuring of the Business or for the rendering of investment, commercial,
accounting, legal or any other advice whatsoever to the Company or any other person.

6 NO PARTNERSHIP AND NO EMPLOYMENT RELATIONSHIP

6.1 Nothing herein contained shall constitute a partnership between the parties hereto.

6.2 The directors, officers, employees or agents of the Administrator referred to in sub-clause
2.1 shall not be deemed to be employees of the Company or entitled to any remuneration
or other benefits from the Company.

6.3 The Administrator shall be entitled to provide services of a like nature to those provided
under this Agreement to any other person, firm or corporation.

7 TERMINATION OF AGREEMENT

7.1 The appointment of the Administrator hereunder shall continue until one of the parties
gives notice in writing to the other party hereto terminating this Agreement in accordance
with sub-clauses 7.2 or 7.3 below. Provided that, termination of the appointment of the
Administrator as Share Registrar shall be in accordance with the Preference Share Paying
Agency Agreement.

7.2 Either party may terminate this Agreement by giving at least fourteen (14) days notice in
writing to the other party with a copy to any applicable rating agencies at any time within
twelve months of the happening of any of the following events:

7.2.1 if the other party goes into liquidation or is dissolved (except as a voluntary
liquidation or dissolution for the purposes of reconstruction or amalgamation
upon terms previously approved in writing by the party otherwise entitled to
serve notice) or commits any other act of bankruptcy under applicable laws; or

7.2.2 if the other party commits any breach of its obligations under this Agreement
and (if such breach shall be capable of remedy) fails within thirty (30) days of
notice served on it requiring it so to do to make good such breach.

7.3 Either party may terminate this Agreement at any time by giving at least three (3)
months' notice.in writing to the other party with a copy to any applicable rating agencies.
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7.4 Upon termination of this Agreement, the Administrator shall, at the expense of the
Company or its liquidator, as the case may be, deliver to the Company, or as it shall
direct, all books of account, records, registers, correspondence, documents and all assets
relating to the affairs of or belonging to the Company and in the possession of or under
the control of the Administrator and shall take all necessary steps to vest in the Company
or any new administrator or liquidator, as the case may be, any assets previously held in
the name of or to the order of the Administrator on behalf of the Company.

7.5 The Company shall notify each applicable rating agency (if any) rating the Notes and the
Notes Trustee (for so long as any of the Notes or Preference Shares are rated by a rating
agency):

7.5.1 of any notice given or received pursuant to sub-clause 7.2 or 7.3; or

7.5.2 any amendment or termination to this Agreement.

8 LIMITED RECOURSE

Notwithstanding any provision in this Agreement to the contrary, the rights of recourse of the
Administrator against the Company shall be limited to the remaining amounts from time to time
available and comprising the assets of the Company (other than the ordinary share capital and the
transaction fee charged by the Company) having satisfied or provided for all other prior randng
liabilities of the Company. Accordingly, the Administrator shall have no claim or recourse
against the Company in respect of any amount which is or remains unsatisfied after the
application of the funds comprising such assets of the Company and/or representing the proceeds
of realisation thereof and any remaining obligation to pay any further unsatisfied amounts shall
be extinguished. This. Clause shall survive termination of this Agreement for any reason
whatsoever.

9 NON-PETITION

The Administrator agrees that its rights against the Company under this Agreement are limited to
the extent that it will not take any action or proceedings against the Company to recover any
amounts due and payable by the Company to it under this Agreement except as expressly
permitted by the provisions of this Agreement. The Administrator further agrees that it will not
in its capacity as Administrator petition a court for, or take any other action or commence any
proceedings for, the liquidation or winding-up of the Company or any other bankruptcy or
insolvency proceedings with respect to the Company under the laws at any applicable
jurisdiction now or hereafter in effect until one year and one day or, if longer, the preference
period then in effect after the later to occur of repayment of all outstanding Notes (if any) or
other satisfaction or extinguishment of all liability with respect thereto. This Clause shall
survive termination of this Agreement for any reason whatsoever.
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8

10 NOTICES

Notices to be given hereunder shall be delivered by hand or mailed to the address of the relevant
party set out herein and where mailed shall be deemed to be duly given on the fifth day after the
date of mailing. In the case of notice to the Company, a copy shall also be delivered by hand or
mailed to:

Maples and Calder
PO Box 309GT, Ugland House

South Church Street, George Town
Grand Cayman, Cayman Islands

Attn: Dale Crowley

11 LAW AND JURISDICTION

This Agreement shall be governed by and construed in accordance with the laws of the Cayman
Islands and the parties hereby submit to the non-exclusive jurisdiction of the Cayman Islands
courts.

IN WITNESS WHEREOF the parties hereto have caused this document to be executed on the
day and year first before written.

SIGNED for and on behalf of )
GEMSTONE CDO VII LTD. )
by:) __ _ __

) Director
in the presence of: )

Witnesc

SIGNED for and on behalf of )
DEUTSCHE BANK
(CAYMAN) LIMITED )
by- )

) Authorised Si ry
in the presenceo )

Witness

Confidential Treatment Requested GEM7-00001231
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Exhibit A
HBK's Exposure to Gemstone VII Notes

Attached is a listing of all of the securities issued by Gemstone VII, along with all of HBK's positions
in those securities. This data is presented monthly from September 30, 2006 through December 31,
2007. In the first chart, positions are shown at their face amount (par). In the second chart, HBK's
positions at the end of each month are shown at the prices paid by HBK for the positions, except
that HBK's exposure under the warehouse arrangement is shown at HBK's maximum loss amount.

I Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1371

GEM7-OOOOOO1
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H8's Exposure to Gemstone VII Notes
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Exhibit B
HBK's Exposure to Gemstone VII Collateral

Attached is a listing of the collateral held by Gemstone VII, along with all of HBK's direct positions
(outside of the CDO) in those same bonds and in other bonds issued by or dependent on the same
ABS issuers.

For example, the Gemstone VII collateral included the M9 tranche of the "AMS12005_R9" ABS
issuance, which is labeled "AMSI2005 R9 M9" on the attached chart. On September 30, 2006, HBK
also held (outside of the CDO) $4.1 million of this same tranche of ABS, as well as $8.9 million of the
M10 tranche and $5.5 million of the M11 tranche. In addition, HBK held two tranches of a "NIM"
security (AQNIM2006_RN9) that was created out of the equity of the AMS12005_R9 issuance.
Accordingly, HBK had direct exposure (outside of the Gemstone VII CDO).to over $26 million of
securities issued by or dependent on this one ABS issuer.

The attached data is presented monthly from September 30, 2006 through December 31, 2007.
HBK's positions are shown using the following values: (a) for positions held at September 30, 2006,
the market value on such date, and (b) for positions purchased thereafter, the purchase price paid
by HBK. (The value reflected for some residual ABS positions is very small. These positions are
essentially out-of-the-money call options that are embedded in a tranche of ABS bonds.)

Confidential Treatment Requested GEM7-00000003
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HBK's Exposure to Gemstone VII Collaterall
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HBK's Exposure to Gemstone VII Collateral
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HBK's Exposure to Gemstone VII Collateral
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Exhibit C
Summary of HBK's Exposure to Gemstone VII Notes and Collateral

The chart below shows HBK's aggregate exposure to the Gemstone VII collateral, reflecting the sum
of (a) exposure to the Gemstone VII notes and Residual Interest (from Exhibit A) and (b) exposure to
the Gemstone VII collateral and other bonds issued by the same ABS issuers (from Exhibit B), at the
end of each month from September 2006 through December 2007. Exposure is shown using the
same values reflected on Exhibit A (second chart) and Exhibit B.
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Exhibit D
Monthly Profits and Losses for HBK's Structured Credit Business Unit

Attached is a chart showing the profits and losses of HBK's Structured Credit business unit on a
monthly basis during 2007.

Substantially all of HBK's mortgage-related positions (including mortgages, ABS, CDOs and related
index products and derivatives) were held in HBK's Structured Credit business unit. A relatively
small amount of long positions in such assets were held in the firm's Treasury and Developed
Markets Fixed Income units, but no short positions in such assets were held outside of Structured
Credit.
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Total Profit (Loss)
Structured Credit Business Unit
2007

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Grand Total for 2007

8,162,946.09
336,665.66

(50,140,483.30)
(31,599,011.20)
(8,066,517.86)

(11,855,742.33)
(66,082,039.71)
(38,509,888.97)
(90,157,337.75)
(74,630,874.25)

(111,989,924.67)
(262,705,765.48)
(737,237,973.77)
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From: Jordan Milman

Sent: Tuesday, January 9, 2007 04:18:33 PM

To: Jason Lowry

CC: Greg Lippmann; Kevin Jenks

Subject: Re: Corrected Final Approval Request

approved contingent upon first pay defaults getting bought back on the 2 heat bonds

"Jason Lowry' <JLowry@hbk.com'>

0110912007 11:44 AM

To Greg Lippmann/NewYorklDBNA/DeuBa@DBAmericas, 
Jordan

Milmen/NewYork/DBNAIDeuBa@DBAmericas

cc "Kevin Jenks" <Ienks@hbk.com>

Subject Corrected Final Approval Request

This is the last BB list for approval. Could you take a look?

Notional (000s) spread speed price
437096AT7 2500 HEAT 2006-5 B3 Mtge BBB- Ba2 1050 100ppc

81.218750000
43709NAS2 11000 HEAT 2006-7 B3 Mtge BB+ Ba2 1050 100ppc

77.121093750
040104NQ0 14000 ARSI 2005-W2 M12 Mtge BBB- NR 910 35cpr 85.566406250

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1373

GEM7-00002154
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From: Greg Upprnann
Sent: Monday, December 11, 200605:37:58 PM

To: Kevin Jenks

Subject: Re: List we want to rove to cdo

We want to work together. Can we compromide, call it 1 pt on those bonds and

I'm koi on the rest. I think that is fairt.

Sent from my BlackBerry Handheld.

............................ ........................-....... .........

----- Original Message -----

From: "Kevin Jenks" [kjenks@hbk.com]

Sent: 12/11/2006 04:19 PM

To: Greg Lippmann
Subject: RE: List we want to move to cdo

One goes for the other. I need to rethink things as we go forward. Not personal This is where good paper
is trading and our month end marks prove it. You can't compare to the crap in the market now. Just look
at the aggressive levels on cash bid lists.

................ ... ....... . ...... ................... . ..................

From: Greg Uppmann
Sent: Monday, December 11, 2006 3:47 PM
To: Kevin Jenks
Subject: Re: List we want to move to cdo

I. appreciate allk you've done and want to continue the non comp. I've tried

to work with you and don't think my 'ask' is that onerous.

Sent from my BlackBerry Handheld.

............... .......... 1111....... ........ ..................... .......

-Original Message -----

From: "Kevin Jenks" [kjenks@hbk.com]

Sent: 12/11/2006 02:56 PM

To: Greg Lippmann
Subject: RE: List we want to move to cdo

Greg, I have been trying to work with you. Doing trades just with you and not on bid lists. But we play in
the higher quality part of the market, I really expected you to approve the list as is. We still have several
hundred million of bonds to do in cds form to do. The bonds that I create have more OC are better
collateral and better names. They always trade at the tighter end of the market None are on downgrade
watch and are seasoned. and I really don't understand your incentive to be doing this. We can start
doing bid lists.

Kevin

From: Greg Lippmann
Sent: Friday, December 08, 2006 4:37 PM
To: Kevin Jenks
Subject: RE: Ust we want to move to cdo

we have seen the flht 05-d bbb- trade wide....please work with me on this...i am trying to work with you

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1373 GEM7-00002805
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Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212)-797-2201
Mobile (917) 601-1916
greg.lippmann@db.com

"Kevin Jenks" <kjenks@hbk.com> To Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas

cc
12108/2006 04:20 PM Subject RE: List we want to move to cdo

Greg, Fremont overall is really not trading badly just the ones on downgrade watch. Also from the bb list
color which I am sure you have seen. Good BB's are trading well. Also we have the majority of the bonds
in here that are 05 vintage which is trading very well. So I don't want to lower them by 2 pts. and even
yesterdays bb list traded great with the significant widening of baa3 ods

From: Greg Uppmann
Sent: Friday, December 08, 2006 4:00 PM
To: Kevin Jenks
Subject: Re: Ust we want to move to cdo

Ok approved but would like to lower these 2 pts each given recent press on

fhlt and the significant widening in the baa3 cds. Is that cool?

35729PMRSEEggggg 3,000.000 OMEN FHLT 2005-D B2 MtgeMMEM
gggEgE 7750gE 35c Ng gMEgg 86.71875

362334PW8gggggg 3,000.000 MEMg GSAMP 06-FM1 B4 MtgeMM

900g gEE 35c ON W EHEHME 83.69921875

36245DAV2gEEEggg 10,217.000 ENg GSAMP 06-FM2 B2 MtgeME
900gEaE looppc gE agHEg 81.1171875

Sent from my BlackBerry Handheld.

.......................................... . . . . ... ................. ..... . ... .................... ........ .. .....................

----- Original Message -----

From: "Kevin Jenks" [kjenks@hbk.com]

Sent: 12/08/2006 03:31 PM

To: Greg Lippmann
Subject: List we want to move to cdo

Please approve
spread speed price

03072SYH2 4,000.000 AMSI 2005-Ri M10 Mtge 800 35c 92.46875
35729PMR8 3,000.000 FHLT 2005-D B2 Mtge 775 35c 86.71875
362334PW8 3,000.000 GSAMP 06-FM1 84 Mtge 900 35c 83.69921875
36245DAV2 10,217.000 GSAMP 06-FM2 B2 Mtge 900 100ppc 81.1171875
437084RJ7 4,500.000 HEAT 2005-9 B3 Mtge 850 100ppc 85.46484375

437084QK5 7,500.000 HEAT 2005-8 B3 Mtge 850 100ppc 86.84375

362463AR2 8,815.000 GSAMP 06-NC2 B2 Mtge 800 100ppc 84.69140625

Confidential Treatment Requested GEM7-00002806
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This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.
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October 25, 2006

Jamiel Akhtar
Managing Director
HBK Investments L.P.
300 Crescent Court Suite 700
Dallas, Texas 75201

Dear Mr. Akhtar:

This letter agreement (this "Agreement") confirms the understanding and agreement among (i)
Deutsche Bank Securities Inc. (together with its affiliates, "DBSI"), (ii) HBK Investments L.P. (the
"Company"), (iii) HBK Master Fund L.P. and HBK Fixed Income Ltd. (collectively, the "HBK Funds",
and together with the Company, the "HBK Entities"), and (iv) Gemstone CDO VII Ltd., an exempted
company formed with limited liability in the Cayman Islands (the "Issuer") with respect to the proposed
collateralized debt obligation transaction described below:

1. Description of the Transaction

The parties hereto agree, subject to the terms and conditions set forth in this Agreement, that
DBSI shall act as structuring agent, sole lead placement agent and sole bookrunner with respect to the
following:

(a) the.acquisition of structured product securities (the "Underlying Assets") and -certain
swaps, caps, floors or other derivative instruments related thereto (the "Swaps" and,
together with the Underlying Assets, the "Collateral") purchased by the Issuer;

(b) the appointment of the Company as the sole investment manager to the Issuer with
respect to the Collateral (in such capacity, the "Collateral Manager"), pursuant to a
management agreement to be entered into between the Issuer and the Collateral Manager
(the "Management Agreement"); and

(c) the offering of (i) multiple classes of notes rated investment grade or higher (the
"Investment Grade Notes") and (ii) one or more classes of notes rated below investment
grade (the "Below Investment Grade Notes", and together with the Investment Grade
Notes, the "Notes") and preferred equity (the "Preferred Equity" and, together with the
Notes, the "Securities") to be issued, in each case, by the Issuer, with services provided
by DBSI as outlined in paragraph 2 of this Agreement ((a) through (c), collectively, the
"Transaction").

It is anticipated that the Securities will have an approximate aggregate initial principal and
notional balance of up to $750 million (the initial principal and notional balance of the Transaction is the
"Transaction Size").

2. DBSI's Services

In connection with the Transaction, the parties hereto agree that DBSI shall provide, and, where
relevant, the Company will assist DBSI in providing, services including, but not limited to, the following:

This letter does not constitute an offer to underwrite or sell securities. This letter does not present all of the terms, conditions, covenants, representations, warranties
and other provisions which will be contained in the definitive legal documentation for the tran ction described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfactory due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the execution ofmutually acceptable definitive documentation.

40713-00080 NY:1596055.5

Permanent Subcommittee on Investigations
. . .. GEM7-00000071

Wall Street & The Financial Crisis i
I Report Footnote #1375
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HBK Investments LP
October 26, 2006
Page 2

(a) advising the Issuer and the Company on selection and acquisition of the Underlying
Assets;

(b) structuring the Transaction, including evaluation of the effect of various structural
alternatives and the potential economic and market impact of such alternatives;

(c) assisting the Issuer and the Company in managing the Transaction process;

(d) advising the Issuer and the Company on the scope of due diligence for the Underlying
Assets;

(e) obtaining credit ratings on the Notes from at least two rating agencies (each, a "Rating
Agency"), which shall consist of at least Standard & Poor's Ratings Services and one of
Moody's Investors Service, Inc. and Fitch, Inc.;

(f) assist the Issuer and the Company in obtaining a financial guaranty insurance policy, if
applicable, from one of Ambac Assurance Corporation, CIFG Group, Financial Security
Assurance Inc., MBIA Insurance Corporation, XL Capital or any other firm mutually
agreed by DBSI and the Company (each, a "Bond Insurer");

(g) assisting the Issuer and the Company in evaluating and retaining third party Transaction
participants, including any trustees, SPV administrators, all Transaction counsel, printer,
accountants and such other parties and Transaction services that may be desired;

(h) developing necessary modeling and collateral tracking tools for the Transaction, with all
such materials to be shared with the Company;

(i) assisting the Issuer, the Company and their counsel in coordinating efforts to achieve
timely and efficient documentation and closing of the Transaction;

(j) assisting in the preparation of any offering or information memorandum, or other offering
document, in respect of the Securities, including any amendments or supplements thereto
(collectively, the "Offering Documents") and, in the preparation of supplemental
marketing materials, including any confidential information memorandum, a roadshow
presentation, cash flow analyses and other summary information in connection with the
Transaction (the "Marketing Materials"); other than, in either instance, the preparation
of any Company Materials, which shall be the responsibility of the Company;

(k) acting as sole lead placement agent and sole bookrunner for an offering of the Securities
that is exempt from the registration requirements of the Securities Act of 1933, as
amended, pursuant to Section 4(2), Rule 144A and/or Regulation S, where applicable;

(1) subject to internal credit approval, provide a facility to the Issuer to allow the Issuer to
purchase Underlying Assets prior to the closing date of the Transaction and allow the
Issuer to continue to hold such collateral after the closing date, in each case on terms
acceptable to both the Company and DBSI, with certain risks included in such facility
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apportioned between DBSI and the Company, or an affiliate of the Company, on terms to
be set forth in the Risk Sharing Agreement to be entered into by the Issuer, the Company
or its affiliate, and DBSI;

(in) assisting the Issuer and the Company in designing a hedging strategy if such strategy is
deemed necessary or appropriate by the Issuer and the Company in connection with the
Transaction and, if acceptable to the Rating Agencies, the Company, DBSI and the
Issuer, providing or arranging to provide such hedges; and

(n) if applicable and subject to credit and management approval by DBSI and Deutsche Bank
AG London, providing a facility to the Company, or an affiliate of the Company, to allow
the Company or such affiliate to purchase 100% of the triple-B rated Notes on the closing
date of the Transaction (the terms of such facility are summarized in Exhibit A).

3. The Responsibilities of the Issuer and the Company

In connection with DBSI's services as described in paragraph 2, the Issuer and the Company

agree, subject to the terms and conditions set forth in this Agreement, as follows:

(a) with respect to the offering of any Securities in connection with'this Agreement, the
Company shall cause the Issuer to designate DBSI as the lead placement agent and sole
bookrunner with respect to the Securities subject to negotiation and execution of
appropriate agreements. DBSI will, as the book-running manager, manage the placement
process related to the sale of the Securities, with authority to allocate Securities (other
than the Securities referenced in clause (b) below) in DBSI's discretion, after
consultation with the Company, taking into account the timing of firm orders on each
class of Securities;

(b) the Company, or an HBK Entity (as defined herein) or an affiliate thereof, shall purchase
on the Closing Date all of the Below Investment Grade Notes and all of the Preferred
Equity (such purchasing entity, the "Securities Purchaser" and such securities, the
"Subscribed Securities"); provided that DBSI may, with the Company's consent,
purchase and place all or a portion of the Preferred Equity. In addition, on or prior to the
pricing of the transaction, DBSI will set the coupon on the triple-B rated Notes (in good
faith and in its own discretion) within 50 basis points of market indication levels of
discount margin ("DM") at the time of issuance with an assumption that such Notes will
be issued at par. HBK will have the right of first refusal to purchase the notes if the
triple-B rated Notes are issued at a DM of 3.25% or higher;

(c) with respect to the purchase of the Subscribed Securities, the Securities Purchaser,
represents and warrants that:

(i) it is a "Qualified Institutional Buyer" as defined in Rule 144A under the
Securities Act of 1933, as amended, and is purchasing the Subscribed Securities
for its own account and not with a view to distribution,
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(ii) it is a "Qualified Purchaser" as defined in Section 2(a)(51)(A) of the Investment
Company Act of 1940 as amended, and

(iii) for the entire time it owns, directly or indirectly, Subscribed Securities, it will not
be (i) an employee benefit plan (as defined in Section 3(3) of the Employee
Retirement Income Security Act of 1974, as amended ("ERISA")), whether or
not it is subject to the provisions of Title I of ERISA, (ii) a plan described in
Section 4975(e)(1) of the Internal Revenue Code of 1986, as amended, or (iii) an
entity whose underlying assets include plan assets by reason of a plan's
investment in the entity or otherwise under ERISA;

(d) the Company covenants to execute, or an HBK Entity (as defined herein) or an affiliate
thereof shall execute, prior to the Closing Date a customary subscription agreement in
relation to the purchase of the Subscribed Securities;

(e) the Company and the Issuer shall prepare, or otherwise cause to be prepared, Offering
Documents relating to the Securities containing all required and appropriate disclosures;

(f) on the Closing Date, the Company shall furnish to DBSI (i) a l0b-5 letter in regard to the
Company Materials and (ii) other corporate and enforceability opinions of counsel for the
Company with respect to the Company's activities, each of which will be dated the
Closing Date and in form and substance mutually agreeable (subject to customary
provisions) to the Company and DBSI;

(g) with respect to any placement of Securities, the HBK Entities will cooperate fully with
DBSI and provide such information and take such actions (including all sales and
marketing assistance) as may be reasonably requested by DBSI to effect the issuance and
sale of the Securities (including but not limited to telephonic and personal attendance of
Company representatives at presentations to investors and the registration or qualification
of the Securities in mutually agreed-upon jurisdictions). The Company shall make
available to DBSI all information that is directly related to the Transaction concerning the
business, assets, operations, financial condition and prospects of the Company that DBSI
reasonably requests in connection with the performance of its obligations and the
preparation of the Offering Documents and Marketing Materials (the "Company
Materials"). All such information shall be complete and accurate and not misleading.
The Company shall continue to advise DBSI regarding any material developments or
matters relating to the Company that occur during the term of DBSI's engagement
hereunder; and notwithstanding anything to the contrary contained herein or any oral
representations or assurances previously or subsequently made by the parties, DBSI's
obligation to place any Securities or to provide any financing for the Underlying Assets
to be acquired in anticipation of the closing of the Transaction or fur the Subscribed.
Securities from and after the Closing Date is subject to the execution by the Issuer, the
Company and/or DBSI, where applicable, of a final, definitive placement agent
agreement, a final, definitive subscription agreement, financing agreements, warehousing
agreements and indemnification agreements, as the case may be, containing customary
representations, warranties, covenants, indemnification provisions and closing conditions,
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and the satisfaction of each of such conditions, as well as the absence of any events set
forth therein which would permit DBSI to terminate such agreement, and also to the
satisfaction of each of the following conditions:

(i) the satisfactory completion by DBSI of its due diligence investigation of the
Company and the Underlying Assets; and

(ii) there not having occurred (x) any material adverse change or any development
involving a prospective material adverse change in the business, operations, or
condition (financial or otherwise) of the Company, whether or not arising in the
ordinary course of business, or (y) any material adverse change in the Underlying
Assets, in each case, which would, in the reasonable judgment of DBSI, make it
inadvisable or impracticable to proceed with any offering or financing of the
Securities.

4. Compensation

(a) As compensation for the services rendered by DBSI hereunder, the Issuer shall pay from
the proceeds of the Transaction on the Closing Date a structuring and placement fee equal to the sum of

(i) the product of (a) 0.75% and (b) the aggregate principal balance of Investment Grade Notes issued by
the Issuer (the "Initial Note Balance") up to $350 million, (ii) the product of (a) 0.65% and (b) the Initial

Note Balance in excess of $350 million and (iii) the product of (a) 4.00% and (b) the amount of Preferred
Equity purchased and placed by DBSI (the "Structuring and Placement Fee").

(b) The parties hereto anticipate that on the Closing Date the Issuer and the Company shall

enter into the final Management Agreement whereby the Issuer shall agree to pay the Company a fee

equal to 0.30% per annum (the "Collateral Management Fee"), calculated based on the aggregate

principal balance of Underlying Assets as of the first day of the related collection period and payable on

each payment date prior to the senior most class of Notes, in accordance with the priority of distributions

set forth in the Indenture.

The parties hereto acknowledge that the management fee in the final Management Agreement

may differ from the above, with the consent of the Company, in order to result in a marketable transaction

for the Securities and such amended management fee shall supersede the above set forth Collateral

Management Fee.

5. Matters Relating to DBSI

In connection with any offering of Securities, each of the Issuer and the Company acknowledges
that DBSI is engaged in securities trading and brokerage activities, as well as the provision of investment
banking and financial advisory services. In the ordinary course of trading and brokerage activities, DBSI
and its affiliates may at any time hold long or short positions, and may trade or otherwise effect

transactions, for their own account or the accounts of customers, in debt or equity securities of entities
that may be involved in the Transaction contemplated hereby. DBSI recognizes its responsibility for

compliance with federal securities laws in connection with such activities.
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Each of the Issuer and the Company acknowledges and agrees that DBSI is not, and does
not hold itself out to be, an advisor as to legal, tax, accounting or regulatory matters in any jurisdiction.
The Issuer and the Company shall consult with their own advisors concerning such matters and shall be
responsible for making their own independent investigation and appraisal of the risks, benefits and
suitability of the transactions contemplated by this Agreement, and DBSI shall have no responsibility or
liability to the Issuer or the Company with respect thereto.

6. Exclusivity

The Company hereby agrees that prior to the earlier to occur of (i) the Closing Date and (ii) the
termination of this Agreement in accordance with paragraph 13 below, none of the Company, any of its
subsidiaries or any fund controlled by the Company or any such subsidiary will, without the prior written
consent of DBSI, market at the same time as the transactions contemplated herein, any collateralized debt

obligation transactions the underlying collateral of which consists primarily of asset-backed securities or
mortgage-backed securities, including in synthetic form (a "Similar Transaction"); provided that (i) the
Company may market a Similar Transaction at any time if DBSI (or its successor, if any) is no longer
pursuing or structuring collateralized debt obligations (any of the foregoing, a "DBSI Exit") and (ii) the
Company may enter into a transaction to warehouse collateral for a Similar Transaction so long as the
marketing for such Similar Transaction does not begin before the Closing Date of the Transaction.

7. Transaction Expenses

The Issuer will pay when due but no later than the Closing Date any costs (all fees, expenses and

any sales, use or similar taxes, collectively the "Costs") due in connection with the Transaction, including
such fees and expenses incurred by all counsel to the Transaction (such fees and expenses to include any

disbursements), accountants, trustees, paying agents, listing agents, securities intermediaries, hedge
counterparties, the Company (limited to out-of-pocket expenses), the Collateral Manager, DBSI (limited
to out-of-pocket expenses), printer, SPV administrators, each Rating Agency, and such other transaction
parties approved by both the Company and DBSI. In the event that the Transaction does not close, all

Costs shall be borne equally by the Company and DBSI, provided that each of the Company and DBSI
will pay their respective out-of-pocket expenses. However, if the Transaction does not close due to any
DBSI Breach (other than, where relevant, if the Company has failed to assist in the provision of those
services or has otherwise frustrated DBSI's ability to perform such services) or any DBSI Exit, then all
Costs will be borne by DBSI. If the offering of Notes cannot be completed due to (x) the inability or
refusal of the Company without cause to purchase any Subscribed Securities it has committed to purchase
pursuant to the terms of the subscription agreement relating thereto or (y) a breach by the Company of its
obligations under the Interim Collateral Management Agreement or any other document to be executed
prior to the Closing Date in connection with the Transaction, then all Costs shall be borne by the
Company. "DBSI Breach" shall mean gross negligence, willful misconduct, fraud, criminal conduct, or
material breach of DBSI's obligations under this Agreement.

8. Indemnification between the Issuer and DBSI

The Issuer shall:
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(a) indemnify DBSI and each other Indemnified Person (as hereinafter defined) and hold it
harmless against any and all losses, claims, damages or liabilities to which DBSI or such
other Indemnified Person may become subject (i) arising out of or based upon any untrue
statement or alleged untrue statement of a material fact contained in the Offering
Documents or in any other written or oral communication provided by or on behalf of the
Issuer to any actual or prospective purchaser of the Securities or arising out of or based
upon the omission or alleged omission to state therein a material fact required to be stated
therein or necessary in order to make the statements therein, in the light of the
circumstances under which they were made, not misleading (except information
describing DBSI that is provided by DBSI specifically for use in the Offering Documents
(the "DBSI Information")) or (ii) arising in any manner out of or in connection with the
services or matters which are the subject of this Agreement, including, without limitation,
the offer and sale of the Securities; provided, that the Issuer shall not be liable under
clause (ii) to an Indemnified Person under this paragraph in respect of any loss, claim,
damage, liability or expense to the extent that it is finally judicially determined that such
loss, claim, damage or liability resulted directly from the gross negligence or willful
misconduct of such Indemnified Person in the performance of its services hereunder; and

(b) reimburse DBSI and each other Indemnified Person promptly upon demand for any legal
or other expenses reasonably incurred by it in connection with investigating, preparing to
defend or defending, providing evidence in or preparing to serve or serving as a witness
with respect to, or otherwise relating to any lawsuits, investigations, claims or other
proceedings arising in any manner out of or in connection with the rendering of services
by DBSI hereunder; provided, that in the event a final judicial determination is made to
the effect specified in subparagraph (a) above, each Indemnified Person will remit to the
Issuer any amounts reimbursed to it under this subparagraph (b).

The Issuer agrees that the indemnification and reimbursement commitments set forth above shall
apply if the Company, the Issuer or DBSI is a formal party to any such lawsuits, claims or other
proceedings, and that such commitments shall extend upon the terms set forth in this paragraph to any
controlling person, affiliate, director, officer, employee or agent of DBSI (each, with DBSI, an
"Indemnified Person"). The Issuer further agrees that, without DBSI's prior written consent, which
consent shall not be unreasonably withheld, it will not enter into any settlement of a lawsuit, claim or
other proceeding arising out of the transactions contemplated by this Agreement unless such settlement
includes an explicit and unconditional release from the party bringing such lawsuit, claim or other
proceeding of all Indemnified Persons. The Issuer shall not be liable under this Agreement on account of
any settlement entered into by any Indemnified Person unless the terms thereof have been approved in
writing by the Issuer (which approval shall not be unreasonably withheld).

If indemnification is to be sought hereunder by an Indemnified Person, then such Indemnified
Person shall promptly notify the Issuer of the commencement of any action or proceeding in respect
thereof; provided, that the failure so to notify the Issuer shall not relieve the Issuer from any liability that
it may have to such Indemnified Person pursuant to this paragraph except to the extent the Issuer has been
prejudiced in any material respect by such failure or from any liability that it may have to such
Indemnified Person other than pursuant to this paragraph. Notwithstanding the above, following such
notification, the Issuer may elect in writing to assume and shall have the right to control the defense of
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such action or proceeding, and, upon such election, it shall not be liable for any legal costs subsequently
incurred by such Indemnified Person (other than reasonable costs of investigation and providing

evidence) in connection therewith, unless: (i) the Indemnified Person reasonably determines that there

may be legal defenses available to it which are different from or in addition to those available to the
Issuer; (ii) the Issuer has failed to provide counsel reasonably satisfactory to such Indemnified Person in a
timely manner; or (iii) counsel which has been provided by the Issuer reasonably determines that its
representation of such Indemnified Person would present it with a conflict of interest. In connection with

any one action or proceeding, the Issuer shall not be responsible for the fees and expenses of more than
one separate law firm in any one jurisdiction fbr all Indemnified Persons.

The Issuer and DBSI agree that if any indemnification or reimbursement sought pursuant to this

paragraph 8 is judicially determined to be unavailable for a reason other than the gross negligence or

willful misconduct of the Indemnified Person, then, whether or not DBSI is the Indemnified Person, the

Issuer and DBSI shall contribute to the losses, claims, damages, liabilities and expenses for which such

indemnification or reimbursement is held unavailable: (i) in such proportion as is appropriate to reflect

the relative benefits to the Issuer on the one hand, and DBSI on the other hand, in connection with the

transactions to which such indemnification or reimbursement relates; or (ii) if the allocation provided by
clause (i) above is judicially determined not to be permitted, in such proportion as is appropriate to reflect

not only the relative benefits referred to in clause (i) but also the relative faults of the Issuer on the one

hand, and DBSI on the other hand, as well as any other equitable considerations; provided, that in no

event shall the amount to be contributed by DBSI pursuant to this paragraph, paragraph 9 and paragraph
10 exceed the amount of the fees actually received by DBSI hereunder.

9. Indemnification between the HBK Funds and DBSI

The HBK Funds shall:

(a) indemnify lBSI and each other Indemnified Person (as defined above) and hold it
harmless against any and all losses, claims, damages or liabilities to which DBSI or such
other Indemnified Person may become subject (i) arising out of or based upon (x) any
untrue statement or alleged untrue statement of a material fact contained in any
information regarding the Company provided by the Company (including, among other
things, the Company Materials) specifically for use in the .Offering Documents or any
Marketing Materials or (y) any other information provided by the Company specifically
for use in any written materials given to any actual or prospective purchaser of the
Securities or arising out of or based upon, in the case of the information described in (x)
or (y) above (such information, the "Offering Materials"), the omission or alleged
omission to state in the Offering Materials a material fact related to the Company
required to be stated in the Offering Materials or necessary in order to make the
statements in the Offering Materials, in the light of the circumstances under which they
were made, not misleading, or (ii) arising out of or in connection with a Collateral
Manager Breach (as defined in the Interim Collateral Management Agreement);
provided, however, that the HBK Funds shall not be liable to an Indemnified Person
under this paragraph in respect of any loss, claim, damage, liability. or expense to the
extent that it is finally judicially determined (or in arbitration) that such loss, claim,
damage, liability or expense, resulted directly from the gross negligence, willful
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misconduct, or fraud of such Indemnified Person in the performance of its services
hereunder, and

(b) reimburse DBSI and each other Indemnified Person promptly upon demand for any legal
or other expenses reasonably incurred by it in connection with investigating, preparing to
defend or defending, providing evidence in or preparing to serve or serving as a witness
with respect to, or otherwise relating to any lawsuits, investigations, claims or other
proceedings arising in any manner out of or in connection with a claim pursuant to
subparagraph (a) above; provided, however, that the HBK Funds shall not be liable to an
Indemnified Person under this paragraph in respect of any loss, claim, damage, liability
or expense to the extent that it is finally judicially determined (or in arbitration) that such
loss, claim, damage, liability or expense, resulted directly from the gross negligence,
willful misconduct, or fraud of such Indemnified Person in the performance of its
services hereunder.

The HBK Funds agree that the indemnification and reimbursement commitments set forth above
shall apply if either the Company, the Issuer or DBSI is a formal party to any such lawsuits, claims or
other proceedings, and that such commitments shall extend upon the terms set forth in this paragraph to
any Indemnified Person. The HBK Funds further agree that, without DBSI's prior written consent, which

consent shall not be unreasonably withheld, it will not enter into any settlement of a lawsuit, claim or

other proceeding arising out of the transactions contemplated by this Agreement unless such settlement

includes an explicit and unconditional release from the party bringing such lawsuit, claim or other

proceeding of all Indemnified Persons. The HBK Funds shall not be liable under this Agreement on

account of any settlement entered into by any Indemnified Person unless the terms thereof have been

approved in writing by the HBK Funds (which approval shall not be unreasonably withheld).

If indemnification is to be sought hereunder by an Indemnified Person, then such Indemnified

Person shall promptly notify the HBK Funds of the commencement of any action or proceeding in respect

thereof; provided, that the failure so to notify the HBK Funds shall not relieve the HBK Funds from any
liability that it may have to such Indemnified Person pursuant to this paragraph except to the extent the

HBK Funds have been prejudiced in any material respect by such failure or from any liability that it may

have to such Indemnified Person other than pursuant to this paragraph. Notwithstanding the above,
following such notification, the HBK Funds may elect in writing to assume and shall have the right to

control the defense of such action or proceeding, and, upon such election, it shall not be liable for any
legal costs subsequently incurred by such Indemnified Person (other than reasonable costs of
investigation and providing evidence) in connection therewith, unless: (i) the Indemnified Person-

reasonably determines that there may be legal defenses available to it which are different from or in

addition to those available to the HBK Funds; (ii) the HBK Funds have failed to provide counsel
reasonably satisfactory to such Indemnified Person in a timely manner, or (iii) counsel which has been

provided by the HBK Funds reasonably determines that its representation of such Indemnified Person

would present it with a conflict of interest. In connection with any one action or proceeding, the HBK
Funds shall not be responsible for the fees and expenses of more than one separate law firm in any one
jurisdiction for all Indemnified Persons.

The HBK Funds and DBSI agree that if any indemnification or reimbursement sought pursuant to

paragraph 8, paragraph 10 and this paragraph 9 is judicially determined to be unavailable for a reason
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other than the gross negligence or willful misconduct or fraud of the Indemnified Person, then, whether or
not DBSI is the Indemnified Person, the HBK Funds and DBSI shall contribute to the losses, claims,
damages, liabilities and expenses for which such indemnification or reimbursement is held unavailable:
(i) in such proportion as is appropriate to reflect the relative benefits to the HBK Funds on the one hand,
and DBSI on the other hand, in connection with the transactions to which such indemnification or
reimbursement relates; or (ii) if the allocation provided by clause (i) above is judicially determined not to
be permitted, in such proportion as is appropriate to reflect not only the relative benefits referred to in
clause (i) but also the relative faults of the HBK Funds on the one hand, and DBSI on the other hand, as
well as any other equitable considerations; provided, that in no event shall the amount to be contributed
by DBSI pursuant to paragraph 8, paragraph 10 and this paragraph 9 exceed the amount of the fees
actually received by DBSI hereunder. HBK Fund's aggregate liability with respect to contributions sought
pursuant to paragraph 10 and this paragraph 9 shall not exceed an amount equal to (1) the greater of (i)
1.2% of the Transaction Size, subject to a minimum of $6,000,000 or (ii) the aggregate gross amount of
all Collateral Management Fees paid to the Company under the Management Agreement from the Closing
Date to the date of such contribution (such fees not to include income paid to any HBK Entity or an
affiliate thereof, as a result of its holding of any Securities) minus (2) the aggregate amount of all
contributions, liabilities or damages previously paid by the HBK Funds hereunder.

10. Indemnification between DBSI and the Company

DBSI shall:

(a) indemnify the Company and each controlling person affiliate, director, officer, manager,
employee or agent of the Company (each, with the Company, "a HBK Indemnified
Person") and hold it harmless against any and all losses, claims, damages or liabilities to
which the Company or such other HBK Indemnified Person may become subject arising
out of or based upon any untrue statement or alleged untrue statement of a material fact
contained in the DBSI Information specifically for use in the Offering Documents or
based upon the omission or alleged omission to state in the DBSI Information a material
fact required to be stated therein or necessary in order to make the statements in the DBSI
Information, in the light of the circumstances under which they were made, not
misleading; provided, however, that DBSI shall not be liable to an HBK Indemnified
Person under this paragraph in respect of any loss, claim, damage, liability or expense to
the extent that it is finally judicially determined (or in arbitration) that such loss, claim,
damage, liability or expense, resulted directly from the gross negligence, willful
misconduct, or fraud of such HBK Indemnified Person in the performance of its services
hereunder; and

(b) reimburse the Company and each other HBK Indemnified Person promptly upon demand
for any legal or other expenses reasonably incurred by it in connection with investigating,
preparing to defend or defending, providing evidence in or preparing to serve or serving
as a witness with respect to, or otherwise relating to any lawsuits, investigations, claims
or other proceedings arising in any manner out of or in connection with a claim pursuant
to subparagraph (a) above; provided, however, that DBSI shall not be liable to an HBK
Indemnified Person under this paragraph in respect of any loss, claim, damage, liability
or expense to the extent that it is finally judicially determined (or in arbitration) that such

This letter does not constitute an offer to underwrite or sell securities. This letter does not present all of the terms, conditions, covenants, representations, warranties
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfictory due diligence, fmal credit
approval. documents, filings and opinions acceptable to counsel and the execution of mutually acceptable definitive documentation.
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loss, claim, damage, liability or expense, resulted directly from the gross negligence,
willful misconduct, or fraud of such HBK Indemnified Person in the performance of its
services hereunder.

DBSI agrees that the indemnification and reimbursement commitments set forth above shall
apply if either the Company, the Issuer or DBSI is a formal party to any such lawsuits, claims or other
proceedings, and that such commitments shall extend upon the terms set forth in this paragraph to any
HBK Indemnified Person. DBSI further agrees that, without the Company's prior written consent, which
consent shall not be unreasonably withheld, it will not enter into any settlement of a lawsuit, claim or
other proceeding arising out of the transactions contemplated by this Agreement unless such settlement
includes an explicit and unconditional release from the party bringing such lawsuit, claim or other
proceeding of all HBK Indemnified Persons. DBSI shall not be liable under this Agreement on account
of any settlement entered into by any HBK Indemnified Person unless the terms thereof have been
approved in writing by DBSI (which approval shall not be unreasonably withheld).

If indemnification is to be sought hereunder by a HBK Indemnified Person, then such
Indemnified Person shall promptly notify DBSI of the commencement of any action or proceeding in
respect thereof, provided, that the failure so to notify DBSI shall not relieve DBSI from any liability that
it may have to such HBK Indemnified Person pursuant to this paragraph except to the extent DBSI has
been prejudiced in any material respect by such failure or from any liability that it may have to such
Indemnified Person other than pursuant to this paragraph. Notwithstanding the above, following such
notification, DBSI may elect in writing to assume and shall have the right to control the defense of such
action or proceeding, and, upon such election, it shall not be liable for any legal costs subsequently
incurred by such HBK Indemnified Person (other than reasonable costs of investigation and providing
evidence) in connection therewith, unless: (i) the HBK Indemnified Person reasonably determines that
there may be legal defenses available to it which are different from or in addition to those available to
DBSI; (ii) DBSI has failed to provide counsel reasonably satisfactory to such Indemnified Person in a
timely manner; or (iii) counsel which has been provided by DBSI reasonably determines that its
representation of such HBK Indemnified Person would present it with a conflict of interest. In connection
with any one action or proceeding, DBSI shall not be responsible for the fees and expenses of more than
one separate law firm in any one jurisdiction for all HBK Indemnified Persons.

The Company and DBSI agree that if any indemnification or reimbursement sought pursuant to
this paragraph 10 is judicially determined to be unavailable for a reason other than the gross negligence or
willful misconduct of the HBK Indemnified Person, then, whether or not the Company is the HBK
Indemnified Person, the HBK Funds and DBSI shall contribute to the losses, claims, damages, liabilities
and expenses for which such indemnification or reimbursement is held unavailable: (i) in such proportion
as is appropriate to reflect the relative benefits to the Company on the one hand, and DBSI on the other
hand, in connection with the transactions to which such indemnification or reimbursement relates; or (ii)
if the allocation provided by clause (i) above is judicially determined not to be. permitted, in such
proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) but also the
relative faults of the Company on the one hand, and DBSI on the other hand, as well as any other
equitable considerations. Notwithstanding the foregoing, in no event shall DBSI's liability pursuant to
the contribution provisions of this Agreement exceed the aggregate amount of fees actually received by
DBSI under this Agreement. HBK Fund's aggregate liability with respect to contributions sought
pursuant paragraph 9 and this paragraph shall not exceed an amount equal to (1) the greater of (i) 1.2% of

This letter does not constitute an offer to underwrite or sell securities. This letter does not present all of the terms, conditions, covenants, representations, warranties
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to. among other things, satisfactory due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the oecution oftmutually acceptable definitive documentation.
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the Transaction Size, subject to a minimum of $6,000,000 or (ii) the aggregate gross amount of all
Collateral Management Fees paid to the Company under the Management Agreement from the Closing
Date to the date of such contribution (such fees not to include income paid to any HBK Entity or an
affiliate thereof as a result of its holding of any Securities) minus (2) the aggregate amount of all
contributions, liabilities or damages previously paid by the HBK Funds hereunder.

11. Confidentiality

Except as contemplated by the terms hereof or as required by applicable law or pursuant to an
order entered or subpoena issued by a court of competent jurisdiction, DBSI shall keep confidential all
non-public information provided to it by the Company, and shall not disclose such information to any
third party, other than such of its employees and advisors as DBSI determines to have a need to know.
DBSI shall not use any such non-public information provided to it by the Company except in providing
the services contemplated herein.

Except as required by applicable law, or pursuant to an order entered or subpoena issued by a
court of competent jurisdiction, any materials and analysis to be provided by DBSI under this Agreement,
including the content and results of presentations to and discussions with the Rating Agencies, shall not
be disclosed publicly or made available to third parties without the prior written approval of DBSI and the
Company, and accordingly such materials and analysis shall not be relied upon by any person or entity
other than the Company.

Except as required by applicable law, or pursuant to an order entered or subpoena issued by a
court of competent jurisdiction or the Transaction documents, the Company agrees not to disclose to any
third party (other than its advisors in connection with this Transaction) the names of any purchasers or
prospective purchasers of the Securities and any financial analysis, presentation materials, draft or final
legal documents or other information prepared by DBSI or by legal counsel to DBSI without the prior
written approval of DBSI.

Notwithstanding the foregoing, the Company may disclose any information referred to in the
preceding two paragraphs (i) to the Company's officers, directors, partners, affiliates, employees, agents,
consultants and advisors as the Company determines to have a need to know, (ii) that was already in the
Company's possession prior to receipt from DBSI, (iii) that is obtained by the Company from a third
party who is not otherwise known by the Company to be prohibited from transmitting the information to
the Company by a confidentiality agreement, (iv) that is or becomes publicly available other than as a
result of disclosure by the Company, or (v) that is independently developed by the Company.

Notwithstanding any other provision in this Agreement, in connection with Treasury Regulation
Section 1.6011-4 of the Internal Revenue Code of 1986, as amended, the Company, the Issuer and DBSI
hereby agree that each party (and each employee, representative, or other agent of such party) may
disclose to any and all persons, without limitation of any kind, the U.S. tax treatment and U.S. tax
structure of the Transaction and all materials of any kind (including opinions or other tax analyses) that
are provided to such party relating to such U.S. tax treatment and U.S. tax structure, other than any
information for which nondisclosure is reasonably necessary in order to comply with applicable securities
laws.

This letter does not constitute an offer to underwrite or sell securities. This Ieter does not present all of the terms, conditions, covenants, represcntations, warranties
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfactosy due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the execution of mutually acceptable definitive documentation.
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12. Advertising

The Company agrees that DBSI has the right following the closing of the Transaction to place
advertisements in financial and other newspapers and journals at its own expense describing its services
to the Company hereunder, provided that DBSI will submit a copy of any such advertisements to the
Company for its prior approval.

13. Termination; Survivability

The term of DBSI's engagement hereunder shall extend from the date hereof until the earlier to
occur of (a) the three month anniversary of this Agreement or (b) termination by the Company, or
otherwise, of the credit agreement between Deutsche Bank AG, Cayman Islands Branch and the Issuer,
provided that upon mutual agreement by the Company and DBSI the engagement may be extended for a
period of 60 days (the "Term"). Subject to the provisions of paragraphs 4, 5, 6, 7, 8, 9, 10, 11, 12 and 13,
which shall survive any termination or expiration of this Agreement, either party may terminate the
engagement hereunder at any time by giving the other party at least 10 days prior written notice. If the
Company provides notice of its termination of this Agreement to DBSI during the Term or if the credit
agreement is terminated, then, if the Company closes a Similar Transaction before the earlier to occur of
(a) the date which is 3 months after the effective date of the termination notice from the Company or the
date of termination of the credit agreement, as applicable, and (b) the twelve month anniversary of the
date of this Agreement, then the Company shall pay DBSI, upon the closing of such Similar Transaction,
fees equal to the minimum fees that DBSI would have received had it closed the Transaction, assuming
the same tranching and notional transaction size as the Similar Transaction; provided that the Company
shall not be required to pay such fees if this Agreement is terminated or if the Transaction otherwise fails
to close as a result of any DBSI Breach or DBSI Exit.

14. Other Parties

The Company and DBSI each represent to the other that there is no other person or entity that is
entitled to a finder's fee or any type of brokerage commission in connection with the Transactions
contemplated by this Agreement as a result of any agreement or understanding with it. At DBSI's option,
some or all of its services hereunder may be performed by, and some or all of its fees may be paid to, an
affiliate or affiliates of DBSI and the term "DBSI" as used in this Agreement shall include such affiliate
or affiliates wherever appropriate.

15. Scope of Agreement

Nothing in this Agreement, expressed or implied, is intended to confer or does confer on any
person or entity other than the parties hereto or their respective successors and assigns, and to the extent
expressly set forth herein, the Indemnified Persons, any rights or remedies under or by reason of this
Agreement or as a result of the services to be rendered by DBSI hereunder. The Company further agrees
that neither DBSI nor any of its controlling persons, affiliates, directors, officers, employees or agents
shall have any liability to the Company for any losses, claims, damages, liabilities or expenses arising out
of or relating to this Agreement or the services rendered or to be rendered by DBSI hereunder, unless it is
finally judicially determined that such losses, claims, damages, liabilities or expenses directly resulted
from the gross negligence, willful misconduct or fraud of DBSI.

This letter does not constitute an offer to underwrite or sell securitics. This letter does not present all of the terms, conditions, covents, representations, warrantics
and other provisios which will be contained in the definitive legal documentation for the tIrEnCtion described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfactory due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the execution ofmutually acceptable definitive documentation.
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16. Enforceability

The invalidity or unenforceability of any provision of this Agreement shall not affect the validity
or enforceability of any other provisions of this Agreement, which shall remain in full force and effect.

17. Choice of Law; Waiver of Trial by Jury

This Agreement may not be amended or modified except in writing signed by each of the parties.
This Agreement shall be construed in accordance with, and this Agreement and all matters arising out of
or relating in any way whatsoever to this Agreement (whether in contract, tort or otherwise) shall be
governed by, the laws of the State of New York without reference to its conflict of law provisions (other
than Section 5-1401 of the New York General Obligations Law). Any right to trial by jury with respect to
any lawsuit, claim or other proceeding arising out of or relating to this Agreement or the services to be
rendered by DBSI hereunder is expressly and irrevocably waived.

18. No Fiduciary Relationship

The Company further acknowledges and agrees that:

(i) DBSI has been engaged solely to act as structurer and placement agent in
connection with the Transaction and that no fiduciary, advisory or agency
relationship between the Issuer or the Company, on the one hand, and DBSI, on
the other hand, has been created in respect of any of the transactions
contemplated by this Agreement, irrespective of whether DBSI has advised or is
advising the Issuer or the Company on other matters;

(ii) the pricing of the Securities will be established following discussions and arms-
length negotiations with DBSI, and the Company is capable of evaluating and
understanding and understands and accepts the terms, risks and conditions of the
transactions contemplated by this Agreement;

(iii) it has been advised that DBSI and its affiliates are engaged in a broad range of
transactions which may involve interests that differ from those of the Company
and that DBSI has no obligation to disclose such interests and transactions to the
Company by virtue of any fiduciary, advisory or agency relationship; and

(iv). It waives, to the fullest extent permitted by law, any claims it may have against
DBSI for breach of fiduciary duty or alleged breach of fiduciary duty and agrees
that DBSI shall have no liability (whether direct or indirect) to the Company in
respect of such a fiduciary duty claim or to any person asserting a fiduciary duty
claim on behalf of or in right of the Company, including stockholders, employees
or creditors of the Company.

This letter does not constitute an offer to underwrite or sell securities, This letter does not present all of the terms, conditions, covenants, representations, wammsntics
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfhctory due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the execution of mutually acceptable definitive documentation.
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19. Limited Recourse

The obligations of the Issuer hereunder are limited recourse obligations payable solely from the
Collateral and following realization of such Collateral, any claims of the parties hereto shall be
extinguished. No recourse shall be had against any officer, director, employee, shareholder or
incorporator of the Issuer .or their respective successors or assigns for any amounts payable under the
obligations of the Issuer hereunder. It is understood that the foregoing provisions shall not (a) prevent
recourse to the Collateral for the sums due or to become due under any instrument or agreement which is
part of the Collateral or (b) constitute a waiver, release or discharge of any obligations of the Issuer
hereunder until such Collateral has been realized, whereupon any outstanding indebtedness or obligation
shall'be extinguished and hereafter shall not revive. It is further understood that the foregoing provisions
shall not limit the right of any person to name the Issuer as a party or defendant in any action or suit or in
the exercise of any other remedy pursuant to the obligations of the Issuer hereunder, so long as no
judgment in the nature of a deficiency judgment or seeking personal liability shall be asked for or (if
obtained) enforced against any such person or entity. This Section shall survive termination of this
Agreement.

This letter does not constitute an offer to underwrite or sell securities. This letter does not present all of the terms, conditions, covenants, representations, warranties
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that ea not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfactory due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the crecution of mutually acceptable definitive documentation.
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HBK FIXED INCOME LTD.

Name:
Title:

GEMSTONE CDO VII LTD.

By:
Name: Alan Corkish
Title: Director

This eite deo not constitute an offer to underwilt or ail secuitis. This ltter doe not pront all of the tnns, ondlitins, covenants, reprontions, warantics
and other provisions which will be contained in the definitive Igal docuenotation for the tansaction described hereby. Those matters that arc not covered or med
cler in this leer are subj ct to mutual agirment of ho panius, Any transaction will be snohjc to, amo0ng other things, stisftory due diligence, final credit
approval, doomenat, filingo and opinions acceptable to coonsel and the oeecution of mutually acceptabie definitive documentation.
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HBK FIXED INCOME LTD.

By:/ ame:JJaGe,,
Title:

GEMSTONE CDO VII LTD.

By:
Name:
Title:

This letter does not constitute an offer to underwrite or sell securities. This letter does not present all ofthe terns, conditions, covenants, representations, warranties
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that aem not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfactory due diligence, final credit
approval, documents, filings and opinions acceptable to cmunsel and the execution of mutually acceptable definitive documentation.
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Borrower

Collateral

Facility Provider

Facility Term

Interest Rates

Advance Rates

Funded Amount

Conditions

EXHIBIT A

An affiliate of HBK Investments L.P.("HBK"); provided that such
affiliate's obligations shall be guaranteed by an HBK Entity

Triple-B rated Notes issued by GEMSTONE CDO VII Ltd.

Deutsche Bank AG London ("DB London")

Initial term of 18 months, extendable for additional six months at the
option of DB London and such extension is agreed to in writing by
the Company.

LIBOR + 0.45% for triple-B Ratedo) Notes

75% for triple-B Rated Notes

Advance Rates applied to lesser of (1) mark-to-market value of the
purchased securities and (2) the purchase price of the purchased
securities.

Agreement by the Company to, inter alia, standard financial
representations, warrantees and covenants consistent with the existing
facilities provided by DBSI.

(1) "Rated" means rated by both Rating Agencies as to principal and market interest for the rating
level described.

This letter does not constitute an offer to underwrite or sell securities. This letter does not present all of the terms, conditions, covenants, representations, warranties
and other provisions which will be contained in the definitive legal documentation for the transaction described hereby. Those matters that are not covered or made
clear in this letter are subject to mutual agreement of the parties. Any transaction will be subject to, among other things, satisfactory due diligence, final credit
approval, documents, filings and opinions acceptable to counsel and the execution of mutually acceptable definitive documentation.
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EXECUTION COPY

RISK SHARING AGREEMENT

OCTOBER 24, 2006

Among

DEUTSCHE BANK AG CAYMAN ISLANDS BRANCH

DEUTSCHE BANK SECURITIES INC.

And

GEMSTONE CDO VII LTD.

And

HBK MASTER FUND L.P.

And

HBK FIXED INCOME LTD.

And

HBK INVESTMENTS L.P.

ALLEN & OVERY
Allen & Overy LLP
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RISK SHARING AGREEMENT (the Agreement) dated as of October 24, 2006

AMONG

(1) DEUTSCHE BANK AG CAYMAN ISLANDS BRANCH (the Bank),

(2) GEMSTONE CDO VII LTD., an exempted company incorporated with limited liability under
the laws of the Cayman Islands (the Issuer),

(3) DEUTSCHE BANK SECURITIES INC. (DBSI) and HBK Master Fund L.P. (HBK Master)

and,

(4) HBK FIXED INCOME LTD. (HBK Fixed Income and, together with HBK Master, the HBK

Entities) and

(5) HBK INVESTMENTS L.P. (HBK Investments).

PRELIMINARY STATEMENT

(A) It is expected that, on or before the 120th day after the date of the Credit Agreement (the CDO

Closing Date), (i) pursuant to an Indenture (the Indenture) among the Issuer, Gemstone CDO
VII Corp., a corporation to be formed under the laws of Delaware, (the Co-Issuer) and a trustee,

the Issuer and the Co-Issuer intend to issue one or more Classes of secured notes (the CDO

Notes) and (ii) pursuant to the Issuer's Articles of Association and the Issuer's corporate

resolutions and the Preference Share Paying Agency Agreement, to be dated as of the CDO

Closing Date between the Issuer and a paying agent, the Issuer will issue Preference Shares (the
Preference Shares).

(B) It is expected that on the CDO Closing Date the Aggregate Principal Amount of the CDO Notes

together with the aggregate issue price of the Preference Shares will equal up to U.S.

$750,000,000.

(C) Pursuant to a Credit Agreement dated as of the date hereof (the Credit Agreement), by and

among the Issuer, DBSI and the Bank, the Bank will make available to the Issuer certain loans

(collectively, the Loans), the proceeds of which will be used by the Issuer to acquire certain

Underlying Assets in advance of the closing of the CDO Transaction and the issuance of the CDO

Notes and the Preference Shares.

(D) Each Underlying Asset and all Eligible Investments will be selected by HBK Investments LP,
with the approval of DBSI, pursuant to the Interim Collateral Management Agreement, dated as

of the date hereof (the Interim Collateral Management Agreement), between the Issuer and

HBK Investments L.P. (the Collateral Manager).

(E) It is expected that, at the closing of the CDO Transaction, the proceeds from the issuance of the

CDO Notes and the Preference Shares will be used to repay in full all amounts owing by the

Issuer to the Bank under the Credit Agreement.
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(F) Capitalized terms that are used but not defined herein have the respective meanings specified in
the Credit Agreement and, if not defined in the Credit Agreement, in the Interim Collateral
Management Agreement.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hereto agree as follows:

1. MANDATORY LIQUIDATION EVENT

If a Mandatory Liquidation Event occurs, the Bank and the Issuer shall cause all of the Collateral
Debt Securities to be sold and liquidated and all of the Long CDS Transactions and interest rate
agreements to be terminated or assigned pursuant to this Section 1, the Credit Agreement and the
Pledge Agreement.

2. GAINS AND LOSSES

In connection with the risk associated with the Issuer's purchase of Underlying Assets in the
manner contemplated by the Credit Agreement, if any of the Underlying Assets are liquidated,
terminated or assigned, as applicable, subject to the terms of the Pledge Agreement, the Bank, the
HBK Entities, DBSI and the Issuer agree as follows:

(a) On the fifth Business Day after the liquidation of any Underlying Asset purchased by the
Issuer,

(i) the HBK Entities shall pay to the Issuer, an amount equal to any Loss that results
from such liquidation and any Negative Portfolio Net Carry; provided that the
aggregate amounts paid by the HBK Entities to the Issuer pursuant to this
subsection 2(a)(i) shall not exceed 7.5% of the Commitment (net of the aggregate
amounts paid by the Issuer to the HBK Entities pursuant to subsection 2(a)(ii)
and (iii)) (the HBK Aggregate Liability),

(ii) the Issuer shall pay, an amount equal to any Gain that results from such
liquidation, first, in reduction of any Loss realized on any Underlying Asset
(prior to and without duplication with any amounts paid by the HBK Entities in
respect of such Loss hereunder), and second, to the HBK Entities, pro rata per
such HBK Entities as advised by the HBK Entities, and

(iii) The Issuer shall pay, an amount equal to any Positive Net Carry, first, in
reduction of any Loss realized on any Underlying Asset (prior to and without
duplication with any amounts paid by the HBK Entities in respect of such Loss
hereunder), and second, to the HBK Entities, pro rata per such HBK Entities as
advised by the HBK Entities.

(b) On the CDO Closing Date, the Issuer shall pay, an amount equal to the Portfolio Net
Carry, first, in reduction of any Loss realized on any Underlying Asset (prior to and
without duplication with any amounts paid by the HBK Entities in respect of such Loss
hereunder), and, second, to the HBK Entities, pro rata per such HBK Entities as advised
by the HBK Entities.
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(c) The HBK Entities shall be jointly and severally liable for all obligations under this
Agreement.

(d) Definitions.

(i) Loss means, with respect to the sale of any Collateral Debt Security or the
termination or assignment of any Long CDS Transaction, as applicable, the
amount by which,

(A) the sum of (1) the amount of proceeds paid by the Issuer in connection
with the purchase of such Collateral Debt Security less the sum of
(a) any accrued interest received which accrued prior to purchase, and
(b) the amount of any upfront or similar fees received by the Issuer in
connection with the original purchase or funding of such Collateral Debt
Security, (II) Hedging Costs, (III) any interest, premium or breakage fees
that are due to the Bank in connection with the related Loan, and (IV) the
Removal Loss with respect to such Long CDS Transaction exceeds

(B) the sum of (I) the amount of proceeds received by the Issuer in
connection with the sale of such Collateral Debt Security pursuant to
Section 1, net of any reasonable amounts expended by the Issuer in
connection with the assignment or other sale of such Collateral Debt
Security less the portion of the sale price attributable to accrued interest
which accrued before the assignment or sale, (II) the aggregate amount
of all distributions of principal received or receivable by the Issuer in
respect of such Underlying Asset from the issuer thereof in respect of
any record date occurring during the Carry Period for such Underlying
Asset and (II) the Removal Gain with respect to such Long CDS
Transaction; provided that Loss shall not include any losses due to
DBSI's gross negligence, willful misconduct, fraud, criminal conduct or
a material breach of DBSI's obligations under the Loan Documents (any
of the foregoing, a DB Breach).

(ii) Gain means, with respect to the sale of any Collateral Debt Security or the
termination or assignment of any Long CDS Transaction, as applicable, the
amount by which,

(A) the sum of (I) the amount of proceeds received by the Issuer in
connection with the sale of such Collateral Debt Security pursuant to
Section 1, net of any reasonable amounts expended by the Issuer in
connection with the assignment or other sale of such Collateral Debt
Security less the portion of the sale price attributable to accrued interest
which accrued before the assignment or sale, (II) the aggregate amount
of all distributions of principal received or receivable by the Issuer in
respect of such Collateral Debt Security from the issuer thereof in respect
of any record date occurring during the Carry Period for such Collateral
Debt Security, (III) the Removal Gain with respect to such Long CDS
Transaction exceeds
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(B) the sum of (I) the amount of proceeds paid by the Issuer in connection
with the purchase of such Collateral Debt Security less the sum of
(a) any accrued interest received which accrued prior to purchase, and
(b) the amount of any upfront or similar fees received by the Issuer in
connection with the original purchase or funding of such Collateral Debt
Security, (11) the Hedging Costs, (III) any interest, premium or breakage
fees that are due to the Bank in connection with the related Loan and
(IV) the Removal Loss with respect to such Long CDS Transaction.
Notwithstanding anything herein to the contrary, Gain on the liquidation
of Underlying Assets shall not be distributed until the earlier of (a) the
CDO Closing Date and (b) the date that all of the Underlying Assets
have been sold, terminated or assigned, as applicable.

(iii) Hedging Cost means, with respect to a Collateral Debt Security, fees incurred by
the Issuer in connection with any related Hedge Agreement, which amount shall
be increased by any loss recognized with respect to such Hedge Agreement or
reduced by any gain recognized with respect to such Hedge Agreement. To the
extent that gains on a Hedge Agreement exceed the costs of the Hedge
Agreement, the Hedging Cost shall be zero and the excess of the gain over the
cost of such Hedge Agreement shall be treated as proceeds received by the Issuer
in respect of the Collateral Debt Security.

(iv) Carry Period means, with respect to any Collateral Debt Security or Long CDS
Transaction, the period commencing on (and including) the settlement date on
which the Issuer purchases such Collateral Debt Security or the effective date of
such Long CDS Transaction hereunder and ending on (and excluding) the earlier
of (i) the date of the sale of the Collateral Debt Security or the termination or
assignment of the Long CDS Transaction and (ii) the CDO Closing Date.

(v) Net Carry means, with respect to any Underlying Asset, (A) the aggregate
amount of interest or Fixed Amount that accrues on such Underlying Asset
during the Carry Period at such Underlying Asset's interest rate or Fixed Rate, as
applicable, minus (B) if the Purchase Price Percentage is greater than 100%,
(1) the Purchase Price Percentage in respect of such Underlying Asset minus
100% multiplied by (2) the aggregate amount of all distributions of principal
received by the Issuer in respect of such Underlying Asset on or prior to such
date of determination, plus (C) if the Purchase Price Percentage is less than
100%, (1) 100% minus the Purchase Price Percentage in respect of such
Underlying Asset multiplied by (2) the aggregate amount of all distributions of
principal received by the Issuer in respect of such Underlying Asset on or prior to
such date of determination, minus (D) the aggregate amount of interest due and
payable under the Loan with respect to such Underlying Asset, minus (E) with
respect to an Underlying Asset bearing a fixed rate of interest, the carrying cost
in connection with hedging transactions with respect to such fixed rate
Underlying Asset for the period that each hedging transaction remains
outstanding arising from any expense premium payment of interest or accrual of
interest due as a result of each hedging transaction; provided that mark-to-market
gains and losses (I) on liquidated Underlying Assets and (II) upon termination of
the interest rate hedging transactions shall not be included in the calculation of
Net Carry. Notwithstanding anything herein to the contrary, Net Carry shall not
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be distributed until the earlier of (i) the CDO Closing Date and (ii) the date that
all of the Underlying Assets have been sold, terminated or assigned.

(vi) If the Net Carry is a positive number, then such amount is a Positive Net Carry,
and if the Net Carry is a negative number, then such amount is a Negative Net
Carry. Positive Portfolio Net Carryrmeans the net positive sum, if any, of the
Net Carry for each Underlying Asset. Negative Portfolio Net Carry means the
net negative sum, if any, of the Net Carry for each Underlying Asset.

(vii) Purchase Price Percentage means, with respect to any (A) Collateral Debt
Security as of any date of determination, a percentage equal to (i) the purchase
price (total dollar amount paid) thereof divided by (ii) the outstanding principal
balance of such Collateral Debt Security as of the date of purchase hereunder by
the Issuer and (B) Long CDS Transaction as of any determination date, a
percentage equal to (X) if an Upfront Payment was made by the Issuer to the
related CDS Counterparty, the sum of (a) 100% and (b) the amount of the upfront
payment made (in dollars) divided by the outstanding notional balance related to
such Long CDS Transaction as of the date of entering into such Long CDS
Transaction hereunder by the Issuer, (Y) if an Upfront Payment was made to the
Issuer by the related CDS Counterparty, the excess of (a) 100% over (b) the
amount of the upfront payment made (in dollars) divided by the outstanding
notional balance related to such Long CDS Transaction as of the date of entering
into the Long CDS Transaction hereunder by the Issuer, of (Z) if no Upfront
Payment was made by either party, 100%.

(viii) Removal Loss means, with respect to the transfer or assignment of a Long CDS
Transaction, the amount if positive, calculated by the Calculation Agent equal to
the sum of (A) Aggregate Issuer Payments plus (B) the Negative Assignment
Amount less (C) the Aggregate Synthetic Security Counterparty Payments, less
(D) the Positive Assignment Amount.

(ix) Removal Gain means, with respect to the transfer or assignment of a Long CDS
Transaction, the amount if positive, calculated by the Calculation Agent equal to
the sum of (A) the Aggregate Synthetic Security Counterparty Payments plus
(B) the Positive Assignment Amount less (C) Aggregate Issuer Payments less
(D) Negative Assignment Amount.

(x) With respect to the definition of Removal Gain and Removal Loss:

Aggregate Issuer Payments means with respect to a Long CDS Transaction, the
aggregate amount of payments made by the Issuer to the Synthetic Security
Counterparty including any Early Termination Amount paid by the Issuer.

Aggregate Synthetic Security Counterparty Payments means with respect to a
Long CDS Transaction, the aggregate amount of payments made by the Synthetic
Security Counterparty to the Issuer including any Early Termination Amount
paid by the Synthetic Security Counterparty but excluding any Fixed Payments.

Assignment Amount means with respect to an assignment or novation by the
Issuer of a Long CDS Transaction to a replacement counterparty, the amount of
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payment due with respect to such assignment or novation but for the avoidance
of doubt shall not include any Early Termination Amount If the Assignment
Amount is due to the Issuer, such amount is a Positive Assignment Amount and
if a payment is due to the replacement counterparty such amount is a Negative
Assignment Amount.

Early Termination Amount shall mean, with respect to the Long CDS
Transactions, the amount payable pursuant to Section 6(e)(ii)(2) of the Master
Agreement relating to such Long CDS Transaction but for the avoidance of doubt
shall not include any Assignment Amount.

3. ADDITIONAL AGREEMENTS

It is further agreed that:

(a) Each of the Collateral Manager and DBSI shall use its best efforts to cause the CDO
Transaction, to be completed on or prior to the 120th day after the date of the Credit
Agreement;

(b) Notwithstanding anything to the contrary contained in the Credit Agreement or the
Interim Collateral Management Agreement, neither the Issuer nor the Collateral Manager
shall purchase or sell any Collateral Debt Security or enter into or terminate or assign any
Long CDS Transaction unless DBSI shall have consented to such purchase or sale or
entering into or termination or assignment, as applicable;

(c) Notwithstanding anything to the contrary contained in the Credit Agreement or the
Interim Collateral Management Agreement, neither the Collateral Manager nor the HBK
Entities shall permit (i) the Credit Agreement to be amended to change any of the
portfolio covenants of the Issuer set forth in Section 5 of the Credit Agreement or (ii) the
Interim Collateral Management Agreement to be amended to change the portfolio
covenants of the Collateral Manager set forth in Section 4 of the Interim Collateral
Management Agreement, without the prior written consent of DBSI and the Bank;

(d) Any Losses in excess of the HBK Aggregate Liability or any losses due to a DB Breach
shall be borne solely by DBSI; and

(e) The Bank, the Issuer and DBSI hereby covenant and agree that they shall not amend the
Credit Agreement without the written consent of the collateral Manager.

4. CONDITIONS PRECEDENT

Each of the HBK Entities' obligations hereunder shall be subject to the satisfaction of the
following conditions precedent: (a) the Credit Agreement and (b) the Interim Collateral
Management Agreement shall, each, have been executed and delivered by the parties thereto.

5. GOVERNING LAW

THIS AGREEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH, AND THIS

AGREEMENT AND ALL MATTERS ARISING OUT OF OR RELATING IN ANY WAY

WHATSOEVER (WHETHER IN CONTRACT, TORT OR OTHERWISE) TO THIS
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AGREEMENT SHALL BE GOVERNED BY, THE LAWS OF THE STATE OF NEW
YORK WITHOUT REFERENCE TO ITS CONFLICT OF LAWS PROVISIONS (OTHER
THAN SECTION 5-1401 OF THE NEW YORK GENERAL OBLIGATIONS LAW).

6. JURISDICTION

Each of the parties hereto hereby irrevocably submits to the non-exclusive jurisdiction of any
New York State or United States federal court sitting in the City and County of New York over
any suit, action or proceeding arising out of or relating to this Agreement or the transactions
contemplated hereby and irrevocably waives, to the fullest extent it may effectively do so, any
objection which it may now or hereafter have to the laying of venue of any such proceeding.

7. TERMINATION

This Agreement will automatically terminate and be of no further force or effect (A) upon the
closing of the CDO Transaction and the issuance of the CDO Notes and the Preference Shares or
(B) on the fifth day following the final liquidation of all assets held under the Credit Agreement
pursuant to paragraph 2.

8. NON-PETITION

The parties hereto, by entering into this Agreement, hereby covenant and agree that they will not
at any time institute against the Issuer, or voluntarily join in any institution against the Issuer of,
any bankruptcy, reorganization, arrangement, insolvency or liquidation proceedings, or other
proceedings under any United States federal or state bankruptcy or similar law of any jurisdiction
within or without the United States in connection with any obligations owing to it for a period of
one-year (or the then applicable preference period) and one-day following the Maturity Date.
This Section shall survive termination of this Agreement

9. LIMITED RECOURSE

The obligations of the Issuer hereunder are limited recourse obligations payable solely from the
Collateral and following realization of such Collateral, any claims of the parties hereto shall be
extinguished. No recourse shall be had against any officer, director, employee, shareholder or
incorporator of the Issuer or their respective successors or assigns for any amounts payable under
the obligations of the Issuer hereunder. It is understood that the foregoing provisions shall not
(a) prevent recourse to the Collateral for the sums due or to become due under any instrument or
agreement which is part of the Collateral or (b) constitute a waiver, release or discharge of any
obligations of the Issuer hereunder until such Collateral has been realized, whereupon any
outstanding indebtedness or obligation shall be extinguished and thereafter shall not revive. It is
further understood that the foregoing provisions shall not limit the right of any person to name the
Issuer as a party or defendant in any action or suit or in the exercise of any other remedy pursuant
to the obligations of the Issuer hereunder, so long as no judgment in the nature of a deficiency
judgment or seeking personal liability shall be asked for or (if obtained) enforced against any
such person or entity. This Section shall survive termination of this Agreement.

[Signature Page Follows]
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IN WITNESS WHEREOF, this Risk Sharing Agreement has been entered into as of the date set
forth above.

DEUTSCHE BANK AG CAYMAN
ISLANDS BRANCH

By:

Name:
Title:

By:

Name:
Title:

DEUTSCHE BANK SECURITIES INC.

By:

Name:
Title:

By:

Name:
Title:

GEMSTONE CDO VII LTD.

By:

Name:
Title:

HBK F L.P.

By:

Title:

H1BK F1 COUN LTD.

By:
e: J. Bg&gl C , Jr.

HBK TS L.

By:
ame:

Title: 88W Cif t, Jr.
AuthorizedSigntory

[Signature Page to the Risk Sharing Agreement]
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From:
Sent:

Subject:

Kevin Jenks
Friday, January 5, 2007 12:28:33 PM
Abhayad Karat
RE: Gemstone CDO 7 - concentration limits

1. OK
2 I think 3 is fine
3 would like this to 1.25 at least
4 no lets leave it in

-- Original Message--
From: Abhayad Kamat
Sent: Thursday, January 04, 2007 7:27 PM
To: Kevin Jenks; Marco Lukesch; Rachel Wish
Cc: Sourav Sen; Chehao Lu
Subject: Gemstone CDO 7 - concentration limits

Kevin,
this is what we are thinking of in terms of concentration limits for the revolving deal. let me know what you
think. thanks.

1.
Issue concentration limit 2.5% (5 exceptions up to 3%)

2.
We will try not to have issuer concentration limits but if investors ask, it will be as follows:
- Issuer concentration: 2.5% (4 exceptions upto 3% and 1 additional exception upto 4%)
- or HBK to decide if ok to reduce the GSAMP 2006-NC2 to at or below 3%

3.
Issue concentration limits for assets rated below Baa3: 1.0% (with 2 exceptions upto 1.40%) MLMI 2005-
HE1 B3 1.36%
FFML 2006-FFI3 B1 1.06%
- any chance we can reduce this to below 1.0%?

4.
MLMI 2005-HEl B3 on negative watch - do you want to move this out of the portfolio - investors might
question/resist

Note: this does not include non-ramped assets, so you would need to keep these in compliance for

ramping remaining assets.

Abhayad Kamat
Global COO Group
Deutsche Bank Securities Inc.
60 Wall Street, 19th Floor,
New York, NY 10005-2858
(212) 250-0526 work
(917) incell
(732) 578-2890 fax

I - Redacted by the Permanent
Subcommittee on Investigations

This e-mail may contain confidential and/or privileged information. If you are not the intended recipient (or
have received this e-mail in error) please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this e-mail is strictly forbidden.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1379
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"Kevin Jenks" ToGreg Lippmann/NewYork/DBNA/DeuBa@DBAmericas
<kjenks@hbk.com> cc

bcc
12/11/2006 02:56 PM SubjectRE: List we want to move to cdo

Greg, I have been trying to work with you. Doing trades just with you and not on bid lists. But we play in the higher
quality part of the market, I really expected you to approve the list as is. We still have several hundred million of bonds to
do in cds form to do. The bonds that I create have more OC are better collateral and better names. They always trade at
the tighter end of the market. None are on downgrade watch and are seasoned. and I really don't understand your
incentive to be doing this. We can start doing bid lists.

Kevin

....................................................................... ........................................ ............. ...............................................................

From: Greg Lippmann
Sent: Friday, December 08, 2006 4:37 PM
To: Kevin Jenks
Subject: RE: List we want to move to cdo

we have seen the flht 05-d bbb- trade wide....please work with me on this...i am trying to work with you

Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917) 601-1916
greg.lippmann@db.com

"Kevin Jenks" <kjenks@hbk.com> To Greg Lippmann/NewYork/DBNA/DeuBa@DBAmercas

cc
12/08/2006 04:20 PM Subject RE: List we want to move to cdo

Greg, Fremont overall is really not trading badly just the ones on downgrade watch. Also from the bb list color which I am

sure you have seen. Good BB's are trading well. Also we have the majority of the bonds in here that are 05 vintage
which is trading very well. So I don't want to lower them by 2 pts. and even yesterdays bb list traded great with the

significant widening of baa3 cds

......................................................................................... ....................................................................................................

From: Greg Lippmann

Sent: Friday, December 08, 2006 4:00 PM

To: Kevin Jenks

Subject: Re: List we want to move to cdo

Ok approved but would like to lower these 2 pts each given recent press on fhlt and the

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

dential Treatment Requested by DBSI Report Footnote #1380 DBSI PSI EMAIL 01886779
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significant widening in the baa3 cds. Is that cool?

35729PMR8??????? 3, 000.000 ???? FHLT 2005-D B2 Mtge???? ??????? 775????? 35c ?? ???????

86.71875
362334PW8??????? 3, 000.000 ???? GSAMP 06-FM1 B4 Mtge??? 900????? 35c ?? ???????

83.69921875

36245DAV2??????? 10,217.000 ??? GSAMP 06-FM2 B2 Mtge??? 900????? 100ppc ???????

81.1171875

Sent from my BlackBerry Handheld.

------ Original Message -----

From: "Kevin Jenks" [kjenks@hbk.com]
Sent: 12/08/2006 03:31 PM
To: Greg Lippmann

Subject: List we want to move to cdo

Please approve

03072SYH2
35729PMR8
362334PW8
36245DAV2
437084RJ7
437084QK5
362463AR2

4,000.000
3,000.000
3,000.000
10,217.000

4,500.000
7,500.000
8,815.000

spread speed
AMSI 2005-Ri M10 Mtge
FHLT 2005-D B2 Mtge
GSAMP 06-FM1 B4 Mtge
GSAMP 06-FM2 B2 Mtge

HEAT 2005-9 B3 Mtge
HEAT 2005-8 B3 Mtge
GSAMP 06-NC2 B2 Mtge

price
800 35c

775 35c
900 35c
900 100ppc

850 100ppc
850 100ppc

800 100ppc

92.46875
86.71875

83.69921875
81.1171875

85.46484375
86.84375

84.69140625

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.
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1N1 LM ERFkILL

Reginald J. Brown

October 12, 2010

li Courier Delio'i

l Ion. Carl Levin. Chainna!
Pennanent Subcommittee on Investigations
Commirtee on Ho)mcland Security and Governmental Affairs
United States Senate
SR-199 Russell Senate Office Building
\Vashington, DC 20510

Ilon. Tom Coburn. Rankim4 N'cmher
Pennanent Subcommittee on Investigations
Committee on Homeland Security and Governmental Affairs
United States Senate
SR-199 Russell Senate Office Building
Washington. DC 205 10

Dear Chairman Levin and Ranking Member Coburn:

Today H13K Capita! Management ("l] BK") is stibitting to the Permanent Subcommittee

on Investigations ("PSF) a further set ofdocuments in response to the PSI's requests. These

documents have been bates labeled GEM7-00006353 througi GEM 7-00008037. and are bcing

provided electronically on the enclosed CD. A limited amount ol potentially privileged

iniormation or proprietary or sensitive information that is not related to Gemstone VIl has been

withheld or redacted. 11DK may amend or supplement this production as appropriate based on

continuing discussions with your staff and our further review of these issues.

The documents labeled G EM7-00006353 through GEM7-00008029 contain additional

custodian emails of Marco Lukeseh, Jason Lowry, Jamiel Akhtar, and Kevin Jenks, and

supplements our production of September 22. 2010. The documents labeled GEM7-00008030

through GEM7-0000S037 provide informition regarding the analytic tools that II BK used to

evaluate assets that were considered for inclusion in the Gemstone V I I CDO. To assist the staff

in understanding these tools and how they operated. we also provide the inlonnation below.

HBK used a statistically driven mortgage behavior model to help make trading decisions

and select assets for inclusion in the Gemstone Vl CDO. Three separate database tools were

utilized in this process. First. l IBK licensed a conuiercial database called I' /)arahase. which

contained detailed infbrmation and performance history for millions of non-agency mortgages.

HBK used this database for three purposes: (i) to obtain data on loan performance history that

could be used to develop and calibrate HBK's proprietary model, (ii) to obtain loan perfomance

Wilnr CuXL'r Picketin: I ialr arid Dto tI, 1875 Pcnimlevania Av-nue NW, WAshi n. DC 20006

Permanent Subcommittee on Investigations
nWall Street & The Financial Crisis x Si A n

Report Footnote #1383
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WILMERHALE

October 12, 2010
Page 2

information which could then be inputted into HBK's proprietary model, and (iii) to provide
information that could be used as a tool to monitor mortgage bond performance. The LP
Database was a robust dataset comprising close to 80% of the market, back to the 1996 vintage.

Utilizing the data acquired from the LP Database, HBK then developed a proprietary
system called the Loss Model that forecasted the likelihood of default, prepayment, delinquency,
or timely payment for an individual mortgage monthly over a ten-year time horizon. The Loss
Model made these forecasts based on a series of 50 loan characteristics, including whether the

mortgage was a first or second lien mortgage, the type of mortgage (e.g., fixed or ARM), its
geographic location, FICO score, loan-to-value ratio, and level of documentation, and
projections of home price appreciation and unemployment rates.

Finally, HBK merged the information from the Loss Model into a Bond Evaluation

Engine, which was based on software licensed from Intex Solutions. The Bond Evaluation

Engine provided information that assisted HBK traders in pricing mortgage bonds and evaluating
how the bonds might perform under certain stresses. The purpose of this tool was to assist HBK

in predicting how the cash flows and losses from the individual mortgages within a given RMBS
bond would be pushed through the liability waterfall of the bond. This portion of the analysis
focused on the structure and enhancements of the RMBS and how those structures would
contribute to bond performance.

The entire universe of RMBS was inputted into the model every month, with new issues

being entered as soon as information became available. This allowed HBK's traders to run a

particular RMBS through the model at any time, using a user interface on HBK's internal web

site. In addition to the real-time web-based interface, a trader could also generate results from

the model by sending an email to a particular email address, which would generate an automated

response containing model results. We have included an exemplar email request and automated

response at GEM7-00008035 through GEM7-00008037. Lastly, we have also included (at

GEM7-00008030 through GEM7-00008034) a presentation for investors that was created in

December 2006, which was intended to describe and summarize this process by walking through

a case study in the analysis of a particular bond.

HBK respectfully requests that its produced documents be maintained confidentially
under Rule 16 of the PSI's Rules of Procedure and not be released publicly without a majority

vote of the PSI. HBK further asks that the PSI staff provide the undersigned with notice and an
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October 12, 2010
Page 3

opportunity to be heard in the event the PSI determines that it will disclose any information from
this production or letter to a third party. Such treatment would be consistent with the respect for
privileged and confidential information that the.Subcommittee has shown in the past.

Please feel free to contact us at (202) 663-6430 should you have any questions.

Sincerely,

Reginald J. Brown

Laura Moranchek Hussain

Enclosures

cc: Jon Mosle
Henry Klchm III
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Greg
Lippmann/NewYork/DBNA/DeuBa@DBAMERICAS

12/08/2006 04:00 PM

To"Jashin Patel"
<jashin.patel@db.com>, "Rocky
Kurita" <hiroki.kurita@db.com>

cc
bec

SubjectFw: Warehouse Approval Request

Another trade with jenks.

Sent from my BlackBerry Handheld.

----- Original Message -----
From: "Kevin Jenks" [kjenks@hbk.com]
Sent: 12/08/2006 03:40 PM
To: Greg Lippmann/NewYork/DBNA/DeuBa@DBAnericas
Subject: Re: Warehouse Approval Request

Yes.

----- Original Message -----
From: Greg Lippmann
To: Kevin Jenks
Sent: Fri Dec 08 14:38:52 2006
Subject: Re: Warehouse Approval Request

Done this is in addition to the rasc, yes?

Sent from my BlackBerry Handheld.

----- Original Message -----
From: "Kevin Jenks" [kjenks@hbk.com]
Sent: 12/08/2006 03:29 PM
To: Greg Lippmann
Subject: RE: Warehouse Approval Request

ok then gsamp 069-nc2 m9 at 375 for you at 10m

From: Greg Lippmann
Sent: Friday, December
To: Kevin Jenks
Subject: RE: Warehouse

08, 2006 3:21 PM

Approval Request

165 bid for that one... show me something interesting maybe gsamp 06-nc2 m8 275 or m9

375 or some more rasc ks or a heat etc...

Greg H. Lippmann
Managing Director

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Renort Footnote #1386 DBSI-PSI-EMAIL01883072Confidential Treatment Requested by DBSI
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Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917) 601-1916
greg.lippmann@db.com

"Kevin Jenks" <kjenks@hbk.com>

12/08/2006 02:48 PM

To
Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas

cc

Subject
RE: Warehouse Approval Request

I would not do that to you so I can't do it to Barclays. Here is another bond

55275BAP2 MABS 06-NC2 M9 Baa2 BBB-

From: Greg Lippmann
Sent: Friday, December 08, 2006 2:34 PM
To: Kevin Jenks
Subject: RE: Warehouse Approval Request

i dont doubt anythin you are saying about the confusion but I would really like to do

the m9 with you. We have been trumped in a similar way by other dealers so I would ask

you to do the same to barclays here or show me an equivalent bond that we can buy

protection at same level

Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917) 601-1916
greg.lippmann@db.com

"Kevin Jenks" <kjenks@hbk.com>

Confidential Treatment Requested by DBSI DBSI-PSI-EMAILO 1883073
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12/08/2006 02:21 PM

To
Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas

cc

Subject
RE: Warehouse Approval Request

That was the confusion, larry told us that rocky did not want to bid because of the

level on the M8's. which we only found out after we already did the M9' that is was all

bull. The M8 was on a owic, an account with one of our salespeople. So she put in the

bid and said we were the best bid on the M8's. After several hours the account did not

care there as we had been lead to believe so we killed it. Though we had already traded

the M9's. So of course I would have liked to do the trade with you, but as I have said

we have already done it. We have many more coming.

Also aside from the cdo, we are doing an entire new index cds strategy that we are being

given more risk tolerances for.

From: Greg Lippmann
Sent: Friday, December 08, 2006 2:15 PM

To: Jason Lowry
Cc: Abhayad Kamat; ABS; Chehao Lu; FixedIncome; Hiroki Kurita; Jordan Milman; Lucy

Fagan;.Mike Li; Rachel Wish; Sourav Sen

Subject: RE: Warehouse Approval Request

no that qwas on the Baa2... we would like to book this trade.. .I think the confusion was

due to kevin telling rocky that he was seeing 300 on the baa2... .please do this trade

with us

Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917) 601-1916
greg.lippmann@db.com

"Jason Lowry" <JLowry@hbk.com>

12/08/2006 02:10 PM
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Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas
cc

Abhayad Kamat/NewYork/DBNA/DeuBa@DBAmericas, "ABS" <ABS@hbk.com>, Chehao

Lu/NewYork/DBMA/DeuBa@DBAmericas, "FixedIncome" <FixedIncome@hbk.com>, Hiroki

Kurita/NewYork/DBNA/DeuBa@DBAmericas, Jordan Milman/NewYork/DBNA/DeuBa@DBAmericas, Lucy

Fagan/db/dbcom@DBAmericas, Mike Li/db/dbcom@DBAmericas, "Rachel Wish" <RWish@hbk.com>,

Sourav Sen/NewYork/DBNA/DeuBa@DBAmericas
Subject

RE: Warehouse Approval Request

Rocky told Larry that he would prefer to pass.

From: Greg Lippmann
Sent: Friday, December 08, 2006 2:09 PM
To: Jason Lowry
Cc: Abhayad Kamat; ABS; Chehao Lu; FixedIncome;
Fagan; Mike Li; Rachel Wish; Sourav Sen
Subject: Re: Warehouse Approval Request

we would like this trade for ourselves, we are

We were NOT a buyer of Baa2 at 300.

Hiroki Kurita; Jordan Milman; Lucy

a BUYER of protection on the bbb- at 365.

Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917) 601-1916
greg.lippmann@db.com
"Jason Lowry" <JLowry@hbk.com>

12/08/2006 01:16 PM

To
Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas, Jordan

Milman/NewYork/DBNA/DeuBa@DBAmericas, Hiroki Kurita/NewYork/DBNA/DeuBa@DBAmericas,

Abhayad Kamat/NewYork/DBNA/DeuBa@DBAmericas, Sourav Sen/NewYork/DBNA/DeuBa@DBAmericas,

Chehao Lu/NewYork/DBNA/DeuBa@DBAmericas, Lucy Fagan/db/dbcom@DBAmericas, Sourav
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Sen/NewYork/DBNA/DeuBa@DBAmericas, "Rachel Wish" <RWish@hbk.com>, "FixedIncome"

<FixedIncome@hbk.com>, Mike Li/db/dbcom@DBAmericas, "ABS" <ABS@hbk.com>
cc

Subject
Warehouse Approval Request

Can you approve 15mm of RASC 06-KS3 M9 at 365 with Barclays for the CDO warehouse?

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any
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unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.
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GREGLIP@bloomberg.net ToJMILMAN@bloomberg.net

02/23/2007 03:53 PM
cc

bec
SubjectRe: gemstone AAs

=====Begin Message=====
Message#: 2768
Message Sent: 02/23/2007 15:53:30
From: GREGLIP@bloomberg.netIGREG LIPPMANNIDEUTSCHE BANK SECURI117261328663

To: JMILMAN@bloomberg.netIJORDAN MILMANIDEUTSCHE BANK SECURI117261328663

Subject: Re: gemstone AAs

fine...
----- Original Message -----
From: JORDAN MILMAN, DEUTSCHE BANK SECURI
At: 2/23 15:34:40

we have so many jv's floating around i'd really like to avoid that. Then we get

in to a whole thing about our levels which will be horrible on these. I'd

rather just have ilinca show hbk, he loves bonds like this

=====End Message=====

E Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1386

4-
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IMPORTANT NOTICE

Attached please find an electronic copy of the Preliminary Offering Circular (the "Offering Circular),
dated February 14, 2007 relating to the offering of certain notes (the "Notes") of GEMSTONE CDO VII

LTD. (the "Issuer") and GEMSTONE CDO VII CORP. (the "Co-Issuer" and together with the Issuer, the
"Issuers").

The Preliminary Offering Circular is highly confidential and does not constitute an offer to any person,

other than the recipient, or to the public generally to subscribe for or otherwise acquire any of the

securities described therein.

Distribution of this electronic transmission of the Preliminary Offering Circular to any person other than (a)

the person receiving this electronic transmission from Deutsche Bank Securities Inc. as Initial Purchaser

on behalf of the Issuers, and (b) any person retained to advise the person receiving this electronic

transmission with respect to the offering contemplated by the Preliminary Offering Circular (each, an

"Authorized Recipient") is unauthorized. Any photocopying, disclosure or alteration of the contents of

the Preliminary Offering Circular, and any forwarding of a copy of the Preliminary Offering Circular or any

portion thereof by electronic mail or any other means to any person other than an Authorized Recipient, is

prohibited. By accepting delivery of this Preliminary Offering Circular, each recipient hereof agrees to the

foregoing.

PSI-M&TBank-02-0001
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Subject to Completion dated February 14, 2007
Gemstone CDO VII Ltd.
Gemstone CDO VII Corp.

U.S.$[ ] Class A-1 Floating Rate Notes Due []
U.S.$[] Class A-2 Floating Rate Notes Due 0
U.S.$[] Class B Floating Rate Notes Due 0
U.S.$[] Class C Floating Rate Deferrable Interest Notes Due 0
U.S.$[ ] Class D Floating Rate Deferrable Interest Notes Due D
U.S.$[] Class E Floating Rate Deferrable Interest Notes Due 0

-S U.S.$[] Preference Shares
Secured by a Portfolio of Asset-Backed Securities
Gemstone CDO Vil Ltd., an exempted company with limited liability incorporated under the laws of the Cayman Islands (the
'Issuer"), and Gemstone CDO VII Corp., a Delaware corporation (the "Co-Issuer" and, together with the Issuer, the "Issuers"), will
issue U.S.$[] Class A-1 Floating Rate Notes Due [ (the "Class A-1 Notes"), U.S.$[ ] Class A-2 Floating Rate Notes Due [| (the
'Class A-2 Notes") and, together with the Class A-1 Notes, the "Class A Notes"), U.S.$[ ] Class B Floating Rate Notes Due ] (the
"Class B Notes"), U.S.$[ ] Class C Floating Rate Deferrable Interest Notes Due [] (the "Class C Notes"), U.S.$( ] Class D Floating

- Rate Deferrable Interest Notes Due [] (the "Class D Notes") and U.S.$[ ] Class E Floating Rate Deferrable Interest Notes Due [ (the
"Class E Notes" and, together with the Class A Notes, Class B Notes, Class C Notes and Class D Notes, the "Notes'). The Notes
will be issued and secured pursuant to an Indenture dated as of March [ 1, 2007 (the "Indenture"), among the Issuer, the Co-Issuer
and Deutsche Bank Trust Company Americas, as trustee (the "Trustee"). The Collateral securing the Notes will be managed by
HBK Investments L.P. (together with its affiliated subadvisors, the "Collateral Manager). (continued on next page)

It is a condition to the issuance of the Notes that the Class A-1 Notes be rated "Aaa" by Moody's Investors Service, Inc. ("Moody's")
and "AAA" by Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc. ("Standard & Poor's" and,
together with Moody's, the "Rating Agencies"), that the Class A-2 Notes be rated "Aaa" by Moody's and "AAA" by Standard &
Poor's. that the Class B Notes be rated at least "Aa2" by Moody's and "AA" by Standard & Poor's, that the Class C Notes be rated at
least "A2" by Moody's and "A" by Standard & Poor's, that the Class D Notes be rated at least "Baa2" by Moody's and "BBB" by
Standard & Poors and that the Class E Notes be rated at least "Bal" by Moody's and "BB+" by Standard & Poors. The Preference
Shares will not be rated.
This document constitutes a prospectus under the Prospectus Directive. The "Prospectus Directive" means Directive 2003f71/EC
of the European Parliament and of the Council of 4 November 2003 on the prospectus to be published when securities are offered
to the public or admitted to trading.
Application will be made to the Irish Financial Services Regulatory Authority, as competent authority under Directive 2003171/EC, for
the prospectus to be approved. Application will be made to the Irish Stock Exchange to admit the Notes to the Official List and
trading on its regulated market. Such approval will relate only to Notes which are to be admitted to trading on the regulated market
of the Irish Stock Exchange or other regulated markets for the purposes of Directive 93/22/EEC or which are to be offered to the

public in any Member State of the European Economic Area. There can be no assurance that such admission will be granted. No
application will be made to list the Notes on any other stock exchange.
Investing In the Notes Involves risks. See "Risk Factors" starting on page 24.

THE PLEDGED ASSETS OF THE ISSUER ARE THE SOLE SOURCE OF PAYMENTS ON THE NOTES AND THE PREFERENCE
SHARES. THE NOTES AND THE PREFERENCE SHARES DO NOT REPRESENT AN INTEREST IN OR OBLIGATIONS OF, AND
ARE NOT INSURED OR GUARANTEED BY, THE TRUSTEE, THE COLLATERAL MANAGER, DEUTSCHE BANK SECURITIES
INC. ("DBSl" OR THE "INITIAL PURCHASER"), ANY OF ITS AFFILIATES OR ANY OTHER PERSON OR ENTITY.

c THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT
OF 1933, AS AMENDED (THE "SECURITIES ACT"), UNDER APPLICABLE STATE SECURITIES LAWS OR UNDER THE LAWS
OF ANY OTHER JURISDICTION. NEITHER THE ISSUER NOR THE CO-ISSUER IS OR WILL BE REGISTERED UNDER THE
UNITED STATES INVESTMENT COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"), IN RELIANCE
UPON THE EXCLUSION PROVIDED BY SECTION 3(c)(7) THEREOF. THE NOTES AND PREFERENCE SHARES ARE BEING
OFFERED (A) IN THE UNITED STATES IN RELIANCE UPON AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS
OF THE SECURITIES ACT (i) PROVIDED BY SECTION 4(2) THEREOF TO A LIMITED NUMBER OF INSTITUTIONAL
ACCREDITED INVESTORS WITHIN THE MEANING OF RULE 501(a)(1), (2), (3) or (7) UNDER THE SECURITIES ACT, OR (ii)
PURSUANT TO RULE 144A UNDER THE SECURITIES ACT ("RULE 144A") TO "QUALIFIED INSTITUTIONAL BUYERS" (AS
DEFINED IN RULE 144A), AND (B) OUTSIDE THE UNITED STATES TO PERSONS WHO ARE NOT U.S. PERSONS (AS
DEFINED IN REGULATION S) IN OFFSHORE TRANSACTIONS IN RELIANCE ON REGULATION S UNDER THE SECURITIES
ACT ("REGULATION S") AND, IN EACH CASE, IN ACCORDANCE WITH APPLICABLE LAWS. THE NOTES AND

2 PREFERENCE SHARES MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO OR FOR THE ACCOUNT
V OR BENEFIT OF U.S. PERSONS EXCEPT TO QUALIFIED PURCHASERS (WITHIN THE MEANING OF THE INVESTMENT

O COMPANY ACT AND THE RULES THEREUNDER). EACH PURCHASER OF NOTES OR PREFERENCE SHARES WILL BE
DEEMED TO HAVE MADE OR WILL BE REQUIRED TO MAKE CERTAIN ACKNOWLEDGMENTS, REPRESENTATIONS AND
AGREEMENTS AS SET FORTH UNDER "TRANSFER RESTRICTIONS." A TRANSFER OF NOTES OR PREFERENCE SHARES
(OR ANY INTEREST THEREIN) IS SUBJECT TO CERTAIN RESTRICTIONS DESCRIBED HEREIN, INCLUDING THAT NO
SALE, PLEDGE, TRANSFER OR EXCHANGE MAY BE MADE IN A DENOMINATION LESS THAN THE REQUIRED MINIMUM
DENOMINATION. SEE "TRANSFER RESTRICTIONS."
The Notes are offered by the Initial Purchaser at varying prices determined in each case at the time of sale, subject to prior sale,

C. when, as and if issued, the approval of certain legal matters by counsel and the satisfaction of certain other conditions. The Initial
Purchaser reserves the right to withdraw, cancel or modify such offer and to reject orders in whole or in part. It is expected that the

U Notes will be delivered on or about March [), 2007 (the "Closing Date") through the facilities of The Depository Trust Company
("DTC"), Euroclear Bank S.A./N.V., and Clearstream Banking, soci6t6 anonyme, against payment therefor in immediately available
funds. It is a condition to the issuance of each of the Notes and the Preference Shares that all of the Notes and the Preference

0 Shares be issued concurrently.
DEUTSCHE BANK SECURITIES INC.

F The date of this Offering Circular is February 0, 2007
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(cover continued)

Concurrently with the issuance of the Notes, the Issuer will issue 0 Preference Shares pursuant to the
Memorandum and Articles of Association of the Issuer (the "Issuer Charter) and in accordance with a
Preference Share Paying Agency Agreement dated as of March [], 2007 (the "Preference Share Paying
Agency Agreement"), among the Issuer, Deutsche Bank Trust Company Americas, acting through an
affiliate or agent outside the United States as preference share paying agent and preference share
transfer agent (in such capacities, the "Preference Share Paying Agent" and the "Preference Share
Transfer Agent") and Maples Finance Limited as the share registrar (in such capacity, the "Share
Registrar").

Interest on the Notes will be payable in U.S. dollars in arrears on each Payment Date. Payments of
principal of and interest on the Notes on any Distribution Date will be made if and to the extent that funds
are available on such Distribution Date in accordance with the Priority of Payments set forth herein.
Distributions on the Preference Shares will be paid to the extent funds are available in accordance with
the Priority of Payments. See "Description of the Notes-Interest," "-Principal" and "-Priority of
Payments." The principal of the Notes is payable on each Distribution Date and is required to be paid by
their applicable Stated Maturity, unless redeemed or repaid prior thereto. See "Description of the Notes-
Principal."

The Notes are subject to redemption under the circumstances described under "Description of the
Notes-Mandatory Redemption," "-Auction Call Redemption," "-Optional Redemption", "-Clean-Up
Call Redemption" and "-Tax Redemption."

The Notes offered by the Issuers in the United States will be offered in reliance on an exemption from the
registration requirements of the Securities Act and will be represented by one or more global notes
("Restricted Global Notes") in fully registered form without interest coupons attached, deposited with,
and registered in the name of, DTC (or its nominee). The Notes offered by the issuers outside the United
States will be offered in reliance upon Regulation S under the Securities Act and initially will be
represented by one or more temporary global notes ("Temporary Regulation S Global Notes"), that will
be exchangeable for one or more permanent global notes ("Permanent Regulation S Global Notes"
and, together with the Temporary Regulation S Global Notes, the "Regulation S Global Notes") in fully
registered form without interest coupons attached, deposited with, and registered in the name of, DTC (or
its nominee), initially for the accounts of Euroclear Bank S.A./N.V., as operator of the Euroclear system
("Euroclear"), and/or Clearstream Banking, socidtd anonyme ("Clearstream"). Until and including the
40th day after the later of the commencement of the offering and the Closing Date (the "Distribution
Compliance Period"), beneficial interests in a Regulation S Global Note may be held only through
Euroclear or Clearstream. Except in the limited circumstances described herein, certificated notes will not
be issued in exchange for beneficial interests in a global note. See "Description of the Notes-Form,
Denomination, Registration and Transfer."

NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY, THE
ISSUER, THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF AGREE THAT EACH OF
THEM AND EACH OF THEIR EMPLOYEES, REPRESENTATIVES, AND OTHER AGENTS MAY
DISCLOSE, IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS, TO ANY AND ALL
PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF
THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX
ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX TREATMENT AND
TAX STRUCTURE, EXCEPT WHERE CONFIDENTIALITY IS REASONABLY NECESSARY TO
COMPLY WITH U.S. FEDERAL, STATE, OR CAYMAN ISLAND'S SECURITIES LAWS. FOR
PURPOSES OF THIS PARAGRAPH, THE TERMS "TAX", "TAX TREATMENT", "TAX STRUCTURE",
AND "TAX BENEFIT" ARE DEFINED UNDER TREASURY REGULATION § 1.6011-4(c).

In this Offering Circular, references to "U.S. Dollars"," USD," "Dollars" and "U.S.$" are to United States
dollars.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE
HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES WITH
THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS

TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN
EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS

THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR
QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY
OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT
WITH THE PROVISIONS OF THIS PARAGRAPH.

NOTICE TO PURCHASERS

THE NOTES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OR

THE SECURITIES LAWS OF ANY STATE. THE NOTES ARE TO BE PURCHASED FOR INVESTMENT
ONLY AND MAY NOT BE SOLD, PLEDGED OR OTHERWISE TRANSFERRED BY AN INVESTOR

DIRECTLY OR INDIRECTLY WITHIN THE UNITED STATES OR TO OR FOR THE ACCOUNT OF U.S.

PERSONS (AS DEFINED IN REGULATION S) EXCEPT PURSUANT TO AN EXEMPTION FROM THE

REGISTRATION REQUIREMENTS OF THE SECURITIES ACT. PROSPECTIVE PURCHASERS ARE

HEREBY NOTIFIED THAT THE SELLER OF ANY NOTES MAY BE RELYING ON THE EXEMPTION
FROM THE REGISTRATION REQUIREMENTS OF SECTION 5 OF THE SECURITIES ACT PROVIDED

BY SECTION 4(2) OF THE SECURITIES ACT, RULE 144A OR ANOTHER EXEMPTION FROM THE

REGISTRATION REQUIREMENTS UNDER THE SECURITIES ACT. FOR CERTAIN RESTRICTIONS

ON RESALE, SEE "DESCRIPTION OF THE NOTES-FORM, DENOMINATION, REGISTRATION AND

TRANSFER." A TRANSFER OF NOTES IS SUBJECT TO THE RESTRICTIONS DESCRIBED HEREIN,

INCLUDING THAT NO SALE, PLEDGE, TRANSFER OR EXCHANGE MAY BE MADE OF A NOTE (1)
EXCEPT AS PERMITTED UNDER THE SECURITIES ACT AND APPLICABLE STATE SECURITIES

LAWS PURSUANT TO AN EXEMPTION FROM REGISTRATION AS DESCRIBED HEREIN, .(2)

EXCEPT IN COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS SET FORTH

IN THE INDENTURE AND (3) IN A DENOMINATION LESS THAN THE REQUIRED MINIMUM

DENOMINATION. THE NOTES ARE SUBJECT TO FURTHER RESTRICTIONS ON TRANSFER. SEE
"TRANSFER RESTRICTIONS."

NEITHER THE ISSUERS NOR THE COLLATERAL HAS BEEN REGISTERED UNDER THE

INVESTMENT COMPANY ACT BY REASON OF THE EXEMPTION FROM REGISTRATION
CONTAINED IN SECTION 3(c)(7) THEREOF. EACH ORIGINAL PURCHASER OF AN INTEREST IN

THE NOTES AND EACH SUBSEQUENT TRANSFEREE OF AN INTEREST THEREIN THAT IS A U.S.
RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) WILL BE DEEMED TO

HAVE REPRESENTED AND AGREED THAT IT IS A QUALIFIED PURCHASER AND ALSO WILL BE

DEEMED TO HAVE MADE THE REPRESENTATIONS SET FORTH IN "TRANSFER RESTRICTIONS"

HEREIN. NO TRANSFER OF NOTES THAT WOULD HAVE THE EFFECT OF REQUIRING EITHER OF

THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY UNDER THE INVESTMENT
COMPANY ACT WILL BE PERMITTED. THE PURCHASER OF ANY NOTE AGREES THAT SUCH

NOTE IS BEING ACQUIRED FOR ITS OWN ACCOUNT AND NOT WITH A VIEW TO DISTRIBUTION
AND MAY BE RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) TO A PERSON

ii
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WHOM THE SELLER REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL BUYER,

PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE,

PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM

SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (B) TO A NON-U.S. PERSON IN

AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF REGULATION S, IN EACH

SUCH CASE IN COMPLIANCE WITH THE INDENTURE AND ALL APPLICABLE SECURITIES LAWS

OF ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION. ANY TRANSFER OF A

RESTRICTED DEFINITIVE NOTE OR A REGULATION S DEFINITIVE NOTE MAY BE EFFECTED

ONLY ON THE NOTE REGISTER MAINTAINED BY THE NOTE REGISTRAR PURSUANT TO THE

INDENTURE. ANY TRANSFER OF AN INTEREST IN A RESTRICTED GLOBAL NOTE OR A

REGULATION S GLOBAL NOTE WILL BE SHOWN ON, AND TRANSFERS THEREOF WILL BE

EFFECTED ONLY THROUGH, RECORDS MAINTAINED BY DTC AND ITS DIRECT AND INDIRECT

PARTICIPANTS (INCLUDING, IN THE CASE OF REGULATION S GLOBAL NOTES, EUROCLEAR AND

CLEARSTREAM).

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND

WARRANT) THAT EITHER (A) IT IS NOT AN "EMPLOYEE BENEFIT PLAN" AS DEFINED IN SECTION

3(3) OF THE U.S. EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED

("ERISA") THAT IS SUBJECT TO TITLE I OF ERISA, A PLAN DESCRIBED IN SECTION 4975(e)(1) OF

THE UNITED STATES INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE "CODE") THAT IS

SUBJECT TO SECTION 4975 OF THE CODE, A GOVERNMENTAL OR CHURCH PLAN WHICH IS

SUBJECT TO ANY U.S. FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE PROHIBITED

TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE, OR AN

ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN PURSUANT TO 29 C.F.R.

SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF ERISA, OR OTHERWISE, OR (B) ITS

PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A NON-EXEMPT

PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF THE CODE

(OR, IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN, A NON-EXEMPT VIOLATION OF

ANY SUCH SIMILAR U.S. FEDERAL, STATE OR LOCAL LAW).

THE NOTES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE UNITED STATES

SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION OR

OTHER REGULATORY AUTHORITY, AND NONE OF THE FOREGOING AUTHORITIES HAS

CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS OFFERING CIRCULAR.

ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

This Offering Circular has been prepared by the Issuers solely for use in connection with the offering

described herein of the Notes and the Preference Shares (the "Offering") and for listing purposes. The

Issuers accept responsibility for the information contained in this document (except as provided below).

To the best knowledge and belief of the Issuers, the information contained in this document (except in

respect of the information appearing in the Section (i) "The Collateral Manager" as to which the Collateral

Manager accepts sole responsibility, (ii) "Description of the Initial Investment Agreement-The Initial

Investment Agreement Provider" as to which the Initial Investment Agreement Provider accepts sole

responsibility, (iii) "Deutsche Bank Aktiengesellschaft" as to which the First Synthetic Security

Counterparty accepts sole responsibility and (iv) "Plan of Distribution" as to which the Initial Purchaser

accept sole responsibility), is in accordance with the facts and does not omit anything likely to affect the

import of such information. The Issuers accept responsibility accordingly. The Issuers disclaim any

iii
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obligation to update such information and do not intend to do so. Neither the Initial Purchaser nor any of
their affiliates makes any representation or warranty as to, has independently verified or assumes any
responsibility for, the accuracy or completeness of the information contained herein other than the
information appearing in the section "Deutsche Bank Aktiengesellschaft", for which it accepts sole
responsibility. Neither the Collateral Manager nor any of its affiliates makes any representation or
warranty as to, has independently verified or assumes any responsibility for, the accuracy and
completeness of the information contained herein other than the information appearing in the section "The
Collateral Manager", for which it accepts sole responsibility. Neither the Initial Investment Agreement
Provider nor any of its affiliates makes any representation or warranty as to, has independently verified or
assumes any responsibility for, the accuracy and completeness of the information contained herein other
than the information appearing in the section "Description of the Initial Investment Agreement-The Initial
Investment Agreement Provider", for which it accepts sole responsibility. To the best knowledge and
belief of the First Synthetic Security Counterparty, the information contained in the section "Deutsche
Bank Aktiengesellschaft" is in accordance with the facts and does not omit anything likely to affect the
import of such information. To the best knowledge and belief of the Collateral Manager, the information
contained in the section "The Collateral Manager" is in accordance with the facts and does not omit
anything likely to affect the import of such information. To the best knowledge and belief of the Initial
Investment Agreement Provider, the information contained in the section "Description of the Initial
Investment Agreement-The Initial Investment Agreement Provider" is in accordance with the facts and
does not omit anything likely to affect the import of such information. Nothing contained in this Offering
Circular is or should be relied upon as a promise or representation as to future results or events. The
Trustee has not participated in the preparation of this Offering Circular and assumes no responsibility for
its contents.

All of the statements in this Offering Circular with respect to the business of the Issuers, and any financial
projections or other forecasts, are based on information fumished by the Issuers. See "Forward Looking
Statements." None of the Initial Purchaser, the Collateral Manager and their respective affiliates assumes
any responsibility for the performance of any obligations of either of the Issuers or any other persons
described in this Offering Circular (except that the Collateral Manager is responsible for the performance
of its obligations under the Management Agreement) or for the due execution, validity or enforceability of
the Notes, instruments or documents delivered in connection with the Notes or for the value or validity of
any collateral or security interests pledged in connection therewith.

This Offering Circular contains summaries of certain documents. The summaries do not purport to be
complete and are qualified in their entirety by reference to such documents, copies of which will be made
available to offerees upon request. Requests and inquiries regarding this Offering Circular or such
documents should be directed to DBSI Inc., 60 Wall Street, New York, New York 10005, Attention: Global
Markets/CDO Group. Copies of such documents may also be obtained free of charge from the Irish
Paying Agent.

The Issuers will make available to any offeree of the Notes, prior to the issuance thereof, the opportunity
to ask questions of and to receive answers from the Issuers or a person acting on their behalf concerning
the terms and conditions of the Offering, the Issuers or any other relevant matters and to obtain any
additional information to the extent the Issuers possess such information or can obtain it without
unreasonable expense. The information referred to in this paragraph will also be obtainable at the office
of the Irish Paying Agent.

Each Original Purchaser of a Note or Preference Share (or interest therein) offered and sold in the United
States will be required (or in certain circumstances deemed) to represent to the Initial Purchaser offering
any Note to it that such Original Purchaser (a)(i) is an institutional "accredited investor" within the
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meaning of Rule 501(a)(1), (2), (3) or (7) (an "Institutional Accredited Investor"), or (ii) is a qualified
institutional buyer as defined in Rule 144A ("Qualified Institutional Buyer") and (b) is acquiring the

Notes or Preference Shares for its own account for investment purposes and not with a view to the

distribution thereof (except in accordance with Rule 144A). Each Original Purchaser of the Notes and

Preference Shares will also be required to acknowledge or be deemed to acknowledge that the Notes

and Preference Shares have not been and will not be registered under the Securities Act and may not be

reoffered, resold, pledged or otherwise transferred except (a) (i) to a person whom the seller reasonably

believes is both a Qualified Purchaser (as defined below) and a Qualified Institutional Buyer purchasing

for its own account, to whom notice is given that the resale, pledge or other transfer is being made in

reliance on the exemption from registration provided by Rule 144A under the Securities Act or (ii) to a non

U.S. Person in an offshore transaction in accordance with Rule 904 of Regulation S, (b) in compliance

with the certification (if any) and other requirements specified in the Indenture (or Preference Share

Paying Agency Agreement, as applicable) and (c) in accordance with any applicable securities laws of

any state of the United States and any other relevant jurisdiction. Each Original Purchaser of a Note that

is a U.S. resident (within the meaning of the Investment Company Act) will be required to represent or be

deemed to represent that it or the account for which it is purchasing such Notes is a Qualified Purchaser.

A "Qualified Purchaser" is (i) a "qualified purchaser" within the meaning of the Investment Company Act

and the rules thereunder, (ii) a "knowledgeable employee" with respect to the Issuer within the meaning of

Rule 3c-5 under the Investment Company Act, or (iii) a company beneficially owned exclusively by one or

more "qualified purchasers" and/or "knowledgeable employees" with respect to the Issuer.

The Initial Purchaser currently does not intend to make a market in any Class of Notes or the Preference

Shares, and the Initial Purchaser is under no obligation to do so. In the event that the Initial Purchaser

commences any market-making, it may discontinue the same at any time. There can be no assurance

that a secondary market for any Class of Notes or the Preference Shares will develop, or if a secondary

market does develop, that it will provide the holders of such Class of Notes or Preference Shares with

liquidity of investment or that it will continue for the life of such Class of Notes or Preference Shares.

THIS OFFERING CIRCULAR IS FOR INFORMATION PURPOSES ONLY AND IS NOT INTENDED TO

BE RELIED UPON ALONE AS THE BASIS FOR AN INVESTMENT DECISION. IN MAKING AN

INVESTMENT DECISION, PROSPECTIVE INVESTORS MUST RELY ON THEIR OWN EXAMINATION
OF THE ISSUERS AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS

INVOLVED AND MUST NOT RELY UPON INFORMATION PROVIDED BY OR STATEMENTS MADE
BY THE INITIAL PURCHASER, THE COLLATERAL MANAGER OR ANY OF THEIR AFFILIATES.
INVESTORS SHOULD BE AWARE THAT THEY MAY BE REQUIRED TO BEAR THE FINANCIAL
RISKS OF AN INVESTMENT IN THE NOTES FOR AN INDEFINITE PERIOD OF TIME.

NONE OF THE ISSUERS, THE COLLATERAL MANAGER, THE INTEREST RATE SWAP

COUNTERPARTY (IF ANY), THE SYNTHETIC SECURITY COUNTERPARTY, THE OFFSETTING
TRANSACTION COUNTERPARTY, THE INITIAL INVESTMENT AGREEMENT PROVIDER, THE

INITIAL PURCHASER AND ITS AFFILIATES MAKES ANY REPRESENTATION TO ANY OFFEREE OR

PURCHASER OF NOTES REGARDING THE LEGALITY OF INVESTMENT THEREIN BY SUCH
OFFEREE OR PURCHASER UNDER APPLICABLE LEGAL INVESTMENT OR SIMILAR LAWS OR

REGULATIONS OR THE PROPER CLASSIFICATION OF SUCH AN INVESTMENT THEREUNDER.
THE CONTENTS OF THIS OFFERING CIRCULAR ARE NOT TO BE CONSTRUED AS LEGAL,

BUSINESS OR TAX ADVICE. EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN

ATTORNEY, BUSINESS ADVISOR AND TAX ADVISOR AS TO LEGAL, BUSINESS AND TAX ADVICE.
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NO PERSON IS AUTHORIZED IN CONNECTION WITH ANY OFFERING MADE HEREBY TO GIVE

ANY INFORMATION OR MAKE ANY REPRESENTATION OTHER THAN AS CONTAINED HEREIN

AND, IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATION MUST NOT BE RELIED

UPON AS HAVING BEEN AUTHORIZED BY THE ISSUER, THE CO-ISSUER, THE COLLATERAL

MANAGER, THE INITIAL PURCHASER OR ITS AFFILIATES. THIS OFFERING CIRCULAR DOES NOT

CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUY, (A) ANY

SECURITIES OTHER THAN THE NOTES OR PREFERENCE SHARES OR (B) ANY NOTE OR

PREFERENCE SHARE IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO

MAKE SUCH AN OFFER OR SOLICITATION. THE DISTRIBUTION OF THIS OFFERING CIRCULAR

AND THE OFFERING OF THE NOTES AND/OR PREFERENCE SHARES IN CERTAIN

JURISDICTIONS MAY BE RESTRICTED BY LAW. PERSONS INTO WHOSE POSSESSION THIS

OFFERING CIRCULAR COMES ARE REQUIRED BY THE ISSUERS AND THE INITIAL PURCHASER

TO INFORM THEMSELVES ABOUT, AND TO OBSERVE, ANY SUCH RESTRICTIONS. IN

PARTICULAR, THERE ARE RESTRICTIONS ON THE DISTRIBUTION OF THIS OFFERING

CIRCULAR, AND THE OFFER AND SALE OF NOTES AND PREFERENCE SHARES, IN THE UNITED

STATES OF AMERICA, THE UNITED KINGDOM AND THE CAYMAN ISLANDS. SEE "PLAN OF

DISTRIBUTION." NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE MADE

HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN NO CHANGE

IN THE AFFAIRS OF THE ISSUERS OR THAT THE INFORMATION HEREIN IS CORRECT AS OF ANY

DATE SUBSEQUENT TO THE DATE AS OF WHICH SUCH INFORMATION IS GIVEN HEREIN. THE

ISSUERS AND THE INITIAL PURCHASER RESERVES THE RIGHT, FOR ANY REASON, TO REJECT

ANY OFFER TO PURCHASE IN WHOLE OR IN PART, TO ALLOT TO ANY OFFEREE LESS THAN

THE FULL AMOUNT OF NOTES SOUGHT BY SUCH OFFEREE OR TO SELL LESS THAN THE

AGGREGATE STATED PRINCIPAL AMOUNT OF ANY CLASS OF NOTES.

THE DISTRIBUTION OF THIS OFFERING CIRCULAR AND THE OFFER OR SALE OF NOTES AND

PREFERENCE SHARES MAY BE RESTRICTED BY LAW IN CERTAIN JURISDICTIONS. NONE OF

THE ISSUER, THE CO-ISSUER OR THE INITIAL PURCHASER REPRESENTS THAT THIS

DOCUMENT MAY BE LAWFULLY DISTRIBUTED, OR THAT ANY NOTES MAY BE LAWFULLY

OFFERED, IN COMPLIANCE WITH ANY APPLICABLE REGISTRATION OR OTHER

REQUIREMENTS IN ANY SUCH JURISDICTION, OR PURSUANT TO AN EXEMPTION AVAILABLE

THEREUNDER, OR ASSUME ANY RESPONSIBILITY FOR FACILITATING ANY SUCH

DISTRIBUTION OR OFFERING. IN PARTICULAR, NO ACTION HAS BEEN TAKEN BY THE ISSUER,

THE CO-ISSUER OR THE INITIAL PURCHASER WHICH WOULD PERMIT A PUBLIC OFFERING OF

ANY NOTES OR DISTRIBUTION OF THIS DOCUMENT IN ANY JURISDICTION WHERE ACTION FOR

THAT PURPOSE IS REQUIRED. ACCORDINGLY, NO NOTES OR PREFERENCE SHARES MAY BE

OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, AND NEITHER THIS OFFERING CIRCULAR NOR

ANY ADVERTISEMENT OR OTHER OFFERING MATERIAL MAY BE DISTRIBUTED OR PUBLISHED

IN ANY JURISDICTION, EXCEPT UNDER CIRCUMSTANCES THAT WILL RESULT IN COMPLIANCE

WITH ANY APPLICABLE LAWS AND REGULATIONS. PERSONS INTO WHOSE POSSESSION THIS

OFFERING CIRCULAR OR ANY NOTES COME MUST INFORM THEMSELVES ABOUT AND

OBSERVE ANY SUCH RESTRICTIONS.

NOTWITHSTANDING ANY OTHER EXPRESS OR IMPLIED AGREEMENT TO THE CONTRARY, THE

ISSUER, THE INITIAL PURCHASER, THE COLLATERAL MANAGER AND EACH RECIPIENT HEREOF

AGREE THAT EACH OF THEM AND EACH OF THEIR EMPLOYEES, REPRESENTATIVES, AND
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OTHER AGENTS MAY DISCLOSE, IMMEDIATELY UPON COMMENCEMENT OF DISCUSSIONS, TO

ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX

STRUCTURE OF THE TRANSACTION AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS
OR OTHER TAX ANALYSES) THAT ARE PROVIDED TO ANY OF THEM RELATING TO SUCH TAX

TREATMENT AND TAX STRUCTURE, EXCEPT WHERE CONFIDENTIALITY IS REASONABLY
NECESSARY TO COMPLY WITH U.S. FEDERAL, STATE, OR CAYMAN ISLAND'S SECURITIES

LAWS.

THIS DOCUMENT IS CONSIDERED AN ADVERTISEMENT FOR PURPOSES OF APPLICABLE

MEASURES IMPLEMENTING E.U. DIRECTIVE 2003771/EC. A PROSPECTUS PREPARED

PURSUANT TO THE PROSPECTUS DIRECTIVE WILL BE PUBLISHED, WHICH CAN BE OBTAINED

FROM THE ISSUER AND THE IRISH PAYING AGENT. SEE "LISTING AND GENERAL
INFORMATION".

NOTICE TO FLORIDA RESIDENTS

THE NOTES AND PREFERENCE SHARES ARE OFFERED PURSUANT TO A CLAIM OF EXEMPTION
UNDER SECTION 517.061 OF THE FLORIDA SECURITIES ACT (THE "FLORIDA ACT) AND HAVE

NOT BEEN REGISTERED UNDER THE FLORIDA ACT. IN THE STATE OF FLORIDA. FLORIDA

RESIDENTS WHO ARE NOT INSTITUTIONAL INVESTORS DESCRIBED IN SECTION 517.061(7) OF

THE FLORIDA ACT HAVE THE RIGHT TO VOID THEIR PURCHASES OF THE NOTES AND

PREFERENCE SHARES WITHOUT PENALTY WITHIN THREE DAYS AFTER THE FIRST TENDER OF

CONSIDERATION.

NOTICE TO CONNECTICUT RESIDENTS

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE

CONNECTICUT SECURITIES LAW. THE NOTES AND PREFERENCE SHARES ARE SUBJECT TO

RESTRICTIONS ON TRANSFERABILITY AND SALE.

NOTICE TO GEORGIA RESIDENTS

THE NOTES AND PREFERENCE SHARES HAVE BEEN ISSUED OR SOLD IN RELIANCE ON
PARAGRAPH (13) OF CODE SECTION 10-5-9 OF THE GEORGIA SECURITIES ACT OF 1973, AND
MAY NOT BE SOLD OR TRANSFERRED EXCEPT IN A TRANSACTION WHICH IS EXEMPT UNDER

SUCH ACT OR PURSUANT TO AN EFFECTIVE REGISTRATION UNDER SUCH ACT.

NOTICE TO RESIDENTS OF AUSTRALIA

NO PROSPECTUS, DISCLOSURE DOCUMENT, OFFERING MATERIAL OR ADVERTISEMENT IN

RELATION TO THE NOTES AND PREFERENCE SHARES HAS BEEN LODGED WITH THE

AUSTRALIAN SECURITIES AND INVESTMENTS COMMISSION OR THE AUSTRALIAN STOCK

EXCHANGE LIMITED. ACCORDINGLY, A PERSON MAY NOT (A) MAKE, OFFER OR INVITE
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APPLICATIONS FOR THE ISSUE, SALE OR PURCHASE OF THE NOTES AND PREFERENCE
SHARES WITHIN, TO OR FROM AUSTRALIA (INCLUDING AN OFFER OR INVITATION WHICH IS

RECEIVED BY A PERSON IN AUSTRALIA) OR (B) DISTRIBUTE OR PUBLISH THIS OFFERING

CIRCULAR OR ANY OTHER PROSPECTUS, DISCLOSURE DOCUMENT, OFFERING MATERIAL OR

ADVERTISEMENT RELATING TO THE SECURITIES IN AUSTRALIA, UNLESS (1) THE MINIMUM
AGGREGATE CONSIDERATION PAYABLE BY EACH OFFEREE IS THE U.S. DOLLAR EQUIVALENT

OF AT LEAST A$500,000 (DISREGARDING MONEYS LENT BY THE OFFEROR OR ITS

ASSOCIATES) OR THE OFFER OTHERWISE DOES NOT REQUIRE DISCLOSURE TO INVESTORS
IN ACCORDANCE WITH PART 6D.2 OF THE CORPORATIONS ACT 2001 (CWLTH) OF AUSTRALIA,
AND (II) SUCH ACTION COMPLIES WITH ALL APPLICABLE LAWS AND REGULATIONS.
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NOTICE TO RESIDENTS OF AUSTRIA

THIS OFFERING CIRCULAR IS NOT A PROSPECTUS UNDER THE AUSTRIAN CAPITAL MARKETS

ACT OR THE AUSTRIAN INVESTMENT FUNDS ACT. THIS OFFERING CIRCULAR HAS NOT BEEN

EXAMINED BY A PROSPECTUS AUDITOR AND NO PROSPECTUS ON THE PRIVATE PLACEMENT

OF THE NOTES AND PREFERENCE SHARES HAS BEEN PUBLISHED OR WILL BE PUBLISHED IN

AUSTRIA. THE NOTES AND PREFERENCE SHARES ARE OFFERED IN AUSTRIA ONLY TO A

RESTRICTED AND SELECTED NUMBER OF PROFESSIONAL AND SOPHISTICATED INDIVIDUAL

INVESTORS, AND NO PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES IN

AUSTRIA IS BEING MADE OR IS INTENDED TO BE MADE. THE NOTES AND PREFERENCE

SHARES CAN ONLY BE ACQUIRED FOR A COMMITMENT EXCEEDING ATS600,000 OR ITS

EQUIVALENT VALUE IN ANY FOREIGN CURRENCY. THE INTERESTS ISSUED BY THE ISSUERS

ARE NOT OFFERED IN AUSTRIA, AND THE ISSUERS ARE NOT AND WILL NOT BE REGISTERED

AS A FOREIGN INVESTMENT FUND IN AUSTRIA.

NOTICE TO RESIDENTS OF BAHRAIN

NO PUBLIC OFFER OF THE NOTES AND PREFERENCE SHARES WILL BE MADE IN BAHRAIN AND

NO APPROVALS HAVE BEEN SOUGHT FROM ANY GOVERNMENTAL AUTHORITY OF OR IN

BAHRAIN. NONE OF THE CO-ISSUERS, THE COLLATERAL MANAGER AND THE INITIAL

PURCHASER-IS-PERMITTED-TO-MAKE-ANY INVITATION-TO THE PUBEIC IN THE STATE OF

BAHRAIN TO SUBSCRIBE FOR THE NOTES AND PREFERENCE SHARES AND THIS OFFERING

CIRCULAR MAY NOT BE ISSUED, PASSED TO, OR MADE AVAILABLE TO MEMBERS OF THE

PUBLIC IN BAHRAIN GENERALLY.

NOTICE TO RESIDENTS OF BELGIUM

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD, TRANSFERRED OR

DELIVERED IN OR FROM BELGIUM AS PART OF THEIR INITIAL DISTRIBUTION OR AT ANY TIME

THEREAFTER, DIRECTLY OR INDIRECTLY, OTHER THAN TO PERSONS OR ENTITIES

MENTIONED IN ARTICLE 3 OF THE ROYAL DECREE OF JANUARY 9, 1991 RELATING TO THE

PUBLIC CHARACTERISTIC OF OPERATIONS CALLING FOR SAVINGS AND ON THE ASSIMILATION

OF CERTAIN OPERATIONS TO A PUBLIC OFFER (BELGIAN OFFICIAL JOURNAL OF JANUARY 12,

1991). THEREFORE, THE NOTES AND PREFERENCE SHARES ARE EXCLUSIVELY DESIGNED FOR

CREDIT INSTITUTIONS, STOCK EXCHANGE COMPANIES, COLLECTIVE INVESTMENT FUNDS,
COMPANIES OR INSTITUTIONS, INSURANCE COMPANIES AND/OR PENSION FUNDS ACTING

FOR THEIR OWN ACCOUNT ONLY.

NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS

NO INVITATION TO SUBSCRIBE FOR ANY NOTES AND PREFERENCE SHARES MAY BE MADE TO

THE PUBLIC IN THE CAYMAN ISLANDS.
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NOTICE TO RESIDENTS OF DENMARK

EACH OF THE ISSUERS AND THE INITIAL PURCHASER HAS AGREED THAT IT HAS NOT

OFFERED OR SOLD AND WILL NOT OFFER, SELL OR DELIVER ANY NOTES AND PREFERENCE

SHARES IN THE KINGDOM OF DENMARK, DIRECTLY OR INDIRECTLY, BY WAY OF PUBLIC

OFFER, UNLESS SUCH OFFER, SALE OR DELIVERY IS, OR WAS, IN COMPLIANCE WITH THE

DANISH ACT NO. 1072 OF DECEMBER 20, 1995 ON SECURITIES TRADING, CHAPTER 12 ON

PROSPECTUSES ON FIRST PUBLIC OFFER OF CERTAIN EXECUTIVE SECURITIES AND ANY

EXECUTIVE ORDERS ISSUED PURSUANT THERETO.

NOTICE TO RESIDENTS OF FINLAND

THIS OFFERING CIRCULAR HAS BEEN PREPARED FOR PRIVATE INFORMATION PURPOSES OF

INTERESTED INVESTORS ONLY. IT MAY NOT BE USED FOR AND SHALL NOT BE DEEMED A

PUBLIC OFFERING OF THE NOTES AND PREFERENCE SHARES. THE RAHOITUSTARKASTUS
HAS NOT AUTHORIZED ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES AND

PREFERENCE SHARES; ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE

OFFERED OR SOLD IN FINLAND OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY

FINNISH LAW. THIS OFFERING CIRCULAR IS STRICTLY FOR PRIVATE USE BY ITS HOLDER AND

MAY NOT BE PASSED ON TO THIRD PARTIES.

NOTICE TO RESIDENTS OF FRANCE

THIS OFFERING CIRCULAR IS FURNISHED TO YOU SOLELY FOR YOUR INFORMATION AND MAY

NOT BE REPRODUCED OR REDISTRIBUTED TO ANY OTHER PERSON. IT IS STRICTLY

CONFIDENTIAL AND IS SOLELY DESTINED FOR PERSONS OR INSTITUTIONS TO WHICH IT WAS

INITIALLY SUPPLIED. THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER OR AN

INVITATION TO SUBSCRIBE FOR OR TO PURCHASE ANY OFFERED SECURITIES AND NEITHER

THIS DOCUMENT NOR ANYTHING CONTAINED HEREIN SHALL FORM THE BASIS OF ANY

CONTRACT OR COMMITMENT WHATSOEVER.

AS LONG AS THE PROSPECTUS DIRECTIVE IS NOT IMPLEMENTED IN FRANCE, THE FOLLOWING

FRENCH SELLING RESTRICTIONS WILL APPLY: EACH OF THE INITIAL PURCHASER HAS

REPRESENTED AND AGREED, AND EACH FUTURE DEALER WILL BE REQUIRED TO REPRESENT

AND AGREE THAT IN CONNECTION WITH THEIR INITIAL DISTRIBUTION IT HAS NOT OFFERED

OR SOLD OR CAUSED TO BE OFFERED OR SOLD AND WILL NOT OFFER OR SELL OR CAUSED

TO BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, ANY OFFERED SECURITIES BY WAY OF

A PUBLIC OFFERING IN THE REPUBLIC OF FRANCE (AN APPEL PUBLIC A L' PARGNE AS

DEFINED IN ARTICLE L.41 1-1 OF THE FRENCH CODE MONETAIRE ET FINANCIER (THE "FRENCH

CODE")) AND THAT OFFERS AND SALES OF THE OFFERED SECURITIES WILL BE MADE IN THE

REPUBLIC OF FRANCE IN ACCORDANCE WITH THE ARTICLE L.411-1 AND FOLLOWING OF THE

FRENCH CODE AND DECREE NO.98.880 DATED 1ST OCTOBER, 1998 RELATING TO OFFERS TO

QUALIFIED INVESTORS.
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NOTICE TO RESIDENTS OF GERMANY

THE NOTES AND PREFERENCE SHARES MAY ONLY BE ACQUIRED IN ACCORDANCE WITH THE

GERMAN WERTPAPIERPROSPEKTGESETZ ("SECURITIES PROSPECTUS ACT-) AND THE

INVESTMENTGESETZ ("INVESTMENT ACr). THE SECURITIES ARE NOT REGISTERED OR

AUTHORIZED FOR DISTRIBUTION UNDER THE INVESTMENT ACT AND MAY NOT BE, AND ARE

NOT BEING OFFERED OR ADVERTISED PUBLICLY OR OFFERED SIMILARLY UNDER THE

INVESTMENT ACT OR THE SECURITIES PROSPECTUS ACT. THEREFORE, THIS OFFER IS ONLY

BEING MADE TO RECIPIENTS TO WHOM THIS DOCUMENT IS PERSONALLY ADDRESSED AND

DOES NOT CONSTITUTE AN OFFER OR ADVERTISEMENT TO THE PUBLIC. THE SECURITIES

CAN ONLY BE ACQUIRED FOR A MINIMUM PURCHASE PRICE OF AT LEAST E 50,000

(EXCLUDING COMMISSIONS AND OTHER FEES) PER PERSON. ALL PROSPECTIVE INVESTORS

ARE URGED TO SEEK INDEPENDENT TAX ADVICE. NONE OF THE ISSUER, THE TRUSTEE, THE

COLLATERAL MANAGER, THE INITIAL PURCHASER OR ANY OF THEIR RESPECTIVE AFFILIATES

GIVES ANY TAX ADVICE.

NOTICE TO RESIDENTS OF HONG KONG

NO PERSON MAY OFFER OR SELL ANY NOTE IN HONG KONG BY MEANS OF THIS OFFERING

CIRCULAR OR ANY OTHER DOCUMENT OTHERWISE THAN TO PERSONS WHOSE ORDINARY

BUSINESS ILISTOBUYOR-SELL-SHARES-OR-DEBENTURES-(WHETHER-AS-PRINCIPAL-OR-
AGENT) OR IN CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN OFFER TO THE PUBLIC

WITHIN THE MEANING OF THE COMPANIES ORDINANCE (CHAPTER 32 OF THE LAWS OF HONG

KONG). UNLESS IT IS A PERSON WHO IS PERMITTED TO DO SO UNDER THE SECURITIES LAWS

OF HONG KONG, NO PERSON MAY IN HONG KONG ISSUE, OR HAVE IN ITS POSSESSION FOR

THE PURPOSES OF ISSUE, THIS OFFERING CIRCULAR OR ANY OTHER ADVERTISEMENT,

INVITATION OR DOCUMENT RELATING TO THE NOTES AND PREFERENCE SHARES OTHER

THAN (1) IN RESPECT OF NOTES OR PREFERENCE SHARES TO BE DISPOSED OF TO PERSONS

OUTSIDE HONG KONG OR ONLY TO PERSONS WHOSE BUSINESS INVOLVES THE ACQUISITION,

DISPOSAL OR HOLDING OF SECURITIES, WHETHER AS PRINCIPAL OR AGENT, OR (II) IN

CIRCUMSTANCES WHICH DO NOT CONSTITUTE AN INVITATION TO THE PUBLIC WITHIN THE

MEANING OF THE PROTECTION OF INVESTORS ORDINANCE (CHAPTER 335 OF THE LAWS OF

HONG KONG).

NOTICE TO RESIDENTS OF ITALY

THIS OFFERING CIRCULAR MAY NOT BE DISTRIBUTED TO MEMBERS OF THE PUBLIC IN ITALY.

THE ITALIAN COMMISSIONE NAZIONALE PER LA SOCIETA E LA BORSA HAS NOT AUTHORIZED

ANY OFFERING OF THE SUBSCRIPTION OF THE NOTES OR PREFERENCE SHARES.

ACCORDINGLY, THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED OR SOLD IN

ITALY OR TO RESIDENTS THEREOF EXCEPT AS PERMITTED BY ITALIAN LAW.

NOTICE TO RESIDENTS OF JAPAN

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED

UNDER THE SECURITIES AND EXCHANGE LAW OF JAPAN. NEITHER THE NOTES, THE

xi

PSI-M&TBank-02-0014

Footnote Exhibits  - Page 1711



PREFERENCE SHARES NOR ANY INTEREST THEREIN MAY BE OFFERED, SOLD, RESOLD OR

OTHERWISE TRANSFERRED, DIRECTLY OR INDIRECTLY, IN JAPAN OR TO OR FOR THE

ACCOUNT OF ANY RESIDENT OF JAPAN (WHICH TERM AS USED HEREIN MEANS ANY PERSON

RESIDENT IN JAPAN, INCLUDING ANY CORPORATION OR OTHER ENTITY ORGANIZED UNDER

THE LAWS OF JAPAN), OR TO OTHERS FOR RE-OFFERING OR SALE, DIRECTLY OR INDIRECTLY,

IN JAPAN OR TO A RESIDENT OF JAPAN EXCEPT PURSUANT TO AN EXEMPTION FROM THE

REGISTRATION REQUIREMENTS OF, AND OTHERWISE IN COMPLIANCE WITH, THE SECURITIES

AND EXCHANGE LAW AND ANY OTHER APPLICABLE LAW, REGULATIONS AND MINISTERIAL

GUIDELINES OF JAPAN.

NOTICE TO RESIDENTS OF KOREA

NONE OF THE ISSUER, THE CO-ISSUER AND THE INITIAL PURCHASER IS MAKING ANY

REPRESENTATION, EXPRESS OR IMPLIED, WITH RESPECT TO THE QUALIFICATION OF THE

RECIPIENTS OF THIS OFFERING CIRCULAR FOR THE PURPOSE OF INVESTING IN THE NOTES

OR PREFERENCE SHARES UNDER THE LAWS OF KOREA, INCLUDING AND WITHOUT

LIMITATION THE FOREIGN EXCHANGE MANAGEMENT LAW AND REGULATIONS THEREUNDER.

THE NOTES AND PREFERENCE SHARES HAVE NOT BEEN REGISTERED UNDER THE

SECURITIES AND EXCHANGE LAW OF KOREA AND NONE OF THE NOTES OR PREFERENCE

SHARES MAY BE OFFERED OR SOLD OR DELIVERED, DIRECTLY OR INDIRECTLY, IN KOREA OR

-TO-ANY-RESIDENT-OF-KOREA-EXGEPT-PURSUANT-TO-APPICABLE LAWS-AND-REGUEATIONS

OF KOREA.

NOTICE TO RESIDENTS OF THE NETHERLANDS

THE NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED, SOLD, TRANSFERRED OR

DELIVERED, WHETHER DIRECTLY OR INDIRECTLY, TO ANY INDIVIDUAL OR LEGAL ENTITY IN

THE NETHERLANDS OTHER THAN TO INDIVIDUALS WHO, OR LEGAL ENTITIES WHICH, IN THE

COURSE OF THEIR OCCUPATION OR BUSINESS, DEAL OR INVEST IN SECURITIES (AS SET OUT

IN SECTION 1 OF THE REGULATION OF 9 OCTOBER 1990 IN IMPLEMENTATION OF SECTION 14

OF THE ACT ON THE SUPERVISION OF INVESTMENT INSTITUTIONS).

NOTICE TO RESIDENTS OF NORWAY

EACH OF THE ISSUERS AND THE INITIAL PURCHASER REPRESENTS AND AGREES THAT IT

WILL COMPLY WITH CHAPTER 5 OF THE NORWEGIAN ACT NO. 79 OF JUNE 19, 1997 ON

SECURITIES TRADING (SECURITIES TRADING ACT) AND EACH OF THE ISSUERS AND THE

INITIAL PURCHASER ADDITIONALLY REPRESENT AND AGREE THAT THEY HAVE NOT, DIRECTLY

OR INDIRECTLY, OFFERED OR SOLD AND WILL NOT, DIRECTLY OR INDIRECTLY, OFFER OR

SELL IN THE KINGDOM OF NORWAY OR TO INVESTORS IN THE NORWEGIAN SECURITIES

MARKET ANY NOTES OR PREFERENCE SHARES OTHER THAN TO PERSONS WHO ARE

REGISTERED WITH THE OSLO STOCK EXCHANGE AS PROFESSIONAL INVESTORS.
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NOTICE TO RESIDENTS OF SINGAPORE

THIS OFFERING CIRCULAR WILL, PRIOR TO ANY SALE OF SECURITIES PURSUANT TO THE

PROVISIONS OF SECTION 106D OF THE COMPANIES ACT (CAP. 50), BE LODGED, PURSUANT TO

SAID SECTION 106D, WITH THE REGISTRAR OF COMPANIES IN SINGAPORE, WHICH TAKES NO
RESPONSIBILITY FOR ITS CONTENTS, BUT HAS NOT BEEN AND WILL NOT BE REGISTERED AS

A PROSPECTUS WITH THE REGISTRAR OF COMPANIES IN SINGAPORE. ACCORDINGLY, THE

NOTES AND PREFERENCE SHARES MAY NOT BE OFFERED NOR MAY THIS OFFERING
CIRCULAR NOR ANY OTHER OFFERING DOCUMENT OR MATERIAL RELATING TO THE NOTES
OR PREFERENCE SHARES BE CIRCULATED OR DISTRIBUTED, DIRECTLY OR INDIRECTLY, TO

THE PUBLIC OR ANY MEMBER OF THE PUBLIC IN SINGAPORE OTHER THAN TO INSTITUTIONAL
INVESTORS OR OTHER PERSONS OF THE KIND SPECIFIED IN SECTION 106C AND SECTION
106D OF THE COMPANIES ACT OR ANY OTHER APPLICABLE EXEMPTION INVOKED UNDER

DIVISION 5A OF PART IV OF THE COMPANIES ACT. THE FIRST SALE OF SECURITIES ACQUIRED
UNDER A SECTION 106C OR SECTION 106D EXEMPTION IS SUBJECT TO THE PROVISIONS OF

SECTION 106E OF THE COMPANIES ACT.

NOTICE TO RESIDENTS OF SPAIN

THIS OFFERING CIRCULAR HAS NOT BEEN AND WILL NOT BE REGISTERED WITH THE

COMISION NACIONAL DEL MERCADO DE VALORES OF SPAIN AND MAY-NOITBE-DISTRIBUT-ED-IN-
-SPAIN-IN-CONNECTION WITHFTHE-OFFERING AND SALE OF THE NOTES OR PREFERENCE

SHARES WITHOUT COMPLYING WITH ALL LEGAL AND REGULATORY REQUIREMENTS IN

RELATION THERETO.

NOTICE TO RESIDENTS OF SWEDEN

THIS OFFERING CIRCULAR IS FOR THE RECIPIENT ONLY AND MAY NOT IN ANY WAY BE

FORWARDED TO ANY OTHER PERSON OR TO THE PUBLIC IN SWEDEN. THE OFFERING OF THE

NOTES AND PREFERENCE SHARES IS INTENDED TO BE A PRIVATE PLACEMENT, AND A
MINIMUM INVESTMENT OF SEK 300,000 IN THE NOTES OR PREFERENCE SHARES IS REQUIRED.

NOTICE TO RESIDENTS OF SWITZERLAND

THE ISSUER HAS NOT BEEN AUTHORIZED BY THE SWISS FEDERAL BANKING COMMISSION AS

A FOREIGN INVESTMENT FUND UNDER ARTICLE 45 OF THE SWISS FEDERAL LAW ON

INVESTMENT FUNDS OF 18 MARCH 1994. ACCORDINGLY, THE NOTES AND PREFERENCE
SHARES MAY NOT BE OFFERED OR DISTRIBUTED ON A PROFESSIONAL BASIS IN OR FROM

SWITZERLAND, AND NEITHER THIS OFFERING CIRCULAR NOR ANY OTHER OFFERING
MATERIALS RELATING TO THE NOTES OR PREFERENCE SHARES MAY BE DISTRIBUTED IN

CONNECTION WITH ANY SUCH OFFERING OR DISTRIBUTION. THE NOTES AND PREFERENCE
SHARES MAY, HOWEVER, BE OFFERED AND THIS OFFERING CIRCULAR MAY BE DISTRIBUTED
IN SWITZERLAND ON A PROFESSIONAL BASIS TO A LIMITED NUMBER OF PROFESSIONAL
INVESTORS IN CIRCUMSTANCES SUCH THAT THERE IS NO PUBLIC OFFER.

xiii
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NOTICE TO RESIDENTS OF TAIWAN AND CHINA

THE OFFER OF THE NOTES AND PREFERENCE SHARES HAS NOT BEEN AND WILL NOT BE

REGISTERED WITH THE SECURITIES AND FUTURES COMMISSION OF TAIWAN OR WITH THE

RELEVANT REGULATORY AUTHORITIES IN THE REPUBLIC OF CHINA PURSUANT TO RELEVANT

SECURITIES LAWS AND REGULATIONS AND MAY NOT BE OFFERED OR SOLD WITHIN TAIWAN

OR THE REPUBLIC OF CHINA THROUGH A PUBLIC OFFERING OR IN CIRCUMSTANCES WHICH

CONSTITUTE AN OFFER WITHIN THE MEANING OF THE SECURITIES AND EXCHANGE LAW OF

TAIWAN OR WITHIN THE MEANING OF RELEVANT SECURITIES LAWS AND REGULATIONS IN THE

REPUBLIC OF CHINA THAT REQUIRE A REGISTRATION OR APPROVAL OF THE SECURITIES AND

FUTURES COMMISSION OF TAIWAN OR THE RELEVANT SECURITIES REGULATORY

AUTHORITIES IN CHINA.

NOTICE TO RESIDENTS OF THE UNITED KINGDOM

THIS DOCUMENT IS ONLY BEING DISTRIBUTED TO AND IS ONLY DIRECTED AT (1) PERSONS

WHO ARE OUTSIDE THE UNITED KINGDOM OR (II) TO INVESTMENT PROFESSIONALS FALLING

WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT OF 2000 ("FSMA")

(FINANCIAL PROMOTION) ORDER 2005 (THE "ORDER") OR (III) HIGH NET WORTH ENTITIES, AND

OTHER PERSONS TO WHOM IT MAY LAWFULLY BE COMMUNICATED, FALLING WITHIN ARTICLE

49(2) (A) TO (D) OF THE ORDER (ALL SUCH PERSONS TOGETHER BEINGREEERRED-TO-AS-

-"RELEVANT-PERSONS"). THE SECURITIES ARE AVAILABLE ONLY TO, AND ANY INVITATION,

OFFER OR AGREEMENT TO SUBSCRIBE, PURCHASE OR OTHERWISE ACQUIRE SUCH

SECURITIES WILL BE ENGAGED IN ONLY WITH, RELEVANT PERSONS. ANY PERSON WHO IS

NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS DOCUMENT OR ANY OF ITS

CONTENTS.

AVAILABLE INFORMATION

To permit compliance with Rule 144A under the Securities Act in connection with the sale of the Notes
and Preference Shares, each of the Issuers will be required to furnish, upon request of a holder of a Note
or Preference Share, to such holder and a prospective purchaser designated by such holder the
information required to be delivered under Rule 144A(d)(4) under the Securities Act if at the time of the
request such Co-Issuer is not a reporting company subject to Section 13 or 15(d) of the Securities
Exchange Act of 1934, as amended (the "Exchange Act"), or is not exempt from reporting pursuant to
Rule 12g3-2(b) under the Exchange Act. Such information may be obtained from the Trustee or the Irish
Paying Agent. It is not contemplated that either of the Issuers will be such a reporting company or so
exempt.

FORWARD LOOKING STATEMENTS

Any projections, forecasts and estimates contained herein are forward looking statements and are based
upon certain assumptions that the Collateral Manager considers reasonable. Projections are necessarily
speculative in nature, and it can be expected that some or all of the assumptions underlying the
projections will hot materialize or will vary significantly from actual. results. Accordingly, the projections
are only an estimate. Actual results may vary from the projections, and the variations may be material.

xiv
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Some important factors that could cause actual results to differ materially from those in any forward
looking statements include changes in interest rates, market, financial or legal uncertainties, differences
in the actual allocation of the Underlying Assets among asset categories from those identified on
Schedule A hereto, the timing and frequency of defaults, writedowns, principal shortfalls and interest
shortfalls on the Underlying Assets, mismatches between the timing of accrual and receipt of Interest
Proceeds and Principal Proceeds from the Underlying Assets (particularly prior to the investment of all

Uninvested Proceeds), defaults under Underlying Assets and the effectiveness of any Interest Rate Swap

Agreement, among others. Consequently, the inclusion of projections herein should not be regarded as a
representation by the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser or
its affiliates or any other person or entity of the results that will actually be achieved by the Issuer.

None of the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser or its
affiliates has any obligation to update or otherwise revise any projections, including any revisions to
reflect changes in economic conditions or other circumstances arising after the date hereof or to reflect
the occurrence of unanticipated events, even if the underlying assumptions do not come to fruition.

xv
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SUMMARY OF TERMS

The following summary is qualified in its entirety by, and should be read in conjunction with, the more
detailed information appearing elsewhere in this Offering Circular. An index of defined terms appears at
the back of this Offering Circular.

Securities Offered .............

Preference Shares.... .........

Status of the Notes .............................

U.S.$[ ] aggregate principal amount Class A-1 Floating Rate
Notes Due [ (the "Class A-1 Notes").

U.S.$[ ] aggregate principal amount Class A-2 Floating Rate
Notes Due 1] (the "Class A-2 Notes") and, together with the
Class A-1 Notes, the "Class A Notes").

U.S.$[ ] aggregate principal amount Class B Floating Rate
Notes Due [] (the "Class B Notes").

U.S.$[ ] aggregate principal amount Class C Floating Rate
Deferrable Interest Notes Due [] (the "Class C Notes").

U.S.$[ ] aggregate principal amount Class D Floating Rate
Deferrable Interest Notes Due 0 (the "Class D Notes").

U.S.$[ ] aggregate principal amount Class E Floating Rate
Deferrable Interest Notes Due 0 (the "Class E Notes, together
with the Class A Notes, Class B Notes, Class C Notes and
Class D Notes, the "Notes").

Concurrently with the issuance of the Notes, the Issuer will
issue [ Preference Shares, par value U.S.$0.01 per share,
issued at a liquidation preference of U.S.$[1,000] per share (the
"Preference Shares"). It is expected that the Collateral
Manager will purchase all of the Preference Shares and the
Collateral Manager may purchase some or all of the Class E
Notes.

Each of the Class A-1 Notes, Class A-2 Notes, Class B Notes,
Class C Notes, Class D Notes and Class E Notes are herein
referred to as a "Class" of Notes. The entire principal amount
of each Class of Notes and all of the Preference Shares will be
issued on the Closing Date.

The Notes will be issued and secured pursuant to the
Indenture. The Synthetic Security Counterparty will be an
express third party beneficiary of the Indenture. See
"Description of the Notes-Status and Security" and "-The
Indenture." The Notes will be limited-recourse debt obligations
of the Issuers secured solely by a pledge of the Collateral by
the Issuer to the Trustee pursuant to the Indenture for the
benefit of the holders from time to time of the Notes, the
Collateral Manager, the Trustee, the Synthetic Security
Counterparty, the Offsetting Transaction Counterparty and any
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Interest Rate Swap Counterparty (collectively, the "Secured
Parties"). See "Description of the Notes-Status and
Security."

The relative order of seniority of payment of each Class of
Notes is as follows: first, Class A-1 Notes, second, Class A-2
Notes, third, Class B Notes, fourth, Class C Notes, fifth, Class
D Notes and sixth, Class E Notes, with (a) each Class of Notes
in such list being "Senior' to each other Class of Notes that
follows such Class of Notes in such list and (b) each Class of
Notes (other than the Class A-1 Notes) in such list being
"Subordinate" to the Class of Notes that precedes such Class
of Notes in such list. The Notes are Senior to the Preference
Shares.

No payment of interest on any Class of Notes will be made until
all accrued interest due and payable on the Notes of each
Class that is Senior to such Class and that remains outstanding
has been paid in full. No payment of principal of any Class of
Notes will be made until all principal of, and all accrued and
unpaid interest on, the Notes of each Class that is Senior to
such Class and that remain outstanding have been paid in full,
except as described under "-Principal Repayment of the
Notes". See also "Description of the Notes-Priority of
Payments."

However:

(a) on any Distribution Date occurring on or before the
Distribution Date in D (with the period from the Closing
Date to such Distribution Date referred to herein as the
"Priority Distribution Period"), Interest Proceeds will
be applied, in an amount available for such purpose, if
any, on the relevant Distribution Date, to pay principal
of the Class D Notes in an amount up to the Class D
Priority Redemption Amount for such Distribution Date
as set forth in Schedule G to this Offering Circular until
0% of the aggregate principal amount of the Class D
Notes as of the Closing Date is redeemed; and on any
Distribution Date occurring after the [] Distribution Date,
[]% of the Interest Proceeds that would otherwise be
paid to the Preference Share Paying Agent for
distribution to the holders of the Preference Shares will
be applied to pay principal of the Class D Notes until
the Class D Notes are paid in full;

(b) on any Distribution Date occurring on or after the
Distribution Date in [ (if no Optional Redemption,
Auction Call Redemption, Clean-Up Call Redemption
or Tax Redemption has been successfully completed
before such Distribution Date) (the "Accelerated

2
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Amortization Date"), Interest Proceeds that would
otherwise be paid to the Preference Share Paying
Agent for distribution to the holders of the Preference
Shares will be applied to pay, first, the principal of the
Class E Notes, second, the principal of the Class D
Notes, third, the principal of the Class C Notes, fourth,
the principal of the Class B Notes, fifth, the principal of
the Class A-2 Notes and sixth, the principal of the
Class A-1 Notes, in each case until such Class has
been paid in full; and

(c) if the Class E Diversion Test is not satisfied on a
Determination Date, Interest Proceeds will be applied
on the immediately succeeding Distribution Date to pay
principal of the Class E Notes in sufficient amounts to
satisfy the Class E Diversion Test.

See "Description of the Notes-Priority of Payments."

The issuers ................... Gemstone CDO VII Ltd. (the "Issuer") is an exempted
company with limited liability incorporated under the
Companies Law (2004 Revision) of the Cayman Islands
pursuant to its Memorandum and Articles of Association (the
"Issuer Charter") and is in good standing under the laws of the
Cayman Islands. The Indenture and Issuer Charter will provide
that the activities of the Issuer are limited to:

(a) acquiring, holding, pledging and selling Underlying
Assets, Offsetting Transactions and Eligible
Investments;

(b) entering into and performing its obligations under the
Indenture, any Interest Rate Swap Agreement, any
Investment Agreement, the Management Agreement,
the Collateral Administration Agreement, the Note
Purchase Agreement, the subscription agreements with
respect to the private placement of the Class E Notes
and the Preference Shares (the "Subscription
Agreements") and the Preference Share Paying
Agency Agreement

(c) issuing, redeeming and selling the Notes and the
Preference Shares, and issuing the Ordinary Shares;

(d) pledging the Collateral as security for its obligations in
respect of the Notes and otherwise for the benefit of
the Secured Parties;

(e) owning the Co-Issuer and

(f) other activities incidental to the foregoing.

3
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The Issuer will not have any material assets other than the
Underlying Assets, Eligible Investments, any Interest Rate
Swap Agreement and rights under certain other agreements
entered into as described herein.

Gemstone CDO VII Corp., a Delaware corporation (the "Co-
Issuer' and, together with the Issuer, the "Issuers"), was
incorporated for the sole purpose of co-issuing the Notes. The
entire authorized share capital of the Co-Issuer is owned by the
Issuer.

The Co-Issuer will not have any assets (other than the
proceeds of its common shares, being U.S.$(250] ) and will not
pledge any assets to secure any Class of Notes. The Co-
Issuer will not have any interest in the Underlying Assets held
by the Issuer.

Collateral Manager ............

Use of Proceeds ..............

HBK Investments L.P., a Delaware limited partnership (together
with its affiliated subadvisors, the "Collateral Manager") with
headquarters in Dallas, Texas, will manage the Collateral under
a Management Agreement to be entered into between the
Issuer and the Collateral Manager (the "Management
Agreement"). Collateral management services for the Issuer
will be performed by various affiliated subadvisors of HBK
Investments L.P., which are under common control with HBK
Investments L.P. Pursuant to the Management Agreement and
in accordance with the Indenture, the Collateral Manager has
selected and will manage the Collateral and will exercise rights
and remedies associated with the Underlying Assets based on
the restrictions set forth in the Indenture and on the Collateral
Managers research, credit analysis and judgment. The
Collateral Manager will also monitor any Interest Rate Swap
Agreement and may also act as the Auction Agent in
connection with an Auction Call Redemption. Also, the
Collateral Manager may direct the Disposition of the Underlying
Assets in the case of an Optional Redemption, a Clean-up Call
or a Tax Redemption. For a summary of the provisions of the
Management Agreement and certain other information
concerning the Collateral Manager and key individuals
associated therewith who will be managing the Issuer's
portfolio, see "The Collateral Manager' and "The Management
Agreement."

The gross proceeds received from the issuance and sale of the
Notes and the Preference Shares will be approximately U.S.$[
]. On the Closing Date, the Issuer will receive approximately
U.S.$[ ] as the net proceeds from the issuance and sale of the
Notes and the Preference Shares. The net proceeds from the
issuance and sale of the Notes and the Preference Shares are
the gross proceeds net of the payment of the placement and
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structuring fees related to the placement of the Notes and
Preference Shares, the payment of other closing expenses and
an initial deposit into the Expense Account. The net proceeds
from the issuance and the sale of the Notes and the Preference
Shares will be used by the Issuer to purchase on the Closing
Date a diversified portfolio of interests in asset-backed
securities ("Asset-Backed Securities") and Synthetic
Securities (together with the Asset-Backed Securities, the
"Underlying Assets") having the characteristics described
herein, to enter into Offsetting Transactions (including the
payment of any initial amounts upon the entry into an Offsetting
Transaction) and to fund certain accounts established under
the Indenture. See "Security for the Notes-Underlying Assets"
and "-Closing Date Portfolio." On the Closing Date, the Issuer
will have acquired (or committed to acquire for settlement in
accordance with customary settlement procedures in the
relevant markets) the entire portfolio. As of the Closing Date,
the portfolio will consist of Underlying Assets (acquired or
committed to be acquired) having an aggregate
Principal/Notional Balance (including principal collections on
such Underlying Assets deposited in the Uninvested Proceeds
Account on the Closing Date) of approximately U.S.$[ ]. In the
event that there are any remaining uninvested net proceeds on
the Determination Date preceding the 0 2007 Distribution Date
(the "First Distribution Date"), they will be applied in the
manner described herein under "Description of the Notes-
Certain Definitions-Principal Proceeds," "Description of the
Notes-Priority of Payments-Principal Proceeds" and
"Security for the Notes-The Accounts-Uninvested Proceeds
Account."

Security for the Notes......................... Pursuant to the Indenture, the Notes, together with the Issuer's
obligations to the Interest Rate Swap Counterparty under any
Interest Rate Swap Agreement, the Synthetic Security
Counterparty under the Synthetic Securities, the Initial
Investment Agreement Provider under the Initial Investment
Agreement, the Trustee under the Indenture and the Collateral
Manager under the Management Agreement, will be secured
by:

(a) the Underlying Assets and Equity Securities and the
Offset Transactions and the Offsetting Transactions;

(b) the rights of the Issuer under any Interest Rate Swap
Agreement;

(c) amounts on deposit in the Payment Account, the
Interest Collection Account, the Principal Collection
Account, the Expense Account, the Uninvested
Proceeds Account, the Synthetic Security Issuer

5
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Account, the Disposition Proceeds Account, the
Synthetic Security Collateral Account [and the Interest
Rate Swap Counterparty Collateral Account]
(collectively, the "Accounts") and Eligible Investments
purchased with funds on deposit in such accounts;

(d) . the rights of the Issuer under the Management
Agreement, the Note Purchase Agreement, the
Subscription Agreements and the Administration
Agreement; and

(e) all proceeds of the foregoing (collectively, the
"Collateral").

In the event of any realization on the Collateral, proceeds will
be allocated to the payment of each Class of Notes in
accordance with the respective priorities established by the
Priority of Payments. The Collateral will not include the
Excepted Property.

Acquisition of the Underlying
Assets............................ ....... On the Closing Date, the Issuer will have acquired (or

committed to acquire for settlement in accordance with
customary settlement procedures in the relevant markets) the
entire portfolio, which will consist of Underlying Assets having
an Aggregate Principal/Notional Balance (including principal
collections on Asset-Backed Securities deposited in the
Uninvested Proceeds Account on the Closing Date) of
approximately U.S.$[] and will be pledged to the Trustee under
the Indenture. The Underlying Assets so acquired by the
Issuer will, on the Closing Date, have the characteristics
described herein under "Security for the Notes- Underlying
Assets" and "-Closing Date Portfolio."

After the Closing Date, following the Disposition of Underlying
Assets in accordance with and subject to the conditions herein,
the Issuer, at the direction of the Collateral Manager, may apply
the Disposition Proceeds in respect of such Dispositions to
purchase additional Asset-Backed Securities or to enter into
additional Synthetic Securities. During the Reinvestment
Period, the Issuer, at the direction of the Collateral Manager
and subject to the limitations described in "Disposition of the
Underlying Assets," may trade Underlying Assets on a
discretionary basis. After the Reinvestment Period, the Issuer
will not be able to acquire Underlying Assets on a discretionary
basis. Both during and after the Reinvestment Period, the
Collateral Manager may direct the Issuer to Dispose of
Defaulted Assets, Equity Securities, Credit-Risk Assets, Credit-
Improved Assets and Withholding Securities as described
under "Disposition of the Underlying Assets" and may be
required to reinvest the Disposition Proceeds of such
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Dispositions in additional Underlying Assets. During and after
the Reinvestment Period, the Issuer, at the direction of the
Collateral Manager, may also enter into Offsetting
Transactions; provided that any Offsetting Transaction will be
treated as a Disposition of the related Underlying Asset,
meaning that Offsetting Transactions deemed to be
discretionary and not in connection with the Disposition of
Defaulted Assets, Equity Securities, Credit-Risk Assets, Credit-
Improved Assets and Withholding Securities shall only occur
during the Reinvestment Period.

Disposition of the Underlying
Assets................................................... At any time, the Collateral Manager may direct the Issuer to

Dispose of any Defaulted Assets, Equity Securities or
Underlying Assets subject to withholding or other similar taxes
and acquire additional Underlying Assets; provided that such
Dispositions and acquisitions are subject to the restrictions
described in "Security for the Notes-Disposition of Underlying
Assets."

The Collateral Manager may also direct the Issuer to Dispose
of Credit-Risk Assets, Credit-improved Assets or other
Underlying Assets and acquire additional Underlying Assets,
subject to the conditions indicated below.

Credit-Risk Assets. The Collateral Manager, on behalf of the
Issuer, may direct the Trustee in writing to Dispose of any
Underlying Asset that the Coilateral Manager, acting on behalf
of the Issuer, determines to be (and which the Collateral
Manager certifies in writing to the Trustee that it has
determined to be) a Credit-Risk Asset and, if applicable, to
acquire additional Underlying Assets in accordance with clause
(B) below. The Collateral Manager may not direct the Trustee
to Dispose of any Underlying Asset that it determines to be a
Credit-Risk Asset unless, in connection with the Disposition of
such Credit-Risk Asset, the Collateral Manager will certify in
writing to the Trustee that:

(A) at the direction of the Collateral Manager, the
Disposition Proceeds arising from the Disposition of such
Credit-Risk Asset shall be transferred to the Principal Collection
Account to be applied In accordance with the Priority of
Payments; provided that such Disposition Proceeds may not be
reinvested, or

(B) the Collateral Manager believes that the Issuer will be
able to reinvest the Disposition Proceeds arising from the
Disposition of such Credit-Risk Asset, within [180] days after
such Credit-Risk Asset is Disposed of, in one or more
additional Asset-Backed Securities or Synthetic Securities
having an Aggregate Principal/Notional Balance that, together

7
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with accrued interest thereon, is at least equal to the
Disposition Proceeds arising from the Disposition of such
Credit-Risk Asset being Disposed of and the Collateral
Manager believes that after giving effect to such Disposition
and the subsequent acquisition, the level of each of the
Collateral Quality Tests and Eligibility Criteria is maintained or
improved as compared to the test levels prior to such
Disposition and subsequent acquisition; provided however that
after the Reinvestment Period, the Issuer may not Dispose of a
Credit-Risk Asset and acquire one or more additional
Underlying Assets pursuant to this paragraph unless,
additionally, (i) the Collateral Quality Tests are in compliance,
(ii) the Underlying Asset proposed to be acquired shall have a
Moody's Rating and a Standard & Poor's Rating at least equal
to the Moody's Rating and the Standard & Poor's Rating
respectively of the Credit-Risk Asset to be Disposed, (iii) the
weighted average life of the Underlying Asset(s) proposed to be
acquired following such Disposition shall be no more than two
years greater than the weighted average life of the Credit-Risk
Asset to be Disposed and (iv)(A) all Coverage Tests are
satisfied prior to such Disposition, (B) the Collateral Manager
believes that, after giving effect to such Disposition and the
subsequent acquisition described in this paragraph all
Coverage Tests will be satisfied and the level of each Coverage
Test will be at least equal to its level prior to such Disposition
and (C) the level of the Class D Overcollateralization Test is at
least equal to [n.

Credit-Improved Assets. The Collateral Manager, on behalf of
the Issuer, may direct the Trustee in writing to Dispose of any
Underlying Asset that the Collateral Manager, acting on behalf
of the Issuer, determines to be (and which the Collateral
Manager certifies in writing to the Trustee that it has
determined to be) a Credit Improved Asset and, if applicable, to
acquire additional Underlying Assets in accordance with clause
(B) below. The Collateral Manager may not direct the Trustee
to Dispose of any Underlying Asset that it determines to be a
Credit-Improved Asset unless, in connection with the
Disposition of such Credit-Improved Asset, the Collateral
Manager will certify in writing to the Trustee that:

(A) at the direction of the Collateral Manager, the
Disposition Proceeds arising from the Disposition of such
Credit-Improved Asset shall be transferred to the Principal
Collection Account to be applied in accordance with the Priority
of Payments; provided that (i) such Disposition Proceeds may
not be reinvested and (ii) such Disposition Proceeds must be at
least equal to the par value of the Credit-Improved Asset
Disposed, or
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(B) the Collateral Manager believes that the Issuer will be
able to reinvest the Disposition Proceeds arising from the
Disposition of such Credit-improved Asset, within [180] days
after such Credit-Improved Asset is Disposed of, in one or more
additional Asset-Backed Securities or Synthetic Securities
having an Aggregate Principal/Notional Balance at least equal
to the Aggregate Principal/Notional Balance of the Credit-
Improved Asset to be Disposed, and the Collateral Manager
believes that after giving effect to such Disposition and the
subsequent acquisition, the level of each of the Collateral
Quality Tests and Eligibility Criteria is maintained or improved
as compared to the test levels prior to such Disposition and
subsequent acquisition; provided however that after the
Reinvestment Period, the Issuer may not Dispose of a Credit-
Improved Asset and acquire another Underlying Asset pursuant
to this paragraph unless, additionally, (i) the Collateral Quality
Tests are in compliance, (ii) the Underlying Asset proposed to
be acquired shall have a Moody's Rating and a Standard &
Poor's Rating at least equal to the Moody's Rating and the
Standard & Poor's Rating, respectively, of the Credit-Improved
Asset to be Disposed, (iii) the weighted average life of the
Underlying Asset(s) proposed to be acquired following such
Disposition shall be no more than two years greater than the
weighted average life of the Credit-Improved Asset to be
Disposed and (iv)(A) all Coverage Tests are satisfied prior to
such Disposition, (B) the Collateral.Managcr believes that, after
giving effect to such Disposition and the subsequent acquisition
described in this paragraph all Coverage Tests will be satisfied
and the level of each Coverage Test will be at least equal to its
level prior to such Disposition and (C) the level of the Class D
Overcollateralization Test is at least equal to 0.

Discretionary Trading. At any time during the Reinvestment
Period, the Collateral Manager, on behalf of the Issuer, may
direct the Trustee in writing to Dispose of (and acquire if
applicable), and the Trustee shall Dispose of (and acquire, if
applicable) in the manner so directed by the Collateral
Manager, acting on behalf of the Issuer, in writing, any
Underlying Asset if, in connection with the Disposition of such
Underlying Asset and the acquisition of another Underlying
Asset, as applicable, the Collateral Manager shall certify in
writing to.the Trustee that:

(i) the Collateral Manager believes in good faith that
Disposition Proceeds relating to such Underlying Asset can be
reinvested within [180] days after the Disposition of such
Underlying Asset in one or more additional Underlying Assets
such that the Aggregate Principal/Notional Balance of such
additional Underlying Assets is greater than or equal to the
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Principal/Notional Balance of the Underlying Asset to be so
Disposed,

(ii) the Aggregate Principal/Notional Balance of all
Underlying Assets Disposed of pursuant to this paragraph
during any calendar year (including the period from the Closing
Date to the end of calendar year 2007), does not exceed [20]%
of the Net Outstanding Asset Balance as of the first day of such
period (excluding, for the purposes of such calculation, the
Disposition of any Credit-Risk Assets, Credit-Improved Assets,
Defaulted Assets, Equity Securities and Withholding Securities
and any Underlying Asset Disposed by the entry of the Issuer
into an Offsetting Transaction with respect to such Underlying
Asset),

(iii) the Collateral Manager believes that after giving effect
to such Disposition and the subsequent acquisition, the level of
each of the Collateral Quality Tests and Eligibility Criteria is
maintained or improved as compared to the test levels prior to
such Disposition and subsequent acquisition;

(iv) and Moody's has not reduced the long term rating of
any Class of Notes below the long term rating in effect on the
Closing Date by one or more major rating categories.

The Disposition Proceeds of an Asset-Backed Security will be
deposited in the Disposition Proceeds Account and, subject to
the restrictions described in "Security for the Notes-
Disposition of Underlying Assets," will be available to be
reinvested in other Underlying Assets within [180] days
following such Disposition. Following such [180] day period, if
not earlier transferred to the Principal Collection Account at the
direction of the Collateral Manager, If such Disposition
Proceeds have not been reinvested in any substitute
Underlying Asset and remain in the Disposition Proceeds
Account, such Disposition Proceeds shall be deposited in the
Principal Collection Account and applied in accordance with the
Priority of Payments.

"Reinvestment Period" means the period from the Closing
Date until the first to occur of (i) the Payment Date immediately
following the date that the Collateral Manager, acting on behalf
of the Issuer, notifies the Trustee and the other designated
parties that, in light of the composition of the Assets, general
market conditions and other factors, the Collateral Manager (in
its sole discretion) has determined on behalf of the Issuer that
investments in additional Underlying Assets within the
foreseeable future would either be impractical or not beneficial,
(ii) an Event of Default or (iii) the day after the Payment Date
occurring in 0; provided that if the Collateral Manager had
previously terminated the Reinvestment Period, the Collateral
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Manager may (in its sole discretion) reinstate the Reinvestment
Period if the notice of reinstatement is delivered prior to the
Determination Date for the Distribution Date occurring in [].

Principal Proceeds from the Disposition of, or principal
payments on, Underlying Assets that are Investment Grade
may at the Collateral Managers sole discretion (exercised on
behalf of the Issuer) be deposited into (x) the Collection
Account for investment on a later date in additional Underlying
Assets that are Investment Grade, or (y) the Synthetic
Collateral Account to be invested in Eligible Investments, in
each case, in accordance with the Eligibility Criteria and the
Collateral Quality Tests.

See "Security for the Notes-Disposition of Underlying Assets."

Interest Rate Swap
Agreement.........

Synthetic Securities

Following the Closing Date, subject to satisfaction of the Rating
Condition, the Issuer may enter into an ISDA Master
Agreement pursuant to which the Issuer will enter into an
interest rate swap in accordance with the Indenture (such
interest rate swap, together with any replacement therefor or
additional interest rate swap agreement entered into in
accordance with the Indenture, the "Interest Rate Swap
Agreement"). Any Interest Rate Swap Agreement will provide
that the Issuer will pay to the Interest Rate Swap Counterparty
on each related Distribution Date interest at a fixed rate on a
specified notional amount, in exchange for which the Interest
Rate Swap Counterparty will pay to the Issuer interest on such
notional amount at a rate equal to three month LIBOR for the
related calculation period. See "Security for the Notes-The
Interest Rate Swap Agreement."

On the Closing Date, the Issuer will enter into a series of credit
default swaps (each a "Synthetic Security") with Deutsche
Bank AG (in such role, the "First Synthetic Security
Counterparty"). Each Synthetic Security will relate to a
Reference Obligation whereby the Issuer will sell credit
protection to the related Synthetic Security Counterparty on
such Reference Obligation. Each Synthetic Security will be
entered into pursuant to a 1992 ISDA Master Agreement
(Multicurrency-Cross Border), including the schedule thereto
(the "Master Agreement"), between the Issuer and a Synthetic
Security Counterparty, and a separate confirmation of
transaction (a "Confirmation") evidencing the Synthetic
Security thereunder. Each Confirmation may evidence several
different transactions, each of which will be separate and
distinct from all others documented under such Confirmation
and relates to an individual Reference Obligation that is an
Asset-Backed Security. The form of Confirmation for
Reference Obligations that are RMBS Securities is attached
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hereto as Schedule H. The form of Confirmation for Reference
Obligations that are ABX Tranche Securities is attached hereto
as Schedule 1. The form of Confirmation for Reference
Obligations that are CMBS Securities is attached hereto as
Schedule J. The form of Confirmation for Reference
Obligations that are CDO Securities is attached hereto as
Schedule K. The 2003 ISDA Credit Derivatives Definitions, as
published by ISDA (the "Credit Derivatives Definitions") will
apply to, and be incorporated by reference into, each Synthetic
Security.

Each Synthetic Security exposes the Issuer to the credit risk of
a Reference Obligation. Each "Reference Obligation," as of
the related trade date, will be an Asset-Backed Security that
satisfies the Eligibility Criteria.

During the Reinvestment Period, and only in accordance with
the Eligibility Criteria, the Issuer may (i) enter into additional
Synthetic Securities with the First Synthetic Security
Counterparty and (ii) enter into new Synthetic Securities with
other synthetic security counterparties (together with the First
Synthetic Security Counterparty, the "Synthetic Security
Counterparties") made pursuant to a separate Master
Agreement and Confirmation; provided that after giving effect to
any such transaction, the Synthetic Security Collateral Amount
equals or exceeds the Required Synthetic Security Collateral
Amount. The "Synthetic Security Collateral Amount" equals
on any date of determination, the amount on deposit in the
related Synthetic Security Collateral Account, if any (including
the Aggregate Principal/Notional Balance of the Eligible
Investments on deposit in such account, but excluding all
earnings on such Eligible Investments). The "Required
Synthetic Security Collateral Amount" equals, with respect to
each Synthetic Security Counterparty, on any date of
determination, the Aggregate Principal/Notional Balance of all
Synthetic Securities entered into with such Synthetic Security
Counterparty. Each Master Agreement entered into with a
Synthetic Security Counterparty shall be substantially identical
to the Master Agreement entered into between the Issuer and
the First Synthetic Security Counterparty prior to closing or, if
not substantially identical, shall be approved by the First
Synthetic Security Counterparty and each Rating Agency.
Each Confirmation entered into with a Synthetic Security
Counterparty shall be substantially similar to (w) the form of
Confirmation attached hereto as Schedule H in the case of
Reference Obligations that are RMBS Securities, (x) the form of
Confirmation attached hereto as Schedule I in the case of
Reference Obligations that are ABX Tranche Securities, (y) the
form of Confirmation attached hereto as Schedule J in the
case of Reference Obligations that are CMBS Securities or (z)
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the form of Confirmation attached hereto as Schedule K in the
case of Reference Obligations that are CDO Securities or, if not
substantially similar, shall be approved by each other Synthetic
Security Counterparty and each Rating Agency.

The Synthetic Security Counterparty has the right in the event
of an assignment of a Synthetic Security to reject any
replacement for the Issuer, such right not to be unreasonably
exercised. In deciding whether to approve or reject a
replacement for the Issuer, the Synthetic Security Counterparty
does not have to consider the interests of the Issuer or the
Noteholders.

For a further description of the Synthetic Securities see
"Security for the Notes- Underlying Assets Synthetic
Securities" herein.
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Offsetting Transactions .........

Initial Investment Agreement.............

On or after the Closing Date, the Issuer may enter into a series
of credit default swaps (each an "Offsetting Transaction") with
one or more counterparties (each, an "Offsetting Transaction
Counterparty") required in order to hedge all or part of its
credit exposure (determined as set out below) to obligors under
Synthetic Securities. In the event that any such Offsetting
Transaction is entered into in respect of all or part of a
Synthetic Security, such Synthetic Security (or part thereof) will
not be considered a Synthetic Security (the amount of such
Synthetic Security so offset, , the "Offset Transaction").
Offsetting Transactions must be entered into under one of the
forms of confirmation attached as Schedule H, Schedule 1,
Schedule J or Schedule K hereto, each when so used for an
Offsetting Transaction a "Form Approved Short Synthetic
Confirmation".

Each Offsetting Transaction will relate to a Reference
Obligation whereby the Issuer purchases credit protection from
the related Offsetting Transaction Counterparty on such
Reference Obligation. An Offsetting Transaction shall hedge all
or part of the Issuers credit exposure if, in the reasonable
judgment of the Collateral Manager acting on behalf of the
Issuer, such Offsetting Transaction hedges the Issuer's risk of
loss (in whole or in part) with respect to the relevant Synthetic
Security and the Offsetting Transaction relates to the same
Reference Obligation and provides for all obligations
thereunder to have substantially the same characteristics as
obligations specified in such Synthetic Security.

[Each Offsetting Transaction and Offset Transaction will include
cross-default provisions providing that, in the case of an
Offsetting Transaction, following an event of default or
termination event with respect to an Offset Transaction, the
related Offsetting Transaction will terminate and that, in the
case of an Offset Transaction, following an event of default or
termination event with respect to an Offsetting Transaction, the
related Offset Transaction will terminate.]

The fixed amounts payable with respect to an Offsetting
Transaction must be less than or equal to the fixed amounts
payable with respect to the related Synthetic Security and in
certain circumstances the Issuer may be required to make an
upfront payment to the Offsetting Transaction Counterparty.

Amounts on deposit in the Synthetic Security Collateral
Account may be invested in Eligible Investments (as defined
herein) and will initially be invested under an investment
agreement, dated as of the Closing Date (such agreement, the
"Initial Investment Agreement," and amounts so invested, the
"Investment"), among the Issuer, the Trustee and [ ], as
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investment agreement provider (in such capacity, the "Initial
Investment Agreement Provider"). On the Closing Date,
funds in an amount of about $[ ] are expected to be invested
as the Investment.

Pursuant to the Initial Investment Agreement, the Initial
Investment Agreement Provider will be required to pay interest
at a per annum floating rate equal to three-month LIBOR minus
[% on the amounts invested thereunder. Interest on the
Investment will accrue until the date the Initial Investment
Agreement terminates or is terminated in accordance with its
terms over each Interest Period and will be payable on the
Business Day immediately prior to the Distribution Dates.

On any Business Day of each month, subject to applicable
notice requirements specified in the Initial Investment
Agreement, the Trustee may make a withdrawal from the Initial
Investment Agreement in order to make payments as described
under Allocation Procedures.

On or immediately prior to the Final Maturity Date, the Trustee
(acting pursuant to the Indenture on behalf of the Issuer) will
have the right to demand payment in full under the Initial
Investment Agreement (if it is then in effect). On the Final
Maturity Date of the Notes, all net proceeds from such
liquidation and all available cash will be distributed in
accordance with the priority of distribution provisions described
herein. The obligations of the Initial Investment Agreement
Provider under the Initial Investment Agreement will be insured
by a financial guarantee policy (the "Policy" and together with
the Initial Investment Agreement, the "GIC") to the extent
specified therein. See "Security for the Notes-The Initial
Investment Agreement", "Security for the Notes-The Initial
Investment Agreement-The Initial Investment Agreement
Provider".

Interest Payments on the Notes ........ The Class A-1 Notes will bear interest at a floating rate per
annum equal to LIBOR plus [ ]%.

The Class A-2 Notes will bear interest at a floating rate per
annum equal to LIBOR plus [ ]%.

The Class B Notes will bear interest at a floating rate per
annum equal to LIBOR plus [ ]%.

The Class C Notes will bear interest at a floating rate per
annum equal to LIBOR plus [ ]%.

The Class D Notes will bear interest at a floating rate per
annum equal to LIBOR plus []%.
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The Class E Notes will bear interest at a floating rate per
annum equal to LIBOR plus [ ]%.

The Preference Shares will receive any Excess Interest in
accordance with the Priority of Payments.

Interest on the Notes will be computed on the basis of a 360-
day year and the actual number of days elapsed.

Interest on the Notes will accrue from the Closing Date.
Accrued and unpaid interest will be payable quarterly in arrears
on each Distribution Date, if and to the extent that funds are
available on such Distribution Date in accordance with the
Priority of Payments set forth herein; provided that Interest in
respect of the First Distribution Date will be paid on a period of
[] days. See "Description of the Notes-Interest."

Any interest on the Class C Notes, Class D Notes or Class E
Notes that is not paid when due by operation of the Priority of
Payments will be deferred ("Deferred Interest", or as
applicable, "Class C Deferred Interest", "Class D Deferred
Interest" or "Class E Deferred Interest"). Interest will accrue
on any deferred interest. Failure to make payment in respect of
interest on the Class C Notes, Class D Notes or Class E Notes
on any Distribution Date by reason of the Priority of Payments
will not constitute an Event of Default under the Indenture as
long as a more Senior Class of Notes remains outstanding.
Upon the payment of Class C Deferred Interest, Class D
Deferred Interest or Class E Deferred Interest, the deferred
interest amount with respect to the Class C Notes, Class D
Notes or the Class E Notes, as the case may be, will be
reduced by the amount of such payment.

Additionally, as long as any Class of Notes is outstanding if a
Coverage Test applicable to such Class of Notes is not
satisfied on any Determination Date relating to a Distribution
Date, then Interest Proceeds that would otherwise be used to
make payments in respect of interest on any Class of Notes
Subordinate to such Class will be used instead to redeem, first,
each Class (if any) of Notes Senior to such Class of Notes
(sequentially in direct order of seniority) and, second, such
Class of Notes, until each applicable Coverage Test is satisfied.
See "Description of the Notes-Priority of Payments."

Maturity; Average Life; Duration ....... The stated maturity of the Notes is the [] Distribution Date (with
respect to each Class of Notes, the "Stated Maturity"). Each
Class of Notes will mature at the applicable Stated Maturity
unless redeemed or repaid before the Stated Maturity. With
respect to each Class of Notes, the earlier of the Stated
Maturity and the Distribution Date on which the aggregate
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principal amount of such Class of Notes is paid in full, including
a Redemption Date or an Accelerated Maturity Date, is referred
to herein as the "Final Maturity Date'. The average life of
each Class of Notes may be less than the number of years until
its Stated Maturity. See "Maturity and Prepayment
Considerations," "Risk Factors--Projections, Forecasts and
Estimates" and "-Average Life of the Notes and Prepayment
Considerations."

Principal Repayment of the
Notes ......................... Principal Proceeds will be applied on each Distribution Date in

accordance with the Priority of Payments to pay principal of
each Class of Notes and, to the extent that there are Excess
Principal Proceeds, to pay a. dividend on the Preference
Shares. In addition,

(a) if a Coverage Test is not satisfied on a Determination
Date, Interest Proceeds will be applied on the
immediately succeeding Distribution Date to pay
principal of the Class A Notes, the Class B Notes, the
Class C Notes, the Class D Notes and the Class E
Notes, sequentially in order of seniority in sufficient
amounts to satisfy each Coverage Test,

(b) on any Distribution Date occurring on or before the last
day of. the Priority Distribution Period, Interest
Proceeds will be applied, in an amount available for
such purpose, if any, off the relevant Distribution Date,
to pay principal of the Class D Notes in an amount up
to the Class D Priority Redemption Amount for such
Distribution Date as set forth in Schedule G to this
Offering Circular until [% of the aggregate principal
amount of the Class D Notes as of the Closing Date is
redeemed; and on any Distribution Date occurring after
[], []% of the Interest Proceeds that would otherwise be
paid to the Preference Share Paying Agent for
distribution to the holders of the Preference Shares will
be applied to pay principal of the Class D Notes until
the Class D Notes are paid in full, and

(c) If no Optional Redemption, Auction Call Redemption,
Clean-Up Call Redemption or Tax Redemption has
been successfully completed before the Accelerated
Amortization Date, on each Distribution Date occurring
on or after the Accelerated Amortization Date, Interest
Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the
holders of the Preference Shares will be applied to pay,
first, the principal of the Class E Notes, second, the
principal of the Class D Notes, third, the principal of the
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Class C Notes, fourth, the principal of the Class B
Notes, fifth, the principal of the Class A-2 Notes and
sixth, the principal of the Class A-1 Notes, in each case
until such Class has been paid in full,

(d) if the Class E Diversion Test is not satisfied on a
Determination Date, Interest Proceeds will be applied
on the immediately succeeding Distribution Date to pay
principal of the Class E Notes in sufficient amounts to
satisfy the Class E Diversion Test,

in each case, to the extent of funds available for such purposes
in accordance with the Priority of Payments. See "Description
of the Notes-Priority of Payments," "-Principal,"
Mandatory Redemption" and "-The Coverage Tests."

The Issuer may redeem the Notes, in whole but not in part, at
the applicable Redemption Price therefor at the times and
under the circumstances described in "Description of the
Notes-Auction Call Redemption," "--Optional Redemption",
"--Clean-Up Call Redemption" and "-Tax Redemption."

Mandatory Redemption ......................

Optional Redemption..........

The Class A Notes, the Class B Notes, the Class C Notes, the
Class D Notes and the Class E Notes will, on any Distribution
Date, be subject to mandatory redemption from Interest
Proceeds in the event that any Coverage Test is not satisfied
on that Determination Date. In addition, certain Principal
Proceeds, to the extent available, will be applied on each
Distribution Date (after payment of certain other amounts in
accordance with the Priority of Payments) to repay the principal
of each Class of Notes. Any such redemption from Interest
Proceeds or Principal Proceeds will be applied to each
outstanding Class of Notes sequentially in direct order of
seniority and will otherwise be effected as described below
under "Description of the Notes-Priority of Payments" and "-

Mandatory Redemption."

Subject to certain conditions described herein, on any
Distribution Date on or after the [ Distribution Date, the issuer
may redeem the Notes (such redemption, an "Optional
Redemption"), in whole but not in part, at the direction of the
holders of at least sixty-six and two-thirds percent (66 2/3%) of
the Preference Shares at the applicable Redemption Price
therefor. Any such Optional Redemption may only be effected
on a Distribution Date at the applicable Redemption Price and
only from the Disposition Proceeds of all Collateral including
Eligible Investments credited to the Accounts (other than that in
[the Interest Rate Swap Counterparty Collateral Account and]
the Synthetic Security Issuer Account) on such Distribution
Date. No Optional Redemption may be effected, however,
unless (i) all such Disposition Proceeds are used, in whole or in
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part, to make such an Optional Redemption and (ii) such
Disposition Proceeds are at least equal to the Redemption
Amount. See "Description of the Notes-Optional
Redemption".

Auction Call Redemption of the
Notes .......... ........ If the Notes have not been redeemed in full on or prior to the

Distribution Date occurring in [ (the "First Auction Call Date"),
and the Preference Shareholders have not directed an Optional
Redemption, then an auction of the Underlying Assets will be
conducted by the Auction Agent on behalf of the Issuer and,
provided that certain conditions described herein are satisfied,
the Underlying Assets will be sold and the Notes will be
redeemable (an "Auction Call Redemption"), in whole but not
in part and at the applicable Redemption Price, from the
Disposition Proceeds of all Collateral including any Eligible
Investments credited to the Accounts (other than that in the
[Interest Rate Swap Counterparty Collateral Account and the]
Synthetic Security Issuer Account); provided that funds under
clauses (a) and (b) are sufficient to pay in full (i) the
Redemption Amount and (ii) the Minimum Preference Share
Redemption Amount. The "Minimum Preference Share
Redemption Amount" equals (i) the aggregate liquidation
preference of the Preference Shares minus (ii) the aggregate
amount of all cash distributions on the Preference Shares
(whether in respect of dividends or redemption payments)
made to the Preference Share Paying Agent for distribution to
the Preference Shareholders prior to the relevant Auction Date.
If such conditions are not satisfied and the Underlying Assets
are not Disposed of prior to such Distribution Date, the Auction
Agent will conduct an auction on a semi-annual basis prior to
each subsequent Distribution Date (each, a "Subsequent
Auction Call Date," and, together with the First Auction Call
Date, each, an "Auction Date") until the Notes are redeemed
in full. An auction conducted in connection with an Auction Call
Redemption (an "Auction") shall be carried out in accordance
with the auction procedures set forth in Schedule B attached
hereto (the "Auction Procedures"). See "Description of the
Notes-Auction Call Redemption."

Pursuant to the Management Agreement, the Issuer may
designate the Collateral Manager as the Auction Agent (in such
capacity, the "Auction Agent") in connection with the sale of
the Collateral in connection with any Auction Call Redemption;
provided that if the Collateral Manager or any of its Affiliates is
a bidder on the Collateral, the Collateral Manager shall resign
as Auction Agent and the Auction Agent for that Auction shall
be the Initial Purchaser, an Affiliate of the Initial Purchaser or
another unaffiliated third party as successor Auction Agent. In
no event, however, will the Initial Purchaser have any obligation
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to act as Auction Agent with respect to the Collateral. If an
Auction Call Redemption is not successfully completed on any
Auction Date, the Auction Agent shall conduct an Auction on
each Subsequent Auction Call Date in accordance with the
Auction Procedures on each subsequent Auction Date until an
Auction Call Redemption is completed successfully. - See
"Schedule B-Auction Call Redemption-Auction Procedures."

Clean-Up Call Redemption.................

Tax Redemption of the Notes ............

Manner of Distribution..........

At the direction of the Collateral Manager, the Notes will be
subject to redemption by the Issuer, in whole but not in part (a
"Clean-Up Call Redemption"), at the applicable Redemption
Price, on any Distribution Date selected by the Collateral
Manager which occurs on or after the Distribution Date on
which the aggregate outstanding principal amount of the Notes
is less than or equal to ]% of the original aggregate
outstanding principal amount of the Notes as of the Closing
Date. Any such redemption may only be effected on a
Distribution Date and only from the Disposition Proceeds of all
Collateral including Eligible Investments credited to the
Accounts (other than that in the Synthetic Security Issuer
Account). See "Description of the Notes-Clean-Up Call
Redemption."

The Issuer may redeem the Notes (such redemption, a "Tax
Redemption"), in whole but not in part, at the direction of the
Majority-in-Interest of Preference Shareholders. Any such
redemption may only be effected on a Distribution Date at the
applicable Redemption Price and only from the Disposition
Proceeds of all Collateral including the Eligible Investment
credited to the Accounts (other than that in the [Interest Rate
Swap Counterparty Collateral Account and the] Synthetic
Security Issuer Account) on such Distribution Date. No Tax
Redemption may be effected, however, unless (i) all such
Disposition Proceeds are used, in whole or in part, to make
such a Tax Redemption, (ii) such Disposition Proceeds are at
least equal to the Redemption Amount, (iii) a Tax Event shall
have occurred and (iv) the Tax Materiality Condition is satisfied.
See "Description of the Notes-Tax Redemption."

The Initial Purchaser is offering the Notes for sale to investors
("Original Purchasers"), subject to prior sale when, as and if
issued, the approval of certain legal matters by counsel and the
satisfaction of certain other conditions: (a) in the United States
who are (i) Institutional Accredited Investors in reliance upon an
exemption from registration provided by Section 4(2) of the
Securities Act, or (ii) Qualified Institutional Buyers in reliance on
the exemption from registration provided by Rule 144A and (b)
outside the United States to persons that are not U.S. Persons
in offshore transactions in reliance on Regulation S and in
accordance with any applicable securities laws of any state of
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the United States and any other relevant jurisdiction. Notes
offered for sale to a U.S. resident (within the meaning of the
Investment Company Act) will be offered only to Qualified
Purchasers. See "Plan of Distribution" and 'Transfer
Restrictions."

Ratings........ .......... It is a condition to the issuance of the Notes that Moody's and
Standard & Poor's assign the following ratings to the Notes:

Class

Class A-1 Notes

Class A-2 Notes

Class B Notes

Class C Notes

Class D Notes

Class E Notes

Moody's.

Aaa

at least Aa2

at least A2

at least Baa2

at least Bal

S&P

AAA

at least AA

at least A

at least BBB

at least BB+

Minimum Denominations ........

Form, Registration and Transfer of
the Notes ...................

The ratings assigned to the Class A Notes and the Class B
Notes by Standard & Poor's address the timely payment of
interest on, and the ultimate payment of the principal of the
Class A Notes and the Class B Notes. The ratings assigned to
the Class C Notes, Class D Notes and Class E Notes by
Standard & Poor's address the ultimate payment of principal of,
and the ultimate payment of interest on, the Class C Notes,
Class D Notes and Class E Notes. The ratings assigned to the
Notes by Moody's address the ultimate cash receipt of all
required payments as provided by the governing documents,
and are based on the expected loss to the Noteholders of each
Class relative to the promise of receiving the present value of
such payments. A security rating is not a recommendation to
buy, sell or hold securities and may be subject to revision at
any time.

The Notes (or Interests therein) will be issuable in minimum
denominations of U.S.$500,000, and in integral multiples of
U.S.$1,000 in excess thereof.

The Notes offered in reliance upon Regulation S ("Regulation
S Notes") initially will be represented by one or more
Temporary Regulation S Global Notes in fully registered form
without interest coupons attached, deposited with, and
registered in the name of, DTC (or its nominee) initially for the
accounts of Euroclear, and/or Clearstream.

On the 40th day after which all of the Notes of any Class have
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been sold to investors other than the Initial Purchaser or its
Affiliates, and subject to the receipt by the Trustee of a
certificate in the form provided by the Indenture from the person
holding such interest, a beneficial interest in a Class of
Temporary Regulation S Global Notes may be exchanged for
an interest in a Permanent Regulation S Global Note of such
Class in fully registered form without coupons, in an amount
equal to the aggregate principal amount of such interest in the
Temporary Regulation S Global Note.

Interests in the Regulation S Global Notes will be shown on,
and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants
(including Euroclear and Clearstream). Until and including the
40th day after the later of the commencement of the offering
and the closing of the offering of the Notes (the "Distribution
Compliance Period"), interests in a Regulation S Global Note
may be held only through Euroclear or Clearstream.

The Notes offered in the United States ("Restricted Notes")
will be represented by one or more Restricted Global Notes in
fully registered form without interest coupons attached,
deposited with, and registered in the name. of, DTC (or its
nominee). Interests in Restricted Global Notes will be shown
on, and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants.

The Regulation S Global Notes and the Restricted Global
Notes are collectively referred to herein as "Global Notes."
Under certain limited circumstances described herein, definitive
registered Notes may be issued in exchange for Global Notes.

No Note (or any interest therein) may be transferred to a
transferee acquiring such Note in the form of an interest in a
Global Note except (a) to a transferee whom the seller
reasonably believes is (i) a Qualified Institutional Buyer that is a
Qualified Purchaser or (ii) a non-U.S. Person in an offshore
transaction in accordance with Regulation S, (b) in compliance
with the certification (if any) and other requirements set forth in
the Indenture, and (c) in accordance with any applicable
securities laws of any state of the United States and any other
relevant jurisdiction. See "Description of the Notes-Form,
Denomination, Registration and Transfer" and "Transfer
Restrictions."

Listing........................ Application will be made to the Irish Financial Services
Regulatory Authority as competent authority under Directive
2003/71/EC, for the prospectus to be approved: Application will
be made to the Irish Stock Exchange to admit the Notes to the
Official List and trading on its regulated market. Such approval
will relate only to Notes which are to be admitted to trading on
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the regulated market of the Irish Stock Exchange or other
regulated markets for the purposes of Directive 93/22/EEC or
which are to be offered to the public in any Member State of the
European Economic Area. See "Listing and General
Information." No application will be made to list the Notes on
any other exchange.

Listing Agent and Irish Paying
Agent....................................................

Governing Law ....................................

RSM Robson Rhodes LLP.

The Notes, the Indenture, the Subscription Agreements, the
Collateral Administration Agreement, the Management
Agreement, any Interest Rate Swap Agreement, each Synthetic
Security, the Initial Investment Agreement, the Preference
Share Paying Agency Agreement and the Note Purchase
Agreement will be governed by the law of the State of New
York. The issuer Charter, the Preference Shares and the
Administration Agreement will be governed by the law of the
Cayman Islands.

Tax Matters ...................... See "Tax Considerations."

Benefit Plan Investors ........... See "ERISA Considerations."
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RISK FACTORS

An investment in the Notes or Preference Shares involves certain risks. Prospective investors should
carefully consider the following factors, in addition to the matters set forth elsewhere in this Offering
Circular, prior to investing in the Notes or Preference Shares.

Risks Relating to the Notes

Investor Suitability. An investment in the Notes or Preference Shares will not be appropriate for
all investors. Structured investment products, like the Notes and Preference Shares, are complex
instruments, and may involve a high degree of risk and are intended for sale only to sophisticated
investors who are capable of understanding and assuming the risks involved. Any investor interested in
purchasing Notes or Preference Shares should conduct its own investigation and analysis of the product
and consult its own professional advisers as to the risks involved in making such a purchase.

Limited Liquidity. There is currently no market for the Notes or Preference Shares. The Initial
Purchaser currently does not intend to make a market in Notes or Preference Shares, and the Initial
Purchaser is under no obligation to do so. In the event that the Initial Purchaser commences any market-
making, it may discontinue market-making at any time. There can be no assurance that a secondary
market for any of the Notes or Preference Shares will develop, or, if a secondary market does develop,
that it will provide the holders of such Notes or Preference Shares with liquidity of investment or that it will
continue for the life of the Notes or Preference Shares. In addition, the Notes and Preference Shares are
subject to transfer restrictions and can only be transferred to certain transferees as described under
"Transfer Restrictions." Consequently, an investor in the Notes or Preference Shares must be prepared
to hold its Notes or Preference Shares for an indefinite period of time or until their Stated Maturity.

Limited-Recourse Obligations. The Notes and Preference Shares are limited-recourse
obligations of the issuer and the Co-Issuer. The Notes and Preference Shares are payable solely from
the Underlying Assets and other Collateral pledged by the Issuer to secure the Notes. None of the
security holders, members, officers, directors, managers or incorporators of the Issuer, the Co-Issuer, the
Trustee, the Administrator, the Rating Agencies, the Synthetic Security Counterparty, the Offsetting
Transaction Counterparty, the Share Trustee, the Collateral Manager, the Initial Purchaser, its Affiliates or
any other person or entity will be obligated to make payments on the Notes or Preference Shares.
Consequently, the holders of the Notes (the "Noteholders") must rely solely on amounts received in
respect of the Underlying Assets and other Collateral pledged to secure the Notes for the payment of
principal thereof and interest thereon. There can be no assurance that the distributions on the Underlying
Assets and other Collateral pledged by the Issuer to secure the Notes will be sufficient to make payments
on any Class of Notes, in particular after making payments on more Senior Classes of Notes and certain
other required amounts ranking Senior to such Class. The ability of the Issuers to make payments in
respect of any Class of Notes or the Preference Shares will be constrained by the terms of the Notes of
Classes more Senior to such Notes or Preference Shares and the Indenture. If distributions on the
Collateral are insufficient to make payments on the Notes, no other assets will be available for payment of
the deficiency and, following liquidation of all the Collateral, the obligations of the Issuers to pay such
deficiencies will be extinguished.

Limited Source of Funds to pay Expenses of the Issuer. The funds available to the Issuer to pay
its expenses on any Distribution Date are limited to the Fee Cap Amount plus an amount up to U.S.$ [ ]
per annum plus any Interest Proceeds remaining after the payments described in clauses (1) through
([18]) under "Description of the Notes-Priority of Payments-nterest Proceeds" and, in some cases, a
portion of the Principal Proceeds remaining after the payments described in clauses (1) through ([12])
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under "Description of the Notes-Priority of Payments-Principal Proceeds." In the event that such funds
are not sufficient to pay the expenses incurred by the Issuer, the ability of the Issuer to operate effectively
may be impaired, and it may not be able to defend or prosecute legal proceedings brought against it or
which it might otherwise bring to protect the interests of the Issuer or pay the expenses of legal
proceedings against persons which the Issuer has indemnified.

Subordination of each Class of Subordinate Notes. No payment of interest on any Class of Notes
will be made until all accrued interest due and payable on the Notes of each Class that is Senior to such
Class has been paid in full. No payment of principal of any Class of Notes will be made until all principal
of, and all accrued interest due and payable on, the Notes of each Class that is Senior to such Class
have been paid in full, except:

(a) - on any Distribution Date occurring on or before the last day of the Priority Distribution
Period, Interest Proceeds will be applied, in an amount available for such purpose, if any,
on the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to
the Class D Priority Redemption Amount for such Distribution Date as set forth in
Schedule G to this Offering Circular until [% of the aggregate principal amount of the
Class D Notes as of the Closing Date is redeemed; and on any Distribution Date
occurring after [, [% of the Interest Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the holders of the Preference Shares
will be applied to pay principal of the Class D Notes until the Class D Notes are paid in
full;

(b) on any Distribution Date occurring on or after the Accelerated Amortization Date and if
any Class of Notes is outstanding, Interest Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the Preference Shareholders will be
applied to pay, first, the principal of the Class E Notes, second, the principal of the Class
D Notes, third, the principal of the Class C Notes, fourth, the principal of the Class B
Notes, fifth, the principal of the Class A-2 Notes and sixth, the principal of the Class A-1
Notes, in each case until such Class has been paid in full; and

(c) if the Class E Diversion Test is not satisfied on a Determination Date, Interest Proceeds
will be applied on the immediately succeeding Distribution Date to pay principal of the
Class E Notes in sufficient amounts to satisfy the Class E Diversion Test. See
"Description of the Notes-Priority of Payments."

Payments in respect of the Preference Shares are Subordinated to payments in respect of the
Notes. Payments on the Preference Shares will be made only if either Excess Interest or Excess
Principal Proceeds remain after making payments on the Notes in accordance with the Priority of
Payments.

If an Event of Default occurs, so long as any Notes are outstanding, the holders of the most
Senior Class of Notes then outstanding will be entitled to determine the remedies to be exercised under
the Indenture. So long as a more Senior Class of Notes remains outstanding, failure to make payments
in respect of interest on the Class C Notes, the Class D Notes or the Class E Notes, as the case may be,
on any Distribution Date by reason of the Priority of Payments will not constitute an Event of Default
under the Indenture. Any such unpaid interest will instead become Deferred Interest. In the event of any
realization on the Collateral, proceeds will be allocated to the Notes and payment of other amounts in
accordance with the Priority of Payments prior to any distribution to the Preference Shareholders. See
"Description of the Notes-The Indenture" and "-Priority of Payments." Remedies pursued by the
holders of the Class or Classes of Notes entitled to determine the exercise of such remedies could be
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adverse to the interest of the holders of the other Classes of Notes. To the extent that any losses are
suffered by any of the holders of any Notes or Preference Shares, such losses will be bome, first, by the
holders of the Preference Shares (the "Preference Shareholders"), second, by the holders of the Class.
E Notes, third, by the holders of the Class D Notes, fourth, by the holders of the Class C Notes, fifth, by
the holders of the Class B Notes, sixth, by the holders of the Class A-2 Notes and seventh, by the holders
of the Class A-1 Notes.

Volatility of the Class D and Class E Notes. The Class D and Class E Notes represent leveraged
investments in the underlying Collateral. Therefore, it is expected that changes in the value of the Class D
and Class E Notes will be greater than the change in the value of the Underlying Assets, which
themselves are subject to credit, liquidity, interest rate and other risks. Utilization of leverage is a
speculative investment technique and involves certain risks to investors. The Indebtedness of the Issuer
under the Notes will result in interest expense and other costs incurred in connection with such
indebtedness that may not be covered by proceeds received from the Collateral. The use of leverage
generally magnifies the Issuers opportunities for gain and risk of loss.

Priority Distribution Period: Accelerated Amortization. On any Distribution Date occurring (a)(i) on
or before the last day of the Priority Distribution Period, Interest Proceeds will be applied, in an amount
available for such purpose, if any, on the relevant Distribution Date, to pay principal of the Class D Notes
in an amount up to the Class D Priority Redemption Amount for such Distribution Date as set forth in
Schedule G to this Offering Circular until [% of the aggregate principal amount of the Class D Notes as
of the Closing Date is redeemed; and (ii) on any Distribution Date occurring after [], [% of the Interest
Proceeds that would otherwise be paid to the Preference Share Paying Agent for distribution to the
holders of the Preference Shares will be applied to pay principal of the Class D Notes until the Class D
Notes are paid in full, or

(b) on or after the Accelerated Amortization Date, Interest Proceeds that would otherwise be paid
to the Preference Share Paying Agent for distribution to the holders of the Preference Shares will be
applied to pay, first, the principal of the Class E Notes, second, the principal of the Class D Notes, third,
the principal of the Class C Notes, fourth, the principal of the Class B Notes, fifth, the principal of the
Class A-2 Notes and sixth, the principal of the Class A-1 Notes, in each case until such Class has been
paid in full. By reason of such application of Interest Proceeds, the Class E Notes may be repaid in full
prior to the full repayment of the Class A Notes, the Class B Notes, the Class C Notes and the Class D
Notes. See "Description of the Notes-Priority of Payments-interest Proceeds."

Investment Company Act. The Issuers have not registered with the United States Securities and
Exchange Commission (the "SEC") as an investment company pursuant to the Investment Company Act.
The Issuer has not so registered in reliance on an exception for investment companies organized under
the laws of a jurisdiction other than the United States or any state thereof (a) whose investors resident in
the United States are solely "qualified purchasers" or "knowledgeable employees" (within the meaning
given to such terms in the Investment Company Act and the regulations of the SEC thereunder) with
respect to the Issuer or certain transferees thereof identified in Rule 3c-6 under the Investment Company
Act and (b) which do not make a public offering of their securities in the United States. U.S. counsel for
the Issuers will opine, in connection with the sale of the Class A Notes, the Class B Notes, the Class C
Notes, the Class D Notes and the Class E Notes by the Initial Purchaser and the Preference Shares by
the Issuer that neither the Issuer nor the Co-Issuer is on the Closing Date an investment company
required to be registered under the Investment Company Act (assuming, for the purposes of such
opinion, that the Notes or Preference Shares are sold by the Initial Purchaser or the Issuer, as the case
may be, in accordance with the terms of the Note Purchase Agreement or, in the case of the Preference
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Shares and the Class E Notes, the Subscription Agreements). No opinion or no-action position has been
requested of the SEC.

To rely on Section 3(c)(7) of the Investment Company Act, the Issuers must have a "reasonable
belief" that all purchasers of the Notes and the Preference Shares (including the Initial Purchaser and
subsequent transferees) are Qualified Purchasers. Given that transfers of beneficial interests in the
Notes will generally be effected only through DTC and its participants and indirect participants without
delivery of written transferee certifications to the Issuers, the Issuers will establish the existence of such a
reasonable belief by means of the deemed representations, warranties and agreements described under
"Transfer Restrictions," the agreements of the Initial Purchaser referred to under "Plan of Distribution" and
the procedures described below. Although the SEC has stated that it is possible for an issuer of
securities to satisfy the reasonable belief standard referred to above by establishing procedures to
provide a means by which such issuer can make a reasonable determination as to status of its
securityholders as Qualified Purchasers, the SEC has not approved, and has stated that it will not
approve, any particular set of procedures including the procedures described herein. Accordingly, there
can be no assurance that the Issuers will have satisfied the reasonable belief standard referred to above.

If the SEC or a court of competent jurisdiction were to find that the Issuer or the Co-Issuer is
required, but in violation of the Investment Company Act had failed, to register as an investment
company, possible consequences include, but are not limited to, the following: (a) the SEC could apply to
a district court to enjoin the violation; (b) investors in the Issuer or the Co-Issuer could sue the Issuer or
the Co-Issuer, as the case may be, and recover any damages caused by the violation; and (c) any
contract to which the Issuer or the Co-Issuer, as the case may be, is a party that is made in, or whose
performance involves a, violation of the Investment Company Act would be unenforceable by any party to
the contract unless a court were to find that under the circumstances enforcement would produce a more
equitable result than nonenforcement and would not be inconsistent with the purposes of the Investment
Company Act. Should the Issuer or the Co-Issuer be subjected to any or all of the foregoing, the issuer
or the Co-issuer, as the case may be, would be materially and adversely affected.

Each purchaser of a Restricted Note or an interest therein will be deemed to represent and agree
at the time of purchase that the purchaser (a) is a Qualified Institutional Buyer (or, in respect of certain
Original Purchasers, an Institutional Accredited Investor), (b) is a Qualified Purchaser, (c) (i) is not a
dealer described in paragraph (a)(1)(ii) of Rule 144A unless such purchaser owns and invests on a
discretionary basis at least U.S.$25,000,000 in securities of issuers that are not affiliated persons of the
dealer and (ii) is not a plan referred to in paragraph (a)(1)(1)(D) or (a)(1)(i)(E) of Rule 144A, or a trust fund
referred to in paragraph (a)(1)(i)(F) of Rule 144A that holds the assets of such a plan, unless investment
decisions with respect to the plan are made solely by the fiduciary, trustee or sponsor of such plan, and
(d) will provide written notice of the foregoing, and of any applicable restrictions on transfer, to any
transferee.

The Indenture provides that if, notwithstanding the restrictions on transfer contained therein,
either of the Issuers determines that any beneficial owner of a Restricted Note (or any interest therein) (a)
is a U.S. Person and (b) is not both a Qualified Institutional Buyer (or, in respect of certain Original
Purchasers, an Institutional Accredited Investor) and a Qualified Purchaser, then either of the Issuers
may require, by notice to such beneficial owner, that such beneficial owner sell all of its right, title and
interest to such Restricted Note (or interest therein) to a person that is (m) a non-U.S. Person in a transfer
for an interest in a Regulation S Note, or (n) both a Qualified Institutional Buyer and a Qualified
Purchaser, with such sale to be effected within 30 days after notice of such sale requirement is given. If
such beneficial owner fails to effect the transfer required within such 30-day period, (x) upon direction
from the Collateral Manager or the Issuer, the Trustee, on behalf of and at the expense of the Issuer,
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shall cause such beneficial owners interest in such Restricted Note to be transferred in a commercially
reasonable sale (conducted by an investment bank selected by the Trustee with the consent of the
Collateral Manager in accordance with Section 9-610(b) of the Uniform Commercial Code as in effect in
the State of New York as applied to securities that are sold on a recognized market or that may decline
speedily in value) to a person to whom such Restricted Note (or interest therein) may be transferred in
accordance with the transfer restrictions set forth in the Indenture and (y) pending such transfer, no
further payments will be made in respect of such Note held by such beneficial owner.

Mandatory Redemption. If a Coverage Test is not satisfied on a Determination Date, Interest
Proceeds, to the extent funds are available in accordance with the Priority of Payments and to the extent
necessary to.restore the Coverage Test to certain minimum required levels, will be used to repay principal
of the Class A Notes, the Class B Notes, the Class C Notes, the Class D Notes and the Class E Notes,
sequentially in order of seniority on the Immediately succeeding Distribution Date. In addition, certain
Principal Proceeds, to the extent available, will be applied on each Distribution Date (after payment of
certain other amounts) to repay the principal of each Class of Notes sequentially in direct order of
seniority. Any of these events could result in an elimination, deferral or reduction in the interest payments
or principal repayments made to the Noteholders or Preference Shareholders, which could adversely
impact the returns of the holders of the Notes or Preference Shares. See "Description of the Notes-
Principal,"-Mandatory Redemption" and "-Priority of Payments."

Optional Redemption. The Notes may be redeemed, in whole and not in part, pursuant to an
Optional Redemption on any Distribution Date on or after the [ Distribution Date at the direction of the
holders of at least sixty-six and two-thirds percent (66 2/3%) of the Preference Shares, provided that no
such Optional Redemption may be effected unless the Redemption Amount is paid in full on the date of
such redemption in accordance with the Priority of Payments. See "Description of the Notes-Optional
Redemption".

Interests of the holder of the Preference Shares in determining whether to elect to require an
Optional Redemption of the Notes may be different from the interests of the holders of the Notes in such
respect. The holders of the Notes may not be able to invest the proceeds of the redemption of their Notes
in one or more comparable investments providing a return equal to or greater than the return such
holders of the Notes expected to obtain from their investment in the Notes.

.Auction Call Redemption. On the First Auction Call Date and on each subsequent Auction Date
(unless previously redeemed or the holders of at least sixty-six and two-thirds percent (66 2/3%) of the
Preference Shares have directed an Optional Redemption), the Notes shall be redeemable, in whole but
not in part, pursuant to an Auction Call Redemption effected from (a) the Disposition Proceeds of all
Collateral including Eligible Investments credited to the Accounts (other than that in the [Interest Rate
Swap Counterparty Collateral Account and the] Synthetic Security Issuer Account), at the applicable
Redemption Price; provided that no Auction Call Redemption shall be completed except in accordance
with the Auction Procedures and unless funds under clauses (a) and (b) are sufficient to pay in full (i) the
Redemption Amount and (ii) the Minimum Preference Share Redemption Amount. See "Description of
the Notes-Auction Call Redemption" and "Schedule B-Auction Call Redemption-Auction Procedures."

Clean-Up Call Redemption. At the direction of the Collateral Manager, the Notes will be subject
to redemption in whole but not in part, at their Redemption Price on or after the Distribution Date on which
the aggregate outstanding principal amount of the Notes is less than or equal to []% of the original
aggregate outstanding principal amount of the Notes as of the Closing Date; provided that any such
redemption is subject to certain conditions described below under "Description of the Notes-Clean-Up
Call Redemption."
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Tax Redemption. The Issuer may redeem the Notes, in whole but not in part, at the direction of
the Majority-in-Interest of Preference Shareholders. Any such redemption may only be effected on a
Distribution Date and only from the Disposition Proceeds of all Collateral including the Eligible
Investments credited to the Accounts (other than that in the [Interest Rate Swap Counterparty Collateral
Account and the] Synthetic Security Issuer Account) on such Distribution Date, at the applicable
Redemption Price. No Tax Redemption may be effected, however, unless (i) all such Disposition
Proceeds are used, in whole or in part, to make such a Tax Redemption, (ii) such Disposition Proceeds
are sufficient to pay in full the Redemption Amount, (iii) a Tax Event shall have occurred and (iv) the Tax
Materiality Condition is satisfied. See "Description of the Notes-Tax Redemption." A Tax Redemption, if
effected, may reduce amounts that would otherwise be paid to the Preference Share Paying Agent for

distribution to the holders of the Preference Shares and, under certain circumstances, the Noteholders,
which could adversely impact the returns of the Preference Shareholders and, under those
circumstances, the Noteholders.

Accelerated Maturity Date. If an Event of Default occurs and is continuing and the conditions to

.liquidating the Collateral set forth herein are satisfied, the Trustee will use commercially reasonable
efforts to liquidate the Collateral, including the termination or novation of the Synthetic Securities, and

terminate any Interest Rate Swap Agreement and any Investment Agreement as per the terms thereof

and, on the second Business Day (the "Accelerated Maturity Date") following the Business Day on
which the Trustee determines, or the Issuer (or the Collateral Manager on its behalf) notifies the Trustee,
that such liquidation and such termination is completed, apply the proceeds thereof in accordance with
the Priority of Payments described under "Description of the Notes-Priority of Payments-Interest
Proceeds" and "-Principal Proceeds." See "Description of the Notes-The Indenture."

An Accelerated Maturity Date may occur even if there are insufficient proceeds to make any
distribution on the Preference Shares or, if the holders of at least 66 213% in aggregate outstanding
principal amount of each Class of Notes voting as a separate Class so direct, even if there are insufficient

funds to pay the Redemption Price of each Class of Notes in full, provided that, so long as one or more
Affiliates of the Collateral Manager is the holder of at least 66 2/3% in aggregate outstanding principal

amount of the Class E Notes, such an Accelerated Maturity Date will require, effectively, the consent of

one or more Affiliates of the Collateral Manager.

Termination of Interest Rate Swap Agreement and Liquidation of Collateral Upon Redemption.

Any Interest Rate Swap Agreement will terminate upon a Clean Up Call Redemption, Optional
Redemption, Tax Redemption or Auction Call Redemption and on the Accelerated Maturity Date, which

may require the Issuer to make a termination payment to any Interest Rate Swap Counterparty. Any such
termination payment would reduce the proceeds available to be distributed on the Notes. Furthermore, if

the Issuer enters into an Interest Rate Swap Agreement, in the event that on any date the Net
Outstanding Underlying Asset Balance is less than the Notional Amount of the Interest Rate Swap
Transaction, the Notional Amount of the Interest Rate Swap Transaction will be reduced such that the
Notional Amount is equal to the Net Outstanding Underlying Asset Balance. The Issuer may owe a
termination payment to the Interest Rate Swap Counterparty in connection with any Interest Rate Swap
Termination. Any such payment would reduce the proceeds available to be distributed on the Notes. In
addition, a Clean-Up Call Redemption, an Optional Redemption, a Tax Redemption, an Auction Call
Redemption or the occurrence of an Accelerated Maturity Date may require the Collateral Manager to
liquidate positions more rapidly than would otherwise be desirable, which could adversely affect the
realized value of the Underlying Assets sold. Moreover, the Collateral Manager may be required, in order
to Dispose of all the Underlying Assets, to aggregate Underlying Assets in a block transaction, thereby
possibly resulting in a lower realized value for the Underlying Assets sold.
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Early Termination of the Reinvestment Period. Although the Reinvestment Period is expected to
terminate on the day after the Payment Date occurring in 0, the Reinvestment Period may terminate prior
to such date (i) if the Collateral Manager, acting on behalf of the Issuer, notifies the Trustee and the other
designated parties that, in light of the composition of the Underlying Assets, general market conditions
and other factors, the Collateral Manager (in the Collateral Manager's sole discretion), acting on behalf of
the Issuer has determined that investments in additional Assets within the foreseeable future would either
be impractical or not beneficial or (ii) upon an Event of Default; provided that if the Collateral Manager
had previously terminated the Reinvestment Period, the Collateral Manager may (in its sole discretion)
reinstate the Reinvestment Period if the notice of reinstatement is delivered prior to the Determination
Date for the Distribution Date occurring in 0.

If the Reinvestment Period terminates prior to the day after the Distribution Date occurring in [],
such early termination may affect the expected average lives of the Notes described under "Maturity,
Prepayment and Yield Considerations".

Disposition of Underlying Assets by the Collateral Manager Under Certain Circumstances. Under
the Indenture, during certain periods, the Collateral Manager has the right, but not the obligation, to
Dispose of Underlying Assets that are Credit-Risk Assets, Defaulted Securities or Withholding Securities,
subject to satisfaction of the conditions described herein. In addition, during the Reinvestment Period and
subject to the satisfaction of certain conditions, the Collateral Manager may Dispose of and acquire other
Underlying Assets on a discretionary basis. Such Disposition of Underlying Assets may result in losses
by the Issuer, which losses may result in the reduction or withdrawal of the rating of any or all of the
Notes by any of the Rating Agencies. On the other hand, circumstances may exist under which it is in the
best interests of the Issuer to Dispose of Underlying Assets, but the Collateral Manager does not, or is not
permitted to, exercise the right to purchase such assets.

Interest Rate Risk. The Notes bear interest at a rate based on three-month LIBOR as determined
on the relevant LIBOR Determination Date. The Asset-Backed Securities will include obligations that
bear interest at fixed rates or are subject to interest rate caps and the Synthetic Securities will pay fixed
amounts. Accordingly, the Notes are subject to interest rate risk to the extent that there is an interest rate
mismatch between the floating rate at which interest accrues on such Notes and the fixed rate at which
interest accrues on the fixed rate Underlying Assets and any limitation on floating rate created on Asset-
Backed Securities by related interest rate caps. In addition, any payments of principal of or interest on
the Underlying Assets received during a Due Period will be reinvested in Eligible Investments maturing
not later than the next Distribution Date. There is no requirement that Eligible Investments bear Interest
at LIBOR, and the interest rates available for Eligible Investments are inherently uncertain. As a result of
these mismatches, an increase in three-month LIBOR could adversely impact the ability of the Issuer to
make payments on the Notes. With a view to mitigating a portion of such interest rate mismatch, the
Issuer may after the Closing Date and subject to satisfaction of the Rating Condition, enter into an
Interest Rate Swap Agreement. Any Interest Rate Swap Agreement will expire after the [ Distribution
Date. However, there can be no assurance that the Underlying Assets and Eligible Investments, together
with such transactions under any Interest Rate Swap Agreement, will in all circumstances generate
sufficient Interest Proceeds to make timely payments of interest on the Notes. Moreover, the benefits of
such transactions under an Interest Rate Swap Agreement may not be achieved in the event of the early
termination of the Interest Rate Swap Agreement, including termination upon the failure of the Issuer or
the related Interest Rate Swap Counterparty to perform its obligations thereunder. See "Security for the
Notes-The Interest Rate Swap Agreement."

Pursuant to the Indenture, the Issuer may (i) enter into an Interest Rate Swap Agreement or (ii)
enter into an additional Interest Rate Swap Agreement only with the consent of the Collateral Manager
and (a) the satisfaction of the Rating Condition and (b) with respect to any additional Interest Rate Swap

30

PSI-M&TBank-02-0051

Footnote Exhibits  - Page 1748



Agreement, the Interest Rate Swap Counterparty consents to such additional Interest Rate Swap
Agreement. If an Interest Rate Swap Agreement terminates it may be difficult or impossible for the Issuer
to enter into a replacement Interest Rate Swap Agreement and sufficient Interest Proceeds may not be
available to pay interest when due on one or more Classes of Notes. If interest is not paid on the most
Senior Class of Notes then outstanding, an Event of Default under the Indenture may occur. In limited
circumstances specified in the Interest Rate Swap Agreement, the Interest Rate Swap Counterparty may
have the unilateral right to reduce the notional amount of such Interest Rate Swap Agreement, in which
event the Issuer could be required to pay a termination payment to the Interest Rate Swap Counterparty.

Average Life of the Notes and Prepayment Considerations. The average life of each Class of
Notes is expected to be shorter than the number of years until the Stated Maturity. See "Maturity and
Prepayment Considerations."

The average life of each Class of Notes will be affected by the financial condition of the obligors
on or issuers of the Underlying Assets, the characteristics of the Underlying Assets, including the
existence and frequency of exercise of any prepayment, optional redemption or sinking fund features, the
prevailing level of interest rates, the redemption price, the actual default rate and the actual level of
recoveries on any Defaulted Securities, the frequency of tender or exchange offers for the Underlying
Assets and any dividends or other distributions received in respect of Equity Securities and the
occurrence of the Auction Call Redemption. See "Maturity and Prepayment Considerations," "Security for
the Notes" and "Description of the Notes-Auction Call Redemption."

Withholding on the Notes: No Gross-Up. The Issuer expects that payments of principal and
interest in respect of the Notes by the Issuer will ordinarily not be subject to any withholding tax in the
Cayman Islands or the United States. See "Tax Considerations." In the event that withholding or
deduction of any taxes from payments of principal or interest in respect of the Notes or any distribution in
respect of the Preference Shares is required by law in any jurisdiction, neither of the Issuers shall be
under any obligation to make any additional paymen to the holders of any Notes or Preference Shares
in respect of such withholding or deduction.

As a condition to the payment of principal of and interest on any Notes without U.S. federal back-
up withholding, the Issuers may require the delivery of properly completed and signed applicable U.S.
federal income tax certifications (generally, an Internal Revenue Service Form W-9 (or applicable
successor form) in the case of a person that is a "United States person" within the meaning of Section
7701(a)(30) of the Code or the applicable Internal Revenue Service Form W-8 BEN (or applicable
successor form) in the case of a person that is not a "United States person" within the meaning of Section
7701 (a)(30) of the Code).

Additional Taxes. The Issuer expects that payments received on the Underlying Assets, Eligible
Investments and any Interest Rate Swap Agreement generally will not be subject to withholding or other
taxes imposed by the United States. Payments on the Underlying Assets and Eligible Investments and
under any Interest Rate Swap Agreement, however, might become subject to U.S. or other tax due to a
change in law or other causes. Payments with respect to Equity Securities likely will be subject to
withholding taxes imposed by the United States or other countries from which such payments are
sourced. The imposition of unanticipated withholding taxes or tax on the Issuer's net income could
materially impair the Issuer's ability to pay principal of and interest on the Notes and dividends and return
of capital in respect of the Preference Shares. Upon the occurrence, solely as a result of Cayman Islands
law, of any such events set forth in the preceding sentence, the Issuer will use its best endeavors to
procure (i) the substitution of a company incorporated in another jurisdiction in which the relevant tax
does not apply or (ii) the establishment of a branch office in another jurisdiction in which the relevant tax
does not apply from which it will continue to carry out its functions under the Notes, subject in each case
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to the prior receipt by the Issuer and the Trustee of written confirmation from each Rating Agency that the
rating of the Notes will not be adversely affected by such substitution or change of jurisdiction. As soon
as practicable after such investigation, the Issuer will send written notice to the Trustee as to whether
either of such actions will be taken by the Issuer. No assurance can be made that any such actions by
the Issuer will eliminate any such withholding taxes or tax on the Issuer's net income.

Risks Relating to the Collateral

Nature of the Collateral. The Underlying Assets are subject to credit, liquidity, interest rate,
market operations, fraud, structural, legal and other risks. In addition, during the Reinvestment Period, a
significant portion of the Underlying Assets may be amortized or Disposed of after the Closing Date and
replaced with new Underlying Assets and accordingly the financial performance of the Issuer may be
affected by the price and availability of the Underlying Assets to be acquired. The amount and nature of
the Collateral securing the Notes have been established to withstand certain assumed deficiencies in
payment occasioned by defaults, writedowns, principal shortfalls and interest shortfalls in respect of the
Underlying Assets. See "Ratings of the Notes". If any deficiencies arise, however, payment of the Notes
and Preference Shares could be adversely affected. To the extent that a default occurs with respect to
any Underlying Asset securing the Notes and the Issuer (upon the advice of the Collateral Manager)
Disposes of such Underlying Asset, it is not likely that the proceeds of such Disposition will be equal to
the amount of principal and interest owing to the Issuer in respect of such Underlying Asset. To the
extent that a credit event occurs with respect to any Reference Obligation underlying any Synthetic
Security securing the Notes, the Synthetic Security Counterparty will have an option to deliver to the
Issuer such Reference Obligation against the payment by the Issuer of the Physical Settlement Amount
(as defined in the related Confirmation). If the Issuer subsequently Disposes of such Reference
Obligation, it is not likely that the proceeds thereof will be equal to the amount of principal and interest
owing to the Issuer in respect of such Reference Obligation. In addition, if the Issuer is obligated to make
a Floating Payment under a Synthetic Security, such Floating Payment would result in a reduction of the
PrincipailNotional Balance of such Synthetic Security, and, therefore, reduce the amounts payable by the
Synthetic Security Counterparty, and reduce the amount of Interest Proceeds available to pay the Notes
and Preference Shares. Any Floating Payment would reduce the Collateral that is available to pay the
principal of the Notes and Preference Shares, and would expose the Issuer to reinvestment risk.

The market value of the Underlying Assets generally will fluctuate with, among other things, the
financial condition of the obligors on or issuers of the Underlying Assets or, with respect to Synthetic
Securities, of the obligors on or issuers of the Reference Obligations, general economic conditions, the
condition of certain financial markets, political events, developments or trends in any particular industry
and changes in prevailing interest rates.

If an Underlying Asset becomes an Equity Security, Credit-Risk Asset, Defaulted Asset or
Withholding Security, the Collateral Manager may or may not elect to Dispose of the affected asset.
There can be no assurance as to the timing of the Collateral Manager's purchase of the affected asset, or
as to the rates of recovery on such affected asset. The inability to realize immediate recoveries at the
recovery levels assumed herein may result in lower cash flow and a lower yield to maturity of the Notes
and Preference Shares.

Although the Issuer is permitted to invest in Asset-Backed Securities and Synthetic Securities, the
Issuer may find that, as a practical matter, these investment opportunities are not available to it for a
variety of reasons such as the limitations imposed by the Eligibility Criteria and the Collateral Quality
Tests. At any time there may be a limited universe of investments that would satisfy the Eligibility Criteria
and the Collateral Quality Tests given the other investments in the Issuer's portfolio. As a result, the
Issuer may at times find it difficult to acquire suitable investments. See "Security for the Notes".
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The ability of the Issuer to Dispose of Underlying Assets prior to maturity is subject to certain
restrictions under the Indenture. Notwithstanding such restrictions and satisfaction of the conditions set
forth in the Indenture, the acquisition and the Disposition of Underlying Assets could result in losses to the
Issuer, which losses could affect the timing and amount of payments in respect of the Notes or
Preference Shares or result in the reduction in or withdrawal of the rating on any or all of the Notes by
one or more of the Rating Agencies.

Asset-Backed Securities. The Underlying Assets will consist of Asset-Backed Securities, which
may include, without limitation, CMBS Securities, RMBS Securities, Automobile Securities, Small
Business Loan Securities, Car Rental Fleet Securities, CDO Securities, Credit Card Securities,
Equipment Lease Securities and Student Loan Securities, or Synthetic Securities with Reference
Obligations as Asset-Backed Securities. "Asset-Backed Securities" are securities that entitle the
holders thereof to receive payments that depend primarily on the cash flow from a specified pool of
financial assets, either fixed or revolving, that by their terms convert into cash within a finite time period,
together with rights or other assets designed to assure the servicing or timely distribution of proceeds to
holders of the Asset-Backed Securities. See "Security for the Notes-Underlying Assets-Asset-Backed
Securities".

Holders of Asset-Backed Securities bear various risks, including interest rate risks, market risks,
credit risks, liquidity risks, operations risks, structural risks and legal risks. Credit risk Is an important
Issue in Asset-Backed Securities because of the significant credit risks inherent in the underlying
collateral and because issuers are primarily private entities. The structure of an Asset-Backed Security
and the terms of the investors' interest in the collateral can vary widely depending on the type of
collateral, the desires of investors and the use of credit enhancements. Although the basic elements of
all Asset-Backed Securities are similar, individual transactions can differ markedly in both structure and
execution. Important determinants of the risk associated with issuing or holding the securities include the
relative seniority or subordination of the class of Asset-Backed Security held by the investor, the process
by which principal and interest payments are allocated to investors, how credit losses affect the issuing
vehicle and the return to investors, whether collateral represents a static or revolving pool of specific
assets or accounts, whether the underlying collateral assets are revolving or closed-end, under what
terms (including maturity of the asset-backed instrument) any remaining balance in the accounts may
revert to the issuing company and the extent to which the company that is the actual source of the
collateral assets is obligated to provide support to the issuing vehicle or to the investors. See "Security
for the Notes-Underlying Assets-Asset-Backed Securities" below.

Liquidity risk can arise from an increase in perceived credit risk, as occurred in 1996 and 1997
with the rise in reported delinquencies and losses on securitized pools of credit cards. Liquidity can also
become a major concern for asset-backed commercial paper programs if concerns about credit quality,
for example, lead investors to avoid the commercial paper issued by the relevant special-purpose entity.
For these cases, the securitization transaction may include a "liquidity facility," which requires the facility
provider to advance funds to the relevant special-purpose entity should liquidity problems arise. To the
extent that the bank originating the loans is also the provider of the liquidity facility, and that the bank is
likely to experience similar market concerns if the loans it originates deteriorate, the ultimate practical
value of the liquidity facility to the transaction may be questionable. Operations risk arises through the
potential for misrepresentation of the loan quality or terms by the originating institution, misrepresentation
of the nature and current value of the assets by the servicer and inadequate controls over disbursements
and receipts by the servicer.

If the servicer becomes subject to financial difficulty or otherwise ceases to be able to carry out its
function, it may be difficult to find other acceptable substitute servicers and cash flow disruptions or
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losses may occur. Structural and legal risks include the possibility that, in a bankruptcy or similar
proceeding involving the originator or the servicer (often the same entity or Affiliates), the assets of the
Issuer could be treated as never having been truly sold by the originator to the Issuer and could be
substantively consolidated with those of the originator, or the transfer of such assets to the Issuer could
be voided as a fraudulent transfer. Challenges based on such doctrines could result also in cash flow
delays and reductions. Other similar risks relate to the degree to which cash flows on the assets of the
Issuer may be commingled with those on the originator's other assets.

Residential ABS Securities. Most of the Underlying Assets will consist of Residential ABS
Securities. Residential ABS Securities represent interests in pools of residential mortgage loans secured
by one- to four-family residential mortgage loans. Such loans may be prepaid at any time. See "Maturity,
Prepayment and Yield Considerations". Residential mortgage loans are obligations of the borrowers
thereunder only and are not typically insured or guaranteed by any other person or entity. The rate of
defaults, writedowns, principal shortfalls, interest shortfalls and losses on residential mortgage loans will
be affected by a number of factors, including general economic conditions and those in the area where
the related mortgaged property is located (including local property values), the borrower's equity in the
mortgaged property and the financial circumstances of the borrower. If a residential mortgage loan is in
default, foreclosure of such residential mortgage loan may be a lengthy and difficult process, and may
involve significant expenses. Furthermore, the market for defaulted residential mortgage loans or
foreclosed properties may be very limited.

Residential mortgage loans may be subject to various Federal and state laws, public policies and
principles of equity that protect consumers, which among other things may regulate interest rates and
other charges, require certain disclosures, require licensing of originators, prohibit discriminatory lending
practices, regulate the use of consumer credit information and regulate debt collection practices.
Violation of certain provisions of these laws, public policies and principles may limit the servicer's ability to
collect all or part of the principal of or interest on a residential mortgage loan, entitle the borrower to a
refund of amounts previously paid by it, or subject the servicer to damages and sanctions.

At any one time, the portfolio of Residential ABS Securities may be backed by residential
mortgage loans with disproportionately large aggregate principal amounts secured by properties in only a

few states or regions. As a result, the residential mortgage loans may be more susceptible to geographic
risks relating to such areas, such as adverse economic conditions, adverse events affecting industries
located in such areas and natural hazards affecting such areas, than would be the case for a pool of
mortgage loans having more diverse property locations. In addition, the residential mortgage loans may
include so-called "jumbo" mortgage loans, having original principal balances that are higher than is
generally the case for residential mortgage loans. As a result, the related mortgaged properties may
have a more limited market than those securing average-sized residential mortgage loans.

Each underlying residential mortgage loan in an Issue of Residential ABS Securities may have a
balloon payment due at its maturity date. Balloon residential mortgage loans involve a greater risk to a
lender than self-amortizing loans because the ability of the borrower to pay such amount will normally
depend on its ability to obtain refinancing of the related mortgage loan or sell the related mortgaged
property at a price sufficient to permit the borrower to make the balloon payment, which will depend on a
number of factors prevailing at the time such refinancing or sale is required, including, without limitation,
the strength of the residential real estate markets, tax laws, the financial situation and operating history of
the underlying property, interest rates, and general economic conditions. If the borrower is unable to
make such balloon payment, the related issue of Residential ABS Securities may experience losses.

Commercial Mortgage-Backed Securities. Asset-Backed Securities include Commercial
Mortgage-Backed Securities. Commercial Mortgage-Backed Securities are securities backed by
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obligations (including participation interests in obligations) that are principally secured by mortgages on
real property or interests therein having a multifamily or commercial use, such as regional malls, other
retail space, office buildings, industrial or warehouse properties, hotels, apartments, cooperatives, nursing
homes and senior living centers. Commercial Mortgage-Backed Securities have been issued in public
and private transactions by a variety of public and private issuers using a variety of structures, including
senior and subordinated classes. Risks affecting real estate investments include general economic
conditions, the condition of financial markets, political events, developments or trends in any particular
industry and changes in prevailing interest rates. The cyclicality and leverage associated with real estate-
related investments have historically resulted in periods, including significant periods, of adverse
performance, including performance that may be materially more adverse than the performance
associated with other investments. In addition, commercial mortgage loans generally are non-recourse
loans, lack standardized terms, tend to have shorter maturities than residential mortgage loans and may
provide for the payment of all or substantially all of the principal only at maturity. In some cases, the
properties securing commercial mortgage loans may be subject to additional debt that may affect the
related borrower's ability to refinance the loan and/or result in reduced cash flow and deferred
maintenance. Additional risks may be presented by the type and use of a particular commercial property.
For instance, commercial properties that operate as hospitals and nursing homes may present special
risks to lenders due to the significant governmental regulation of the ownership, operation, maintenance
and financing of health care institutions. Hotel and motel properties are often operated pursuant to
franchise, management or operating agreements which may be terminable by the franchisor or operator;
and the transferability of a hotel's operating, liquor and other licenses upon a transfer of the hotel,
whether through purchase or foreclosure, is subject to local law requirements. All of these factors
increase the risks involved with commercial real estate lending. Commercial properties tend to be unique
and are more difficult to value than single-family residential properties. Commercial lending is generally
viewed as exposing a lender to a greater risk of loss than residential mortgage lending since it typically
involves larger loans to a single borrower or related borrowers than residential mortgage lending.

Commercial mortgage lenders typically look to the debt service coverage ratio of a loan secured
by income-producing property as an important measure of the risk of default on such a loan. Commercial
property values and net operating income are subject to volatility, and net operating income may be
sufficient or insufficient to cover debt service on the related mortgage loan at any given time. The
repayment of loans secured by income-producing properties is typically dependent upon the successful
operation of the related real estate project rather than upon the liquidation value of the underiying real
estate or the existence of independent income or assets of the borrower. Furthermore, the net operating
income from and value of any commercial property may be adversely affected by risks generally incident
to interests in real property, including events which the borrower or manager of the property, or the issuer
or servicer of the related issuance of Commercial Mortgage-Backed Securities, may be unable to predict
or control, such as changes in general or local economic conditions and/or specific industry segments:
declines in real estate values; declines in rental or occupancy rates; increases in interest rates, real
estate tax rates and other operating expenses; changes in govemmental rules, regulations and fiscal
policies; acts of God; acts of war; acts of terrorism; and social unrest and civil disturbances. The value of
commercial real estate is also subject to a number of laws, such as laws regarding environmental clean-
up and limitations on remedies imposed by bankruptcy laws and state laws regarding foreclosures and
rights of redemption.

A commercial property may not readily be converted to an alternative use in the event that the
operation of such commercial property for its original purpose becomes unprofitable. In such cases, the
conversion of the commercial property to an alternative use would generally require substantial capital
expenditures. Thus, if the borrower becomes unable to meet its obligations under the related commercial
mortgage loan, the liquidation value of any such commercial property may be substantially less, relative
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to the amount outstanding on the related commercial mortgage loan, than would be the case if such
commercial property were readily adaptable to other uses. The exercise of remedies and successful
realization of liquidation proceeds may be highly dependent on the performance of Commercial
Mortgage-Backed Securities servicers or special servicers, of which there may be a limited number and
which may have conflicts of interest in any given situation.

Commercial Mortgage-Backed Securities may pay fixed or floating rates of interest. Fixed rate
Commercial Mortgage-Backed Securities, like all fixed-income securities, generally decline in value as
interest rates rise. Moreover, although generally the value of fixed-income securities increases during
periods of falling interest rates, this inverse relationship may not be as marked in the case of Commercial
Mortgage-Backed Securities due to the increased likelihood of prepayments during periods of failing
interest rates. This effect is mitigated to some degree for mortgage loans providing for a period during
which no prepayments may be made.

Mortgage loans underiying a Commercial Mortgage-Backed Securities issue may lack regular
amortization of principal, resulting in a single "balloon" payment due at maturity. If the underlying
mortgage borrower experiences business problems, or other factors limit refinancing alternatives, such
balloon payment mortgages are likely to experience payment delays or even default.

Synthetic Securities. A portion of the Underlying Assets may consist of Synthetic Securities, the
Reference Obligations of which are Asset-Backed Securities (primarily, Residential ABS Securities).
Investments in such types of assets through the acquisition of Synthetic Securities present risks in
addition to those resulting from direct acquisition of such Underlying Assets. With respect to Synthetic
Securities, the Issuer will have a contractual relationship only with the counterparty of such Synthetic
Security, and not the Reference Obligor on the Reference Obligation. The Issuer generally will have no
right directly to enforce compliance by the Reference Obligor with the terms of either the Reference
Obligation or any rights of set-off against the Reference Obligor, nor will the Issuer generally have any
voting or other consensual rights of ownership with respect to the Reference Obligation.

Illiquidity of the Underlyinq Assets. Some of the Underlying Assets purchased by the Issuer will
have no, or only a limited, trading market. The market for Synthetic Securities may be less liquid than the
market for certain other types of financial assets. The Issuer's investment in illiquid Underlying Assets
may restrict its ability to dispose of investments in a timely fashion and for a fair price as well as its ability
to take advantage of market opportunities. Illiquid Underlying Assets may trade at a discount from
comparable, more liquid investments. In addition, the Issuer may invest in privately placed Underlying
Assets that may or may not be freely transferable under the laws of the applicable jurisdiction or due to
contractual restrictions on resale, and even if such privately placed Underlying Assets are transferable,
the prices realized from their sale could be less than those originally paid by the Issuer or less than what
may be considered the fair value of such securities.

Exposure to Credit Risks - the Reference Obliqations and the Synthetic Securities
Counterparties. The obligation of the Issuer to make payments to each Synthetic Security Counterparty
relating to the Synthetic Securities creates exposure to the credit risk of the Reference Obligations related
to such Synthetic Securities. The funds available to make payments In respect of principal on the Notes
and Preference Shares is dependent upon whether and to what extent payments are due and payable by
the Issuer to a Synthetic Security Counterparty relating to the Synthetic Securities. Any settlement
payments and termination payments payable by the Issuer (net of termination payments payable by a
Synthetic Security Counterparty) due and owing to a Synthetic Security Counterparty will reduce the
amount available to pay the obligations of the Issuer to the Noteholders and Preference Shareholdes in
inverse order of Seniority. Accordingly, the holders of the Preference Shares and then the Noteholders
may lose all or a portion of their investment. The Issuer will not directly benefit from any collateral
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supporting the Reference Obligation and will not have the benefit of the remedies that would normally be
available to a holder of such Reference Obligation.

In addition, in the event of the insolvency of the First Synthetic Security Counterparty or any other
Synthetic Security Counterparty, the Issuer will be treated as a general unsecured creditor of such
counterparty, and will not have any claim of title with respect to the Reference Obligation. Consequently,
the Issuer will be subject to the credit risk of the counterparty as well as that of the Reference Obligor. As
a result, concentrations of Synthetic Securities entered into with any one counterparty will subject the
Notes and Preference Shares to an additional degree of risk with respect to defaults by or the insolvency
of such counterparty as well as by the Reference Obligor. One or more Affiliates of the Initial Purchaser
may act as counterparty with respect to all or a portion of the Synthetic Securities, which relationship may
create certain conflicts of interest. See "-Conflicts of Interest Involving the Initial Purchaser" below.

Additionally, while the Issuer expects that the returns on a Synthetic Security will generally reflect
those of the related Reference Obligation, as a result of the terms of the Synthetic Security and the
assumption of the credit risk of the Synthetic Security Counterparty, a Synthetic Security may have a
different expected return, a different (and potentially greater) probability of default and expected loss
characteristics following a default, and a different expected recovery following default. Additionally, when
compared to the related Reference Obligation, the terms of a Synthetic Security may provide for different
maturities, payment dates, interest rates, interest rate references, credit exposures, or other credit or non-
credit related characteristics. Upon maturity, default, acceleration or any other termination (including a
put or call) other than pursuant to a credit event (as defined therein) of the Synthetic Security, the terms
of the Synthetic Security may permit or require the issuer of such Synthetic Security to satisfy its
obligations under the Synthetic Security by delivering to the Issuer securities other than the Reference
Obligation or an amount different than the then current market value of the Reference Obligation.

If the Issuer is obligated to make a Floating Amount Payment under a Synthetic Security, such
Floating Amount Payment may result in a reduction of the Principal/Notional Balance of such Synthetic
Security, and therefore reduce the amounts payable by a Synthetic Security Counterparty and the amount
of Interest Proceeds available to pay the Notes and Preference Shares. In addition, any Floating Amount
Payment related to writedowns or failure to pay principal will reduce the Aggregate Principal/Notional
Balance of Synthetic Securities that are available to pay the principal of the Notes and Preference
Shares.

The ability of the Issuer to meet its obligations under the Notes will be dependent on the Issuer's
receipt of payments from the Synthetic Security Counterparty pursuant to the Synthetic Securities.
Consequently, in addition to relying on the creditworthiness of the reference obligors, the Issuer will also
be relying upon the creditworthiness of the Synthetic Security Counterparty to perform its obligations
under the Synthetic Securities.

Offsetting Transactions. As described herein, the Issuer may enter into certain Offsetting
Transactions intended to hedge the Issuer's credit exposure in relation to certain Synthetic Securities.
Such Offsetting Transactions are subject to certain risks including those described above in respect of
Synthetic Securities. There can be no guarantee or assurance that any such Offsetting Transactions will
effectively hedge all or any of the Issuer's exposure under the applicable Synthetic Security.

Limited Information with Respect to the Reference Obligations. Synthetic Security Counterparties
-are not required to hold any Reference Obligation. The Issuer will not have any right to obtain from the
issuer of the Reference Obligations, any related trustee, fiscal agent, collateral manager or custodian
information on the Reference Obligations or information regarding any obligation of any Reference
Obligation. Synthetic Security Counterparties will have no obligation to keep the Issuer, the Trustee, the
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Collateral Manager, the Noteholders or the Preference Shareholders informed as to matters arising. in
relation to any Reference Obligation including whether or not circumstances exist under which there is a
possibility of the occurrence of a Credit Event or an obligation to make Floating Amount Payments.

No Leqal or Beneficial Interest in Reference Obligations. Under the Synthetic Securities, the
Issuer will have a contractual relationship only with the Synthetic Security Counterparty and not with the
issuer or obligor of any Reference Obligation. Consequently, the Synthetic Securities do not constitute an
acquisition or other acquisition or assignment of any interest in any Reference Obligation. The Issuer
generally will have no right to directly enforce compliance by the Reference Obligor with the terms of the
Reference Obligation nor any rights of set-off or recourse against the Reference Obligor, nor have any
voting or other consensual rights of ownership with respect to the Reference Obligation and will not have
the benefit of the remedies that would normally be available to the holder of such Reference Obligation.
The Issuer and the Trustee, therefore, will have rights solely against the related Synthetic Security
Counterparty in accordance with the Synthetic Securities. In addition, neither a Synthetic Security
Counterparty nor its affiliates will be (or deemed to be acting as) the agent or trustee of the Issuer, the
Noteholders or the Preference Shareholders in connection with the exercise of, or the failure to exercise,
any of the rights or powers of a Synthetic Security Counterparty and/or its affiliates arising under or in
connection with their respective holding of any Reference Obligation. Each Synthetic Security
Counterparty and its affiliates (i) may deal in any Reference Obligation, (ii) may generally engage in any
kind of commercial or investment banking or other business transactions with any issuer of a Reference
Obligation, and (iii) may act with respect to transactions described in the preceding clauses (i) and (ii) in
the same manner as if a Synthetic Security Counterparty and the Notes did not exist and without regard
to whether any such action might have an adverse affect on such Reference Obligation, the Issuer, the
Preference Shareholders or the Noteholders.

Legal Risk relating to the Synthetic Securities. Initially the Synthetic Securities will be structured
as "Pay As You Go" credit default swaps. "Pay As You Go" credit default swaps are a type of credit
default swap that has been developed recentiy to reference, and incorporate certain terms of the unique
structures of, Asset-Backed Securities. On November 10, 2006, the International Swaps and Derivatives
Association, Inc. ("ISDA") published its revised form of confirmation and a Standard Terms Supplement
for a "Pay As You Go" transaction on a mortgage-backed security (the "MBS Pay As You Go Form").
On June 7, 2006 ISDA published its form of confirmation for a "Pay As You Go" transaction on a
collateralized debt obligation (the "CDO Pay As You Go Form" and, together with the MBS Pay As You
Go Form, the "Pay As You Go Forms"). It is expected that the Synthetic Securities to which the Issuer
will be a party will be based on modified versions of the Pay As You Go Forms. See "Security for the
Notes" herein. While ISDA has published the Pay As You Go Forms and has published and
supplemented the Credit Derivatives Definitions in order to facilitate transactions and promote uniformity
in the credit default swap market, the credit default swap market Is expected to change and the Pay As
You Go Forms and the Credit Derivatives Definitions and terms applied to credit derivatives are subject to
interpretation and further evolution. There can be no assurance that such forms will be substantially
similar to the form Confirmations. Past events have shown that the views of market participants may
differ as to how the Credit Derivatives Definitions operate or should operate. As a result of the continued
evolution of the Pay As You Go Forms, each of the Synthetic Security confirmations to which the Issuer is
from time to time a party may differ from the future market standard. Any difference between the Pay As
You Go Forms and the forms used for the Synthetic Securities may have a negative impact on the
liquidity and market value of such Synthetic Securities.

There can be no assurances that changes to the Credit Derivatives Definitions and other terms
applicable to credit derivatives generally will be predictable or favorable to the Issuer or investors in the
Notes or Preference Shares. Amendments or supplements to the "Pay-As-You-Go" credit default swap
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forms and amendments and supplements to the Credit Derivatives Definitions that are published by ISDA
will not apply to the Synthetic Securities executed prior to such amendment or supplement unless the
Issuer and the related Synthetic Security Counterparty agree to amend the Synthetic Securities to
incorporate such amendments or supplements, and the Rating Condition is satisfied. In addition, the
Issuer and the Synthetic Security Counterparty may enter into additional Synthetic Securities that
incorporate such amendments and supplements as long as the Rating Condition has been satisfied.
Markets in different jurisdictions have also already adopted and may continue to adopt different practices
with respect to the Credit Derivatives Definitions. Furthermore, the Credit Derivatives Definitions may
contain ambiguous provisions that are subject to interpretation and may result in consequences that are
adverse to the Issuer. In addition to the credit risk of the Reference Obligations and the credit risk of the
related Synthetic Security Counterparty, the Issuer is also subject to the risk that the Credit Derivatives
Definitions could be interpreted in a manner that would be adverse to the Issuer or investors in the Notes
or Preference Shares or that the credit derivatives market generally may evolve in a manner that would
be adverse to the Issuer or investors in the Notes or Preference Shares.

Synthetic Security Collateral Account and the Reliance on the Credit Worthiness of Eligible

Investments held therein. The Synthetic Securities may require the Issuer to secure its obligations with
respect to each such Synthetic Security. As directed by the Collateral Manager in writing, cash on
deposit in the Synthetic Security Collateral Account on behalf of each Synthetic Security Counterparty will
be invested in Eligible Investments. Amounts on deposit in the Synthetic Security Collateral Account will
be applied, as directed by the Collateral Manager, to the payment of any amounts owed by the Issuer to
each Synthetic Security Counterparty on the date any such amounts are due. Any Excess Collateral
Account Amount will be withdrawn from the Synthetic Security Collateral Account and deposited to the
Disposition Proceeds Account; provided that to the extent that any such withdrawal from the Synthetic
Security Collateral Account would require a withdrawal from any Investment Agreement, such withdrawal
may only be made in accordance with the terms of such Investment Agreement. Any income on Eligible
Investments contained in the Synthetic Security Collateral Account will be withdrawn from such account
and deposited in the Collection Account for distribution as Interest Proceeds. Cash and Eligible
Investments on deposit in the Synthetic Security Collateral Account will be included in the Collateral to the
extent provided under "Security for the Notes--General" herein, will not be available to make payments
under the Notes or Preference Shares and shall not be considered to be an asset of the Issuer for
purposes of any of the Collateral Quality Tests or the Coverage Tests, but the Synthetic Securities that
relate to such Synthetic Security Collateral Account shall be considered an asset of the Issuer. The
Issuer will bear the risk of any losses with respect to the Eligible Investments held in the Synthetic
Security Collateral Account. Therefore, with respect to each Synthetic Security, the Issuer bears the risk
of the Reference Obligation, the related Synthetic Security Counterparty and the credit and market risks
relating to the Eligible Investments including credit risk with respect to any Investment Agreement that
secure the Issuer's obligations with respect to such Synthetic Security.

Reliance on Creditworthiness of Investment Agreements. The amounts on deposit in the

Synthetic Security Collateral Account are expected to be invested in Eligible Investments consisting
initially of the Initial Investment Agreement and, accordingly, the Issuer will be exposed to the
creditworthiness of the Initial Investment Agreement Provider. The insolvency of the Initial Investment
Agreement Provider or a default by such parties under the Initial Investment Agreement, respectively,
would adversely affect the ability of the Issuer to pay principal and interest when due under the Notes and
distributions in respect of the Preference Shares and could result in a downgrade of the ratings on the
Notes.

If an Investment Agreement is terminated as a result of an event of default or an uncured ratings
downgrade condition as specified therein, the Issuer may enter into one or more replacement investment
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agreements (each a "Replacement Investment Agreement"), and accordingly, the Issuer will be
exposed to the creditworthiness of the related Replacement Investment Agreement provider (each a
"Replacement Investment Agreement Provider"). See "Description of the Initial Investment
Agreement-The Initial Investment Agreement".

Credit Ratings. Credit ratings of debt securities represent the rating agencies' opinions regarding
their credit quality and are not a guarantee of quality. Rating agencies attempt to evaluate the safety of
principal and interest payments and do not evaluate the risks of fluctuations In market value and,
therefore, credit ratings may not fully reflect the true risks of an investment. Also, rating agencies may fail
to make timely changes in credit ratings in response to subsequent events, so that an issuer's current
financial condition may be better or worse than a rating indicates. Consequently, credit ratings of the
Asset-Backed Securities and Reference Obligations will be used by the Collateral Manager only as a
preliminary indicator of investment quality. Investments in non-investment grade and comparable unrated
obligations will be more dependent on the Collateral Managers credit analysis than would be the case
with investments in investment-grade debt obligations.

Intemational Investing. A limited portion of the Underlying Assets may consist of obligations of
issuers organized under the law of the Bahamas, Bermuda, the Cayman Islands, the Channel Islands or
the Netherlands Antilles. Moreover, collateral securing Asset-Backed Securities may consist of
obligations of issuers or borrowers organized under the laws of various jurisdictions other than the United
States. Investing outside the United States may involve greater risks than investing in the United States.
These risks may include: (a) less publicly available information; (b) varying levels of governmental
regulation and supervision; and (c) the difficulty of enforcing legal rights in a foreign jurisdiction and
uncertainties as to the status, interpretation and application of laws. Moreover, foreign companies are not
subject to accounting, auditing and financial reporting standards, practices and requirements comparable
to those applicable to U.S. companies.

There generally is less governmental supervision and regulation of exchanges, brokers and
issuers in foreign countries than there is in the United States. For example, there may be no comparable
provisions under certain foreign laws with respect to insider trading and similar investor protection
securities laws that apply with respect to securities transactions consummated in the United States.

Foreign markets also have different clearance and settlement procedures, and in certain markets
there have been times when settlements have failed to keep pace with the volume of securities
transactions, making it difficult to conduct such transactions. Delays in settlement could result in periods
when assets of the Issuer are uninvested and no return is earned thereon. The inability of the Issuer to
make intended Underlying Assets acquisitions due to settlement problems or the risk of intermediary
counterparty failures could cause the Issuer to miss investment opportunities. The inability to Dispose of
an Underlying Asset due to settlement problems could result either in losses to the Issuer due to
subsequent declines in the value of such Underlying Asset or, if the Issuer has entered into a contract to
sell the security, could result in possible liability to the purchaser. Transaction costs of buying and selling
foreign securities, including brokerage, tax and custody costs, also are generally higher than those
involved in domestic transactions. Furthermore, foreign financial markets, while generally growing in
volume, have, for the most part, substantially less volume than U.S. markets, and securities of many
foreign companies are less liquid and their prices more volatile than securities of comparable domestic
companies.

In many foreign countries there is the possibility of expropriation, nationalization or confiscatory
taxation, limitations on the convertibility of currency or the removal of securities, property or other assets
of the Issuer, political, economic or social instability or adverse diplomatic developments, each of which
could have an adverse effect on the Issuer's investments in such foreign countries. The economies of
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individual non-U.S. countries may also differ favorably or unfavorably from the U.S. economy in such

respects as growth of gross domestic product, rate of inflation, volatility of currency exchange rates,

depreciation, capital reinvestment, resource self-sufficiency and balance of payments position.

,Other Considerations

Certain Conflicts of Interest. The activities of the Collateral Manager, the Initial Purchaser and its

affiliates may result in certain conflicts of interest

Conflicts of Interest Involving the Collateral Manager. Various potential and actual conflicts of

interest may arise from the overall investment activities of the Collateral Manager and its Affiliates. The

Collateral Manager and its Affiliates may invest or invest for the account of others in debt obligations that

would be appropriate as security for the Notes and have no duty in making such investments or to act in a

way that is favorable to the Issuer, the Noteholders or the Preference Shareholders. Such investments

may be different from those made on behalf of the Issuer. The Collateral Manager and Its Affiliates may

have economic interests in, or other relationships with, issuers In whose obligations or securities the

Issuer may invest. In particular, a substantial portion of the Underlying Assets acquired by the Issuer

from the Initial Purchaser were sold to the Initial Purchaser from portfolios of securities held by one or

more of the Collateral Manager and its Affiliates. In addition, the Collateral Manager or its Affiliates may

make and/or hold an investment in an issuer's securities that may be pari passu, senior or junior in

ranking to an investment in such issuer's securities made and/or held by the Issuer or in which partners,

security holders, officers, directors, agents or employees of the Collateral Manager or its Affiliates serve

on boards of directors or otherwise have ongoing relationships. Each of such ownership and other

relationships may result in securities laws restrictions on transactions in such securities by the Issuer and

otherwise create conflicts of interest for the Issuer. In such instances, the Collateral Manager and its

Affiliates may in their discretion (except as provided below under "Security for the Notes-Dispositions of

Underlying Assets") make investment recommendations and decisions that may be the same as or

different from those made with respect to the Issuer's investments.

Although the officers and employees of the Collateral Manager will devote as much time to the

Issuer as the Collateral Manager deems appropriate, the officers and employees may have conflicts in

allocating their time and services among the Issuer and the Collateral Manager's and its Affiliates' other

accounts.

The Collateral Manager also serves as a manager of one or more other companies organized to

invest in Asset-Backed Securities. The Collateral Manager and its Affiliates may pursue its own interests

as an owner of other securities issued by an issuer of Underlying Assets, without considering the effect of

its actions or omissions on the Issuer. In addition, the Collateral Manager may act as the Auction Agent

in an Auction Call Redemption of the Notes or may resign as Auction Agent and bid on any Underlying
Assets that are sold pursuant to an Auction Call Redemption.

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may

purchase some or all of the Class E Notes on the Closing Date. Pursuant to the Management

Agreement, the Collateral Manager, in its capacity as holder of, or an advisor to the holder of Class E

Notes and Preference Shares may, in such capacity, act in a manner which it determines to be in the best

interests of a holder of Class E Notes and/or Preference Shares, without regard to the effect on the

interests of other Noteholders. In addition, the Collateral Manager and its Affiliates may at times own any

other Class of Notes. A portion of the purchase price of Notes and the Preference Shares to be acquired

by the Collateral Manager or its Affiliates may be financed by the Initial Purchaser. At any given time, the

Collateral Manager and its Affiliates will not be entitled to vote the Notes or Preference Shares

beneficially owned by the Collateral Manager or any Affiliate thereof or by an account or fund for which
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the Collateral Manager or an Affiliate thereof acts as the investment adviser (with discretionary authority)
("Collateral Manager Securities") with respect to any vote or consent on any assignment or termination
of the Management Agreement (including the exercise of any rights to remove the Collateral Manager or
terminate the Management Agreement) or any amendment or other modification of the.Management
Agreement or the Indenture increasing the rights or decreasing the obligations of the Collateral Manager.
However, at any given time the Collateral Manager and its Affiliates will be entitled to vote the Notes and
Preference Shares held by them with respect to all other matters. For purposes hereof, "Affiliate"
means, with respect to any person, (a) any other person who, directly or indirectly, is in control of, or
controlled by, or is under common control with, such person, (b) any other person who is a director,
officer, employee, managing member or general partner of (i) such person or (ii) any such other person
described in clause (a) above, or (c) with respect to the Collateral Manager, any account or fund for which
the Collateral Manager or any of the foregoing acts as investment advisor with discretionary authority.
For the purposes of the foregoing definition, control of a person shall mean the power, direct or indirect,
(x) to vote more than 50% of the securities having ordinary voting power for the election of directors of
such person or (y) to direct or cause the direction of the management and policies of such person
whether by contract or otherwise. The ownership of some or all of the Class E Notes and all of the
Preference Shares by one or more Affiliates of the Collateral Manager may give the Collateral Manager
an incentive to take actions that vary from the interests of the holders of the Notes.

Conflicts of Interest Involving the Initial Purchaser. Certain of the Asset-Backed Securities
acquired by the Issuer may consist of obligations of issuers or obligors, or obligations sponsored or
serviced by companies, for which DBSI as the Initial Purchaser or an Affiliate of DBSI has acted as
underwriter, agent, placement agent or dealer or for which an Affiliate of DBSI has acted as lender or
provided other administrative, commercial or investment banking services. In addition, if not the Auction
Agent, the Initial Purchaser may bid on the Underlying Assets at any time the Issuer Disposes of an
Underlying Asset. In addition, an Affiliate of the Initial Purchaser will be the First Synthetic Security
Counterparty and may be Offsetting Transaction CounterDarty Also, s describd nder "Use of
Proceeds", the Issuer, DBSI and Deutsche Bank AG Cayman Islands Branch (the "Warehouse Lender"),
an Affiliate of DBSI, have entered into a credit agreement (the "Warehouse Credit Agreement"),
pursuant to which the Warehouse Lender has financed the acquisition of certain Asset-Backed Securities
and the payment of certain transaction-related fees and expenses prior to the Closing Date. On the
Closing Date, the net proceeds from the sale of the Notes and the Preference Shares will be used by the
Issuer to repay in full all amounts owing by the Issuer to the Warehouse Lender relating to the
Warehouse Credit Agreement, and such revolving credit facility, along with the lien on the Asset-Backed
Securities, the Offsetting Transactions and the Synthetic Securities securing it, will be terminated. See
"Use of Proceeds".

Conflicts of Interest involving the Synthetic Security Counterparties and the Offsetting Transaction
Counterpart. The First Synthetic Security Counterparty is an Affiliate of the Initial Purchaser and the
Offsetting Transaction Counterparty may be an Affiliate of the Initial Purchaser. Each Synthetic Security
Counterparty or Offsetting Transaction Counterparty may take actions under the related Synthetic
Securities or Offsetting Transactions or otherwise that may be inconsistent with or adverse to the interests
of the Noteholders. Synthetic Security Counterparties will not be obligated to take any action to minimize
losses with respect to any Reference Obligation. In addition, each Synthetic Security Counterparty or
Offsetting Transaction Counterparty has the right in the event of an assignment of a Synthetic Security (or
Offsetting Transaction, as applicable) to reject any replacement for the Issuer, such right not to be
unreasonably exercised. In deciding whether to approve or reject a replacement for the Issuer, the
Synthetic Security Counterparty does not have to consider the interests of the Issuer or the Noteholders.
See "Security for the Notes-Underlying Assets-Synthetic Securities-Assignment".
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Each Synthetic Security Counterparty, each Offsetting Transaction Counterparty and each of their
affiliates may deal in any obligations or other securities of any Reference Obligor (including, but not

limited to, any Reference Obligations), may enter into other credit derivatives involving entities that may
include the Reference Obligors or their affiliates or sponsors (including credit derivatives to hedge its

obligations under the Synthetic Securities or Offsetting Transactions), may accept deposits from, make
loans or otherwise extend credit to, and generally engage in any kind of commercial or investment
banking or other business with, any Reference Obligor, any affiliate or sponsor of any Reference Obligor

or any other person or other entity having obligations relating to any Reference Obligor or affiliate or

sponsor of such Reference Obligor, and may act with respect to such business in the same manner as if

the related Synthetic Securities and/or Offsetting Transactions did not exist, regardless of whether any
such relationship or action might have an adverse effect on any Reference Obligations (including, without

limitation, any action which might constitute or give rise to a Credit Event), or on the position of the Issuer,
the Noteholders or any other party to the transaction described herein or otherwise. Each Synthetic

Security Counterparty, each Offsetting Transaction Counterparty and each of their affiliates may, whether

by reason of the types of relationships described herein or otherwise, on the date hereof or at any time

hereafter, be in possession of information in relation to any Reference Obligation, Reference Obligor or

any of such Reference Obligor's sponsors or affiliates, that is or may be material in the context of the

related Synthetic Securities or Offsetting Transactions and the other transaction documents and that may

or may not be publicly available or known to the other parties to the transaction documents and which

information each Synthetic Security Counterparty, each Offsetting Transaction Counterparty or their

affiliates may be prohibited from using for the benefit of the Issuer. The Synthetic Securities, Offsetting
Transactions and the other transaction documents do not create any obligation on the part of the related

Synthetic Security Counterparty (or Offsetting Transaction Counterparty) and its affiliates to disclose to

any other such party any such information (whether or not confidential). In addition, with respect to the

deletion or addition of Reference Obligations in connection with any trading activity undertaken by the

Collateral Manager on behalf of the Issuer, the related Synthetic Security Counterparty (or Offsetting

Transaction Counterparty) is not obligated to agree to any such deletion or addition of a Reference

Obligation and may make its decision whether to agree to any such deletion or addition on the basis of its

own best interests and without regard to the interests of the Issuer or the Noteholders.

Money Laundering Prevention. The Uniting and Strengthening America by Providing Appropriate

Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the "USA PATRIOT Act"), effective as of

October 26, 2001, requires that financial institutions, a term that includes banks, broker-dealers and

investment companies, establish and maintain compliance programs to guard against money laundering
activities. The USA PATRIOT Act requires the Secretary of the U.S. Treasury ("Treasury") to prescribe

regulations in connection with anti-money laundering policies of financial institutions. The Federal

Reserve Board, the Treasury and the SEC are currently studying what types of investment vehicles

should be required to adopt anti-money laundering procedures, and it is unclear at this time whether such

procedures will apply to pooled investment vehicles such as the Issuer. It is possible that there could be

promulgated legislation or regulations that would require the Issuer or the Initial Purchaser or other

service providers to the Issuer, in connection with the establishment of anti-money laundering
procedures, to share information with governmental authorities with respect to investors in the Notes and

Preference Shares. Such legislation and/or regulations could require the Issuer to implement additional

restrictions on the transfer of the Notes and Preference Shares or Interests therein. The Issuer reserves

the right to request such information as is necessary to verify the identity of investors in the Notes and

Preference Shares and the source of the payment of subscription monies, or as is necessary to comply
with any customer identification programs required by Financial Crimes Enforcement Network and/or the

SEC. In the event of delay or failure by the applicant to produce any information required for verification

purposes, an application for or transfer of Notes, Preference Shares or interests therein and the

subscription monies relating thereto may be refused. In connection with the establishment of anti-money
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laundering procedures, the Issuer may implement additional restrictions on the transfer of Notes or
Preference Shares.

Purchase of Underlying Assets. The Issuer will acquire Underlying Assets from a warehouse
facility (the "Warehouse Facility") provided by an affiliate of DBSI, which provides for the purchase of
Asset-Backed Securities at the direction of the Collateral Manager on behalf of the Issuer prior to the
Closing Date. In addition, a substantial portion of the Underlying Assets purchased by the issuer are
securities from portfolios of Asset-Backed Securities held, directly or indirectly, by the Collateral Manager
or one or more Affiliates of, or investment funds managed by, the Collateral Manager.

Some of the Underlying Assets subject to the Warehouse Facility may have been originally
acquired by DBSI or one of its Affiliates in connection with its underwriting or placement thereof upon
issuance thereof or from the Collateral Manager or one of its Affiliates. The Warehouse Facility requires
the Issuer to purchase Asset-Backed Securities eligible for inclusion in the Collateral on the Closing Date
at a price equal to the price paid when DBSI or its Affiliate acquired such Asset-Backed Securities
pursuant to the Warehouse Facility, plus accrued interest thereon, and net of any hedging gains or
losses. As a result, the Issuer bears the risk of depreciation in the value of an Asset-Backed Security
purchased under the Warehouse Facility. The Issuer will purchase, and DBSI and its Affiliates under the

Warehouse Facility will sell, Asset-Backed Securities only to the extent that the Collateral Manager
determines that such purchases are consistent with the restrictions contained in the Indenture.

If any such seller were to become the subject of a case or proceeding under the United States

Bankruptcy Code or another applicable insolvency law, the trustee in bankruptcy could assert that Asset-
Backed Securities acquired from such seller are property of such seller's insolvency estate. Property that
such seller has pledged or assigned, or in which such seller has granted a security interest, as collateral
security for the payment or performance of an obligation, would be property of such seller's estate.

Property that such seller has sold or absolutely assigned and transferred to another party, however, is not
property of such seller's estate. The Issuer does not expect that the purchase by the Issuer of Asset-

Backed Securities, under the circumstances contemplated by this Offering Circular, will be deemed to be
a pledge or collateral assignment (as opposed to the sale or other absolute transfer of such Asset-Backed
Securities to the Issuer).

Relation to Prior Investment Results. The prior Investment results of the Collateral Manager and
the persons associated with the Collateral Manager or any other entity or person described herein are not

indicative of the Issuer's future investment results. The nature of, and risks associated with, the Issuer's
future investments may differ substantially from those investments and strategies undertaken historically
by such persons and entities. There can be no assurance that the Issuer's investments will perform as
well as the past investments of any such persons or entities.

Projections, Forecasts and Estimates. Any projections, forecasts and estimates contained herein
are forward looking statements and are based upon certain assumptions that the Collateral Manager
considers reasonable. Projections are necessarily speculative in nature, and it can be expected that
some or all of the assumptions underlying the projections will not materialize or will vary significantly from
actual results. Accordingly, the projections are only an estimate. Actual results may vary from the
projections, and the variations may be material.

Some important factors that could cause actual results to differ materially from those in any
forward looking statements include changes in interest rates, market, financial or legal uncertainties,
differences in the actual allocation of the Underlying Assets among asset categories from those identified
on Schedule A, mismatches between the timing of accrual and receipt of Interest Proceeds and Principal
Proceeds from the Underlying Assets, defaults under Underlying Assets and the effectiveness of any
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Interest Rate Swap Agreement, among others. Consequently, the inclusion of projections herein should
not be regarded as a representation by the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the
Initial Purchaser or its affiliates or any other person or entity of the results that will actually be achieved by
the Issuer. None of the Issuer, the Co-Issuer, the Collateral Manager, the Trustee, the Initial Purchaser,
its affiliates or any other person has any obligation to update or otherwise revise any projections,
including any revisions to reflect changes in economic conditions or other circumstances arising after the
date hereof or to reflect the occurrence of unanticipated events, even if the -underlying assumptions do
not come to fruition.
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DESCRIPTION OF THE NOTES

The Notes will be issued pursuant to the Indenture. The following summary describes certain

provisions of the Notes and the Indenture. This summary does not purport to be complete and is subject

to, and qualified in its entirety by reference to, the provisions of the Indenture. Copies of the Indenture

may be obtained by prospective investors upon request to the Trustee at 1761 East St. Andrew Place,

Santa Ana, California 92705, or to RSM Robson Rhodes LLP (the "Irish Paying Agent"), at RSM House,

Herbert Street, Dublin 2, Ireland.

Status and Security

The Notes will be limited-recourse debt obligations of the Issuers. The relative order of seniority

of payment of each Class of Notes is as follows: first, Class A-1 Notes, second, Class A-2 Notes, third,
Class B Notes, fourth, Class C Notes, fifth, Class D Notes and sixth, Class E Notes, with (a) each Class

of Notes (other than the Class E Notes) in such list being "Senior" to each other Class of Notes that

follows such Class of Notes in such list and (b) each Class of Notes (other than the Class A-1 Notes) in

such list being "Subordinate" to each other Class of Notes that precedes such Class of Notes in such list.

No payment of interest on any Class of Notes will be made until all accrued and unpaid interest on the

Notes of each Class that is Senior to such Class and that remains outstanding has been paid in full in

accordance with the Priority of Payments. Certain Principal Proceeds, to the extent available, will be

applied on each Distribution Date in accordance with the Priority of Payments to pay principal of each

Class of Notes.

Under the terms of the Indenture, the Issuer will grant to the Trustee for the benefit of the

Secured Parties a first priority security interest in the Collateral described herein to secure the issuer's

obligations under the Indenture, the Notes, any Interest Rate Swap Agreement, the Synthetic Security

Agreement, the Investment Agreement and the Management Agreement.

Payments of principal of and interest on the Notes will be made solely from the proceeds of the

Collateral, in accordance with the priorities described under "-Priority of Payments" herein. If the

amounts received in respect of the Collateral (net of certain expenses) are insufficient to make payments

on the Notes, no other assets will be available for payment of the deficiency and, following liquidation of

all the Collateral, the obligations of the Issuers to pay any such deficiency will be extinguished.

Interest

The Class A-1 Notes will bear interest at a floating rate per annum equal to LIBOR plus []%.

The Class A-2 Notes will bear interest at a floating rate per annum equal to LIBOR plus [ ]%.

The Class B Notes will bear interest at a floating rate per annum equal to LIBOR plus []%.

The Class C Notes will bear interest at a floating rate per annum equal to LIBOR plus []%.

The Class D Notes will bear interest at a floating rate per annum equal to LIBOR plus []%.

The Class E Notes will bear interest at a floating rate per annum equal to LIBOR plus

Interest on the Notes will be computed on the basis of a 360-day year and the actual number of

days elapsed. Interest will accrue on the aggregate outstanding principal amount of each Class of Notes

(determined as of the first day of each Interest Period and after giving effect to any redemption or other

payment of principal occurring on such day) from the Closing Date. Interest accruing for any Interest
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Period will accrue for the period from and including the first day of such Interest Period to and including
the last day of such Interest Period.

Accrued and unpaid interest will be payable in U.S. Dollars quarterly in arrears on the [] day of
each 0,[,and [| commencing on 0, 2007 (each such date, together with the Accelerated Maturity Date, a
"Distribution Date"); provided that (i) the final scheduled Distribution Date shall be, with respect to each
Class of Notes, the 0 Distribution Date, and (ii) if any such date is not a Business Day, the relevant
Distribution Date will be the next succeeding Business Day.

In the event that any Distribution Date falls on a date that is not a Business Day, then payment
will be made on the next succeeding Business Day with the same force and effect as if made on the
nominal Distribution Date, and any interest accrued for the period from or after such nominal date to the
next succeeding Business Day shall not be payable on such Business Day but shall be payable on the
next following Distribution Date.

As long as the Class A Notes, the Class B Notes, the Class C Notes or the Class D Notes are
outstanding, if either Coverage Test applicable to such Class of Notes is not satisfied on any
Determination Date, then Interest Proceeds that would otherwise be used to make payments in respect of
interest on any Class of Notes Subordinate to such Class will be used instead to redeem, first, each Class
(if any) of Notes Senior to such Class of Notes (sequentially in direct order of seniority) and, second, such
Class of Notes, until each applicable Coverage Test is satisfied. See "-Priority of Payments."

Any interest on the Class C Notes, the Class D Notes and the Class E Notes that is not paid to
such Class when due will be deferred (such interest being referred to herein as "Deferred Interest";
Deferred Interest in the case of the Class C Notes being referred to herein as "Class C Deferred
Interest", Deferred Interest in the case of the Class D Notes being referred to herein as "Class D
Deferred Interest" and Deferred Interest in the case of the Class E Notes being referred to herein as
"Class E Deferred Interest"); provided that no accrued interest on a Class of Notes shall become
Deferred Interest unless a more Senior Class of Notes is then outstanding. Interest will accrue on the
aggregate outstanding deferred amount at the rates of interest applicable to that Class of Notes. Upon
the payment of Deferred Interest, the aggregate outstanding deferred amount with respect to the related
Class of Notes will be reduced by the amount of such payment. So long as any more Senior Class of
Notes remains outstanding, failure to make payment in respect of interest on the Class C Notes, the
Class D Notes or the Class E Notes on any Distribution Date by reason of Priority of Payments will not
constitute an Event of Default under the Indenture.

Interest will cease to accrue on each Note or, in the case of a partial repayment, on such part,
from the date of repayment or Stated Maturity unless payment of principal is Improperly withheld or unless
default is otherwise made with respect to such payments. To the extent lawful and enforceable, interest
on any Defaulted Interest on any Note will accrue at the interest rate applicable to such Note until paid.
"Defaulted Interest" means any interest due and payable in respect of any Class A Note or any Class B
Note or, if no Class A Notes or Class B Notes are outstanding, any Class C Note (other than Class C
Deferred Interest), if no Class C Notes are outstanding, any Class D Notes (other than Class D Deferred
Interest) or, if no Class D Notes are outstanding, any Class E Note (other than Class E Deferred Interest)
that is not punctually paid or duly provided for on the applicable Distribution Date or at Stated Maturity.
Defaulted Interest will not include Deferred Interest.

"Interest Period" means (a) with respect to the 0 Distribution Date (the "First Distribution
Date") the period from, and including, the Closing Date to and excluding the First Distribution Date, and
(b) with respect to each Distribution Date thereafter, the period from, and including, the immediately
preceding Distribution Date and ending on, but excluding, such Distribution Date.
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Calculation of LIBOR. With respect to each Interest Period, LIBOR for purposes of calculating
the interest rate for the Notes for such Interest Period will be determined by the Trustee, as calculation
agent (the "Calculation Agent") in accordance with the following provisions:

(a) LIBOR for any Interest Period shall equal the offered rate, as determined by the
Calculation Agent, for Dollar deposits of the Designated Maturity which appears on
Telerate Page 3750 (or such other page as may replace such Telerate Page 3750 for the
purpose of displaying comparable rates), as reported by Bloomberg Financial Markets
Commodities News, as of 11:00 a.m. (London time) on the applicable LIBOR
Determination Date. "LIBOR Determination Date" means, with respect to any Interest
Period, the second London Banking Day prior to the first day of such Interest Period.

(b) If, on any LIBOR Determination Date, such rate does not appear on Telerate Page 3750
(or such other page as may replace such Telerate Page 3750 for the purpose of
displaying comparable rates), as reported by Bloomberg Financial Markets Commodities
News, the Calculation Agent shall determine the arithmetic mean of the offered
quotations of the Reference Banks to prime banks in the London interbank market for
Dollar deposits of three months (except that in the case where such Interest Period shall
commence on a day that is not a LIBOR Business Day, for a term of three months
commencing on the next following LIBOR Business Day), by reference to requests for
quotations as of approximately 11:00 a.m. (London time) on such LIBOR Determination
Date made by the Calculation Agent to the Reference Banks. If, on any LIBOR
Determination Date, at least two of the Reference Banks provide such quotations, LIBOR
shall equal such arithmetic mean. If, on any LIBOR Determination Date, fewer than two
Reference Banks provide such quotations, LIBOR shall be deemed to be the arithmetic
mean of the offered quotations that leading banks in New York City selected by the
Calculation Agent are quoting on the relevant LIBOR Determination Date for Dollar
deposits for the term of such Interest Period (except that in the case where such Interest
Period shall commence on a day that is not a LIBOR Business Day, for a term of three
months commencing on the next following LIBOR Business Day), to the principal London
offices of leading banks in the London interbank market.

(c) In respect of any Interest Period having a designated maturity other than three months,
LIBOR shall be determined through the use of straight-line interpolation by reference to
two rates calculated in accordance with clauses (a) and (b) above, one of which shall be
determined as if the maturity of the Dollar deposits referred to therein were the period of
time for which rates are available next shorter than the Interest Period and the other of
which shall be determined as if the maturity were the period of time for which rates are
available next longer than the Interest Period; provided that, if an Interest Period is less
than or equal to seven days, then LIBOR shall be determined by reference to a rate
calculated in accordance with clauses (a) and (b) above as if the maturity of the Dollar
deposits referred to therein were a period of time equal to seven days.

(d) If the Calculation Agent is required but is unable to determine a rate in accordance with
either procedure described in clauses (a) and (b) above, LIBOR with respect to such
Interest Period shall be the arithmetic mean of the offered quotations of the Reference
Dealers as of 10:00 a.m. (New York time) on the first day of such Interest Period for
negotiable U.S. Dollar certificates of deposit of major U.S. money market banks having a
remaining maturity closest to the Designated Maturity.
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(e) If the Calculation Agent is required but is unable to determine a rate in accordance with
any of the procedures described in clauses (a), (b) or (d) above, LIBOR with respect to
such Interest Period will be calculated on the last day of such Interest Period and shall be
the arithmetic mean of the Base Rate for each day during such Interest Period.

For purposes of clauses (a), (c), (d) and (e) above, all percentages resulting from such
calculations shall be rounded, if necessary, to the nearest one hundred-thousandth of a percentage point.
For the purposes of clause (b) above, all percentages resulting from such calculations shall be rounded, if
necessary, to the nearest one thirty-second of a percentage point.

As used in the calculation of LIBOR above and elsewhere in this Offering Circular:

"Base Rate" means a fluctuating rate of interest determined by the Calculation Agent as being
the rate of interest most recently announced by the Base Rate Reference Bank at its New York office as
its base rate, prime rate, reference rate or similar rate for Dollar loans. Changes in the Base Rate will
take effect simultaneously with each change in the underlying rate.

"Base Rate Reference Bank" means Deutsche Bank Trust Company Americas, or if such bank
ceases to exist or is not quoting a base rate, prime rate reference rate or similar rate for Dollar loans,
such other major money center commercial bank in New York City, as selected by the Calculation Agent
after consultation with the Collateral Manager.

"Designated Maturity" means, with respect to any Class of Notes for each Interest Period, three
months; provided that, with respect to the First Distribution Date, the Designated Maturity shall be [ days.

"LIBOR Business Day" means a day on which commercial banks and foreign exchange markets
settle payments in Dollars in New York and London.

"London Banking Day" means a day on which commercial banks are open for business
(including dealings in foreign exchange and foreign currency deposits) in London.

"Reference Banks" means four major banks in the London interbank market, selected by the
Calculation Agent after consultation with the Collateral Manager.

"Reference Dealers" means three major dealers in the secondary market for U.S. Dollar
certificates of deposit, selected by the Calculation Agent after consultation with the Collateral Manager.

For so long as any Note remains outstanding, the Issuers will at all times maintain an agent
appointed to calculate LIBOR in respect of each Interest Period. As soon as possible after 11:00 a.m.
(London time) on each LIBOR Determination Date, but in no event later than 11:00 a.m. (London time) on
the Business Day immediately following each LIBOR Determination Date, the Calculation Agent will
calculate the interest rate for each Class of Notes for the related Interest Period and the amount of
interest for such Interest Period payable in respect of each U.S.$1,000 in principal amount of each Class
of Notes (in each case rounded to the nearest cent, with half a cent being rounded upward) on the related
Distribution Date and will communicate such rates and amounts and the related Distribution Date to the
Issuers, the Trustee, each Paying Agent, Euroclear, Clearstream, DTC and (for so long as any Class of
Notes is listed on the Irish Stock Exchange) the Irish Stock Exchange.

The Calculation Agent may be removed by the Issuers at any time. If the Calculation Agent is
unable or unwilling to act as such or is removed by the Issuers, the Issuers will promptly appoint as a
replacement Calculation Agent a leading bank that is engaged in transactions in Dollar deposits in the
international Eurodollar market and which does not control and is not controlled by or under common
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control with either of the Issuers or any affiliate thereof. The Calculation Agent may not resign its duties
without a successor having been duly appointed. The determination of the interest rate for each Class of
Notes for each Interest Period by the Calculation Agent shall (in the absence of manifest error) be final
and binding upon all parties.

Principal

The Stated Maturity of each Class of Notes is the [] Distribution Date. Each Class of Notes will
mature at the Stated Maturity unless redeemed or repaid prior to the Stated Maturity. However, the Notes
may be paid in full prior to their Stated Maturity. With respect to each Class of Notes, the earlier of the
Stated Maturity and the Distribution Date on which the aggregate principal amount of such Class of Notes
is paid in full, including a Redemption Date or an Accelerated Maturity Date, is referred to herein as.the
"Final Maturity Date". See "Risk Factors-Average Life of the Notes and Prepayment Considerations"
and "Maturity and Prepayment Considerations." Any payment of principal with respect to any Class of
Notes (including any payment of principal made in connection with the Final Maturity Date) will be made
by the Trustee on a pro rata basis on each Distribution Date among the Notes of such Class according to
the respective unpaid principal amounts thereof outstanding immediately prior to such payment.

Principal Proceeds will be applied on each Distribution Date in accordance with the Priority of
Payments to pay principal of each Class of Notes. No payment of principal of any Class of Notes will be
made until all principal of, and all accrued interest due and payable on, the Notes of each Class that is
Senior to such Class have been paid in full.

However:

(a) on each Distribution Date occurring on or before the last day of the Priority Distribution
Period, Interest Proceeds will be applied, in an amount available for such purpose, if any,
on the relevant Distribution Date, to pay principal of the Class D Notes in an amount up to
the Class D Priority Redemption Amount for such Distribution Date as set forth in
Schedule G to this Offering Circular until []% of the aggregate principal amount of the
Class D Notes as of the Closing Date is redeemed; and on any Distribution Date
occurring after [], [% of the Interest Proceeds that would otherwise be paid to the
Preference Share Paying Agent for distribution to the holders of the Preference Shares
will be applied to pay principal of the Class D Notes until the Class D Notes are paid in
full;

(b) if no Optional Redemption, Auction Call Redemption, Clean-Up Call Redemption or Tax
Redemption has been successfully completed before the Accelerated Amortization Date,
on any Distribution Date occurring on or after the Accelerated Amortization Date, Interest
Proceeds that would otherwise be paid to the Preference Share Paying Agent for
distribution to the Preference Shareholders will be applied to pay, first, the principal of the
Class E Notes, second, the principal of the Class D Notes, third, the principal of the Class
C Notes, fourth, the principal of the Class B Notes, fifth, the principal of the Class A-2
Notes and sixth, the principal of the Class A-1 Notes, in each case until such Class has
been paid in full; and

(c) if the Class E Diversion Test is not satisfied on a Determination Date, Interest Proceeds
will be applied on the immediately succeeding Distribution Date to pay principal of the
Class E Notes in sufficient amounts to satisfy the Class E Diversion Test. See
"Description of the Notes-Priority of Payments."
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Payments

Payments in respect of principal of and interest on any Note will be made to the person in whose
name such Note is registered fifteen days prior to the applicable Distribution Date (the "Record Date").
Payments on each Note will be payable by wire transfer in immediately available funds to a Dollar-
denominated account maintained by the holder thereof in accordance with wire transfer instructions
received by any paying agent appointed under the Indenture (each, a "Paying Agent") on or before the
Record Date or, if no wire transfer instructions are received by a Paying Agent in respect of such Note, by
a Dollar-denominated check drawn on a bank in the United States mailed to the address of the holder of
such Note as it appears on the Note Register at the close of business on the Record Date for such
payment. Final payments in respect of principal of the Notes will be made against surrender of such
Notes at the office of the Paying Agent.

If any payment on the Notes is due on a day that is not a Business Day, then payment will be
made on the next succeeding Business Day with the same force and effect as if made on the date for
payment. "Business Day" means any day other than Saturday, Sunday or a day on which banking
institutions are authorized or obligated by law, regulation or executive order to close in New York City,
London or the city of the designated corporate trust office of the Trustee or, in the case of the final
payment of principal of a Note or distribution of Excess Principal Proceeds with respect to a Preference
Share, in the place of presentation of such Note or Preference Share. To the extent action is required of
the Issuer that has not been delegated to the Trustee, the Collateral Manager or any agent of the Issuer
located outside of the Cayman Islands, the Cayman Islands shall be considered in determining "Business
Day" for purposes of determining when such Issuer action is required. To the extent action is required of
the Irish Paying Agent, Ireland shall be considered in determining "Business Day" for purposes of
determining when such Irish Paying Agent action is required.

For so long as the Notes are listed on the Irish Stock Exchange and the rules of such exchange
shall so require, the issuers will maintain a listing agent and a Paying Agent with an office in Ireland.

Except as otherwise required by applicable law, any money deposited with the Trustee or any
Paying Agent in trust for the payment of principal of or interest on any Note and remaining unclaimed for
two years after such principal or interest has become due and payable shall be paid to the Issuer upon
request by the Issuer therefor, and the holder of such Note shall thereafter, as an unsecured general
creditor, look to the Issuers for payment of such amounts and all liability of the Trustee or such Paying
Agent with respect to such trust money shall thereupon cease. The Trustee or the Paying Agent, before
being required to make any such release of payment may, but shall not be required to, adopt and employ,
at the expense of the Issuers, any reasonable means of notification of such release of payment, including
mailing notice of such release to holders whose Notes have been called but have not been surrendered
for redemption or whose right to or interest In monies due and payable but not claimed is determinable
from the records of any Paying Agent, at the last address of record of each such holder.

Priority of Payments

With respect to any Distribution Date, collections received on the Collateral during each Due
Period in respect of the Collateral will be divided into Interest Proceeds and Principal Proceeds and
applied in the priority set forth below under "-Interest Proceeds" and "-Principal Proceeds," respectively
(collectively, the "Priority of Payments"). "Due Period" means, with respect to any Distribution Date, the
period commencing immediately following the fifth Business Day prior to the preceding Distribution Date
(or on the Closing Date, in the case of the Due Period relating to the First Distribution Date) and ending
on the fifth Business Day prior to such Distribution Date (or, in the case of the Due Period that is
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applicable to the Distribution Date relating to the Stated Maturity of the Notes, such Due Period shall end
on the day preceding the Stated Maturity).

Interest Proceeds. On each Distribution Date, Interest Proceeds with respect to the related Due
Period will be distributed in the order of priority set forth below.

(1) to the payment of taxes, government fees and registered office fees owed by the Issuers,
if any;

(2) up to a maximum amount on any Distribution Date equal to the Fee Cap Amount plus an
amount up to U.S.$ [] per annum, (a) first, in the following order of priority, to the
payment to the Trustee, the Preference Share Paying Agent, the Collateral Administrator
and the Administrator of accrued and unpaid fees owing to them under the Indenture; (b)
second, to the payment of other accrued and unpaid administrative expenses (including
indemnities) incurred by or on behalf of the Issuers (including any administrative
expenses payable to the Collateral Manager, but excluding the Management Fee and the
Auction Agent Fee, if applicable), provided that administrative expenses payable to
Deutsche Bank Trust Company Americas (in all of its capacities) shall be paid prior to
administrative expenses payable to any other party under this clause (2), administrative
expenses payable to the Administrator shall be paid prior to administrative expenses
payable to any party other than Deutsche Bank Trust Company Americas under this
clause (2), and that administrative expenses payable to parties other than the Trustee
and Administrator shall be paid pro rata; and (c) third, prior to the date on which amounts
on deposit in the Expense Account are transferred to the Payment Account (in
connection with the sale or disposition of substantially all of the issuer's assets) for
application as Interest Proceeds, for deposit in the Expense Account an amount equal to
the lesser of (x) an amount sufficient to cause the balance of all Eligible Investments and
cash in the Expense Account, immediately after such deposit, to equal U.S.$ [ ], and (y)
the amount by which the Fee Cap Amount exceeds the sums paid under clauses (a) and
(b);

(3) to the payment, pro rata, of any amount scheduled to be paid (i) to the relevant Interest
Rate Swap Counterparty pursuant to any Interest Rate Swap Agreement, together with
termination payments (and any accrued interest thereon) payable by the Issuer pursuant
to any such Interest Rate Swap Agreement and the Synthetic Securities other than
amounts payable by reason of an event of default or termination event as to which an
Interest Rate Swap Counterparty under an Interest Rate Swap Agreement or the
Synthetic Security Counterparty under the Synthetic Securities is the "defaulting party" or
the sole "affected party" and (ii) to the Offsetting Transaction Counterparty pursuant to
any Offsetting Transactions together with termination payments (and any accrued interest
thereon) payable by the Issuer pursuant to any such Offsetting Transaction other than
amounts payable by reason of an event of default or termination event as to which an
Offsetting Transaction Counterparty is the "defaulting party" or the sole "affected party;"

(4) to the payment to the Collateral Manager of the accrued and unpaid Management Fee;

(5) first to the payment of accrued and unpaid interest on the Class A-1 Notes (including
Defaulted Interest and any interest thereon) and second, to the payment of accrued and
unpaid interest on the Class A-2 Notes (including Defaulted Interest and any interest
thereon);
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(6) to the payment of accrued and unpaid interest on the Class B Notes (including Defaulted
interest and any interest thereon);

(7) if either Class A/B Coverage Test is not satisfied on the related Determination Date and if
any Class A Note or Class B Note remains outstanding, to the payment of principal of,
first, the Class A-1 Notes, second, the Class A-2 Notes and third, the Class B Notes, to
the extent necessary to cause each Class A/B Coverage Test to be satisfied;

(8) to the payment of accrued and unpaid interest on the Class C Notes (including Defaulted
Interest and any interest thereon and interest on Class C Deferred Interest, if any, but
excluding any Class C Deferred Interest);

(9) if either Class C Coverage Test is not satisfied on the related Determination Date and if
any Class A Note, Class B Note or Class C Note remains outstanding, to the payment of
principal of, first, the Class A-1 Notes, second, the Class A-2 Notes, third, the Class B
Notes and fourth, the Class C Notes, to the extent necessary to cause each of the Class
C Coverage Tests to be satisfied;

(10) to the payment of Class C Deferred Interest, if any;

(11) to the payment of accrued and unpaid interest on the Class D Notes (including Defaulted
Interest and any interest thereon and interest on Class D Deferred Interest, if any, but
excluding any Class D Deferred Interest);

(12) if either Class D Coverage Test is not satisfied on the related Determination Date and if
any Class A Note, Class B Note, Class C Note or Class D Note remains outstanding, to
the payment of principal of, first, the Class A-1 Notes, second, the Class A-2 Notes, third,
the Class B Notes, fourth, the Class C Notes and fifth, the Class D Notes, LO the extent

necessary to cause each of the Class D Coverage Tests to be satisfied;

(13) to the payment of Class D Deferred Interest, if any;

(14) to the payment of accrued and unpaid interest on the Class E Notes (including Defaulted
Interest and interest thereon and interest on Class E Deferred Interest, if any, but
excluding any Class E Deferred Interest);

(15) to the payment of Class E Deferred Interest, if any;

(16) if the Class E Diversion Test Is not satisfied on the related Determination Date and if any
Class A Note, Class B Note, Class C Note, Class D Note or Class E Note remains
outstanding, to the payment of principal of the Class E Notes, to the extent necessary to
cause the Class E Diversion Test to be satisfied;

(17)_ (i) on any Distribution Date occurring on or before the last day of the Priority Distribution
Period, to the payment of principal of the Class D Notes in an amount up to the Class D
Priority Redemption Amount for such Distribution Date as set forth in Schedule G to this
Offering Circular until []% of the aggregate principal amount of the Class D Notes as of
the Closing Date is redeemed; and (ii) on any Distribution Date occurring after the [
Distribution Date-to the payment-of principal.of the Class D Notes until the Class D Notes
are paid in full in an amount equal to []% of the Interest Proceeds that would otherwise be
paid on such Distribution Date under clause (21) below but for the application of this
clause (17);
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(18) to the payment, pro rata, of any termination payments (and any accrued interest thereon)
payable by the Issuer pursuant to any Interest Rate Swap Agreement, the Synthetic
Securities or the Offsetting Transactions by reason of an event of default or termination
event as to which an Interest Rate Swap Counterparty under an Interest Rate Swap
Agreement or the Synthetic Security Counterparty under the Synthetic Securities or the
Offsetting Transaction Counterparty under the Offsetting Transactions is the "defaulting
party" or the sole "affected party";

(19) to the payment of all other accrued and unpaid administrative expenses of the Issuers
(including any accrued and unpaid fees and expenses owing to the Trustee, the Note
Registrar, the Preference Share Paying Agent, the Collateral Manager (other than the
Management Fee), the Auction Agent, the Share Registrar and the Administrator under
the Indenture, the Management Agreement, the Preference Share Paying Agency
Agreement and the Administration Agreement) not paid in full pursuant to and in the
order stated in clause (2) above (whether as the result of the limitations on amounts set
forth therein or otherwise);

(20) if no Optional Redemption, Auction Call Redemption, Clean-Up Call Redemption or Tax
Redemption has been successfully completed before the Accelerated Amortization Date,
on any Distribution Date occurring on or after the Accelerated Amortization Date, first, to
the payment of principal of the Class E Notes until the Class E Notes have been paid in
full, second to the payment of principal of the Class D Notes until the Class D Notes have
been paid in full, third, to the payment of principal of the Class C Notes until the Class C
Notes have been paid in full, fourth, to the payment of principal of the Class B Notes until
the Class B Notes have been paid in full, fifth, to the payment of principal of the Class A-2
Notes until the Class A-2 Notes have been paid in full; and sixth, to the payment of
principal of the Class A-1 Notes until the Class A-1 Notes have been paid in full; and

(21) the remainder ("Excess Interest"), to be released from the lien of the Indenture and paid
(upon standing order of the Issuer) to the Preference Share Paying Agent for deposit into
the Preference Share Payment Account for payment to the holders of the Preference
Shares as a distribution by way of dividend thereon.

Principal Proceeds. On each Distribution Date, Principal Proceeds with respect to the related
Due Period will be distributed in the order of priority set forth below:

(1) to the payment of the amounts referred to in clauses (1) through (6) under "-Interest
Proceeds" in the same order of priority specified therein, but only to the extent not paid in
full thereunder;

(2) so long as each of the Overcollateralization Tests is in compliance (after application of
payments under all clauses under "- Interest Proceeds" and clause (1) above) and
remains in compliance (after giving effect to the payments in this clause (2)), to the
payment of accrued and unpaid interest on the Class C Notes, but only to the extent not
paid in full in clause (8) under "-Interest Proceeds";

(3) (i) so long as each of the Overcollateralization Tests is in compliance (after application of
payments -under all clauses under "-Interest Proceeds* and clauses (1) and (2) above)
and remains in compliance (after giving effect to the payments in this clause (3)), to the
payment of accrued and unpaid interest on the Class D Notes, but only to the extent not
paid in full in clause (11) under "- Interest Proceeds"; and (ii) during the Reinvestment
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Period, Principal Proceeds from the Disposition of, or principal payments on, Underlying
Assets that are Investment Grade may at the Collateral Manager's sole discretion
(exercised on behalf of the Issuer) be deposited into (x) the Collection Account for
investment on a later date in additional Underlying Assets that are Investment Grade, or
(y) the Synthetic Collateral Account to be invested in Eligible Investments, in each case,
in accordance with the Eligibility Criteria and the Collateral Quality Tests as more fully
described herein;

(4) to the payment of principal of the Class A-1 Notes until the Class A-1 Notes have been
paid in full;

(5) to the payment of principal of the Class A-2 Notes until the Class A-2 Notes have been
paid in full;

(6) to the payment of principal of the Class B Notes, until the Class B Notes have been paid
in full;

(7) to the payment of amounts referred to in clause (8) and then clause (9) under "-interest
Proceeds," but only to the extent not paid in full thereunder or under clause (2) above;

(8) to the payment of principal of the Class C Notes until the Class C Notes have been paid
in full;

(9) to the payment of amounts referred to in clauses (11) and (12) under "-Interest
Proceeds," but only to the extent not paid in full thereunder or under clause (3) above;

(10) to the payment of principal of the Class D Notes until the Class D Notes have been paid
in full;

(11) to the payment of amounts referred to in clauses (14) and (15) under "-Interest
Proceeds," but only to the extent not paid in full thereunder;

(12) to the payment of principal of the Class E Notes until the Class E Notes have been paid
in full;

(13) to the payment of amounts referred to in clauses (18) and (19) under "-Interest
Proceeds" in the same order of priority, but only to the extent not paid in full thereunder;
and

(14) with respect to the remainder ("Excess Principal Proceeds"), to be released from the
lien of the Indenture and paid (upon standing order of the Issuer) to the Preference Share
Paying Agent for deposit into the Preference Share Payment Account for payment to the
Preference Shareholders as a dividend on the Preference Shares or (on any date upon
which the Preference Shares are redeemed) as payment by way of redemption of the
Preference Shares as provided in the Issuer Charter.

Notwithstanding any of the foregoing provisions, on the Final Maturity Date, the Interest
Proceeds, the Principal Proceeds and any funds in the Expense Account will be distributed in the
following order of priority: _(i) to make payments of the amounts referred to in clauses (1) through (4)
under "-Interest Proceeds" in the same order of priority specified therein; (ii) to make payments on the
Notes in the following order: first, to the payment of the accrued and unpaid interest (including any
Defaulted Interest and any interest thereon) on the Class A-1 Notes, and then to the payment of the
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accrued and unpaid interest (including any Defaulted Interest and any interest thereon) on the Class A-2
Notes, second, to the payment of the aggregate principal amount of the Class A-1 Notes and then to the
payment of the aggregate principal amount of the Class A-2 Notes, third, to the payment of the accrued
and unpaid interest (including Defaulted Interest and any interest thereon) on the Class B Notes and then
to the payment of the aggregate principal amount of the Class B Notes, fourth, to the payment of the
accrued and unpaid interest (including any Class C Deferred Interest and any interest thereon, and any
Defaulted Interest and any interest thereon) on the Class C Notes and then to the payment of the
aggregate principal amount of the Class C Notes, fifth, to the payment of the accrued and unpaid interest
(including any Class D Deferred Interest and any interest thereon, and any Defaulted Interest and any
interest thereon) on the Class D Notes and then to the payment of the aggregate principal amount of the
Class D Notes, and sixth, to the payment of the accrued and unpaid interest (including any Class E
Deferred Interest and any interest thereon, and any Defaulted Interest and any interest thereon) on the.
Class E Notes and then to the payment of the aggregate principal amount of the Class E Notes, until
each class is paid in full; (iii) to make payments of the amounts referred to in clauses (18) and (19) under
"-Interest Proceeds" in the same order of priority specified therein and (iv) the remainder to make
dividend or redemption payments, as applicable, to the Preference Shareholders.

In the event that Excess Interest or Excess Principal Proceeds cannot be distributed to the
Preference Shareholders due to restrictions on such distributions under the laws of the Cayman Islands,
the Issuer will notify the Preference Share Paying Agent and all such amounts will be held in the
Preference Share Payment Account until the First Distribution Date or (in the case of any payment
otherwise due on a redemption date of the Preference Shares) the first Business Day on which the Issuer
notifies the Preference Share Paying Agent that such distribution can be made to the Preference
Shareholders (subject to the availability of such amounts under Cayman Islands law to pay any liability of
the Issuer not limited in recourse to the Collateral).

Except as otherwise expressly provided in the Priority of Payments, if, on any Distribution Date,
the amount availabie in the Payment Account from amounts received in the related Due Period is
insufficient to make the full amount of the disbursements required by any paragraph in this section to

different Persons, the Trustee will make the disbursements called for by such paragraph ratably in
accordance with the respective amounts of such disbursements then due and payable to the extent funds
are available therefor.

On or prior to the latest Stated Maturity of the Notes, a redemption of the Preference Shares, a
Mandatory Redemption, a Tax Redemption, a Clean-Up Call Redemption or an Auction Call Redemption,
the Issuer (or the Collateral Manager acting pursuant to the Management Agreement on behalf of the
Issuer) will Dispose of all of the Underlying Assets and all Eligible Investments and sell or liquidate all
other Collateral; and, after the payment (in the order of priorities set forth above) of all (a) fees, (b)
expenses (including any amount owing by the Issuer under any Interest Rate Swap Agreement), (c)
interest (including any Defaulted Interest and interest on Defaulted Interest and any Deferred Interest and
interest on Deferred Interest) on and principal of the Notes and (d) Excess Interest in respect of the
Preference Shares, all remaining proceeds from such sales and liquidations and all available cash will be
paid to the Preference Share Paying Agent for deposit into the Preference Share Payment Account for
(subject to the restrictions on distributions under the laws of the Cayman Islands) payment to the
Preference Shareholders as a distribution by way of redemption, whereupon all of the Notes and
Preference Shares will be cancelled. The Issuer will be entitled to retain for its own account the [250]
shares of common -stock It holds in the Co-Issuer, the US$[250] representing its share capital and
U.S.$[250] representing a profit fee to the Issuer, together with any interest accrued thereon.
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"Accelerated Amortization Date" means, if no Optional Redemption, Auction Call Redemption,
Clean-Up Call Redemption or Tax Redemption has been successfully completed before the [] Distribution
Date, such date.

"Aggregate Principal/Notional Balance" means, (i) when used with respect to one or more
Underlying Assets, the sum of the Principal/Notional Balances of such Underlying Assets on the date of
determination, and (ii) with respect to Eligible Investments, the aggregate Balance of such Eligible
Investments.

"Applicable Recovery Rate" means, with respect to any Underlying Asset (which shall mean
with respect to a Synthetic Security, the related Reference Obligation) on any Measurement Date, an

amount equal to the lower of (a) the percentage for such Underlying Asset set forth in the Moody's
Recovery Rate Matrix attached as Schedule F hereto in (i) the applicable table therein, (ii) the row in
such table opposite the applicable percentage of the underlying capital structure and (iii) the column in

such table below the Moody's Rating of such Underlying Asset as of the date of issuance of such

Underlying Asset, or (b) the percentage for such Underlying Asset set forth in the Standard & Poor's
Recovery Matrix attached as Schedule E hereto in (i) the applicable table, (ii) the row in such table

opposite the Standard & Poor's Rating of such Underlying Asset as of the date of issuance of such

Underlying Asset and (iii)(x) for purposes of determining the Standard & Poor's Recovery Rate, the

column in such table below the current rating of the respective Class of Notes or (y) for purposes of

determining the Calculation Amount, the column in such table below the current rating of the most senior

Class of Notes outstanding.

"Bankruptcy Event" means with respect to any entity: (a) an involuntary proceeding shall be

commenced or an involuntary petition shall be filed seeking (i) winding up, liquidation, reorganization or

other relief in respect of such entity or its debts, or of a substantial part of its assets, under any

bankruptcy, Insolvency, receivership or similar law now or hereafter in effect or (ii) the appointment of a

receiver, trustee, custodian, sequestrator, conservator or similar official for such entity or for a substantial

part of its assets, and, in any such case, such proceeding or petition shall continue undismissed for 60

days; or an order or decree approving or ordering any of the foregoing shall be entered; or (b) such entity
shall (i) voluntarily commence any proceeding or file any petition seeking winding up, liquidation,
reorganization or other relief under any bankruptcy, insolvency, receivership or similar law now or

hereafter in effect, (ii) consent to the institution of, or fail to contest in a timely and appropriate manner,

any proceeding or petition described in clause (a) of this definition, (iii) apply for or consent to the
appointment of a receiver, trustee, custodian, sequestrator, conservator or similar official for such entity or

for a substantial part of its assets, (iv) file an answer admitting the material allegations of a petition filed
against it in any such proceeding, or (v) make a general assignment for the benefit of creditors or (vi) take
any action for the purpose of effecting any of the foregoing.

"Calculation Amount" means, with respect to any Defaulted Asset at any time, the lesser of (a)

the fair market value of such Defaulted Asset as determined by the Collateral Manager and (b) the
amount obtained by multiplying the Applicable Recovery Rate by the Principal/Notional Balance of such
Defaulted Asset.

"Convertible Bond" means a bond, debenture or other fixed income security which may be

exchanged by the owner for common stock or another security, usually of the same company, in

accordance with the terms of the issue.

"Defaulted Asset" means any Underlying Asset (which shall mean with respect to a Synthetic

Security, the related Reference Obligation) or any other security included in the Collateral:
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(a) as to which (i) the issuer thereof has failed to make a scheduled payment of principal or
interest without giving effect to any grace period or waiver; provided that a payment
default of up to three (3) Business Days with respect to which the Collateral Manager
certifies in writing to the Trustee, in its reasonable judgment, is due to non-credit and
non-fraud related reasons shall not cause an Underlying Asset to be classified as a
Defaulted Asset or (ii) pursuant to its Underlying Instruments, there has occurred any
default or event of default which entitles the holders thereof, with notice or passage of
time or both, to accelerate the maturity (whether by mandatory prepayment, mandatory
redemption or otherwise) of all or a portion of the outstanding principal amount of such
security, unless (A) in the case of a default or event of default consisting of a failure of the
obligor on such security to make required interest payments, such security has resumed
current payments of interest in cash (provided that no restructuring has been effected) or
(B) in the case of any other default or event of default, such default or event of default is
no longer continuing;

(b) that ranks pari passu with or subordinate to any other material indebtedness for borrowed
money owed by the issuer of such Underlying Asset (for purposes hereof, "Other
Indebtedness") if such issuer had defaulted in the payment of principal or interest with
respect to such Other Indebtedness; provided that a payment default of up to three (3)
Business Days with respect to which the Collateral Manager certifies in writing to the
Trustee, in its reasonable judgment, is due to non-credit and non-fraud related reasons
shall not cause an Underlying Asset to be classified as a Defaulted Asset; provided,
further, that in the case of a default or event of default consisting of a failure of the obligor
on such security to make required interest payments, such Other Indebtedness has
resumed current payments of interest (including all accrued interest) in cash (whether or
not any waiver or restructuring has been effected), provided that a security shall be
considered a Defaulted Asset pursuant to this clause (b) only if either (i) such default or
event of default results in the assignment of a rating of "CC" or lower or "0" or "SD" by
Standard & Poor's or "Ca" or "C" by Moody's, or (ii) the Collateral Manager, based upon
due inquiry in accordance with the practices and procedures followed by investment
managers of recognized standing, has obtained knowledge of such default or event of
default and any characterization by the Collateral Manager of such security other than as
a "Defaulted Asset" fails to satisfy the Rating Condition;

(c) as to which a Bankruptcy Event has occurred and is continuing with respect to an entity
that is: (i) with respect to securities issued by an issuer directly, the special purpose entity
that is the issuer of such securities, or (ii) with respect to securities issued by trusts to
which an entity deposits assets, either (A) the special purpose entity that is the depositor
to the trust that issues such securities, or (B) the trust that issues such securities;

(d) that is rated (i) "CC" or lower or "D" or "SD" by Standard & Poor's or a rating withdrawn
by Standard & Poors, or (ii) "Ca" or "C" by Moody's;

(e) in respect of any Underlying Asset that is a PlK Bond, of which there has been a failure to
pay interest (i) in a cumulative amount equal or exceeding the interest due during one
payment period (if such Underlying Asset is rated (or privately rated for purposes of the
issuance of the Underlying Asset) below "Baa3" by Moody's) or (ii) for two consecutive
payment periods even if by its terms it provides for the deferral and capitalization of
interest thereon, but only until such time as payment of interest on such Underlying Asset
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has resumed and all deferred interest has been paid in accordance with the terms of the
related Underlying Instrument or

(f) which is a Synthetic Security with respect to which the relevant Synthetic Security
Counterparty has defaulted in the performance of its payment obligations under such
Synthetic Security.

"Deferred Interest PIK Bond" means a PIK Bond with respect to which payment of interest

either in whole or in part has been deferred in an amount equal to (a) if such PlK Bond has a Moody's

Rating of at least "Baa3", the amount of interest payable in respect of the lesser of (x) two payment

periods and (y) a period of one year; or (b) if such PIK Bond has a Moody's Rating of below "Baa3", the

amount of interest payable in respect of the lesser of (x) one payment period and (y) a period of six

months, but only until such time as payment of interest on such PlK Bond has resumed and all capitalized

and deferred interest has been paid in accordance with the terms of the relevant Underlying Instruments.

"Determination Date" means the last day of a Due Period.

"Discount Underlying Asset" means

(i) any Underlying Asset (other than a Defaulted Asset or a Deferred Interest PIK Bond) that

is a Floating Rate Security and has a Moody's Rating of "Aa3" or higher acquired by the Issuer after the

Closing Date for an acquisition price of less than [92]% of the Principal/Notional Balance of such

Underlying Asset, unless the market value for such Underlying Asset equals or exceeds [95]% of the

Principal/Notional Balance of such Underlying Asset (as certified by the Collateral Manager to the

Trustee) for 60 consecutive days,

(ii) any Underlying Asset (other than a Defaulted Asset or a Deferred Interest PIK Bond) that

is a Fixed Rate Security and has a Moody's Rating of "Aa3" or higher acquired by the issuer after the

Closing Date for an acquisition price of less than [85]% of the Principal/Notional Balance of such

Underlying Asset, unless the market value for such Underlying Asset equals or exceeds [90]% of the

Principal/Notional Balance of such Underlying Asset (as certified by the Collateral Manager to the

Trustee) for 60 consecutive days and

(iii) any Underlying Asset (other than a Defaulted Asset or a Deferred Interest PIK Bond) that

has a Moody's Rating below "Aa3" acquired by the Issuer after the Closing Date for an acquisition price of

less than [75]% of the Principal/Notional Balance of such Underlying Asset; provided that such Underlying

Asset shall cease to be a Discount Underlying Asset at such time as the market value of such Underlying

Asset equals or exceeds [85]% of the Principal/Notional Balance of such Underlying Asset (as certified by

the Collateral Manager to the Trustee) for 60 consecutive days.

"Eligible Country" means a Group I Country or a Group II Country, Austria, Denmark or a

country that is an Eligible SPV Jurisdiction, provided that, at the time of such acquisition of any Asset,

such country has a foreign currency credit rating of at least "AA" by Standard & Poor's and "Aa2" from

Moody's.

"Eligible SPV Jurisdiction" means the Bahamas, the British Virgin Islands, the Cayman Islands,

Bermuda, Luxembourg, the Netherlands Antilles, the Channel Islands, Jersey, Guernsey or (subject to

satisfaction of the Rating Agency Condition) any similar jurisdiction, provided that the related obligor or

issuer is a special purpose entity.

"Excepted Property" means (a) the Preference Share Payment Account and all of the funds and

other property from time to time deposited in or credited to the Preference Share Payment Account and
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the proceeds thereof, (b) the [250] shares of common stock of the Co-Issuer, par value U.S.$1.00 per
share, owned by the issuer, (c) U.S.$[250) representing the paid share capital on the ordinary shares of
the issuer, and (d) U.S.$[250] representing a profit fee to the Issuer, together with any interest accruing
thereon, and the trust account in which such monies are held.

"Fee Cap Amount" means, on any Distribution Date, []% of the Quarterly Asset Amount per
annum subject to an annual minimum of $D.

"Floating Rate Security" means (i) any Asset-Backed Security that is expressly stated to bear

interest based upon a floating rate index and (ii) any Synthetic Security or Offset Transaction so

designated by the Collateral Manager at the time of purchase.

"Fixed Rate Security" means any Asset-Backed Security other than a Floating Rate Security.

"Group I Countries" means Australia, Canada, the Netherlands and the United Kingdom.

"Group II Countries" means Germany, Ireland, New Zealand, Sweden and Switzerland.

"Interest Only Security" means an Asset-Backed Security that does not provide for the

repayment of a stated principal amount in one or more installments on or prior to the date three Business
Days prior to the Stated Maturity of the Notes.

"Interest Proceeds" means, with respect to any Due Period:

(1) the sum (without duplication) of

(a) all payments of interest and other income on the Underlying Assets and
Delivered Obligations (other than Defaulted Securities) received in cash during
such Due Period:

(b) all payments of interest (including any amount representing the accreted portion
of a discount from the face amount of an Eligible Investment) on Eligible
Investments in the Collection Accounts received. in cash by the Issuer during
such Due Period and all payments of principal, including repayments, on Eligible
Investments purchased with amounts from the Interest Collection Account
received by the Issuer during such Due Period;

(c) all amendment and waiver fees, all late payment fees, and all other fees and
commissions received in cash by the issuer during such Due Period in
connection with such Underlying Assets and Eligible Investments (other than
fees and commissions received in respect of Defaulted Securities and Written
Down Securities and yield maintenance payments included in Principal Proceeds
pursuant to clause (c) and clause (j) of the definition thereof);

(d) all payments of interest received in respect of a Defaulted Asset in excess of an
amount equal to the Principal/Notional Balance of such security at the time it
became a Defaulted Asset;

(e) all accrued interest received In cash by the Issuer in connection with the sale or
liquidation of any Underlying Asset other than accrued interest purchased with
Principal Proceeds;
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(f) all payments received pursuant to any Interest Rate Swap Agreement (excluding
any payments received by the Issuer by reason of an event of default or
termination event) less any deferred premium payments, if any, payable by the
Issuer under such Interest Rate Swap Agreement with respect to such Due
Period;

(g) (i) any amounts received from each Synthetic Security Counterparty relating to
each Synthetic Security with respect to such Due Period (including any Fixed
Amounts and Interest Shortfall Reimbursement Payment Amounts (as defined in
Schedule H in the case of Reference Obligations that are RMBS Securities,
Schedule I in the case of Reference Obligations that are ABX Tranche
Securities, Schedule J in the case of Reference Obligations that are CMBS
Securities or Schedule K in the case of Reference Obligations that are CDO
Securities) but excluding, for the avoidance of doubt, any premium relating to the
following Due Period), other than Writedown Reimbursement Payment Amounts,
Principal Shortfall Reimbursement Payment Amounts (each as defined in
Schedule H in the case of Reference Obligations that are RMBS Securities,
Schedule I in the case of Reference Obligations that are ABX Tranche
Securities, Schedule J in the case of Reference Obligations that are CMBS
Securities or Schedule K in the case of Reference Obligations that are CDO
Securities), any upfront payment or any termination payment received with
respect to early termination of a Synthetic Security (including proceeds from
liquidation of any collateral posted by the Synthetic Security Counterparty to
secure Its obligations under the Synthetic Securities); (ii), without duplication, any
Net Scheduled Periodic Offsetting Transaction Payments received by the Issuer
with respect to Offset Transactions;

(h) all earnings on Eligible Investments on deposit in the Synthetic Security
Collateral Account that are transferred to the Interest Collection Account as
described below under "Security for the Notes-The Accounts-Synthetic
Security Collateral Account";

(i) all Earnings (as defined in the related Investment Agreement) received by the
Issuer and payable under the Investment Agreement on or before the related
Distribution Date; and

(j) all amounts on deposit in the Expense Account that are transferred to the
Payment Account for application as Interest Proceeds as described below under
"Security for the Notes-The Accounts-Expense Account"; provided that
Interest Proceeds shall in no event include (i) any payment or proceeds
specifically defined as "Principal Proceeds" in the definition thereof or (ii) the
Excepted Property;

minus

(2) the sum of (i) any Interest Shortfall Amounts paid by the Issuer to each Synthetic Security
Counterparty and (ii) any initial payments made by the Issuer to the Offsetting
Transaction Counterparty in connection with the entry into an Offsetting Transaction.

"Issue" means an Underlying Asset or Synthetic Security consisting of or referencing a single
Asset-Backed Security, identified by its (i) series and class, and (ii) CUSIP number or other identifying
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number. For the avoidance of doubt, Underlying Assets or Synthetic Securities consisting of or
referencing two Asset-Backed Securities issued by the same issuer and issued in the same series, but in
separate classes or tranches, shall be deemed to be separate Issues.

"Majority-in-interest of Preference Shareholders" means, at any time, Preference
Shareholders whose aggregate Voting Percentages at such time exceed 50% of all Preference
Shareholders' Voting Percentages at such time.

"Margin Stock" means "Margin stock" as defined under Regulations T, U and X issued by the
Board of Governors of the Federal Reserve System.

"Measurement Date" means any of the following: (a) any date after the Closing Date on which an
Underlying Asset becomes a Defaulted Asset, (b) each Determination Date, (c) the last Business Day of
any calendar month (other than the month prior to which there is a Determination Date), and (d) with
reasonable notice to the Issuer and the Trustee, any other Business Day that any Rating Agency
requests be a "Measurement Date"; provided that, if any such date would otherwise fall on a day that is
not a Business Day, the relevant Measurement Date will be the next succeeding day that is a Business
Day.

"Negative Amortization Security" means an Asset-Backed Security whose underlying portfolio
consists of at least (25]% of mortgages with a negative amortization feature.

"Net Outstanding Underlying Asset Balance" means, as of any Measurement Date, an amount
equal to (a) the sum of (i) the Aggregate Principal/Notional Balance on such Measurement Date of all
Underlying Assets, (ii) the Aggregate Principal/Notional Balance of all Principal Proceeds and Uninvested
Proceeds held as cash, all Disposition Proceeds on deposit in the Disposition Proceeds Account and
Eligible Investments purchased with Principal Proceeds or Uninvested Proceeds, and (iii) for each
Defaulted Asset, the Calculation Amount with respect to such Defaulted Asset minus (b) the sum of the

Aggregate PrincipaiiNotional Balance on such Measurement Date of all Underlying Assets that are either

(i) Defaulted Securities or (ii) Equity Securities; provided that solely for the purpose of calculating the Net
Outstanding Underlying Asset Balance in connection with the Class A/B Overcollateralization Ratio, the
Class C Overcollateralization Ratio, the Class D Overcollateralization Ratio and the Class E Diversion
Test the Net Outstanding Underlying Asset Balance shall be deemed to equal the lesser of the Moody's
Haircut Value and the Standard & Poor's Haircut Value, as determined as set forth below:

For the purposes of this definition of "Net Outstanding Underlying Asset Balance", the
following terms shall have the meanings set forth below:

"Moody's Haircut Value" shall have the following meaning for any Underlying Asset that
has a Moody's Rating of below "Baa3", and no meaning for any Underlying Asset with a
Moody's Rating of "Baa3" or higher (for the purpose of all clauses of the definition of
Moody's Haircut Value, any reference to a Moody's Rating of an Underlying Asset shall,
with respect to a Synthetic Security, mean a reference to the Moody's Rating of the
related Reference Obligation):

(a) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (a)) of all Underlying Assets (other than Defaulted Assets
and Deferred Interest PIK Bonds) that have a Moody's Rating of "Bal", "Ba2" or
"Ba3" exceeds [% of the Aggregate Principal/Notional Balance of all Underlying
Assets and Principal Proceeds ("Moody's Limit 1"), then the Aggregate
Principal/Notional Balance of the Underlying Assets constituting such excess
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shall be deemed to equal 90% of the actual Aggregate Principal/Notional
Balance of such Underlying Assets (determined without regard to this clause (a));

(b) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (b)) of all Underlying Assets (other than Defaulted Assets
and Deferred Interest PIK Bonds) that have a Moody's Rating of "Bl", "B2" or
"B3" exceeds [0]% of the Aggregate Principal/Notional Balance of all Underlying
Assets and Principal Proceeds ("Moody's Limit 2"), then the Aggregate
Principal/Notional Balance of the Underlying Assets constituting such excess
shall be deemed to equal 80% of the actual Aggregate Principal/Notional
Balance of such Underlying Assets (determined without regard to this clause (b));
and

(c) if such Underlying Assets (other than Defaulted Assets and Deferred Interest PIK
Bonds) have a Moody's Rating of below "B3" exceeds [0]% of the Aggregate
Principal/Notional Balance of all Underlying Assets and Principal Proceeds, then
the Aggregate Principal/Notional Balance of such Underlying Assets shall be
deemed to equal 50% of the actual Aggregate Principal/Notional Balance of such
Underlying Assets (determined without regard to this clause (c));

provided that the reductions contemplated by clauses (a), (b) and (c) immediately
above shall be without duplication; provided further that each of Moody's Limit 1
and Moody's Limit 2 may be up to [5] percentage points larger than set out above
(as determined by the Trustee in a manner maximizing the Net Outstanding
Underlying Asset Balance as of the date of determination) so long as the
aggregate of Moody's Limit 1 and Moody's Limit 2 is not more than []%.

"Standard & Poor's Haircut Value" shall have the following meaning set forth in clauses
(a) and (b) below for any Underlying Asset that has a Standard & Poor's Rating of below
"BBB-", and no meaning for any Underlying Asset that has a Standard & Poor's Rating of
"BBB-" or higher. For the purpose of all clauses of the definition of Standard & Poor's
Haircut Value, any reference to a Standard & Poor's Rating of an Underlying Asset shall,
with respect to a Synthetic Security, mean a reference to a Standard & Poor's Rating of
the related Reference Obligation:

(a) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (a)) of all Underlying Assets (other than Defaulted Assets
and Deferred Interest PIK Bonds) that have a Standard & Poor's Rating of "BB+",
"BB" or "BB-" exceeds []% of the Aggregate Principal/Notional Balance of all
Underlying Assets and Principal Proceeds ("S&P Limit 1"), then the Aggregate
Principal/Notional Balance of the Underlying Assets constituting such excess
shall be deemed to equal 90% of the actual Aggregate Principal/Notional
Balance of such Underlying Assets (determined without regard to this clause (a));

(b) if on any date the Aggregate Principal/Notional Balance (determined without
regard to this clause (b)) of all Underlying Assets (other than Defaulted Assets
and Deferred Interest PlK Bonds) that have a Standard & Poor's Rating of "B+",
"B" or "B-" exceeds [0]% of the Aggregate Principal/Notional Balance of all
Underlying Assets and Principal Proceeds ("S&P Limit 2"), then the Aggregate
Principal/Notional Balance of the Underlying Assets constituting such excess
shall be deemed to equal 80% of the actual Aggregate Principal/Notional
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Balance of such Underlying Assets (determined without regard to this clause (b));
and

(c) if such Underlying Assets (other than Defaulted Assets and Deferred Interest PIK
Bonds) have a Standard & Poor's Rating of below "B-" exceeds [0]% of the
Aggregate Principal/Notional Balance of all Underlying Assets and Principal
Proceeds ("S&P Limit 3"), then the Aggregate Principal/Notional Balance of such
Underlying Assets shall be deemed to equal 70% of the actual Aggregate
Principal/Notional Balance of such Underlying Assets (determined without regard
to this clause (c));

provided that the reductions contemplated by clauses (a), (b) and (c) immediately above

shall be without duplication; provided further that each of S&P Limit 1, S&P Limit 2 and
S&P Limit 3 may be up to [5] percentage points larger than set out above (as determined
by the Trustee in a manner maximizing the Net Outstanding Underlying Asset Balance as

of the date of determination) so long as the aggregate of S&P Limit 1, S&P Limit 2, and

S&P Limit 3 is not more than 0%.

Solely for purposes of the calculation of the Class A/B Overcollateralization Ratio, the Class C

Overcollateralization Ratio, the Class D Overcollateralization Ratio and the Class E Diversion Test (and

without duplication of any reduction under clauses (a) and (b) of the definition of Net Outstanding

Underlying Asset Balance), the Principal/Notional Balance of any Discount Underlying Asset acquired

after the Closing Date shall be the original acquisition price of such Discount Underlying Asset.

"Net Scheduled Periodic Offsetting Transaction Payment" means in respect of an Offset

Transaction that comprises: the long component of an Offset Transaction and the related Offsetting

Transaction, the difference between premium payments due to the Issuer from the Synthetic Security

Counterparty and the Scheduled Periodic Offsetting Transaction Payments due to the Offsetting

Transaction Counterparty from the Issuer pursuant to the terms of the Offsetting Transaction.

"PIK Bond" means any Underlying Asset that pursuant to the terms of the related Underlying

Instruments (a) permits the payment of interest thereon (with respect to such payments due on or after

the date on which the security is purchased by the Issuer) to be deferred and capitalized as additional

principal thereof or (b) issues identical (except principal and term) securities in place of payments of

interest in cash.

"Principal/Notional Balance" means as of any date of determination, with respect to any Asset-

Backed Security, the outstanding principal balance of such Asset-Backed Security (excluding any

capitalized interest and any negative amortization amounts), and, with respect to each Synthetic Security

or a related Reference Obligation, in each case, the Reference Obligation Notional Amount (as defined in

the Confirmation) of such Synthetic Security.

"Principal Only Security" means any Asset-Backed Security that does not provide for the

payment of rated interest in periodic installments on or prior to the date three Business Days prior to the

Stated Maturity of the Notes or provides that all payments of interest will be deferred until the final

maturity date thereof.

"Principal Proceeds" means, with respect to any Due Period, the sum (without duplication) of

(a) all payments of principal on the Underlying Assets and Eligible Investments (excluding

any amount representing the accreted portion of a discount from the face amount of an
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Eligible Investment) received in cash by the Issuer during such Due Period including
prepayments or mandatory sinking fund payments, or payments in respect of optional

redemptions, exchange offers, tender offers, recoveries on Defaulted Securities and

Written Down Securities (other than Uninvested Proceeds and payments of principal of

Eligible Investments acquired with Interest Proceeds), including the proceeds of a sale of

any Equity Security, the proceeds received from any special purpose subsidiary of the

Issuer holding an Equity Security, and any amounts received as a result of optional

redemptions, exchange offers or tender offers for any Equity Security received in cash by

the Issuer during such Due Period but excluding any accreted portion of a discount from

the face amount of an Eligible Investment;

(b) all payments of principal of Eligible Investments purchased with amounts from the

Principal Collection Account received in cash by the Issuer during such Due Period;

(c) all amendment, waiver, late payment fees, restructuring and other fees and commissions,
collected during the related Due Period in respect of Defaulted Securities and Written

Down Securities;

(d) all payments of interest received in respect of Defaulted Securities up to an amount equal

to the Principal/Notional Balance of such security at the time it became a Defaulted

Asset;

(e) any Writedown Reimbursement Amount,

(f) any proceeds to the Issuer resulting from the termination and liquidation of an Interest

Rate Swap Agreement, to the extent such proceeds exceed the cost of entering into a

replacement Interest Rate Swap Agreement or additional Interest Rate Swap

Agreements in accordance with the requirements set forth in the Indenture:

(g) any Principal Shortfall Reimbursement Amount,

(h) upfront payment or any termination payments received with respect to early termination

of a Synthetic Security received from the related Synthetic Security Counterparty;

(i) all amounts transferred from the Synthetic Security Collateral Account to the Principal
Collection Account as described below under "Security for the Notes-The Accounts-

Synthetic Security Collateral Account";

(j) all payments received in cash by the Issuer during such Due Period that represent call,

prepayment or redemption premiums;

(k) all payments of interest received to the extent that they represent accrued interest

purchased with Principal Proceeds;

(1) all yield maintenance payments received in cash by the Issuer during such Due Period;

(m) any proceeds from the issuance and sale of the Notes and Preference Shares that are

not applied to the acquisition of Underlying Assets prior to the Determination Date

preceding the First Distribution Date, including amounts on deposit in the Uninvested

Proceeds Account, and not deposited into the Expense Account on the Closing Date;
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(n) any proceeds from the liquidation of Underlying Assets received in cash by the Issuer
(excluding (1) all accrued interest received in cash by the Issuer and (2) the Disposition
Proceeds);

(o) any Disposition Proceeds on deposit in the Disposition Proceeds Account or Principal
Collection Account;

(p) any payment of capitalized interest on any Underlying Assets;

(q) any payment of accrued interest paid for with principal proceeds; and

(r) all other payments received in connection with the Underlying Assets and Eligible
Investments that are not included in Interest Proceeds; provided, that in no event shall
Principal Proceeds include the Excepted Property.

"Pure Private Asset-Backed Security" means any security that was not (i) issued pursuant to

an effective registration statement under the Securities Act or (ii) a privately placed security that is eligible
for resale under Rule 144A or Regulation S under the Securities Act.

"Qualifying Foreign Obligor" means a corporation, partnership, trust or other entity organized or

incorporated under the laws of an Eligible Country.

"Quarterly Asset Amount" means, with respect to any Distribution Date, the Net Outstanding

Underlying Asset Balance on the first day of the related Due Period.

"Rating Condition" means, with respect to any action taken or to be taken or any determination

made or to be made under the Indenture, a condition that is satisfied when each Rating Agency has

confirmed in writing to the Issuer, the Trustee and the Collateral Manager prior to such action or

determination that such action or determination will not resuit in the withdrawal, reduction or other

adverse action with respect to any then-current rating (including any shadow, private or confidential

rating) of any Class of Notes.

"Scheduled Periodic Offsetting Transaction Payment" means, with respect any Offsetting

Transaction, the fixed amounts scheduled to be paid by the Offsetting Transaction Counterparty to the

Issuer under such Offsetting Transaction, but excluding any termination payment in respect of such

Offsetting Transaction.

"Servicer" means, with respect to any issue of Asset-Backed Securities, the entity that, absent

any default, event of default or similar condition (however described), is primarily responsible for

managing, servicing, monitoring and otherwise administering the cash flows from which payments to

investors in such Asset-Backed Securities are made.

"SpecIal-Majority-in-Interest of Preference Shareholders" means, at any time, Preference

Shareholders whose aggregate Voting Percentages at such time exceed 66 2/3% of all Preference

Shareholders' Voting Percentages at such time.

"Step Down Bond" means a security which by the terms of the related Underlying Instrument

provides for a decrease, in the case of a fixed rate security, in the per annum interest rate on such

security or, in the case of a floating rate security, in the-spread over the applicable index or benchmark

rate, solely as a function of the passage of time; provided that a Step Down Bond shall not include any

such security providing for payment of a constant rate of interest at all times after the date of acquisition

by the Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by
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reference to the spread (in the case of a floating rate Step Down Bond) or coupon (in the case of a fixed

rate Step Down Bond) of a Step Down Bond, the spread or coupon on any date shall be deemed to be

the lowest spread or coupon, respectively, scheduled to apply to such Step Down Bond on or after such
date.

"Step Up Bond" means a security which by the terms of the related Underlying Instrument

provides for an increase, in the case of a fixed rate security, in the per annum interest rate on such
security or, in the case of a floating rate security, in the spread over the applicable index or benchmark

rate, solely as a function of the passage of time; provided that a Step Up Bond shall not include any such
security providing for payment of a constant rate of interest at all times after the date of acquisition by the

Issuer. In calculating the Weighted Average Spread and the Weighted Average Coupon by reference to

the spread (in the case of a floating Step Up Bond) or coupon (in the case of a fixed rate Step Up Bond)

of a Step Up Bond, the spread or coupon on any date shall be deemed to be the spread or coupon stated
to be payable in cash or in effect on such date.

"Underlying Instruments" means the indenture or other agreement pursuant to which an

Underlying Asset, Eligible Investment or Equity Security has been issued or created and each other

agreement that governs the terms of or secures the obligations represented by such Underlying Asset,

Eligible Investment or Equity Security or of which holders of such Underlying Asset, Eligible Investment or

Equity Security are the beneficiaries.

"Uninvested Proceeds" means, at any time on or prior to the Determination Date prior to the

First Distribution Date, the net proceeds received by the Issuer on the Closing Date from the initial

issuance of the Notes and Preference Shares and any principal collections on the Underlying Assets

received on or prior to the Closing Date, to the extent such proceeds have not theretofore been invested

in Underlying Assets or deposited in the Expense Account.

"Voting Percentage" of a Preference Shareholder at any time means the ratio (expressed as a

percentage) of such Preference Shareholder's Preference Shares outstanding to the aggregate
outstanding Preference Shares of all Preference Shareholders at such time.

"Written Down Security" means, as of any date of determination, any Underlying Asset that is

part of an issue as to which the aggregate par amount of the entire class and all other securities secured

by the same pool of collateral that rank senior in priority of payment to such class exceeds the aggregate

par amount (including reserved interest or other amounts available for overcollateralization) of all

collateral securing such issue (excluding defaulted collateral).

The Coverage Tests

The Coverage Tests applicable to a Class of Notes will be used primarily to determine whether

and to what extent Interest Proceeds may be used to pay interest on and dividends in respect of Classes

of Notes Subordinate to such Class and the Preference Shares and certain other expenses. The

"Coverage Tests" include the Class A/B Coverage Tests, the Class C Coverage Tests and the Class D
Coverage Tests.

In the event that either Class A/B Coverage Test is not satisfied on any Distribution Date, funds

that would otherwise be used to pay interest on the Class C Notes, the Class D Notes and the Class E
Notes and dividends on the Preference Shares and-certain other expenses must instead be used to pay

principal of, first, the Class A Notes and second, the Class B Notes, to the extent necessary to cause
each Class A/B Coverage Test to be satisfied.
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In the event that any Class C Coverage Test is not satisfied on any Distribution Date, funds that

would otherwise be used to pay interest on the Class D Notes and the Class E Notes and dividends on

the Preference Shares and certain other expenses must instead be used to pay principal of, first, the

Class A Notes, second, the Class B Notes and third, the Class C Notes, to the extent necessary to cause

each Class C Coverage Test to be satisfied.

In the event that any Class D Coverage Test is not satisfied on any Distribution Date, funds that

would otherwise be used to pay interest on the Class E Notes and dividends on the Preference Shares

and certain other expenses must instead be used to pay principal of, first, the Class A Notes, second, the

Class B Notes, third, the Class C Notes and fourth, the Class D Notes, to the extent necessary to cause

each Class D Coverage Test to be satisfied.

The "Class AIB Coverage Tests" will consist of the Class A/B Overcollateralization Test and the

Class A/B Interest Coverage Test. The "Class C Coverage Tests" will consist of the Class C

Overcollateralization Test and the Class C Interest Coverage Test. The "Class D Coverage Tests" will

consist of the Class D Overcollateralization Test and the Class D Interest Coverage Test.

The Overcollateralization Tests

The Class A/B Overcollateralization Test:

The "Class A/B Overcollateralization Ratio" is, as of any Measurement Date, the number

(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on

such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the

aggregate outstanding principal amount of the Class B Notes.

The "Class AIB Overcollateralization Test" will be satisfied on the Closing Date or a

Measurement Date on which any Class A Note or Class B Note remains outstanding if the Class A/B

Overcoilateralization Ratio on such Measurement Date is equal to or greater than 0%.

The Class C Overcollateralization Test:

The "Class C Overcollateralization Ratio" is, as of any Measurement Date, the number

(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on

such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the

aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal

amount of the Class C Notes, plus any outstanding Class C Deferred Interest.

The "Class C Overcollateralization Test" will be satisfied on the Closing Date or a

Measurement Date on which any Class A Note, Class B Note or Class C Note remains outstanding if the

Class C Overcollateralization Ratio on such Measurement Date is equal to or greater than 0%.

The Class D Overcollateralization Test:

The "Class D Overcollateralization Ratio" is, as of any Measurement Date, the number

(expressed as a percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on

such Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the

aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal

amount of the Class C Notes plus the aggregate principal amount of the Class D Notes, plus any

outstanding Class C Deferred Interest and plus any outstanding Class D Deferred Interest.
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The "Class D Overcollateralization Test" will be satisfied on the Closing Date or a
Measurement Date on which any Class A Note, Class B Note, Class C Note or Class D Note remains
outstanding if the Class D Overcollateralization Ratio on such Measurement Date is equal to or greater
than [%.

The Class E Diversion Test

The Class E Diversion Test determines whether Interest Proceeds may be applied, in accordance
with the Priority of Payments, to make payments that are subordinate to payments on the Class E Notes.
If the Class E Diversion Test is not passing on a Measurement Date then on the immediately following
Distribution Date, Interest Proceeds, to the extent available in accordance with the Priority of Payments,
will be applied to make principal payments on the Class E Notes.

The "Class E Diversion Ratio" is, as of any Measurement Date, the number (expressed as a
percentage) calculated by dividing (a) the Net Outstanding Underlying Asset Balance on such

Measurement Date by (b) the aggregate outstanding principal amount of the Class A Notes plus the

aggregate outstanding principal amount of the Class B Notes plus the aggregate outstanding principal
amount of the Class C Notes plus the aggregate principal amount of the Class D Notes plus the
aggregate principal amount of the Class E Notes, plus any outstanding Class C Deferred Interest plus
any outstanding Class D Deferred Interest and plus any outstanding Class E Deferred Interest.

The "Class E Diversion Test" will be satisfied on the Closing Date or a Measurement Date on

which any Class A Note, Class B Note, Class C Note, Class D Note or Class E Note remains outstanding
if the Class E Diversion Ratio on such Measurement Date is equal to or greater than []%.

The Interest Coverage Tests

The Interest Coverage Ratio with respect to the Class A Notes and Class B Notes (the "Class

A/B Interest Coverage Ratio"), the Class C Notes (the "Class C Interest Coverage Ratio") and the

Class D Notes (the "Class D Interest Coverage Ratio") as of any Measurement Date will be calculated
by dividing:

(a) (i) the sum of (A) the scheduled interest payments due (regardless of whether the due
date for any such interest payment has yet occurred) in the Due Period in which such
Measurement Date occurs on (1) the Underlying Assets and (2) any Eligible Investments
held in the Collection Accounts (whether such Eligible Investments were purchased with
Interest Proceeds or Principal Proceeds), (B) any fees actually received by the issuer
during such Due Period that constitute Interest Proceeds and (C) any earnings on Eligible
Investments in the Synthetic Security Collateral Account, constituting Interest Proceeds
.and received after the end of the related Collection Period and immediately prior to the
related Payment Date, (D) any amounts scheduled to be paid to the Issuer by an Interest
Rate Swap Counterparty under an Interest Rate Swap Agreement on the Distribution
Date relating to such Due Period, and (E) any Net Scheduled Periodic Offsetting
Transaction Payments payable to the Issuer minus (ii) the sum of the Interest Proceeds
scheduled to be paid pursuant to clauses (1) through (4) of the Interest Proceeds Priority
of Payments on the immediately succeeding Distribution Date; by

(b) an amount equal -to-(i)-in the case of the Class A/B Interest Coverage Ratio, the
scheduled interest on the Class A Notes and Class B Notes (including Defaulted Interest
thereon and accrued interest on such Defaulted Interest, if any) payable on the
immediately succeeding Distribution Date, (ii) in the case of the Class C Interest
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Coverage Ratio, the scheduled interest on the Class A Notes, Class B Notes and Class C
Notes (including Defaulted Interest and interest thereon, interest on Class C Deferred
Interest, if any, but excluding any Class C Deferred Interest) payable on the immediately
succeeding Distribution Date or (iii) in the case of the Class D Interest Coverage Ratio,
the scheduled interest on the Class A Notes, Class B Notes, Class C Notes and Class D
Notes (including Defaulted Interest and interest thereon, interest on Class C Deferred
Interest and interest on Class D Deferred Interest, if any, but excluding any Class C
Deferred Interest and Class D Deferred Interest) payable on the immediately succeeding
Distribution Date (or, if such Measurement Date coincides with a Distribution Date, on
such Distribution Date).

For the purpose of determining compliance with any Interest Coverage Test, there will be

excluded all scheduled payments of interest on or principal of Defaulted Securities and any payment,
including any amount payable to the Issuer by an Interest Rate Swap Counterparty, that will not be made

in cash or received when due, as determined by the Collateral Manager in its reasonable business

judgment. For purposes of calculating any Interest Coverage Ratio, (i) the expected interest income on

floating rate Underlying Assets and Eligible Investments and under any Interest Rate Swap Agreement

and the expected interest payable on the Notes will be calculated using the interest rates applicable

thereto on the applicable Measurement Date and (ii) accrued original issue discount on Eligible

Investments will be deemed to be a scheduled interest payment thereon due on the date such original
issue discount is scheduled to be paid.

The "Class AlB Interest Coverage Test" will be satisfied on the Closing Date or a Measurement

Date on which any Class A Note or Class B Note remains outstanding if the Class A/B Interest Coverage
Ratio as of such Measurement Date is equal to or greater than []%; provided, that the Class A/B Interest

Coverage Test will be deemed to be satisfied on the First Distribution Date.

The "Class C Interest Coverage Test" will be satisfied on the Closing Date or a Measurement

Date on which any Class A Note, Class B Note or Class C Note remains outstanding if the Class C

Interest Coverage Ratio as of such Measurement Date is equal to or greater than []%; provided, that the

Class C Interest Coverage Test will be deemed to be satisfied on the First Distribution Date.

The "Class D Interest Coverage Test" will be satisfied on the Closing Date or a Measurement
Date on which any Class A Note, Class B Note, Class C Note or Class D Note remains outstanding if the

Class D Interest Coverage Ratio as of such Measurement Date is equal to or greater than j]%; provided,
that the Class D Interest Coverage Test will be deemed to be satisfied on the First Distribution Date.

Mandatory Redemption

In the event that any of the Overcollateralization Tests (not including, for the avoidance of doubt,

the Class E Diversion Test) or the Interest Coverage Tests applicable to a Class of Notes is not satisfied

on a Determination Date related to any Distribution Date, then Interest Proceeds that would otherwise be

used to make payments in respect of interest on any Class of Notes Subordinate to that Class will be

used instead to redeem, first, each Class (if any) of Notes Senior to such Class of Notes (sequentially in

direct order of seniority) and, second, such Class of Notes, to the extent necessary to cause each

Coverage Test to be satisfied.

In addition, each Class of-Notes-will be subject to mandatory redemption from Principal Proceeds

available after payment of certain other amounts in accordance with the Priority of Payments on each

Distribution Date. Any such redemption from Interest Proceeds or Principal Proceeds will be applied to
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each outstanding Class of Notes sequentially in direct order of seniority and will otherwise be effected as
described above under "-Priority of Payments."

Optional Redemption

Subject to certain conditions described herein, the Issuer may redeem the Notes (such
redemption, an "Optional Redemption"), in whole but not in part, at the direction of the holders of at least

sixty-six and two-thirds percent (66 2/3%) of the Preference Shareholders at the applicable Redemption
Price therefor on any Distribution Date, provided that no such Optional Redemption may be effected prior

to the 0 Distribution Date. Any such Optional Redemption may only be effected on a Distribution Date at
the applicable Redemption Price and only from the Disposition Proceeds of all Collateral including the

Eligible Investments credited to the Accounts (other than that in the Interest Rate Swap Counterparty
Collateral Account and the Synthetic Security Issuer Account) on such Distribution Date. No Optional

Redemption may be effected, however, unless (i) all such Disposition Proceeds are used, in whole or in

part, to make such an Optional Redemption and (ii) such Disposition Proceeds (including the payment in

full to the Issuer of all amounts that can be withdrawn under the Investment Agreement) are at least equal

to the Redemption Amount.

Any Optional Redemption is subject to (i) the sale of the Collateral (other than the cash and

Eligible Investments referred to in clause (b) of this sentence) arranged by the Collateral Manager, on the

proposed Redemption Date, for a sale price in cash at least equal to (a) the Redemption Amount minus

(b) the balance of the cash and Eligible Investments in the Accounts (other than that in the [Interest Rate

Swap Counterparty Collateral Account and the] Synthetic Security Issuer Account) and (ii) the receipt by
the Trustee from the Collateral Manager of certification from the Collateral Manager that the sum so

received from the purchaser satisfies clause (1). Upon receipt by the Trustee of the certification referred

to in the preceding sentence, the Issuer shall take all actions necessary to sell, assign and transfer the

Collateral to the prospective purchaser upon payment in immediately available funds of the sum referred
to above and the Trustee shall release the Collateral from the lien of the Indenture. The Trustee shall

deposit such payment into the Collection Accounts. The Collateral Manager or an Affiliate thereof may be

the purchaser of the Collateral in accordance with the procedures set forth in the Management
Agreement.

Auction Call Redemption

In accordance with the procedures set forth in Schedule B to this Offering Circular (the "Auction

Procedures"), the Auction Agent shall, at the expense of the Issuer, conduct an auction (an "Auction") of
the Underlying Assets if, on or prior to the Distribution Date occurring in 0, the Notes have not been

redeemed in full and the holders of the Preference Shares have not directed an Optional Redemption of

the Notes. The Auction will be conducted not later than seven Business Days prior to (a) the Distribution

Date occurring in 0 (the "First Auction Call Date") and (b) if the Notes are not redeemed in full on such

Distribution Date, each subsequent Distribution Date occurring on or closest to any six-month anniversary
of the First Auction Call Date (each, a "Subsequent Auction Call Date" and, together with the First

Auction Call Date, each an "Auction Date"), until the Notes have been redeemed in full. Any of the
Collateral Manager (if it is not the Auction Agent), the Initial Purchaser, the Preference Shareholder or the

Trustee or any of their respective affiliates may, but will not be required to, bid at the Auction.

The Notes will be redeemable at the applicable Redemption Price and Preference Shares will be

redeemable at a price eqtial tonot less than the Minimum Preference Share Redemption Amount. The

Notes and Preference Shares will be redeemable from the Disposition Proceeds of all Collateral including

Eligible Investments credited to the Accounts (other than that in the [interest Rate Swap Counterparty
Collateral Account and the] Synthetic Security Issuer Account); provided that funds under clauses (a) and
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(b) are sufficient to pay in full (i) the Redemption Amount and (ii) the Minimum Preference Share
Redemption Amount The "Minimum Preference Share Redemption Amount" shall equal (i) the
aggregate liquidation preference of the Preference Shares minus (ii) the aggregate amount of all cash
distributions on the Preference Shares (whether in respect of dividends or redemption payments) made to
the Preference Share Paying Agent for distribution to the Preference Shareholders prior to the relevant
Auction Date. If an Auction Call Redemption is not completed on any Auction Date, the Auction Agent
shall carry out an Auction in accordance with the Auction Procedures on each subsequent Auction Date
until an Auction Call Redemption is completed successfully (the "Auction Call Redemption Date").

Pursuant to the Management Agreement, the Issuer has designated the Collateral Manager (in
such capacity, the "Auction Agent") as the Issuer's agent in connection with the sale of the Collateral in
connection with any Auction Call Redemption or if the Collateral Manager indicates its desire to bid on the
Underlying Assets, the Collateral Manager shall resign as Auction Agent and the Auction Agent for that
Auction may be the Initial Purchaser, an Affiliate of the Initial Purchaser or another unaffiliated third party
as successor Auction Agent.

The Issuer shall Dispose of and transfer the Underlying Assets to the highest bidder identified by
the Auction Agent (or to the highest bidder for each subpool) at the Auction and the Trustee shall release
the Collateral from the lien of the Indenture, as long as:

(a) the Auction has been conducted in accordance with the Auction Procedures, as
evidenced by a certification of the Auction Agent;

(b) the Auction Agent has received bids for the Underlying Assets (or for each of the related
subpools) from at least two prospective purchasers (including the winning bidder)
identified on a list of Qualified Bidders provided by the Auction Agent to the Trustee in
accordance with the Indenture; provided that each Qualified Bidder for the Synthetic
Securities shall have been approved by the relevant Synthetic Security Counterparty;
provided, further, that if the Auction Agent has not received bids for one or more
Synthetic Securities, the requirements of this clause may be satisfied by determining
required payments from or to the Issuer relating to the termination of such Synthetic
Securities and including such aggregate amount in the calculation of the Redemption
Amount,

(c) the Auction Agent certifies that the highest bids would result in the Disposition of the
Underlying Assets (or the related subpools) for a purchase price (paid in cash) that,
together with the balance of all Eligible Investments (Including the payment in full to the
Issuer of all amounts that can be withdrawn under the Investment Agreement) and cash
held by the Issuer (other than Eligible Investments and cash in the [Interest Rate Swap
Counterparty Collateral Account and the] Synthetic Security Issuer Account), will be at
least equal to the sum of (i) the Redemption Amount and (ii) the Minimum Preference
Share Redemption Amount' and

(d) the highest bidder (or the highest bidder for each subpool) enters into a vritten
agreement with the Issuer (which the Issuer will execute if the conditions set forth above
and in the Indenture are satisfied (such execution to constitute certification by the Issuer
that such conditions have been satisfied)) that obligates the highest bidder (or the highest
bidder for each subpool) to acquire all of the Underlying Assets (or the relevant subpool)
and provides for payment in full (in cash) of the price for any Underlying Asset that is not
a Synthetic Security and any amount due to the Issuer as a result of the assignment of
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the Synthetic Securities to the Trustee on or prior to the sixth Business Day following the
relevant Auction Date.

Provided that all of the conditions set forth in clauses (a) through (d) of the preceding paragraph
have been met, the Issuer will Dispose of and transfer the Underlying Assets (or the related subpool),
without representation, warranty or recourse, to such highest bidder identified by the Auction Agent (or
the highest bidder for each subpool, as the case may be) in accordance with and upon completion of the
Auction Procedures. The Issuer will deposit the purchase price for the Underlying Assets in the Collection
Accounts and, on the Distribution Date immediately following the relevant Auction Date, (i) pay the
Redemption Amount and (ii) make a payment to the Preference Share Paying Agent (that shall not be
less than the Minimum Preference Share Redemption Amount) for distribution to the holder of the
Preference Shares in an amount equal to the remainder of such Disposition Proceeds and cash in the

Collection Accounts (such redemption, the "Auction Call Redemption"). Notwithstanding the foregoing,
the holders of 100% of the aggregate outstanding principal amount of a Class of Notes may elect, in
connection with any Auction Call Redemption, to receive less than 100% of the Redemption Price that
would otherwise be payable to holders of such Class (and the Redemption Price shall be reduced by
such amount).

If any of the foregoing conditions is not met with respect to any Auction or if the highest bidder (or
the highest bidder for any subpool, as the case may be) fails to pay the purchase price before the sixth
Business Day following the relevant Auction Date, (a) the Auction Call Redemption will not occur on the
Distribution Date following the relevant Auction Date, (b) the Auction Agent will notify the Trustee and the
Trustee will give notice of the withdrawal, (c) subject to clause (d) below, the Trustee on behalf of the

Issuer will decline to consummate such sale and the Auction Agent will not solicit any further bids or

otherwise negotiate any further Disposition of Underlying Assets in relation to such Auction and (d) unless
the Notes are redeemed in full prior to the next succeeding Auction Date, the Auction Agent will conduct
another Auction on the next succeeding Auction Date.

The Notes may not be redeemed pursuant to an Auction Call Redemption unless, at least four
Business Days before the scheduled Redemption Date, the Collateral Manager shall have furnished to

the Trustee and any Interest Rate Swap Counterparty evidence, in form satisfactory to the Trustee, that
the Issuer has entered into a binding agreement or agreements with (or guaranteed by) a financial
institution or institutions (whose long-term unsecured debt obligations (other than such obligations whose

rating is based on the credit of a person other than such institution) have a credit rating from each Rating
Agency at least equal to the highest rating of the Notes then outstanding or whose short-term unsecured
debt obligations have a credit rating of at least "A-1" by Standard & Poor's and (if rated by Fitch) at least
"Fl" by Fitch and provided that in case such financial institution is the Collateral Manager no credit rating
is required) to sell, not later than the Business Day immediately preceding the scheduled Redemption
Date, in immediately available funds, all or part of the Underlying Assets at a sale price (including in such

price an amount equal to any accrued interest) which, together with the balance of the cash and Eligible

Investments in the Accounts (other than that in the [Interest Rate Swap Counterparty Collateral Account
and the] Synthetic Security Issuer Account), is at least equal to (i) the Redemption Amount and (ii) the

Minimum Preference Share Redemption Amount.

Clean-Up Call Redemption

At the direction of the Collateral Manager, the Notes will be subject to redemption by the Issuer,
in whole but not in part (a "Clean-Up Call Redemption"), at the applicable Redemption Price on any

Distribution Date which occurs on or after the Distribution Date on which the aggregate outstanding

principal amount of the Notes is less than or equal to [% of the original aggregate outstanding principal
amount of the Notes as of the Closing Date. Any such redemption may only be effected on a Distribution
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Date and only from the Disposition Proceeds of all Collateral including the Eligible Investments credited to
the Accounts (other than that in the Synthetic Security Issuer Account) and all Offsetting Transactions.

Any Clean-Up Call Redemption is subject to (a) the purchase of the Collateral (other than the
cash and Eligible Investments referred to in clause (ii) below) by the Collateral Manager or any of its
Affiliates from the Issuer, on the scheduled Redemption Date, for a purchase price in cash at least equal
to (i) the Redemption Amount minus (ii) the balance of the cash and Eligible Investments in the Accounts
(other than that in the Synthetic Security Issuer Account, but including the payment in full to the Issuer of
all amounts that can be withdrawn under the Investment Agreement) and (b) the receipt by the Trustee,
prior to such purchase, of the Collateral Managers certification that the sum so received satisfies clause
(a). Upon receipt by the Trustee of the Collateral Manager's certification, the Trustee and the Issuer shall
take all actions necessary to sell, assign and transfer the Collateral to the Collateral Manager or any of its
Affiliates upon payment in immediately available funds of the purchase price. The Trustee shall deposit
such payment into the Collection Accounts and apply the funds therein in accordance with the Priority of
Payments on such Redemption Date.

Tax Redemption

The Notes will be redeemable (such redemption, a "Tax Redemption"), in whole but not in part,
by the Issuer at the direction of a Majority-in-Interest of Preference Shareholders. Any such redemption
may only be effected on a Distribution Date at the applicable Redemption Price and only from the
Disposition Proceeds of all Collateral including the Eligible Investments credited to the Accounts (other
than that in the [Interest Rate Swap Counterparty Collateral Account and the] Synthetic Security Issuer
Account). No Tax Redemption may be effected, however, unless (i) all such Disposition Proceeds are
used, in whole or in part, to make such Tax Redemption, (ii) such Disposition Proceeds (including the
payment in full to the Issuer of all amounts that can be withdrawn under the Investment Agreement) are
sufficient to pay in full the Redemption Amount, (iii) a Tax Event shall have occurred and (iv) the Tax
Materiality Condition is satisfied.

A "Tax Event" will occur, whether or not as a result of any change in law or interpretation, if (a)
any obligor is required to deduct or withhold from any payment under any Underlying Asset to the Issuer
for or on account of any tax for whatever reason, whether or not as a result of any change in law or
interpretation, and such obligor is not required to pay to the Issuer such additional amount as is
necessary to ensure that the net amount actually received by the Issuer (free and clear of taxes, whether
assessed against such obligor or the Issuer) will equal the full amount that the Issuer would have
received had no such deduction or withholding occurred, (b) the Issuer or an Interest Rate Swap
Counterparty is required to deduct or withhold from any payment under any Interest Rate Swap
Agreement for or on account of any tax and the Issuer is obligated to pay gross-up amounts to the
relevant Interest Rate Swap Counterparty, or the relevant Interest Rate Swap Counterparty is not
obligated to pay the Issuer such additional amount as is necessary to ensure that the net amount actually
received by the Issuer (free and clear of taxes, whether assessed against such obligor or the Issuer) will
equal the full amount that the Issuer would have received had no such deduction or withholding occurred
or (c) any net income, profits or similar tax is imposed on the Issuer. The "Tax Materiality Condition"
will be satisfied during any 12-month period if any combination of Tax Events results, in aggregate, in a
payment, charge or tax burden to the Issuer in excess of U.S.$1,000,000.

Any Tax Redemption is subject to (a) the Disposition of the Collateral (other than the cash and
Eligible Investments referred to in clause (ii) below) arranged by the Collateral Manager, on the
scheduled Redemption Date, for a sale price in cash at least equal to (i) the Redemption Amount minus
(ii) the balance of Eligible Investments and cash in the Accounts (other than that in the [Interest Rate
Swap Counterparty Collateral Account and the] Synthetic Security Issuer Account), and (b) the receipt by
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the Trustee of certification from the Collateral Manager that the sum so received from the purchaser
satisfies clause (a). Upon receipt by the Trustee of the Collateral Managers certification, the Issuer shall

take all actions necessary to sell, assign and transfer the Collateral to the prospective purchaser upon

payment in immediately available funds of the sum referred to above and the Trustee shall release the

Collateral from the lien of the Indenture. The Collateral Manager or an Affiliate of the Collateral Manager

may purchase the Collateral. The Trustee shall deposit such payment into the Collection Accounts.

Redemption Price and Redemption Amount

The amount payable in connection with an Auction Call Redemption, Optional Redemption,
Clean-Up Call Redemption or Tax Redemption of any Note will be an amount equal to (a) the aggregate

outstanding principal amount of such Note being redeemed, plus (b) the accrued and unpaid interest

thereon (including Defaulted Interest and Deferred Interest and interest thereon, if any) (the "Redemption
Price").

"Redemption Amount" means, with respect to an Auction Call Redemption, Optional

Redemption, Clean-Up Call Redemption or Tax Redemption, an amount equal to the sum of (i) the

Redemption Price in respect of all Notes and (ii) all unpaid administrative expenses (including
indemnities) and fees then due and payable of the issuers, including any termination payments payable

by the Issuer under any Interest Rate Swap Agreement and the Synthetic Securities, the Management

Fee due to the Collateral Manager and, with respect to an Auction Call Redemption, fees and expenses

of the Auction Agent.

Redemption Procedures

Notice of any Auction Call Redemption, Optional Redemption, Clean-Up Call Redemption or Tax

Redemption will be given by first-class mail, postage prepaid, mailed not less than ten days and not more

than 30 days prior to the date scheduled for redemption (with respect to such Auction Call Redemption,

Optional Redemption, Clean-Up Call Redemption or Tax Redemption, the "Redemption Date"), to DTC,
to the registered holders of the Regulation S Global Notes by delivery of the relevant notice to Euroclear

and Clearstream for communication by them to entitled accountholders and to each holder of Preference

Shares at such holder's address in the Note Register or, in the case of the Preference Shares, the

register of Preference Shares maintained under the Preference Share Paying Agency Agreement (the

"Share Register"), any Interest Rate Swap Counterparty, each Synthetic Security Counterparty, the Initial

Investment Agreement Provider and to each Rating Agency. The Trustee will also give notice thereof to

the Company Announcements Office of the Irish Stock Exchange. Notes must be surrendered at the

offices of a Paying Agent under the Indenture in order to receive the applicable Redemption Price, unless

the holder provides (a) an undertaking to surrender such Note thereafter and (b) in the case of a holder

that is not a Qualified Institutional Buyer, such security or indemnity as may be required by the Issuers or

the Trustee.

Any notice of redemption may be withdrawn by the Issuer up to the fifth Business Day prior to the

scheduled Redemption Date by written notice to the Trustee, any Interest Rate Swap Counterparty, each

Synthetic Security Counterparty, the Initial Investment Agreement Provider and the Collateral Manager;
provided that such notice is effective only if the Disposition Proceeds and the Collateral Manager

certificates (if any) required to be delivered to the Trustee with respect to an Auction Call Redemption,
Optional Redemption, Tax Redemption or Clean-Up Call Redemption have not been delivered to the

Trustee by such date in form satisfactory to the Trustee. Notice of any such withdrawal shall be given by

the Trustee to DTC, to the registered holders of the Regulation S Global Notes by delivery of the relevant

notice to Euroclear and Clearstream for communication by them to entitled accountholders and to each

holder of Preference Shares at such holder's address in the Share Register.
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Cancellation

All Notes that are redeemed or paid and surrendered for cancellation as described herein will

forthwith be canceled and may not be reissued or resold.

Form, Denomination, Registration and Transfer

General

(1) The Notes which will be offered by the Initial Purchaser to persons that are not U.S.

Persons and outside the United States will initially be represented by one or more Temporary Regulation

S Global Notes in definitive, fully registered form, without interest coupons attached, deposited with the

Trustee as custodian for, and registered in the name of, DTC or its nominee, initially for the accounts of

Euroclear and Clearstream. On the 40th day after which all of the Notes of any Class have been sold to

investors other than the Initial Purchaser or its Affiliates, and subject to the receipt by the Trustee of a

certificate in the form provided by the Indenture from the person holding such interest, a beneficial

interest in a Class of Temporary Regulation S Global Notes may be exchanged for an interest in a

Permanent Regulation S Global Note of such Class in fully registered form without coupons in an amount

equal to the aggregate principal amount of such interest in the Temporary Regulation S Global Note.

During the Distribution Compliance Period, beneficial Interests in a Regulation S Global Note may be held

only through Euroclear and Clearstream. By acquisition of a beneficial interest in a Regulation S Global

Note, any purchaser thereof will be deemed to represent that it is not a U.S. Person and that, if in the

future it decides to transfer such beneficial interest, it will transfer such interest only (x) to a non-U.S.

Person in an offshore transaction in accordance with Regulation S, or (y) to a person who takes delivery

in the form of a Restricted Note. Beneficial interests in each Regulation S Note will be shown on, and

transfers thereof will be effected only through, records maintained by DTC and its direct and indirect

participants, including Euroclear and Clearstream.

(2) The Notes which will be offered by the Initial Purchaser in reliance upon an exemption

from the registration requirements of the Securities Act (a) under Section 4(2) of the Securities Act or (b)

pursuant to Rule 144A will be represented by one or more Restricted Global Notes in fully registered

form, without interest coupons attached, deposited with the Trustee as custodian for, and registered in the

name of, DTC or its nominee. By acquisition of a beneficial interest in a Restricted Note, any purchaser

thereof will be deemed to represent that it is a U.S. Person and that, if in the future it decides to transfer

such beneficial interest, it will transfer such interest only (a) to a Qualified institutional Buyer that is a

Qualified Purchaser, or (b) to a non-U.S. Person in an offshore transaction in accordance with Regulation

S. Restricted Notes may not be transferred to non-U.S. Persons except in the form of a Regulation S

Note. Interests in Restricted Global Notes will be shown on, and transfers thereof will be effected only

through, records maintained by DTC and its direct and indirect participants.

(3) The Notes are subject to the restrictions on transfer set forth herein under "Transfer

Restrictions."

(4) Owners of beneficial interests in Regulation S Global Notes and Restricted Global Notes

will be entitled or required, as the case may be, under certain limited circumstances described below, to

receive physical delivery of certificated Notes (either a "Restricted Definitive Note" or a "Regulation S

Definitive Note" and collectively, "Definitive Notes") in fully registered, definitive form. No owner of an

interest in a Regulation S Global Note will be entitled to receive a Definitive Note (a) until after the

expiration of the Distribution Compliance Period and (b) unless (i) for a person other than a distributor (as

defined in Regulation S), such person provides certification that the Definitive Note will be owned by a

person that is not a U.S. Person (as defined in Regulation S) or (ii) for a person that is a U.S. Person,
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such person provides certification that any interest in such Definitive Note was purchased in a transaction
that did not require registration under the Securities Act and that such person is a Qualified Purchaser.
The Notes are not issuable in bearer form.

(5) Pursuant to the Indenture, the Trustee has been appointed and will serve as the registrar
of the Notes (the "Note Registrar") and will provide for the registration of the Notes and the registration of
transfers of Notes in the register maintained by it (the "Note Register"). The Trustee has been appointed
as a transfer agent with respect to the Notes (in such capacity, a "Transfer Agent").

(6) The Notes (or interests therein) will be issuable in minimum denominations of
U.S.$500,000 and in integral multiples of U.S.$1,000 in excess thereof.

Global Notes

(1) So long as the depositary for a Global Note, or its nominee, is the registered holder of

such Global Note, such depositary or such nominee, as the case may be, will be considered the absolute
owner or holder of such Regulation S Note or Restricted Note, as the case may be, represented by such

Global Note for all purposes under the Indenture and the Notes and members of, or participants in, the
depositary (the "Participants"), as well as any other persons on whose behalf Participants may act
(including Euroclear and Clearstream and account holders and participants therein), will have no rights

under the indenture or under a Note. Owners of beneficial Interests in a Global Note will not be

considered to be the owners or holders of any Note under the Indenture or the Notes. In addition, no

beneficial owner of an interest in a Global Note will be able to exchange or transfer that interest, except in

accordance with the applicable procedures of the depositary and (in the case of a Regulation S Global
Note) Euroclear or Clearstream (in addition to those under the Indenture), in each case to the extent

applicable (the "Applicable Procedures").

(2) Investors may hold their interests in a Regulation S Global Note directly through

Eurociear or Clearstream, if they are participants in such systems, or indirectly through organizations
which are participants in such systems. After the Distribution Compliance Period (but not earlier),

investors may also hold such interests other than through Euroclear or Clearstream. Euroclear and

Clearstream will hold interests in Regulation S Global Notes on behalf of their participants through
customers' securities accounts in their respective names on the books of their respective depositaries,
which in turn will hold such interests in such Regulation S Notes in customers' securities accounts in the
depositaries' names on the books of DTC. Investors may hold their interests in a Restricted Global Note

directly through DTC, if they are participants in such system, or indirectly through organizations which are
participants in such system.

(3) Payments of the principal of, and interest on, an individual Global Note registered in the

name of a depositary or its nominee will be made to the depositary or its nominee, as the case may be,
as the registered owner of the Global Note. None of the Issuer, the Trustee, the Note Registrar or any

Paying Agent will have any responsibility or liability for any aspect of the records relating to or payments

made on account of beneficial ownership interests in Global Notes or for maintaining, supervising or

reviewing any records relating to such beneficial ownership interests.

(4) With respect to the Global Notes, the Issuer expects that the depositary for any Global
Note or its nominee, upon receipt of any payment of principal of or interest on such Global Note, will
credit the accounts of Participants with payments in amounts proportionate to their respective beneficial

interests in the principal amount of such Global Note as shown on the records of the depositary or its

nominee. The Issuer also expects that payments by Participants to owners of beneficial interests in such
Global Note held through such Participants will be govemed by standing instructions and customary
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practices, as is now the case with securities held for the accounts of customers registered in the name of
nominees for such customers. Such payments will be the responsibility of such Participants.

Definitive Notes

Interests in a Regulation S Note or a Restricted Note represented by a Global Note will be

exchangeable or transferable, as the case may be, for a Regulation S Note or a Restricted Note,

respectively, that is a Definitive Note if (a) DTC notifies the Issuer that it is unwilling or unable to continue

as depositary for such Note, (b) DTC ceases to be a "Clearing Agency" registered under the Exchange

Act, and a successor depositary is not appointed by the Issuer within 90 days, (c) the transferee of an

interest in such Global Note is required by law to take physical delivery of securities in definitive form, (d)
any Regulation S Global Note becomes immediately due and payable following an Event of Default under

the Indenture, (e) DTC, Euroclear or Clearstream is closed for business for a continuous period of 14

days (other than by reason of holiday), (f) DTC, Euroclear or Clearstream announces an intention

permanently to cease business and no alternative clearance system satisfactory to the Issuer is available,

(g) as a result of any amendment to, or change in, the laws or regulations of the Cayman Islands or of

any authority therein or thereof having power to tax or in the interpretation or administration of such laws

or regulations which becomes effective on or after the Closing Date, the Issuer or any Paying Agent is or

will be required to make any deduction or withholding from any payment in respect of the Notes which

would not be required were the Notes in definitive form or (h) the Issuer so elects by notice to the holders

of the Notes, and DTC, Euroclear and/or Clearstream, as the case may be, do not object. Upon the

occurrence of any of the events described in the preceding sentence, the Issuer will cause Definitive

Notes bearing an appropriate legend (a "Legend") regarding restrictions on transfer to be delivered.

Upon the transfer, exchange or replacement of Definitive Notes bearing a Legend, or upon specific

request for removal of a Legend on a Note, the Issuers shall deliver through the Trustee or any Paying

Agent to the holder and the transferee, as applicable, one or more Definitive Notes in certificated form

corresponding to the principal amount of Definitive Notes surrendered for transfer, exchange or

replacement that bear such Legend, or will refuse to remove such Legend, as the case may be, unless

there is delivered to the Issuer such satisfactory evidence, which may include an opinion of U.S. counsel,
as may reasonably be required by the Issuer that neither the Legend nor the restrictions on transfer set

forth therein is required to ensure compliance with the provisions of the Securities Act or the Investment

Company Act. Definitive Notes will be exchangeable or transferable for interests in other Definitive Notes
as described below.

Transfer and Exchange of Global Notes

(1) Transfer of a Regulation S Note (or any interest therein) to a transferee who takes

delivery of such Note (or interest therein) in the form of a Restricted Note (or any interest therein) may be

made before or after the end of the Distribution Compliance Period, in accordance with the Applicable

Procedures (in the case of Global Notes) and upon receipt by the Trustee, the Issuers and the Note

Registrar of a transfer certificate in the form provided in the Indenture to the effect that, among other
things, such transfer is being made (a) to a person whom the transferor reasonably believes is a Qualified

Institutional Buyer, acquiring such Notes (or any interest therein) for its own account and to whom notice

is given that the resale, pledge or other transfer is being made in reliance on the exemption from the

registration requirements of the Securities Act provided by Rule 144A and a Qualified Purchaser, and (b)
in accordance with any applicable securities laws of any state of the United States and any other relevant

jurisdiction and from the transferee in the form provided for in the Indenture. An exchange or transfer of a

Note represented by a Definitive Note to a transferee who takes delivery of such Note in the form of a

Restricted Global Note may be made after the receipt by the Note Registrar or Transfer Agent, as the
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case may be, of the Definitive Notes to be so exchanged or transferred and upon receipt by the Trustee
and the Issuers of a transfer certificate in the form provided in the Indenture.

An owner of a beneficial interest in a Regulation S Global Note may transfer such interest in the
form of a beneficial interest in such Regulation S Global Note without the provision of written certification,
provided that such transfer is not made to a U.S. Person or for the account or benefit of a U.S. Person
and is effected, prior to the expiration of the Distribution Compliance Period, through Euroclear or
Clearstream or, after the expiration of the Distribution Compliance Period, through a clearing system
other than Euroclear or Clearstream, in an offshore transaction as required by Regulation S.

(2) Transfer of a Restricted Note (or any interest therein) to a transferee who takes delivery
of such Note (or interest therein) in the form of a Regulation S Note will be made only in accordance with
the Applicable Procedures (in the case of Global Notes) and upon receipt by the Trustee, the Issuers and
the Note Registrar of a transfer certificate in the form provided in the Indenture to the effect that such
transfer is being made to a non-U.S. Person in an offshore transaction (within the meaning of Regulation
S) in accordance with Rule 904 of Regulation S. An exchange or transfer of a Note represented by a
Definitive Note to a transferee who takes delivery of such Note in the form of a Regulation S Global Note
may be made after the receipt by the Note Registrar or Transfer Agent, as the case may be, of the
Definitive Notes to be so exchanged or transferred and upon receipt by the Trustee and the Issuers of a
transfer certificate in the form provided in the Indenture.

An owner of a beneficial interest in a Restricted Global Note may transfer such interest in the
form of a beneficial interest in such Restricted Global Note without the provision of written certification if
the transferee is a Qualified Institutional Buyer and a Qualified Purchaser.

(3) Transfers between Participants in DTC will be effected in the ordinary way in accordance
with the Applicable Procedures and will be settled in immediately available funds. Transfers between
participants in Euroclear and Clearstream will be effected in the ordinary way in accordance with their
respective rules and operating procedures.

(4) Notes in the form of Definitive Notes may be exchanged or transferred in whole or in part
in the principal amount of authorized denominations by surrendering such Definitive Notes at the office of
the Note Registrar or any Transfer Agent with a transfer certificate in the form provided in the Indenture.
In addition, if the Definitive Notes being exchanged or transferred contain a Legend, additional
certifications to the effect that such exchange or transfer is in compliance with the restrictions contained in
such Legend may be required. With respect to any transfer of a portion of a Definitive Note, the
transferor will be entitled to receive, at any aforesaid office, a new Definitive Note representing the
principal amount retained by the transferor after giving effect to such transfer. Definitive Notes issued
upon any such exchange or transfer (whether in whole or in part) will be made available at the office of
the applicable Transfer Agent

(5) For so long as any of the Notes are listed on the Irish Stock Exchange and the rules of
such exchange shall so require, the Issuers will have a paying agent for such Notes in Ireland and
payments on and transfers or exchanges of Interests in such Notes may be effected through the Irish
Paying Agent. If the Irish Paying Agent is replaced at any time during such period, notice of the
appointment of any replacement will be given to the Company Announcements Office of the Irish Stock
Exchange.

(6) No service charge will be made for exchange or registration of transfer of any Note but
the Trustee may require payment of a sum sufficient to cover any tax or governmental charge payable in
connection therewith and expenses of delivery (if any) not made by regular mail.
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(7) Definitive Notes issued upon any exchange or registration of transfer of Notes will be

valid obligations of the Issuers, evidencing the same debt, and entitled to the same benefits, as the

Definitive Notes surrendered upon exchange or registration of transfer.

(8) The Trustee will effect transfers of Global Notes and, along with the Transfer Agents, will

effect exchanges and transfers of Definitive Notes. In addition, the Note Registrar will keep in the Note

Register records of the ownership, exchange and transfer of any Note in definitive form.

(9) The laws of some states require that certain persons take physical delivery of securities

in definitive form. Consequently, any transfer of beneficial interests in a Note represented by a Global

Note to such persons may require that such interests in a Global Note be exchanged for Definitive Notes.

Because DTC can only act on behalf of Participants, which in turn act on behalf of indirect Participants

and certain banks, the ability of a person having a beneficial interest in a Global Note to pledge such

interest to persons or entities that do not participate in the DTC system, or otherwise take actions in

respect of such interest, may require that such interest in a Global Note be exchanged for Definitive.

Notes. Interests in a Global Note will be exchangeable for Definitive Notes only as described above.

(10) Subject to compliance with the transfer restrictions applicable to the Notes described

above and under "Transfer Restrictions," cross-market transfers between DTC, on the one hand, and

directly or indirectly through Euroclear or Clearstream participants, on the other, will be effected in DTC in

accordance with DTC rules on behalf of Euroclear or Clearstream, as the case may be, by its respective

depositary; however, such cross-market transactions will require delivery of instructions to Euroclear or

Clearstream, as the case may be, by the counterparty in such system in accordance with its rules and

procedures and within its established deadlines (Brussels time). Euroclear or Clearstream, as the case

may be, will, if the transaction meets its settlement requirements, deliver instructions to its respective

depositary to take action to effect final settlement on its behalf by delivering or receiving interests in a

Regulation S Global Note in DTC and making or receiving payment in accordance with normal

procedures for same-day funds settlement applicable to DTC. Clearstream participants and Euroclear

participants may not deliver instructions directly to the depositaries of Euroclear or Clearstream,
respectively.

(11) Because of time zone differences, cash received in Euroclear or Clearstream as a result

of sales of interests in a Regulation S Global Note by or through a Euroclear or Clearstream participant to

a DTC participant will be received with value on the DTC settlement date but will be available in the

relevant Euroclear or Clearstream cash account only as of the business day following settlement in DTC.

(12) DTC has advised the Issuers that it will take any action permitted to be taken by a holder

of Notes (including, without limitation, the presentation of Notes for exchange as described above) only at

the direction of one or more Participants to whose account the DTC interests in the Global Notes are

credited and only in respect of such portion of the aggregate principal amount of the Notes as to which

such Participant or Participants has or have given such direction. However, if there is an Event of Default

under the Notes, DTC will exchange the Global Notes for Definitive Notes, legended as appropriate,

which it will distribute to its Participants.

(13) DTC has advised the Issuers as follows: DTC is a limited-purpose trust company

organized under the New York Banking Law, a "banking organization" within the meaning of the New

York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning

of the New York Uniform Commercial Code and a "clearing agency" registered pursuant to the provisions

of Section 17A of the Exchange Act. DTC was created to hold securities for its Participants and facilitate

the clearance and settlement of securities transactions between Participants through electronic book-

entry changes in accounts of its Participants, thereby eliminating the need for physical movement of
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certificates. Participants include securities brokers and dealers, banks, trust companies and clearing
corporations and may include certain other organizations. Indirect access to the DTC system is available
to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with a participant, either directly or indirectly ("indirect participants").

(14) Although DTC, Euroclear and Clearstream have agreed to the foregoing procedures in
order to facilitate transfers of interests in Global Notes among participants of DTC, Euroclear and
Clearstream, they are under no obligation to perform or continue to perform such procedures, and such
procedures may be discontinued at any time. None of the Issuer, the Co-Issuer and the Trustee will have
any responsibility for the performance by DTC, Euroclear or Clearstream or their respective Participants
or indirect participants of their respective obligations under the rules and procedures governing their
operations.

(15) The Issuer may impose additional transfer restrictions to comply with the USA PATRIOT
Act, or any similar laws or regulations to the extent they are applicable to the Issuer, and each holder of
Securities will be required to comply with such transfer restrictions.

Preference Shares

The Preference Shares will be issued in fully registered, definitive form, registered in the name of
the legal owner thereof (or a nominee acting on behalf of the disclosed legal owner thereof). No
Preference Share may be transferred except in accordance with the terms set forth in the Issuer Charter
and the Preference Share Paying Agency Agreement.

No Gross-Up

All payments made by the Issuer under the Notes will be made without any deduction or
withholding for or on the account of any tax unless such deduction or withholding is required by applicable
law. as modified by the practice of any relevant governmental revenue authority, then in effect. If the
Issuer is so required to deduct or withhold, then the Issuer will not be obligated to pay any additional
amounts in respect of such withholding or deduction.

The Indenture

The following summary describes certain provisions of the Indenture. The summary does not
purport to be complete and is subject to, and qualified in its entirety by reference to, the provisions of the
Indenture.

Events of Default

An "Event of Default" is defined in the Indenture as:

(a) a default on any Distribution Date in the payment of any interest accrued during the
Interest Period immediately preceding such Distribution Date (i) on any Class A Note or
Class B Note, (ii) if there are no Class A Notes or Class B Notes outstanding, on any
Class C Note, (iii) if there are no Class A Notes, Class B Notes or Class C Notes
outstanding, on any Class D Note or (iv) if there are no Class A Notes, Class B Notes,
Class C Notes, or Class D Notes outstanding, on any Class E Note, when the same
becomes due and payable, in each case which default continues for a period of three
Business Days (or, in the case of a failure to make such payment resulting, as certified in
writing by the Trustee, solely from an administrative error or omission by the Trustee, the
Administrator, any Paying Agent or the Note Registrar, seven days);
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(b) a default in the payment of principal of any Note at its Stated Maturity or Redemption
Date or, in the case of a failure to make such payment resulting solely from an
administrative error or omission by the Administrator, the Trustee, any Paying Agent or
the Note Registrar which continues for a period of seven days;

(c) the failure on any Distribution Date to disburse amounts (other than a default in payment
described in clause (a) or (b) above) available in the Interest Collection Account or
Principal Collection Account in accordance with the order of priority set forth above under
"-Priority of Payments", which failure continues for a period of two Business Days or, in
the case of a failure resulting solely from an administrative error or omission by the
Trustee, the Administrator, any Paying Agent or the Note Registrar, which failure
continues for a period of seven days;

(d) either of the Issuers becomes an investment company required to be registered under
the Investment Company Act;

(e) a default in the performance, or breach, of any other covenant or other agreement (other
than any covenant to meet the Collateral Quality Tests or the Coverage Tests) of the
Issuer or the Co-Issuer under the Indenture or any representation or warranty of the
Issuer or the Co-Issuer made in the Indenture or in any certificate or other writing
delivered pursuant thereto or in connection therewith proves to be incorrect in any
material respect when made, and the continuation of such default or breach for a period
of 30 days (or, if such default or breach has an adverse effect on the validity, perfection
or priority of the security interest granted under the Indenture, 15 days) after any of the
Issuer, the Co-Issuer or the Collateral Manager has actual knowledge thereof or after
notice thereof to the Issuer and the Collateral Manager by the Trustee or to the Issuer,
the Collateral Manager and the Trustee by the holders of at least 50% in aggregate
outstanding principal amouni of Notes of the Controlling Class;

(f) certain events of bankruptcy, insolvency, receivership or reorganization of either of the
Issuers (as set forth in the Indenture); or

(g) one or more final judgments being rendered against either of the Issuers that exceed, in
the aggregate, U.S.$1,000,000 (or such lesser amount as each Rating Agency may
specify) and which remain unstayed, undischarged and unsatisfied for 30 days after such
judgment(s) becomes nonappealable, unless adequate funds have been reserved or set
aside for the payment thereof.

If either of the Issuers obtains knowledge, or has reason to believe, that an Event of Default has
occurred and is continuing, such Co-Issuer is obligated to promptly notify the Trustee, the Preference
Share Paying Agent, the Collateral Manager, the Noteholders, any Interest Rate Swap Counterparty, the.
Synthetic Security Counterparty, the Initial Investment Agreement Provider, the other of the Issuers and
each Rating Agency of such Event of Default in writing.

If an Event of Default occurs and is continuing (other than an Event of Default described in clause
(f) under "Events of Default" above), the Trustee (at the direction of the holders of a majority in aggregate
outstanding principal amount of the Controlling Class) by notice to the Issuers, or holders of a majority in
aggregate outstanding principal amount of the Controlling Class by notice to the Issuers and the Trustee,
may declare the principal of and accrued and unpaid interest on all of the Notes to be immediately due
and payable. If an Event of Default described in clause (f) above under "Events of Default" occurs, such
an acceleration will occur automatically and without any further action. Notwithstanding the foregoing, if
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the sole Event of Default is an Event of Default described in clause (a) or clause (b) above under "Events
of Default" with respect to a default in the payment of any principal of or interest on the Notes of a Class
other than the Controlling Class, neither the Trustee nor the holders of such non-Controlling Class will
have the right to declare such principal and other amounts to be immediately due and payable. Any
declaration of acceleration may under certain circumstances be rescinded by the holders of at least a

majority in aggregate outstanding principal amount of Notes of the Controlling Class. The "Controlling
Class" will be the Class A Notes or, if there are no Class A Notes outstanding, the Class B Notes or, if
there are no Class A Notes or Class B Notes outstanding, the Class C Notes or, if there are no Class A
Notes, Class B Notes or Class C Notes outstanding, the Class D Notes or, if there are no Class A Notes,
Class B Notes, Class C Notes or Class D Notes outstanding, the Class E Notes.

If an Event of Default occurs and is continuing when any Note is outstanding, the Trustee will

retain the Collateral intact and collect all payments In respect of the Collateral and continue making
payments in the manner described under "-Priority of Payments" unless:

(a) the Trustee, or an independent investment banking firm of national reputation selected by
the Trustee at the expense of the Issuer, determines that the anticipated net proceeds of
a sale or liquidation of such Collateral would be sufficient to discharge in full the amounts
then due and unpaid on the Notes and certain administrative expenses (including any
amounts due to the Collateral Manager and any Interest Rate Swap Counterparty) in
accordance with the Priority of Payments and the holders of a majority in aggregate
outstanding principal amount of the Controlling Class agree with such determination; or

(b) the holders of at least 66 2/3% in aggregate outstanding principal amount of each Class
of the Notes voting as a separate Class (and (i) any Interest Rate Swap Counterparty,
unless no early termination payment would be owing by the Issuer to the relevant Interest
Rate Swap Counterparty or it will be paid in full all amounts ow&,ing to it by the issuer and
(ii) the Synthetic Security Counterparty, unless no payment would be owing by the Issuer
to the Synthetic Security Counterparty or it will be paid in full all amounts owing to it by
the Issuer) direct, subject to the provisions of the Indenture, the sale of the Collateral.

If an Event of Default occurs and is continuing and either condition (a) or condition (b) above is

satisfied, the Trustee will liquidate the Collateral, including the termination or novation of the Synthetic
Securities, and terminate any Interest Rate Swap Agreement and, on the second Business Day (the
"Accelerated Maturity Date") following the Business Day on which the Trustee notifies the Issuer, the
Collateral Manager and each Rating Agency that such liquidation and such termination is completed,

apply the proceeds thereof, net of reasonable costs of collection and enforcement, in accordance with the
Priority of Payments described above under "Priority of Payments-Interest Proceeds" and "Priority of
Payments-Principal Proceeds." The Accelerated Maturity Date will be treated as a Distribution Date.

The holders of a majority in aggregate outstanding principal amount of Notes of the Controlling
Class will have the right to direct the Trustee in the conduct of any proceedings for any remedy available
to the Trustee, provided that (a) such direction will not conflict with any rule of law or the Indenture; (b) the

Trustee may take any other action not inconsistent with such direction (and the Trustee need not take any

action whether pursuant to direction from the Controlling Class or otherwise that it determines might
involve it in liability unless it has received indemnity against such liability as set forth in (c)); (c) the
Trustee has been provided with indemnity satisfactory to it; and (d) any direction to undertake a sale of
the Collateral may be made only as described in the preceding paragraph.

Pursuant to the Indenture, as security for the payment by the Issuer of the compensation and
expenses of the Trustee and any sums the Trustee may be entitled to receive as indemnification by the
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Issuer, the Issuer will grant the Trustee a lien on the Collateral, which lien is senior to the lien of the
Secured Parties. The Trustee's lien will be exercisable by the Trustee only if the Notes have been
declared due and payable following an Event of Default and such acceleration has not been rescinded or
annulled.

Subject to the provisions of the Indenture relating to the duties of the Trustee, in case an Event of
Default occurs and is continuing, the Trustee will be under no obligation to exercise any of the rights or
powers under the Indenture at the request of any holders of any of the Notes, unless such holders have
offered to the Trustee reasonable security or indemnity.

The holders of a majority in aggregate outstanding principal amount of Notes of the Controlling
Class, acting together with each Synthetic Security Counterparty, may, prior to the time a judgment or
decree for the payment of money due has been obtained by the Trustee, waive any past default on behalf
of the holders of all the Notes and its consequences, except a default in the payment of the principal of
any Note or in the payment of interest (including any Deferred Interest, Defaulted Interest or interest
thereon) on the Class A Notes or, after the Class A Notes have been paid in full, the Class B Notes or,
after the Class B Notes have been paid in full, the Class C Notes, after the Class C Notes have been paid
in full, the Class D Notes, or after the Class D Notes are paid in full, the Class E Notes, or in respect of a
provision of the Indenture that cannot be modified or amended without the waiver or consent of the holder
of each outstanding Note affected thereby or arising as a result of an Event of Default described in clause
(d) above under "Events of Default." Notwithstanding any such grant of a waiver, an Interest Rate Swap
Counterparty may rescind such waiver by notice to the Trustee, the Collateral Manager, each Synthetic
Security Counterparty and the holders of the Controlling Class of Notes (given within five Business Days
after receipt of notice of such waiver) if the relevant Interest Rate Swap Counterparty delivers a
certification to the effect that such waiver will have a material and adverse effect on such Interest Rate
Swap Counterparty.

No holder of a Note will have the right to institute any proceeding with respect to the Indenture
unless (a) such holder previously has given to the Trustee written notice of an Event of Default, (b) except
in certain cases of a default in the payment of principal or interest, the holders of at least 50% in
aggregate outstanding principal amount of the Notes of the Controlling Class have made a written request
upon the Trustee to institute such proceedings in its own name as Trustee and such holders have offered
the Trustee reasonable indemnity, (c) the Trustee has for 30 days failed to institute any such proceeding
and (d) no direction inconsistent with such written request has been given to the Trustee during such 30-
day period by the holders of a majority in aggregate outstanding principal amount of the Notes of the
Controlling Class.

In determining whether the holders of the requisite percentage of Notes or requisite percentage in
Interest of Preference Shareholders have given any direction, notice or consent, (a) Notes owned by the
Issuer, the Co-Issuer or any affiliate thereof shall be disregarded and deemed not to be outstanding and
(b) in relation to any assignment or termination of the Management Agreement (including the exercise of
any right to remove the Collateral Manager or terminate the Management Agreement) or any amendment
or other modification of the Management Agreement or the Indenture increasing the rights or decreasing
the obligations of the Collateral Manager, Collateral Manager Securities shall be disregarded and deemed
not to be outstanding. Collateral Manager Securities shall be disregarded and deemed not to be
outstanding for purposes of determining whether holders of the requisite percentage in interest of
Preference Shares have approved certain acquisitions of Underlying Assets from the Collateral Manager
or its Affiliates. The Collateral Manager and its Affiliates will be entitled to vote Notes and Preference
Shares held by them with respect to all matters other than those described in the foregoing clause (b)
(including the selection of or consent to a successor collateral manager that is not an Affiliate of the

84

PSI-M&T Bank-02-0105

Footnote Exhibits  - Page 1802



existing Collateral Manager). The term "Collateral Manager for purposes of this paragraph includes any
successor or successors to HBK Investments L.P. and any of HBK Investments L.P.'s affiliated
subadvisors.

Notices

Notices to the Noteholders will be given by first-class mail, postage prepaid, to the registered
Noteholders at their addresses appearing in the Note Register. In addition, for so long as any of the
Notes are listed on the Irish Stock Exchange and the rules of such exchange so require, notices will also
be given to the Company Announcements Office of the Irish Stock Exchange.

Modification of the Indenture

With the consent of (a) the holders of not less than a majority of each Class materially and
adversely affected thereby and all of the Preference Shareholders if materially and adversely affected
thereby, (b) the consent of any Interest Rate Swap Counterparty adversely affected thereby, (c) the
consent of the Synthetic Security Counterparty adversely affected thereby, and (c) the consent of the
Initial Investment Agreement Provider adversely affected thereby, the Trustee and Issuers may enter into
one or more indentures to add any provisions to, or change in any manner or eliminate any of the
provisions of, the Indenture or modify in any manner the rights of the Noteholders of such Class, the
Preference Shareholders, any Interest Rate Swap Counterparty, Synthetic Security Counterparty or the
Initial Investment Agreement Provider, as the case may be, under the Indenture. Unless notified by
holders of a majority in aggregate outstanding principal amount of any Class of Notes, a Majority-in-
Interest of Preference Shareholders, any Interest Rate Swap Counterparty, the Synthetic Security
Counterparty or the Initial Investment Agreement Provider that such Class of Notes or the Preference
Shares, as the case may be, will be materially and adversely affected, or any Interest Rate Swap
Counterparty will be adversely affected, or the Synthetic Security Counterparty will be adversely affected.
or the Initial Investment Agreement Provider will be adversely affected, the Trustee may, consistent with
the written advice of counsel, determine whether or not such Class of Notes or the Preference Shares
would be materially and adversely affected, or any Interest Rate Swap Counterparty would be adversely
affected, or the Synthetic Security Counterparty would be adversely affected, or the Initial Investment
Agreement Provider would be adversely affected, by such change (after giving 15 Business Days' notice
of such change to the holders of such Class of Notes, the Preference Shareholders, any Interest Rate
Swap Counterparty and the Initial Investment Agreement Provider). Such determination shall be
conclusive and binding on all present and future Noteholders, the Preference Shareholders, any Interest
Rate Swap Counterparty, the Synthetic Security Counterparty and the Initial Investment Agreement
Provider.

Notwithstanding the foregoing, the Trustee may not enter into any supplemental indenture without
the consent of each holder of each outstanding Note of each Class affected thereby and each Preference
Shareholder if the Preference Shares are affected by the supplemental indenture if such supplemental
indenture:

(a) changes the Stated Maturity of any Note or the scheduled redemption date of the
Preference Shares or the due date of any installment of interest on any Note or
distribution of Excess Interest in respect of a Preference Share, reduces the principal
amount of any Note or the rate of interest thereon, or the redemption price with respect to
any Note or Preference Share, changes the earliest date on which the Issuer may
redeem any Note or Preference Share or the amount of Excess Interest or Excess
Principal Proceeds payable in respect of a Preference Share, changes the provisions of
the Indenture relating to the application of proceeds of any Collateral to the payment of
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principal of or interest on the Notes or the payment of Excess Interest and Excess
Principal Proceeds in respect of the Preference Shares, changes any place where, or the
coin or currency in which, any Note or any Preference Share, or the principal thereof or
interest thereon or any Excess Interest or Excess Principal Proceeds in respect thereof,
respectively, is payable, or impairs the right to institute suit for the enforcement of any
such payment on or after the Stated Maturity thereof or the scheduled redemption date of
the Preference Shares (or, in the case of redemption, on or after the applicable
redemption date);

(b) reduces the percentage in aggregate outstanding principal amount of holders of Notes of
each Class or the percentage of Preference Shares whose consent is required for the
authorization of any supplemental indenture or for any waiver of compliance with
applicable provisions of the Indenture or certain defaults thereunder or their
consequences;

(c) impairs or adversely affects the Collateral pledged under the Indenture except as
otherwise permitted thereby;

(d) permits the creation of any lien ranking prior to or on a parity with the lien created by the
Indenture with respect to any part of the Collateral or terminates such lien on any
property at any time subject thereto or deprives the holder of any Note of the security
afforded by the lien created by the Indenture;

(e) reduces the percentage of the aggregate outstanding principal amount of holders of
Notes of each Class whose consent is required to request that the Trustee preserve the
Collateral pledged under the Indenture or rescind the Trustee's election to preserve the
Collateral or to sell or liquidate the Collateral pursuant to the Indenture;

(f) modifies any of the provisions of the Indenture with respect to supplemental indentures
requiring the consent of Noteholders except to increase the percentage of outstanding
Notes (or percentage of Preference Shares) whose holders' consent is required for any
such action or to provide that other provisions of the Indenture cannot be modified or
waived without the consent of the holder of each outstanding Note or Preference Share
affected thereby;

(g) modifies the definition of the term "Outstanding," the Priority of Payments or the
subordination provisions of the Indenture;

(h) changes the permitted minimum denominations of any Class of Notes or the minimum
number of Preference Shares; or

(i) modifies any of the provisions of the Indenture in such a manner as to affect the
calculation of the amount of any payment of interest on or principal of any Note or the
calculation of the amount of Excess Interest or Excess Principal Proceeds with respect to
the Preference Shares on any Distribution Date or the right of the Noteholders or the
Preference Shareholders to the benefit of any provisions for the redemption of such
Notes or Preference Shares contained in the Indenture;

provided that no such supplemental indenture shall modify the rights of the Preference Shareholders
without the written consent of each Preference Shareholder. At any time that any Class of Notes is rated
by any Rating Agency, the Trustee shall not enter into any such supplemental indenture if, as a result of
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such supplemental indenture, the Rating Condition would not be satisfied with respect to such
supplemental indenture, unless each holder of Notes of each Class whose rating will be reduced or
withdrawn has consented to such supplemental indenture.

The Issuers and the Trustee may also enter into supplemental indentures without obtaining the
consent of the holders of any Notes or Preference Shares, any Interest Rate Swap Counterparty, the
Synthetic Security Counterparty or the Initial Investment Agreement Provider in order to, among other
things:

(a) evidence the succession of any person to the Issuer or the Co-Issuer and the assumption
by such successor of the covenants in the Indenture and the Notes or to change the
name of the Issuer or the Co-Issuer;

(b) add to the covenants of the Issuers or the Trustee for the benefit of the holders of all of
the Notes and Preference Shares or to surrender any right or power conferred upon the
Issuers;

(c) convey, transfer, assign, mortgage or pledge any property to or with the Trustee;

(d) evidence and provide for the acceptance of appointment under the Indenture by a
successor trustee, collateral manager, listing agent, calculation agent, custodian,
securities intermediary, note registrar, paying agent and/or collateral administrator and
the compensation thereof and to add to or change any of the provisions of the Indenture
as shall be necessary to facilitate the administration of the trusts under the Indenture by
more than one Trustee;

(e) correct or amplify the description of any property at any time subject to the lien created by
the Indenture, or to better assure, convey and confirm unto the Trustee any property
subject or required to be subject to the lien created by the Indenture (including, without
limitation, any and all actions necessary or desirable as a result of changes in law or
regulations) or to subject to the lien created by the Indenture any additional property;

(f) make administrative and other non-material changes as the Issuer deems appropriate;

(g) obtain ratings on one or more Classes of Notes from any rating agency;

(h) with the prior written consent of the Collateral Manager, modify the restrictions on and
procedures for resales and other transfers of the Notes to reflect any changes in
applicable law or regulation (or the interpretation thereof) or to enable the Issuers to rely
upon any less restrictive exemption from registration under the Securities Act or the
Investment Company Act or to remove restrictions on resale and transfer to the extent
not required. thereunder,

(i) with the prior written consent of the Collateral Manager, correct any inconsistency, defect
or ambiguity in the Indenture;

(j) with the prior written consent of the Collateral Manager, modify the restrictions on and
procedures for resales and other transfers of the Notes to reflect any changes in
applicable law or regulation (or the interpretation thereof) or in accordance with the USA
PATRIOT Act, or other similar applicable laws or regulations to enable the Issuers to rely
upon any less restrictive exemption from registration under the Securities Act or the
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Investment Company Act or to remove restrictions on resale and transfer to the extent
not required thereunder

(k) avoid the imposition of tax on the net income of the Issuer (or to reduce the amount of
such tax payable by the Issuer) or of withholding tax on any payment to the Issuer, or
prevent the Noteholders, the Preference Shareholders or the Trustee from being subject
to withholding or other taxes, fees or assessments, or prevent the Issuer from being
treated as engaged In a United States trade or business for U.S. federal income tax
purposes or otherwise subject to U.S. federal, state, local or foreign income or franchise
tax on a net income tax basis, or avoid the Issuer being required to register as an
investment company under the Investment Company Act (or to reflect any change
permitted by the Indenture to avoid the occurrence of a Tax Event or the existence of a
Tax Materiality Condition); provided that such action will not cause the Noteholders to be
adversely affected to any material extent by any change to the timing, character or
source of the income from the Note;

(1) with the prior written consent of the Collateral Manager, to avoid the consolidation of the
Issuer with the Collateral Manager on the financial statements of the Collateral Manager;

(m) accommodate the issuance of any Class of Notes as definitive notes;

(n) if 100% of the Preference Shareholders request in writing to the Issuer and the Trustee,
accommodate the issuance of additional Preference Shares with terms identical to those
of the existing Preference Shares;

(o) if the Collateral Manager consents, modify the Auction Procedures; or

(p) correct any manifest error in any provision of the Indenture upon receipt by the Trustee of
written direction from the Issuers describing in reasonable detail such error and the
modification necessary to correct such error

provided that, in each such case, such supplemental indenture would not materially and adversely affect
any holder of Notes or any Preference Shareholder or adversely affect any Interest Rate Swap
Counterparty, the Synthetic Security Counterparty or the Initial Investment Agreement Provider. Unless
notified by holders of a majority in aggregate outstanding principal amount of Notes of any Class, a
Majority-in-Interest of Preference Shareholders, any Interest Rate Swap Counterparty, the Synthetic
Security Counterparty or the Initial Investment Agreement Provider that such Class or the Preference
Shareholders will be materially and adversely affected, or any Interest Rate Swap Counterparty will be
adversely affected, or the Synthetic Security Counterparty will be adversely affected, or the Initial

Investment Agreement Provider will be adversely affected, the Trustee may rely upon an opinion of
counsel as to whether the interests of any Noteholder or Preference Shareholder would be materially and
adversely affected, or any Interest Rate Swap Counterparty would be adversely affected, or the Synthetic
Security Counterparty would be adversely affected, or the Initial Investment Agreement Provider would be
adversely affected, by any such supplemental indenture (after giving ten days' notice of such change to
each Noteholder, Preference Shareholder, any Interest Rate Swap Counterparty, the Synthetic Security
Counterparty and the Initial Investment Agreement Provider). The Trustee may not enter into any such
supplemental indenture if, with respect to such supplemental indenture, the Rating Condition would not

be satisfied; provided that the Trustee may, with the consent of each holder of Notes of each Class with
respect to which the Rating Condition would not be satisfied, enter into any such supplemental indenture
notwithstanding any such reduction or withdrawal of the ratings of such Class of Notes.
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Notwithstanding any of the foregoing, the Trustee may not enter into any supplemental indenture
without the prior written consent of the Collateral Manager, if such supplemental indenture adversely
affects the Collateral Manager (as determined by the Collateral Manager in its reasonable judgment) in
any respect or changes the rights or obligations of the Collateral Manager in any respect.

Modification of Certain Other Documents

Prior to entering into any amendment or other modification of, or consenting to or directing any
assignment or termination of the Management Agreement or any Interest Rate Swap Agreement, the
Issuer is required by the Indenture to obtain the written confirmation of each Rating Agency that the
Rating Condition is satisfied with respect to such amendment, modification, assignment or termination.
Prior to entering into any waiver in respect of any of the foregoing agreements, the Issuer is required to
provide each Rating Agency, the Collateral Manager, any Interest Rate Swap Counterparty, the Synthetic
Security Counterparty and the Trustee with written notice of such waiver. The Indenture also provides
that the Issuer may not amend or modify, or consent to or direct any assignment or termination of the
Administration Agreement without the prior written consent of a Special-Majority-in-Interest of Preference
Shareholders, any Interest Rate Swap Counterparty and the Synthetic Security Counterparty (if such
Interest Rate Swap Counterparty or Synthetic Security Counterparty would be adversely affected
thereby). The Synthetic Security Counterparty will be an express third party beneficiary of the Indenture.

Consolidation, Merger or Transfer of Assets

Except under the limited circumstances set forth in the Indenture, neither of the Issuers may
consolidate with, merge into, or transfer or convey all or substantially all of its assets to, any other
corporation, partnership, trust or other person or entity.

Petitions for Bankruptcy

The Indenture provides that the Noteholders agree not to cause the filing of a petition for winding
up or a petition in bankruptcy against the Issuer or the Co-Issuer before one year (or, if longer, the
applicable preference period then in effect, including any period established pursuant to the laws of the
Cayman Islands) and one day have elapsed since the payment in full of all Notes.

Satisfaction and Discharge of indenture

The Indenture will be discharged with respect to the Collateral upon delivery to the Trustee for
cancellation of all of the Notes, or, within certain limitations (including the obligation to pay principal and
interest, including Deferred Interest, Defaulted Interest and interest on Defaulted Interest), upon deposit
with the Trustee of funds sufficient for the payment or redemption thereof and the payment by the Issuers
of all other amounts due under the Notes, the Indenture, any Interest Rate Swap Agreement (including all
relevant termination payments), the Administration Agreement, the Preference Share Paying Agency
Agreement and the Management Agreement.

Trustee

Deutsche Bank Trust Company Americas will be the Trustee under the Indenture. The Issuers,
the Collateral Manager and their respective affiliates may maintain other banking relationships in the
ordinary course of business with the Trustee. The payment of the fees and expenses of the Trustee is
solely the obligation of the Issuers. The Trustee arfd its affiliates may receive compensation in
connection with the investment of trust assets in certain Eligible Investments as provided in the Indenture.
Eligible Investments may include investments for which the Trustee and/or its affiliates provide services.
The Indenture contains provisions for the indemnification of the Trustee for any loss, liability or expense
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incurred without negligence, willful misconduct or bad faith on its part, arising out of or in connection with
the acceptance or administration of the Indenture. Pursuant to the Indenture, the Issuer has granted to
the Trustee a lien senior to that of the Noteholders to secure payment by the Issuer of the compensation
and expenses of the Trustee and any sums the Trustee may be entitled to receive as indemnification by
the Issuer under the Indenture (subject to the dollar limitations set forth in the Priority of Payments with
respect to any Distribution Date), which lien the Trustee is entitled to exercise only under certain
circumstances. The Trustee may resign at any time by giving written notice of such resignation to the
Preference Share Paying Agent, the Issuers, the Noteholders, the Collateral Manager and each Rating
Agency. The Trustee may be removed by 66 2/3% in aggregate outstanding principal amount of the
Notes (voting together as a single Class) or, at any time when an Event of Default shall have occurred
and be continuing or when a successor Trustee has been appointed pursuant to the Indenture, by a
majority in aggregate outstanding principal amount of the Controlling Class. No resignation or removal of
the Trustee will become effective until the acceptance of the appointment of a successor Trustee. In the
Indenture, the Trustee will agree not to cause the filing of a petition for winding up or a petition in
bankruptcy against the Issuers for nonpayment to the Trustee of amounts payable thereunder until at
least one year, or if longer, the applicable preference period then In effect including any period
established pursuant to the laws of the Cayman Islands, and one day after the payment in full of all of the
Notes.

Characterization of the Notes

The Issuer will treat the Notes as indebtedness of the Issuer for U.S. federal, state and local
income tax purposes. The Indenture will provide that each holder, by accepting a Note, agrees not to
take any action inconsistent with such treatment unless required by law.

Governing Law

The Notes, the Indenture, the Subscription Agreerments, the Management Agreement, the
Collateral Administration Agreement, any Interest Rate Swap Agreement, each Synthetic Security, the
Initial Investment Agreement, the Preference Share Paying Agency Agreement and the Note Purchase
Agreement will be governed by the law of the State of New York. The Issuer Charter, the Preference
Shares and the Administration Agreement will be governed by the law of the Cayman Islands.

Reports

The Issuer will deliver, or cause to be delivered, a monthly report (the "Monthly Report"), except
for the months when it prepares the Note Valuation Report described below, containing certain
information regarding, among other things, the characteristics and performance of the Underlying Assets
included in the Collateral. The Issuer will deliver, or cause to be delivered, as of each Determination
Date, a report (the "Note Valuation Report"), containing certain information regarding, among other
things, the aggregate principal amount of, and payments of interest on or principal of, the Notes and the
information with respect to the Underlying Assets normally included in the Monthly Report. In connection
with the Monthly Report, the Issuer also shall provide, or cause to be provided, certain monitoring
Information to each Rating Agency as set forth in the Indenture. The Note Valuation Report will be
delivered no later than 2 Business Days prior to the relevant Distribution Date.

Collateral Administrator

On or before the Closing Date, the Issuer shall enfe into a collateral administration agreement
(the "Collateral Administration Agreement") among the Issuer, the Collateral Manager and Deutsche
Bank Trust Company Americas, as collateral administrator (in such capacity, the "Collateral
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Administrator"), pursuant to which the Collateral Administrator will assist the issuer in certain data
collection and compellation functions with respect to the Underlying Assets.
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CERTAIN TERMS OF THE PREFERENCE SHARES

The following summary describes certain terms and conditions applicable to the Preference
Shares. This summary, together with other portions of this Offering Circular summarizing terms and
conditions applicable to the Preference Shares, does not purport to be complete and is subject to, and
qualified in its entirety by reference to, the provisions of the Indenture, the Issuer Charter and the
Preference Share Paying Agency Agreement.

Status of the Preference Shares

The Preference Shares are equity in the Issuer and are not secured by the Collateral securing the
Notes. As such, the Preference Shareholders will, on a winding up of the Issuer, rank behind all of the
creditors, whether secured or unsecured and known or unknown, of the Issuer, including, without
limitation, the Noteholders, any Interest Rate Swap Counterparty, the Synthetic Security Counterparty,
the Initial Investment Agreement Provider and any judgment creditors.

Payments in respect of the Preference Shares are subject to certain requirements imposed by
Cayman Islands law. Any amounts paid by the Preference Share Paying Agent as distributions by way of
dividend on the Preference Shares will be payable only if the Issuer has sufficient distributable profits
and/or share premium. In addition, such distributions and the payment of Excess Principal Proceeds
upon redemption of the Preference Shares will be payable only to the extent that the Issuer is and
remains solvent after such distributions are paid. Under Cayman Islands law, a company is generally
deemed solvent if it is able to pay its debts as they come due.

To the extent the requirements under Cayman Islands law described in the preceding paragraph
are not met, amounts otherwise payable to the Preference Shareholders will be retained in the
Preference Share Payment Account until, in the case of any payment by way of dividend which would
otherwise be payable other than on a redemption date of the Preference Shares, the next succeeding
Distribution Date, or, in the case of any payment which would otherwise be payable on a redemption date
of the Preference Shares, the next succeeding Business Day, in each case on which the Issuer notifies
the Preference Share Paying Agent that such requirements are met. Amounts on deposit in the
Preference Share Payment Account will not be available to pay amounts due to the Noteholders, the
Trustee, the Collateral Manager, the Administrator, any Interest Rate Swap Counterparty or any other
creditor of the Issuer whose claim is limited in recourse to the Collateral. However, amounts on deposit in
the Preference Share Payment Account may be subject to the claims of creditors of the Issuer that have
not contractually limited their recourse to the Collateral.

Rights of Consent of the Preference Shareholders

Set forth below is a summary of certain matters with respect to which the consent of the
Preference Shareholders is required or in respect of which the Preference Shareholders may give
directions. This summary is not meant to be an exhaustive list.

Optional Redemotion of the Notes: On any Distribution Date on or after the [ Distribution Date,
the Notes may, subject to satisfaction of certain conditions described herein, be redeemed (in
whole but not in part) at the direction of the holders of at least sixty-six and two thirds percent (66
2/3%) of the Preference Shares, as described under "Description of the Notes-Optional
Redemption."

Tax Redemption of the Notes: On any Distribution Date, the Notes may, subject to satisfaction of
certain conditions described herein, be redeemed (in whole but not in part) at the direction of a
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Majority-in-Interest of the Preference Shareholders, as described under "Description of the
Notes-Tax Redemption."

The Management Aqreement For a description of certain of the rights of the Preference
Shareholders in relation to the removal of the Collateral Manager and the appointment of a
successor Collateral Manager, see "The Management Agreement."

The Indenture: The Issuer is not permitted to enter into a supplemental indenture without the
consent of the Preference Shareholders, if materially and adversely affected thereby.

Auction Call Redemption of the Preference Shares

The Preference Shares will be subject to redemption pursuant to an Auction Call Redemption
occurring on or after the First Auction Call Date under the circumstances described under "Description of
the Notes-Auction Call Redemption."

Governing Law

The Preference Share Paying Agency Agreement and the Subscription Agreements will be
governed by the law of the State of New York. The issuer Charter and the Preference Shares will be
governed by the law of the Cayman Islands.
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USE OF PROCEEDS

The gross proceeds received from the issuance and sale of the Notes and the Preference Shares
will be approximately U.S.$[). On the Closing Date, the Issuer will receive approximately U.S.$[] as the
net proceeds from the issuance and sale of the Notes and the Preference Shares. The net proceeds
from the issuance and sale of the Notes and the Preference Shares are the gross proceeds net of the
payment of the placement and structuring fees related to the placement of the Notes and Preference
Shares, the payment of other closing expenses and an initial deposit into the Expense Account. Such net
proceeds from the issuance and sale of the Notes and the Preference Shares will be used by the Issuer
to purchase a diversified portfolio of interests in Underlying Assets having the characteristics described
herein under "Security for the Notes-Underlying Assets" and "-Closing Date Portfolio" and to fund
certain accounts established under the Indenture.

On the Closing Date, the Issuer will have acquired (or committed to acquire for settlement in
accordance with customary settlement procedures in the relevant markets) the entire portfolio. As of the
Closing Date, the portfolio, along with funds on deposit in the Uninvested Proceeds Account, will consist
of Underlying Assets (acquired or committed to be acquired) having an Aggregate Principal/Notional
Balance (including principal collections on such Underlying Assets deposited in the Uninvested Proceeds
Account on the Closing Date) of approximately U.S.$[ ). Pending investment in Underlying Assets, the
Uninvested Proceeds, if any, will be deposited into the Uninvested Proceeds Account and invested in
Eligible Investments. In the event that there are any remaining Uninvested Proceeds on the
Determination Date preceding the First Distribution Date, they will be transferred to the Payment Account
and treated as Principal Proceeds on the First Distribution Date and distributed in accordance with the
Priority of Payments.

94

PSI-M&TBank-02-0115

Footnote Exhibits  - Page 1812



RATING OF THE NOTES

It is a condition to the issuance of the Notes that the Class A-1 Notes be rated "Aaa" by Moody's
and "AAA" by Standard & Poor's, that the Class A-2 Notes be rated "Aaa" by Moody's and "AAA" by
Standard & Poor's, that the Class B Notes be rated at least "Aa2" by Moody's and "AA" by Standard &
Poor's, that the Class C Notes be rated at least "A2" by Moody's and "A" by Standard & Poor's, that the
Class D Notes be rated at least "Baa2" by Moody's and "BBB* by Standard & Poor's and that the Class E
Notes be rated at least "Bal" by Moody's and "BB+" by Standard & Poor's. The ratings assigned to the
Class A Notes and the Class B Notes by Standard & Poor's address the timely payment of interest on,
and the ultimate payment of the principal of, the Class A. Notes and the Class B Notes. The ratings
assigned to the Class C Notes, the Class D Notes and the Class E Notes by Standard & Poor's address
the ultimate payment of principal of, and the ultimate payment of interest on, the Class C Notes, the Class
D Notes and the Class E Notes. The ratings assigned to the Notes by Moody's address the ultimate cash
receipt of all required payments as provided by the governing documents, and are based on the expected
loss to the Noteholders of each Class relative to the promise of receiving the present value of such
payments. A security rating is not a recommendation to buy, sell or hold securities and may be subject to
revision or withdrawal at any time.
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MATURITY AND PREPAYMENT CONSIDERATIONS

The Stated Maturity of each Class of Notes is the 0 Distribution Date. The Notes will mature at

their Stated Maturity unless redeemed or repaid prior thereto. However, the average lives of the Notes

may be less than the number of years until the Stated Maturity. Based on the portfolio of Underlying

Assets that the Collateral Manager expects the Issuer to purchase no later than the Determination Date

preceding the First Distribution Date, and assuming (a) no Underlying Assets default, and (b) prepayment

of any Underlying Assets during any month occurs at a rate equal to an average rate of prepayment

specified by the Collateral Manager, redemption will occur and the average life of each Class of Notes

from the Closing Date will be as follows:

Average Life in Years assuming
an Auction Call Redemption

Class occurring in n

Class A-1 Notes n
Class A-2 Notes

Class B Notes _

Class C Notes _

Class D Notes

Class E Notes

Such average lives of the Notes are presented for illustrative purposes only. Although the

Collateral Manager prepared the list In Schedule A identifying the portfolio of Underlying Assets that the

Issuer will purchase on the Closing Date (or that the Issuer has committed on or prior to the Closing Date

to purchase thereafter for settlement in accordance with customary settlement procedures in the relevant

markets), the assumptions used to calculate the average lives of the Notes are necessarily arbitrary, do

not necessarily reflect historical experience with respect to securities similar to the Underlying Assets and

do not constitute a prediction with respect to the rates or timing of receipts of Interest Proceeds or

Principal Proceeds, defaults, recoveries, sales, prepayments or optional redemptions to which the

Underlying Assets may be subject. Actual experience as to these matters will differ, and may differ

materially, from that assumed in calculating the illustrative average lives set forth above, and

consequently the actual average lives of the Notes will differ, and may differ materially, from those set

forth above. In addition, the assumptions set forth above do not necessarily reflect historical performance

and defaults for Asset-Backed Securities and the Issuer makes no representation or warranty that such

assumptions are appropriate or reasonable. Accordingly, prospective investors should make their own

determinations of the expected weighted average lives and maturity of the Notes and, accordingly, their

own evaluation of the merits and risks of an investment in the Notes. See "Risk Factors-Projections,
Forecasts and Estimates."

Average life refers to the average number of years that will elapse from the date of delivery of a

security until each dollar of the principal of such security will be paid to the investor.

The average lives of the Notes will be determined by the amount and frequency of principal

payments. The actual average lives of the Notes will also be affected by the financial condition of the

obligors of the Underlying Assets and the characteristics of such obligations, including the existence and
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frequency of exercise of any optional or mandatory redemption or prepayment features, the prevailing
level of interest rates, the redemption price and the actual default rate and the actual level of recoveries
on any Defaulted Securities. The rate of future defaults and the amount and timing of any cash
realization from Defaulted Securities also will affect the average lives of the Notes.
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SECURITY FOR THE NOTES

General

The Collateral securing the Notes will consist of

(a) the Underlying Assets and Equity Securities (if any) and the Offset Transactions and the
Offsetting Transactions;

(b) the rights of the Issuer under any Interest Rate Swap Agreement;

(c) amounts on deposit in the Payment Account, the Interest Collection Account, the
Principal Collection Account, the Expense Account, the Uninvested Proceeds Account,
the Synthetic Security Collateral Account, the Disposition Proceeds Account and the
Synthetic Security Issuer Account (collectively, the "Accounts") and Eligible Investments
purchased with funds on deposit in such accounts;

(d) the rights of the Issuer under the Management Agreement, the Note Purchase
Agreement, the Subscription Agreements, the Collateral Administration Agreement and
the Administration Agreement; and

(e) all proceeds of the foregoing (collectively, the "Collateral"). The Collateral will not
include the Excepted Property.

Underlying Assets-Asset-Backed Securities

An "Asset-Backed Security" includes any Dollar-denominated asset-backed security or any
security that represents a direct or indirect interest in such an asset-backed security that, at the time of
acquisition (or commitment for acquisition) by the Issuer on the Closing Date, Is not a Prohibited Asset or

a Defaulted Asset and which satisfies each of-the following conditions:

(a) it provides for a fixed amount payable in cash no later than its stated maturity;

(b) the Underlying Instruments with respect to such Asset-Backed Security do not prohibit it
from being purchased by the Issuer and pledged to the Trustee;

(c) it is not denominated or payable in, or convertible into an obligation or security
denominated or payable in, a currency other than Dollars;

(d) It does not require the Issuer to make future advances or payments to the obligor or
issuer;

(e) it has a Standard & Poor's Rating (excluding those with a rating from Standard & Poor's
which includes the subscript "p*, "pi", "q", "r" or "t") and a Moody's Rating;

(f) it is not "margin stock" and does not provide for conversion into "margin stock";

(g) it is not subject to an Offer

(h) it (or, if it is a certificate of beneficial interest in an entity that is treated as a grantor trust
or a partnership and not as a REMIC or FASIT for U.S. federal income tax purposes,
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each of the debt instruments or securities held by such entity) is described in at least one
of the following four clauses:

(i) it is a Public Security that was issued in a firm commitment underwriting for which
neither the Collateral Manager nor an Affiliate thereof served as underwriter;

(ii) it was not purchased by the Issuer (A) directly or indirectly from its issuer, (B)
pursuant to a legally binding agreement made before the issuance of the
obligation or security or (C) from the Collateral Manager or any of its Affiliates
unless such entity (1) regularly acquires securities of the same type for its own
account, (2) could have held the obligation or security for its own account
consistent with its investment policies, (3) did not identify the obligation or
security as intended for sale to the Issuer or the Collateral Manager within 30
days of its issuance and (4) held the obligation or security for at least 30 days;

(iii) it is a Private Security and

(A) it was originally issued pursuant to an offering circular, private placement
memorandum or similar offering document;

(B) the Issuer, the Collateral Manager and the Affiliates of the Collateral
Manager did not at original issuance acquire [20]% or more of the
aggregate principal amount of all classes of securities offered by the
issuer of the Asset-Backed Security in the offering and any related
offering; provided in each case that any acquisition by an Affiliate of the
Collateral Manager that is not a member of the Collateral Manager
Group shall be included only if the Collateral Manager or any of its
employees or agents knew or had reason to know of such acquisition;
and

(C) the Issuer, the Collateral Manager and any Affiliate of the Collateral
Manager did not participate in negotiating or structuring the terms of the
Asset-Backed Security, except (1) to the extent such participation
consisted of an election by the Issuer, the Collateral Manager or an
Affiliate of the Collateral Manager to tranche the subordinate classes of
securities of an issue in the form of one of the structuring options offered
by the issuer of the securities or (2) for the purposes of (i) commenting
on offering documents to an unrelated underwriter or placement agent
where the ability to comment on such documents was generally available
to investors or (ii) due diligence of the kind customarily performed by
investors in securities, or (3) to the extent the Collateral Manager or any
Affiliate of the Collateral Manager, either directly or indirectly through a
conduit issuer, was the issuer of the Asset-Backed Security; provided
that any participation in negotiating or structuring by any Affiliate of the
Collateral Manager that is not a member of the Collateral Manager
Group shall be included only if the Collateral Manager or any of its
employees or agents knew or had reason to know of such participation;
or

(iv) it is either (A) the sole material obligation of a repackaging vehicle formed and
operated exclusively to hold a single Asset-Backed Security described in at least
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one of clauses (h)(1), (h)(ii) or (h)(iii), which vehicle may also hold a derivative
financial instrument or guarantee designed solely to offset one or more terms of
such Asset-Backed Security or (B) a security issued by a repackaging vehicle
that holds one or more Asset-Backed Securities described in at least one of
clauses (h)(i), (h)(ii), (h)(iii), or (h)(iv)(A) and which is treated as a REMIC, FASIT,
grantor trust, or partnership for U.S. federal income tax purposes, and is formed
by the Collateral Manager or one of its Affiliates;

(i) if interest income on an Asset-Backed Security is considered U.S.-source income for U.S.
federal income tax purposes, it is in registered form for U.S. federal income tax purposes
and it (and if it is a certificate of interest in a trust that is treated as a grantor trust and not
as a REMIC or FASIT for U.S. federal income tax purposes, each of the obligations or
securities held by such trust) was issued after July 18, 1984; provided that, if it is a
certificate of beneficial interest in an entity that is treated as a partnership for U.S. federal
income tax purposes, each of the obligations or securities held by such entity is in
registered form for U.S. Federal income tax purposes and was issued after July 18, 1984
(a "Registered" obligation or security);

(j) either (i) the Issuer meets the certification and other requirements to receive payments
with respect to the Asset-Backed Security free of U.S. and foreign withholding tax, (ii) the
issuer thereof is required to make additional payments sufficient on an after-tax basis to
cover any U.S. and foreign withholding tax imposed on payments made to the Issuer with
respect thereto (including any tax on the additional payments described in this
paragraph) or (iii) the issuer thereof has obtained or expects to obtain in the ordinary
course and not more than six weeks following the issuance thereof an exemption from
withholding tax for the entire period during which the Notes and the Preference Shares
will be outstanding; provided that, for purposes of this clause (h), a determination that an
Asset-Backed Security is eligible for exemption from U.S. withholding tax under Section
871(h) or Section 881(c) of the Code may be based on advice of Allen & Overy LLP or an
opinion of counsel that the Asset-Backed Security will or should be treated as debt for
U.S. federal income tax purposes;

(k) (i) the Asset-Backed Security is the obligation of a single issuer incorporated as a
corporation under the state or federal laws of the United States, that is not a U.S. real
property holding company; (ii) the Issuer has been advised by Allen & Overy LLP or has
received an opinion of counsel that owning the Asset-Backed Security will not subject the
Issuer to U.S. federal income tax on a net income basis or cause the Issuer to be treated
as engaged in a trade or business within the United States; (iii) the Issuer has received
an opinion of counsel that the Asset-Backed Security will be treated as debt for U.S.
federal income tax purposes; (iv) the Issuer has received an opinion of counsel that for
U.S. federal income tax purposes (A) the issuer of the Asset-Backed Security is a grantor
trust and (B) all the assets of the trust are regular interests in a REMIC or FASIT or
interest rate floors, caps, swaps or other notional principal contracts (within the meaning
of applicable Treasury Regulations), the payments under which are determined solely by
reference to interest rates, or (v) the Alternative Debt Test is satisfied, provided that, for
purposes of clauses (f), (g), (h) and this clause (i), (1) an opinion of counsel that the
issuer of an Asset-Backed Security will be treated as a REMIC or FASIT for U.S. federal
income tax purposes shall be treated as an opinion of counsel that the Asset-Backed
Security will be treated as debt for U.S. federal income tax purposes (unless the Asset-
Backed Security is the residual interest in the REMIC or the ownership interest in the
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FASIT), (2) if there has been no change in the terms of an Asset-Backed Security prior to
its acquisition, the Issuer shall be treated as having received an opinion that it will or
should be treated as debt if the Issuer either has obtained a tax opinion to that effect
rendered at the issuance of such Asset-Backed Security or has received offering
documents pursuant to which such Asset-Backed Security was offered that include a tax
opinion to such effect or state that an opinion of counsel to such effect has been
rendered, and (3) if there has been no change in any of the organizational documents of
an entity issuing an Asset-Backed Security since its issuance, the Issuer shall be treated
as having received an opinion that such entity will be treated as a corporation,
partnership, grantor trust, REMIC or FASIT (as the case may be) for U.S. federal income
tax purposes if the Issuer either has obtained a tax opinion to that effect rendered at the
time of the issuance of the Asset-Backed Security or has obtained offering documents
that include an opinion of counsel to such effect or state that an opinion of counsel to
such effect has been rendered;

(1) it is not a swap transaction or other derivative financial instrument referencing a debt
instrument;

(m) acquisition of the Asset-Backed Security will not cause the Issuer to register, or be
required to register, under the Investment Company Act;

(n) it is not convertible into one or more Equity Securities;

(0) it is not currently deferring Interest or a Written Down Security;

(p) it is expected to have an outstanding Principal/Notional Balance of less than U.S.$1,000
as of the Stated Maturity of the Notes, assuming a constant prepayment rate since the
date of purchase equal to the lesser of (a) 5.0% per annum and (b) the constant

prepayment rate reasonably expected by the Colaterai Manager as of the date of

purchase, or, if constant prepayment rate is not applicable, the slowest prepayment
scenario as described in the prospectus relating to such Asset-Backed Security; and

(q) it will be pledged to the Trustee under the Indenture.

An "AB Exchange" is an exchange of one security (the "A Security") for another security (the

"B Security") of the same issuer or issuers which B Security shall have substantially identical terms to the

A Security except that one or more restrictions applicable to the A Security are inapplicable to the

B Security.

The "Alternative Debt Test" is satisfied with respect to a security if, on the date the Issuer

acquires such security, each of the following is satisfied:

(a) such security Is in the form of a note or other debt instrument and is treated as debt for
corporate law purposes in the jurisdiction of the issuer of such security;

(b) the documents pursuant to which such security was offered, if any, do not require that
any holder thereof treat such security other than as debt for tax purposes;

(c) such security bears interest at a fixed rate per annum or at a rate based upon a
customary floating rate index plus or minus a spread and does not provide for any
interest based on any other factor, such as the issuer's profits or cash flow;
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(d) such security had a fixed term at original issuance not in excess of 35 years;

(e) such security provides for a fixed principal amount (leaving no amount outstanding)
payable no later than its stated maturity; and

(f) such security is rated at least "BBB " by Fitch, at least "BBB " by Standard & Poor's or at
least "Baa3" by Moody's, and if so rated, such rating is not on watch for downgrade by
Moody's, as to ultimate payment of principal and interest; provided that, in the case of a
security in the form of a beneficial interest in an entity that is treated (as evidenced by an
opinion of counsel or a reference to an opinion of counsel in documents pursuant to
which such security was offered) as a grantor trust or a partnership for U.S. federal
income tax purposes and not as an association taxable as a corporation, any of the
conditions specified in clauses (a), (b), (c), (d) and (e) may be satisfied by reference to
each asset held by such entity rather than by reference to such beneficial ownership
interests.

"Collateral Manager Group" means the Collateral Manager and any directly or indirectly

controlled subsidiary of the Collateral Manager.

An "Offer" means, with respect to any security, (i) any offer by the issuer of such security or by

any other person made to all of the holders of such security to purchase or otherwise acquire such

security (other than pursuant to any redemption in accordance with the terms of its Underlying

Instruments) or to convert or exchange such security into or for cash, securities or any other type of

consideration or (ii) any solicitation by the issuer of such security or any other person to amend, modify or
waive any provision of such security or any of its Underlying Instruments.

A "Private Security" is any security that is not a Public Security, including, without limitation, any
of the following:

(a) any security that was not (i) issued pursuant to an effective registration statement under
the Securities Act or (ii) a privately placed security that is eligible for resale under Rule
144A or Regulation S under the Securities Act;

(b) any security (other than a Public Security or a security described by clause (c) below)
that is eligible for resale under Rule 144A under the Securities Act; or

(c) any security that is not a Public Security but that (i) is eligible for resale by the Issuer
under Rule 144A under the Securities Act and (ii) with respect to which the Issuer, either
by itself or together with other holders of such securities, has the right to require the

issuer thereof (or such issuer is otherwise obligated or is penalized if such item is not so

registered), within one year from any date of determination, to register under the
Securities Act the public resale of such security or to effect an A/B Exchange; provided
that clause (ii) does not apply to Asset-Backed Securities.

A "Prohibited Asset" is any of the following: (a) any asset the ownership of which would cause

the Issuer to be subject to income tax on a net income basis in any jurisdiction, or (b) any asset the gain

from the Disposition of which will be subject to U.S. federal income or withholding tax under Section 897

or Section 1445 of the Code and Treasury Regulations promulgated thereunder; provided, however, that
the Issuer shall set up a special purpose subsidiary (which shall be a corporation for U.S. tax purposes) to

receive and hold an Equity Security, unless it has consulted with its tax counsel and has been advised
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that the Issuer can hold the Equity Security directly without causing the Issuer to be treated as engaged in
a trade or business in the United States for U.S. federal income tax purposes.

A "Public Security" is any of the following: any security (a) the public resale of which by the
Issuer either has been registered under the Securities Act or is exempt from such registration pursuant to
Section 4(1) or Rule 144(k) under the Securities Act, (b) issued or guaranteed by Government National
Mortgage Association, Federal National Mortgage Association and Federal Home Loan Mortgage
Corporation or (c) issued by an issuer organized outside of the United States and registered in the
jurisdiction where the issuer is organized.

Asset-Backed Securities

The Underlying Assets will consist of Asset-Backed Securities, which may include CMBS
Securities, RMBS Securities, Automobile Securities, Car Rental Fleet Securities, CDO Securities, Credit
Card Securities, Equipment Lease Securities, Small Business Loan Securities and Student Loan
Securities, or Synthetic Securities with Reference Obligations as Asset-Backed Securities. Asset-Backed
Securities are securities that entitle the holders thereof to receive payments that depend primarily on the
cash flow from a specified pool of financial assets, either fixed or revolving, that by their terms convert into
cash within a finite time period, together with rights or other assets designed to assure the servicing or
timely distribution of proceeds to holders of the Asset-Backed Securities.

Issuers of Asset-Backed Securities are primarily banks and finance companies, captive finance
subsidiaries of non-financial corporations or specialized originators such as credit card lenders, or trusts
or entities formed by such institutions to issue Asset-Backed Securities. Credit risk is an important issue
in Asset-Backed Securities because of the significant credit risks inherent in the underlying collateral and
because issuers are primarily private entities. Accordingly, Asset-Backed Securities generally include
one or more credit enhancements that are designed to raise the overall credit quality of the security
above that of the underlying collateral. Another important type of Asset-Backed Security is commercial
paper issued by special-purpose entities. Asset-backed commercial paper is usually backed by trade
receivables, though such conduits may also fund commercial.and industrial loans. Banks are typically
more active as issuers of these instruments than as investors in them.

An Asset-Backed Security is created by the sale of assets or collateral to a conduit, which
becomes the legal issuer of the Asset-Backed Securities. The securitization conduit or issuer is generally
a bankruptcy-remote vehicle such as a grantor trust or, in the case of an asset-backed commercial paper
program, a special-purpose entity. The sponsor or originator of the collateral usually establishes the
issuer. Interests in the trust, which embody the right to certain cash flows arising from the underlying
assets, are then sold In the form of securities to investors through an investment bank or other securities
underwriter. Each Asset-Backed Security has a servicer (often the originator of the collateral) that is
responsible for collecting the cash flows generated by the securitized assets-principal, interest and fees
net of losses and any servicing costs as well as other expenses-and for passing them along to the
investors in accordance with the terms of the securities. The servicer processes the payments and
administers the borrower accounts in the pool.

The structure of an Asset-Backed Security and the terms of the investors' interests in the
collateral can vary widely depending on the type of collateral, the desires of investors and the use of
credit enhancements. Often Asset-Backed Securities are structured to reallocate the risks entailed in the
underlying collateral (particularly credit risk) into security tranches that match the desires of investors. For
example, senior subordinated security structures give holders of senior tranches greater credit risk
protection (albeit at lower yields) than holders of subordinated tranches. Under this structure, at least two
classes of Asset-Backed Securities are issued, with the senior class having a priority claim on the cash
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flows from the underlying pool of assets. The subordinated class must absorb credit losses on the
collateral before losses can be charged to the senior portion. Because the senior class has this priority
claim, cash flows from the underlying pool of assets must first satisfy the requirements of the senior class.
Only after these requirements have been met will the cash flows be directed to service the subordinated
class.

Asset-Backed Securities also use various forms of credit enhancements to transform the risk-
return profile of underlying collateral, including third-party credit enhancements, recourse provisions,
overcollateralization and various covenants. Third-party credit enhancements include standby letters of
credit, collateral, mortgage insurance or pool insurance, or surety bonds from third parties. Recourse
provisions are guarantees that require the originator to cover any losses up to a contractually agreed-
upon amount. One type of recourse provision, usually seen in securities backed by credit card
receivables, is the "spread account." This account is actually an escrow account whose funds are derived
from a portion of the spread between the interest earned on the assets in the underlying pool of collateral
and the lower interest paid on securities issued by the trust. The amounts that accumulate in this escrow
account are used to cover credit losses in the underlying asset pool, up to several multiples of historical
losses on the particular assets collateralizing the securities. Overcollateralization is another form of credit
enhancement that covers a predetermined amount of potential credit losses. It occurs when the value of
the underlying assets exceeds the face value of the securities. A similar form of credit enhancement is
the cash-collateral account, which is established when a third party deposits cash into a pledged account.
The use of cash-collateral accounts, which are considered by enhancers to be loans, grew as the number
of highly rated banks and other credit enhancers declined in the early 1990s. Cash-collateral accounts
provide credit protection to investors of a securitization by eliminating "event risk," or the risk that the
credit enhancer will have its credit rating downgraded or that it will. not be able to fulfill its financial
obligation to absorb losses. An investment banking firm or other organization generally serves as an
underwriter for Asset-Backed Securities. In addition, a credit-rating agency often will analyze the policies
and operations of the originator and servicer, as well as the structure, underlying pool of assets, expected
cash flows and other attributes of the securities. Before assigning a rating to the issue, the rating agency
will also assess the extent of loss protection provided to investors by the credit enhancements associated
with the issue.

Although the basic elements of all Asset-Backed Securities are similar, individual transactions
can differ markedly in both structure and execution. Important determinants of the risk associated with
issuing or holding the securities include the process by which principal and interest payments are
allocated and down-streamed to investors, how credit losses affect the trust and the retum to investors,
whether collateral represents a fixed set of specific assets or accounts, whether the underlying collateral
assets are revolving or closed-end, under what terms (including maturity of the asset-backed instrument)
any remaining balance in the accounts may revert to the Issuing company and the extent to which the
company that is the actual source of the collateral assets is obligated to provide support to the trust or
conduit or to the investors. Further issues may arise based on discretionary behavior of the issuer within
the terms of the securitization agreement, such as voluntary buybacks from, or contributions to, the
underlying pool of loans when credit losses rise. A bank or other issuer may play more than one role in
the securitization process. An issuer can simultaneously serve as originator of loans, servicer,
administrator of the trust, underwriter, provider of liquidity and credit enhancer. Issuers typically receive a
fee for each element of the transaction they undertake. The multiplicity of roles that may be played by a
single firm-within a single securitization or across a number of them--means that credit and operational
risk can accumulate into significant concentrations with respect to one or a small number of firms.

There are many different varieties of Asset-Backed Securities, often customized to the terms and
characteristics of. the underlying collateral. The most common types are securities collateralized by
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mortgages and revolving credit-card receivables, but instruments backed by home equity loans, other
second mortgages and automobile-finance receivables are also common.

Securities backed by closed-end installment loans are typically the least complex form of asset-
backed instruments. Collateral for these Asset-Backed Securities typically includes leases, student loans
and automobile loans. The loans that form the pool of collateral for the Asset-Backed Securities may
have varying contractual maturities and may or may not represent a heterogeneous pool of borrowers.
Unlike a mortgage pass-through instrument, the trustee does not need to take physical possession of any
account documents to perfect a security interest in the receivables under the Uniform Commercial Code.
The repayment stream on installment loans is fairly predictable, since it is primarily determined by a
contractual amortization schedule. Early repayment on these instruments can occur for a number of
reasons, with most tied to the disposition of the underlying collateral (for example, in the case of Asset-
Backed Securities backed by automobile loans, the sale of the vehicles). Interest is typically passed
through to security holders at a fixed rate that is slightly below the weighted average coupon of the loan
pool, allowing for servicing and other expenses as well as credit losses.

Unlike closed-end installment loans, revolving credit receivables involve greater uncertainty about
future cash flows. Therefore, Asset-Backed Securities structures using this type of collateral must be
more complex to afford investors more comfort in predicting their repayment. Accounts included in the
securitization pool may have balances that grow or decline over the life of the Asset-Backed Securities.
Accordingly, at maturity of the Asset-Backed Securities, any remaining balances revert to the originator.
During the term of the Asset-Backed Securities, the originator may be required to sell additional accounts
to the pool to maintain a minimum dollar amount of collateral if accountholders pay down their balances at
greater than predetermined rates. Credit card securitizations are the most prevalent form of revolving
credit Asset-Backed Securities, although home equity lines of credit are a growing source of Asset-
Backed Securities collateral. Credit card securitizations are typically structured to incorporate two phases
in the life cycle of the collateral: an initial phase during which the principal amount of the securities
remains constant and an amortization phase during which investors are paid off. A specific period of time
is assigned to each phase. Typically, a specific pool of accounts is identified in the securitization
documents, and these specifications may include not only the initial pool of loans but a portfolio from
which new accounts may be contributed. The dominant vehicle for issuing securities backed by credit
cards is a master trust structure with a "spread account," which is funded up to a predetermined amount
through "excess yield"-that is, interest and fee income less credit losses, servicing and other fees. With
credit card receivables, the income from the pool of loans-even after credit losses-is generally much
higher than the return paid to investors. After the spread account accumulates to its predetermined level,
the excess yield reverts to the issuer. Under GAAP, issuers are required to recognize on their balance
sheet an excess yield asset that is based on the fair value of the expected future excess yield; in
principle, this value would be based on the net present value of the expected eamings stream from the
transaction. Issuers are further required to revalue the asset periodically to take account of changes in
fair value that may occur due to interest rates, actual credit losses and other factors relevant to the future
stream of excess yield.

A number of banks have used a structure-a "special-purpose entity"-that is designed to
acquire trade receivables and commercial loans from high-quality (often investment-grade) obligors and
to fund those loans by issuing (asset-backed) commercial paper that is to be repaid from the cash flow of
the receivables. Capital is contributed to the special-purpose entity by the originating bank that, together
with the high quality of the underlying- borrowers, is sufficient to allow the special-purpose entity to receive
a high credit rating. The net result is that the special-purpose entity's cost of funding can be at or below
that of the originating bank itself. The special-purpose entity is "owned" by individuals who are not
formally affiliated with the bank, although the degree of separation is typically minimal. These
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securitization programs enable banks to arrange short-term financing support for their customers without
having to extend credit directly. This structure provides borrowers with an alternative source of funding

and allows banks to earn fee income for managing the programs. As the asset-backed commercial paper
structure has developed, it has been used to finance a variety of underlying loans-in some cases, loans

purchased from other firms rather than originated by the bank itself-and as a "remote origination" vehicle
from which loans can be made directly. Like other securitization techniques, this structure allows banks

to meet their customers' credit needs while incurring lower capital requirements and a smaller balance

sheet than if it made the loans directly.

Issuers obtain a number of advantages from securitizing assets, including improving their capital

ratios and return on assets, monetizing gains in loan value, generating fee income by providing services

to the securitization conduit, closing a potential source of interest-rate risk and increasing institutional

liquidity by providing access to a new source of funds. Investors are attracted by the high credit quality of

Asset-Backed Securities, as well as their attractive returns.

Asset-Backed Securities carry coupons that can be fixed or floating. Pricing is typically designed

to mirror the coupon characteristics of the loans being securitized. The spread will vary depending on the

credit quality of the underlying collateral, the degree and nature of credit enhancement and the degree of

variability in the cash flows emanating from the securitized loans.

Credit risk arises from (a) losses due to defaults by the borrowers in the underlying collateral, (b)
the issuer's or servicer's failure to perform and (c) fraud. These elements can blur together as, for

example, in the case of a servicer who does not provide adequate credit-review scrutiny to the serviced

portfolio, leading to higher incidence of defaults. Asset-Backed Securities are rated by major rating
agencies. Market risk arises from the cash-flow characteristics of the security, which for many Asset-

Backed Securities tend to be predictable. The greatest variability in cash flows comes from credit

performance, including the presence of wind-down or acceleration features designed to protect the

investor in the event that credit losses in the portfolio rise well above expected levels. Interest-rate risk

arises for the issuer from the relationship between the pricing terms on the underlying collateral and the

terms of the rate paid to security holders and from the need to mark to market the excess servicing or

spread account proceeds carried on the balance sheet. Liquidity risk can arise from increased perceived

credit risk, like that which occurred in 1996 and 1997 with the rise in reported delinquencies and losses

on securitized pools of credit cards. Liquidity can also become a major concern for asset-backed

commercial paper programs if concerns about credit quality, for example, lead investors to avoid the

commercial paper issued by the relevant special-purpose entity. For these cases, the securitization

transaction may include a "liquidity facility," which requires the facility provider to advance funds to the

relevant special-purpose entity should liquidity problems arise. To the extent that the bank originating the

loans is also the provider of the liquidity facility, and that the bank is likely to experience similar market

concerns if the loans it originates deteriorate, the ultimate practical value of the liquidity facility to the

transaction may be questionable. Operations risk arises through the potential for misrepresentation of

loan quality or terms by the originating institution, misrepresentation of the nature and current value of the

assets by the servicer and inadequate controls over disbursements and receipts by the servicer.

A list of all Underlying Assets to be acquired by the Issuer on the Closing Date is set forth in

Schedule A attached hereto. The Underlying Assets are divided into different "Specified Types . The

Specified Types are set forth below.

"ABX Tranche Security" means Underlying Assets that are Issued by a special purpose issuer

as part of an ABX.HE index administered and marketed by Markit Group Limited.
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"Automobile Securities" means Underlying Assets that entitle the holders thereof to receive
payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from installment sale
loans made to finance the purchase of, or from leases of, automobiles, generally having the following
characteristics: (1) the loans or leases may have varying contractual maturities; (2) the loans or leases
are obligations of numerous borrowers or lessors and accordingly represent a diversified pool of obligor
credit risk; (3) the repayment stream on such loans or leases is primarily determined by a contractual

payment schedule, with early repayment on such loans or leases predominantly dependent upon the
disposition of the underlying vehicle; and (4) such leases typically provide for the right of the lessee to

purchase the vehicle for its stated residual value, subject to payments at the end of lease term for excess
mileage or use.

"Car Rental Fleet Securities" means Underlying Assets that entitle the holders thereof to receive
payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from leases and

subleases of vehicles to car rental systems and their franchisees, generally having the following
characteristics: (1) the leases and subleases have varying contractual maturities; (2) the subleases are

obligations of numerous franchisees and accordingly represent a very diversified pool of obligor credit

risk; (3) the repayment stream on such leases and subleases is primarily determined by a contractual

payment schedule, with early termination of such leases and subleases predominantly dependent upon
the disposition to a lessee or third party of the underlying vehicle; and (4) such leases or subleases
typically provide for the right of the lessee or sublessee to purchase the vehicle for its stated residual
value, subject to payments at the end of lease term for excess mileage or use.

"CDO Securities" means securities that entitle the holders thereof to receive payments that

depend (except for rights or other assets designed to assure the servicing or timely distribution of

proceeds to holders of the CDO Securities) on the cash flow from a portfolio of Synthetic Securities,

Asset-Backed Securities, Commercial !nOga-Barkerd Securities, Residntil Ihrtgaei-Backed

Securities, bank loan securities, domestic corporate debt securities, high-grade asset-backed securities

and trust preferred securities or any combination of the foregoing, generally having the following

characteristics: (1) the securities have varying contractual maturities; (2) the securities are obligations of

a relatively limited number of obligors or issuers and accordingly represent a relatively undiversified pool
of obligor credit risk; (3) repayment thereof can vary substantially from the contractual payment schedule
(if any), with early prepayment of individual securities depending on numerous factors specific to the

particular issuers or obligors and upon whether, in the case of securities bearing interest at a fixed rate,
such securities include an effective prepayment premium; and (4) proceeds from such repayments can for

a limited period and subject to compliance with certain eligibility criteria be reinvested in additional
securities.

"CMBS Securities" means Asset-Backed Securities that entitle the holders thereof to receive

payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from (a) a pool of
commercial mortgage loans made to finance the acquisition, construction and improvement of properties
or (b) the leasing of such properties to corporate tenants. They generally have the following

characteristics: (a) the commercial mortgage loans have varying contractual maturities; (b) the
commercial mortgage loans are secured by real property purchased or improved with the proceeds
thereof (c) the commercial mortgage loans are obligations of a relatively limited number of obligors and
accordingly represent a relatively undiversified pool of obligor credit risk; (d) repayment thereof can vary

substantially from the contractual payment schedule (if any), with early prepayment of individual loans
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depending on numerous factors specific to the particular obligors and upon whether, in the case of loans
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium.

"Commercial ABS Securities" means Equipment Lease Securities and Small Business Loan

Securities; and any-other type of Asset-Backed Securities that becomes a Specified Type after the
Closing Date as described below and is designated as "Commercial ABS Securities" in connection
therewith.

"Consumer ABS Securities" means Automobile Securities, Car Rental Fleet Securities,
Consumer Loan Securities, Credit Card Securities and Student Loan Securities; and any other type of

Asset-Backed Securities that becomes a Specified Type after the Closing Date as described below and is

designated as "Consumer ABS Securities" in connection therewith.

"Consumer Loan Securities" means Asset-Backed Securities that entitle the holders thereof to

receive payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from balances

outstanding under revolving consumer loan accounts, generally having the following characteristics: (1)
the accounts have standardized payment terms; (2) the balances are obligations of numerous borrowers

and accordingly represent a very diversified pool of obligor credit risk; and (3) the repayment stream on

such balances does not depend upon a contractual payment schedule, with early repayment depending

primarily on interest rates, availability of credit against a maximum credit limit and general economic

matters.

"Credit Card Securities" means Underlying Assets that entitle the holders thereof to receive

payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from balances

outstanding under revolving consumer credit card accounts, generally having the following

characteristics: (1) the accounts have standardized payment terms and require minimum monthly

payments; (2) the balances are obligations of numerous borrowers and accordingly represent a

diversified pool of obligor credit risk; and (3) the repayment stream on such balances does not depend

upon a contractual payment schedule, with early repayment depending primarily on interest rates,
availability of credit against a maximum credit limit and general economic matters.

"Emerging Market " means a country that is in Latin America, Asia, Africa, Eastern Europe or the

Caribbean or in a country the Dollar denominated obligations of which are rated lower than "Aa2" by
Moody's or "AA" by Standard & Poor's;

"Equipment Lease Securities" means Underlying Assets that entitle the holders thereof to

receive payments that depend (except for rights or other assets designed to assure the servicing or timely

distribution of proceeds to holders of the Underlying Assets) on the cash flow from leases and subleases

of equipment to commercial and industrial customers, generally having the following characteristics: (1)

the leases and subleases have varying contractual maturities; (2) the leases or subleases are obligations

of a relatively limited number of obligors and accordingly represent an undiversified pool of obligor credit

risk; (3) the repayment stream on such leases and subleases is primarily determined by a contractual
payment schedule, with early termination of such leases and subleases predominantly dependent upon

the disposition to a lessee, sublessee or third party of the underlying equipment; and (4) such leases or

subleases typically provide for the right of the lessee or sublessee to purchase the equipment for its

stated residual value, subject to payments at the end of lease term for excess usage.

"FICO Score" means the credit score developed by Fair Isaac & Co and provided by Experian (a

subsidiary of GUS plc), Trans Union LLC or Equifax Inc.
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"High LTV RMBS Security" means a Residential B/C Mortgage-Backed Security that depends
primarily on the cash flow from subprime residential mortgage loans with loan-to-value ratios of greater
than 80%.

"Mid-Prime Securities" means Residential Securities that have a FICO Score above 625 and
below 700.

"Non-Subprime Home Equity Loan Asset-Backed Securities" means Underlying Assets (other
than Residential B/C Mortgage-Backed Securities and Residential A Mortgage-Backed Securities) that
entitle their holders to receive payments that depend primarily on the cash flow from balances (including
revolving balances) outstanding under loans or lines of credit to non-subprime borrowers secured by
residential real estate (single or two-or-four-family properties) the proceeds of which loans or lines of
credit are not generally used to purchase such real estate or to purchase or construct dwellings thereon

(or to refinance indebtedness previously used for such purchase or construction), generally having the
following characteristics: (1) the balances have standardized payment terms and require minimum
monthly payments; (2) the balances-are obligations of numerous borrowers and accordingly represent a

diversified pool of obligor credit risk; (3) the repayment stream on such balances does not depend upon a
contractual payment schedule, with early repayment depending primarily on interest rates and general
economic matters; and (4) the loan or line of credit may be secured by residential real estate with a

market value (determined on the date of origination of such loan or line of credit) that is less or more than
the original proceeds of such loan or line of credit.

"Prime Securities" means Residential Securities that have a FICO Score equal to or above 700.

"Residential A Mortgage-Backed Securities" means Underlying Assets (other than Residential

B/C Mortgage-Backed Securities and Non-Subprime Home Equity Loan Asset-Backed Securities) that
entitle their holders to receive payments that depend primarily on the cash flow from prime residential

mortgage loans secured (on a first priority basis, subject to permitted liens, easements and other

encumbrances) by residential real estate (single or two-to-four-family properties) the proceeds of which

were used to purchase real estate and purchase or construct dwellings thereon (or to refinance

indebtedness previously so used), generally having the following characteristics: (1) the mortgage loans

have standardized payment terms and require minimum monthly payments; (2) the mortgage loans are

obligations of numerous borrowers and accordingly represent a diversified pool of obligor credit risk; (3)
repayment of such securities can vary substantially from their contractual payment schedules and
depends entirely upon the rate at which the mortgage loans are repaid; and (4) the repayment of such
mortgage loans is subject to a contractual payment schedule, with early prepayment of individual loans

depending on numerous factors specific to the particular obligors and upon whether, in the case of loans
bearing interest at a fixed rate, such loans or securities include an effective prepayment premium and

with early repayment depending primarily on interest rates and the sale of the mortgaged real estate and
related dwelling and generally no penalties for early repayment.

"Residential B/C Mortgage-Backed Securities" means Underlying Assets (other than
Residential A Mortgage-Backed Securities and Non-Subprime Home Equity Loan Asset-Backed
Securities) that entitle their holders to receive payments that depend primarily on the cash flow from
subprime residential mortgage loans secured (on a first priority basis, subject to permitted liens,
easements and other encumbrances) by residential real estate (single or two-to-four-family properties) the

proceeds of which were used to purchase real estate and purchase or construct dwellings thereon (or to
refinance indebtedness previously so used), generally having the following characteristics: (1) the

mortgage loans have standardized payment terms and require minimum monthly payments; (2) the

mortgage loans are obligations of numerous borrowers and accordingly represent a diversified pool of

obligor credit risk; (3) repayment of such securities can vary substantially from their contractual payment
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schedules and depends entirely upon the rate at which the mortgage loans are repaid; and (4) the
repayment of such mortgage loans is subject to a contractual payment schedule, with early prepayment
of individual loans depending on numerous factors specific to the particular obligors and upon whether, in
the case of loans bearing interest at a fixed rate, such loans or securities include an effective prepayment
premium and with early repayment depending primarily on interest rates and the sale of the mortgaged
real estate and related dwelling and generally no penalties for early repayment.

"Residential Securities" or "RMBS Securities" means Residential A Mortgage-Backed
Securities, Residential B/C Mortgage-Backed Securities and Non-Subprime Home Equity Loan Asset-
Backed Securities.

"Small Business Loan Securities" means Asset-Backed Securities (other than Franchise
Securities) that entitle the holders thereof to receive payments that depend (except for rights or other
assets designed to assure the servicing or timely distribution of proceeds to holders of the Asset-Backed
Securities) on the cash flow from general purpose corporate loans made to small business concerns,
including but not limited to those (a) made pursuant to Section 7(a) of the United States Small Business
Act, as amended, and (b) partially guaranteed by the United States Small Business Administration. Small
Business Loan Securities generally have the following characteristics: (1) the loans have standardized
terms; (2) the loans are obligations of a relatively limited number of borrowers and accordingly represent
an undiversified pool of obligor credit risk; and (3) repayment thereof can vary substantially from the
contractual payment schedule (if any), with early prepayment of individual loans depending on numerous
factors specific to the particular obligors and upon whether, in the case of loans bearing interest at a fixed
rate, such loans or securities include an effective prepayment premium. For the purpose of this definition,
"Franchise Securities" means Asset-Backed Securities that entitle the holders thereof to receive
payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from (a) a pool of
franchise loans made to operators of franchises that provide oil, gasoline, restaurant or food services and
provide other services related thereto and (b) leases or subleases of equipment to such operators for use
in the provision of such goods and services. They generally have the following characteristics: (1) the
loans, leases or subleases have varying contractual maturities; (2) the loans are secured by real property
purchased or improved with the proceeds thereof (or to refinance an outstanding loan the proceeds of
which were so used); (3) the obligations of the lessors or sublessors of the equipment may be secured
not only by the leased equipment but also the related real estate; (4) the loans, leases and subleases are
obligations of a relatively limited number of obligors and accordingly represent a relatively undiversified
pool of obligor credit risk; (5) payment of the loans can vary substantially from the contractual payment
schedule (if any), with prepayment of individual loans depending on numerous factors specific to the
particular obligors and upon whether, in the case of loans bearing interest at a fixed rate, such loans
include an effective prepayment premium; (6) the repayment stream on the leases and subleases is
primarily determined by a contractual payment schedule, with early termination of such leases and
subleases predominantly dependent upon the disposition to a lessee, a sublessee or third party of the
underlying equipment; (7) such leases and subleases typically provide for the right of the lessee or
sublessee to purchase the equipment for its stated residual value, subject to payments at the end of a
lease term for excess usage or wear and tear and (8) the ownership of a franchise right or other similar
license and the creditworthiness of such franchise operators is the primary factor in any decision to invest
in these securities.

"Student Loan Securities" means Underlying Assets that entitle the holders thereof to receive
payments that depend (except for rights or other assets designed to assure the servicing or timely
distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow from loans made to
students (or their parents) to finance educational needs, generally having the following characteristics:
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(1) the loans have standardized terms; (2) the loans are obligations of numerous borrowers and
accordingly represent a diversified pool of obligor credit risk; (3) the repayment stream on such loans is
primarily determined by a contractual payment schedule, with early repayment on such loans
predominantly dependent upon interest rates and the income of borrowers following the commencement
of amortization; and (4) such loans may be fully or partially insured or reinsured by the United States
Department of Education.

"Sub-Prime Securities" means Residential Securities that have a FICO Score equal to or below
625.

Underlying Assets-Synthetic Securities

The following is a description of the Synthetic Securities. The terms used In this Section
Synthetic Securities" but not otherwise defined in this Offering Circular have the meanings set forth in the
form of Confirmation attached hereto as Schedule H in the case of Reference Obligations that are RMBS
Securities, in the form of Confirmation attached hereto as Schedule I in the case of Reference
Obligations that are ABX Tranche Securities, in the form of Confirmation attached hereto as Schedule J
in the case of Reference Obligations that are CMBS Securities or in the form of Confirmation attached
hereto as Schedule K in the case of Reference -Obligations that are CDO Securities. The terms of any
additional Synthetic Security may vary substantially from the terms described below and in the
Confirmation. Any material change to the terms of an additional Confirmation will be required to satisfy
the Rating Condition.

Prior to the Closing Date, the Issuer entered into a series of credit default swaps (each a
"Synthetic Security") with Deutsche Bank AG (in such role, the "First Synthetic Security
Counterparty"). Each Synthetic Security relates to a Reference Obligation whereby the Issuer sells
credit protection to the related Synthetic Security Counterparty on such Reference Obligation. Each
Synthetic Security will be entered into pursuant to a 1992 ISDA Master Agreement (Multicurrency-Cross
Border), including the scheduie thereto (the ivaster Agreement"), between the Issuer and a Synthetic
Security Counterparty, and a separate confirmation of transaction (a "Confirmation") evidencing the
Synthetic Security thereunder. Each Confirmation may evidence several different transactions, each of
which is separate and distinct from all others documented under such Confirmation and relates to an
individual Reference Obligation that is an Asset-Backed Security. Terms used in this section and not
defined herein or in the Confirmations attached hereto as (i) Schedule H in the case of Reference
Obligations that are RMBS Securities, in the form of Confirmation, (ii) attached hereto as Schedule I in
the case of Reference Obligations that are ABX Tranche Securities, (iii) in the form of Confirmation
attached hereto as Schedule J in the case of Reference Obligations that are CMBS Securities or (iv) in
the form of Confirmation attached hereto as Schedule K in the case of Reference Obligations that are
CDO Securities will have the meanings specified in the 2003 ISDA Credit Derivatives Definitions as
published by ISDA (the "Credit Derivatives Definitions").

For the avoidance of doubt the Synthetic Securities will exclude any Offsetting Transactions and
any Synthetic Security that constitutes a component of the Offset Transactions shall cease to be a
Synthetic Security from and including the time the relevant Offsetting Transaction is effective.

"Reference Obligation" means any Asset-Backed Security that, as of the related trade date,
satisfies the Eligibility Criteria.

"Reference Obligor" means the obligor on a Reference Obligation.
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On or before the [] Distribution Date and only in accordance with the Eligibility Criteria, the Issuer

may (i) enter into additional Synthetic Securities with the First Synthetic Security Counterparty and/or (ii)
enter into new Synthetic Securities with different synthetic security counterparties (together with the First
Synthetic Security Counterparty, the "Synthetic Security Counterparties") made pursuant to a separate
Master Agreement and Confirmation; provided that after giving effect to any such transaction, the

Synthetic Security Collateral Amount equals or exceeds the Required Synthetic Security Collateral
Amount. The "Synthetic Security Collateral Amount" equals on any date of determination, the amount
on deposit in the related Synthetic Security Collateral Account, if any (including the Aggregate
Principal/Notional Balance of the Eligible Investments on deposit in such account, but excluding all

earnings on such Eligible Investments). The "Required Synthetic Security Collateral Amount" equals,

with respect to each Synthetic Security Counterparty, on any date of determination, the Aggregate

Principal/Notional Balance of all Synthetic Securities entered into with such Synthetic Security

Counterparty minus the Aggregate Principal/Notional Balance of all Offset Transactions with respect to

Synthetic Securities entered into with such Synthetic Security Counterparty. Each Master Agreement
entered into with a Synthetic Security Counterparty shall be substantially identical to the Master

Agreement entered into between the Issuer and the First Synthetic Security Counterparty prior to closing

or, if not substantially identical, shall be approved by the. First Synthetic Security Counterparty and each

Rating Agency. Each Confirmation entered into with a Synthetic Security Counterparty shall be

substantially similar to (w) the form of Confirmation attached hereto as Schedule H in the case of

Reference Obligations that are RMBS Securities, (x) the form of Confirmation attached hereto as

Schedule I in the case of Reference Obligations that are ABX Tranche Securities, (y) the form of

Confirmation attached hereto as Schedule J in the case of Reference Obligations that are CMBS

Securities or (z) the form of Confirmation attached hereto as Schedule K in the case of Reference

Obligations that are CDO Securities or, if not substantially similar, shall be approved by each other

Synthetic Security Counterparty and each Rating Agency.

Each Synthetic Security Counterparty has the right in the event of an assignment of the relevant

Synthetic Sprihy to reit any replacement for the Issuer. in deciding whether to accept or reject a

replacement for the Issuer, the Synthetic Security Counterparty does not have to consider the interests of

the Issuer or the Noteholders. If as of any Determination Date, the amount on deposit in the Synthetic

Security Collateral Account exceeds the Required Synthetic Security Collateral Amount, such excess

amount will be deposited into the Principal Collection Account and deemed to be Principal Proceeds.
Under each Synthetic Security, on each Fixed Rate Payer Payment Date, the related Synthetic Security
Counterparty will be obligated to pay the Fixed Amounts to the Issuer. The First Synthetic Security
Counterparty will pay the Fixed Amount to the Issuer as determined by Deutsche Bank AG as calculation

agent (together with its permitted successors and assigns in such capacity, the "Synthetic Security
Calculation Agenr).

In addition, on each Fixed Rate Payer Payment Date, the related Synthetic Security Counterparty

will be obligated to pay the Additional Fixed Amount, if due, to the Issuer. The Additional Fixed Amount is

comprised of Interest Shortfall Reimbursement Payment Amounts, Writedown Reimbursement Payment
Amounts and Principal Shortfall Reimbursement Payment Amounts.

Under each Synthetic Security, on each Floating Rate Payer Payment Date, the Issuer will be

obligated to pay the applicable Floating Amounts to the related Synthetic Security Counterparty.

Each Synthetic Security Counterparty may, at its option, at any time following the occurrence of a

Credit Event, physically deliver all or a portion of the underlying Reference Obligation to the Issuer (any

such delivered Reference Obligation or portion thereof, a "Delivered Obligation") with an Exercise
Amount not to exceed the Notional Amount of the related Synthetic Security. Upon such physical delivery
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of any Reference Obligation or portion thereof, the Issuer will be obligated to pay to the related Synthetic

Security Counterparty an amount in cash equal to the Physical Settlement Amount. Any such Delivered

Obligation will be credited to a securities account maintained with the Trustee subject to the lien of the

indenture. Upon delivery, any Delivered Obligation will be deemed to be an Underlying Asset and will

have the same effect on the Eligibility Criteria as the related Synthetic Security prior to the delivery and

with a Principal/Notional Balance equal to its outstanding Principal/Notional Balance. "Notional Amount"

of any Synthetic Security will equal the "Reference Obligation Notional Amount" as defined in such

Synthetic Security.

Allocation Procedures. With respect to the Synthetic Securities and Offsetting Transactions, and

before any disbursements are made pursuant to "Description of the Notes-Priority of Payments-

Interest Proceeds" and "-Principal Proceeds" (i) Floating Payments and other amounts due under any

Synthetic Security, (ii) Physical Settlement Amounts, (iii) Principal Payment Amounts, (iv) payments of

Additional Fixed Amounts, (v) termination amounts and (vi) Offsetting Transactions will be allocated in

accordance with the "Allocation Procedures" described below and such amounts will not be applied

through the Priority of Payments unless specifically set forth below:

(i) Floating Payments and other amounts due under the Synthetic Securities. If on

any Business Day, Floating Payments or any other amounts are due and payable
by the Issuer in accordance with the provisions of any Synthetic Security, other
than Interest Shortfall Amounts and any termination payments with respect to an
early termination or an event of default (the "Synthetic Security Payment
Amount"), the Trustee shall, on behalf of the Issuer, and pursuant to instruction
of the issuer or Collateral Manager acting on its behalf, subject to the procedures
set forth in the indenture:

(A) withdraw from the Synthetic Security Collateral Account (including, at the
Collateral Manager's discretion, by withdrawing the necessary amount
from the Investment Agreement) an amount equal to the lesser of (1) the
amount credited to the Synthetic Security Collateral Account and (2) the
Synthetic Security Payment Amount; and

(B) if the amount withdrawn under (A) above is less than the Synthetic
Security Payment Amount, withdraw from the Principal Collection
Account an amount equal to the lesser of (1) the amount credited to the
Principal Collection Account and (2) the Synthetic Security Payment
Amount less the amounts withdrawn pursuant to clause (A) above.

The Trustee, on behalf of the Issuer, and pursuant to instruction of the Issuer or

Collateral Manager acting on its behalf, shall pay such proceeds to the relevant Synthetic
Security Counterparty in an amount equal to the Synthetic Security Payment Amount.

(ii) Physical Settlement Amount. If on any Business Day, the Physical Settlement
Amount for any Delivered Obligation is due and payable by the Issuer to the
relevant Synthetic Security Counterparty pursuant to the terms of the related
Synthetic Security, the Trustee shall, on behalf of the Issuer, and pursuant to
instruction of the Issuer or Collateral Manager acting on its behalf, subject to the
procedures set forth in the Indenture:

(A) withdraw from the Synthetic Security Collateral Account (including, at the
Collateral Manager's discretion, by withdrawing the necessary amount
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from the Investment Agreement) an amount equal to the lesser of (1) the
amount credited to the Synthetic Security Collateral Account and (2) the
Physical Settlement Amount; and

(B) if the amount withdrawn under (A) above is less than the Physical
Settlement Amount, withdraw from the Principal Collection Account an
amount equal to the lesser of (1) the amount credited to the Principal
Collection Account and (2) the Physical Settlement Amount less the
amounts withdrawn pursuant to clause (A) above.

The Trustee, on behalf of the Issuer, and pursuant to instruction of the Collateral

Manager, shall pay such proceeds to the relevant Synthetic Security Counterparty in an

amount equal to the Physical Settlement Amount.

(iii) Principal Payment Amount. If on any Business Day, there is a Principal Payment

Amount with respect to any Reference Obligation under a Synthetic Security, the

Trustee shall, on behalf of the Issuer, and pursuant to instruction of the Collateral

Manager, subject to the procedures set forth in the Indenture, withdraw from the

Synthetic Security Collateral Account (including, at the Collateral Manager's

discretion, by withdrawing the necessary amount from the Investment
Agreement), an amount equal to the lesser of (1) the amount credited to the

Synthetic Security Collateral Account (including the amount that the Issuer can

withdraw from the Investment Agreement) and (2) the Principal Payment

Amount, and such withdrawn amounts will be deemed to be Principal Proceeds

and credited to the Principal Collection Account.

(iv) Payments of Additional Fixed Amounts. If on any Business Day, the Issuer

receives Additional Fixed Amounts, the Issuer shall allocate (i) any Interest

Shortfall Reimbursement Payment Amount, into the Interest Collection Account

as Interest Proceeds and (ii) any Writedown Reimbursement Payment Amount

and any Principal Shortfall Reimbursement Payment Amount into the Synthetic
Security Collateral Account.

(v) Termination or Novation of a Synthetic Security. If on any Business Day, (A)(x)

there is an early termination of a Synthetic Security resulting from a termination
event or an event of default pursuant to the terms of the related Synthetic
Security, and (y) the Issuer is the Defaulting Party or sole Affected Party (as such

term is defined in the related Synthetic Security) and (z) as a result of the

termination of the Synthetic Security, a termination payment is due to the

Synthetic Security Counterparty or (B) the Issuer novates a Synthetic Security

and a payment is due to the replacement synthetic swap counterparty (such
amount, the "Synthetic Security TerminationlNovation Payment (Issuer)") the

Trustee shall, on behalf of the Issuer, and pursuant to written instruction of the

Collateral Manager, subject to the procedures set forth in the Indenture:

(A) withdraw from the Synthetic Security Collateral Account (including, at the
Collateral Manager's discretion, by withdrawing the necessary amount
from the Investment Agreement) an amount equal to the lesser of (1) the
amount credited to the Synthetic Security Collateral Account and (2) the
Synthetic Security Termination/Novation Payment (Issuer); and
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(B) if the amount withdrawn under (A) above is less than the Synthetic
Security Termination/Novation Payment (Issuer), withdraw from the
Principal Collection Account an amount equal to the lesser of (1) the
amount credited to the Principal Collection Account and (2) the Synthetic
Security Termination/Novation Payment (Issuer) less the amounts
withdrawn pursuant to clause (A).

(vi) Payment of amounts due under the Offsetting Transactions. Any payments due
to the Offsetting Transaction Counterparty in connection with the Disposition of
an Offsetting Transaction will be made from (i) the amount received by the Issuer
in respect of the Disposition of the related Synthetic Security (for the avoidance
of doubt, no Disposition of Offsetting Transactions may occur unless the Issuer
procures a corresponding Disposition of the respective Synthetic Security), (ii) (a)
from the Synthetic Security Collateral Account and (b) from Principal Proceeds,
provided that after the application of (a) and (b) the Overcollateralization Ratios
remain at or above their levels as of the Effective Date and (iii) from Interest
Proceeds. If the aggregate of (i), (ii) and (iii) above is less than the amount that
would be payable to the Offsetting Transaction Counterparty in connection with
the Disposition of an Offsetting Transaction, then such Disposition (together with
the Disposition of the corresponding amount of the related Synthetic Security)
shall only be effected in respect of a proportion of the relevant Offset Transaction
such that the aggregate of (i), (ii) and (iii) is greater than or equal to the amount
that would be payable to the Offsetting Transaction Counterparty in connection
with such Disposition.

The Trustee, on behalf of the Issuer, shall pay from such proceeds any amounts due to
the Synthetic Security Counterparty of the related Synthetic Security (other than with
respect to a termination event or event of default where the Synthetic Security
Counterparty is the Defaulting Party or Affected Party (as such term is defined in the
Synthetic Security)).

Floating Payments Payable by the Issuer. With respect to each Synthetic Security executed
substantially in the form as shown in Schedule H, Schedule 1, Schedule J or in Schedule K, the Issuer
shall pay to the Synthetic Security Counterparty on each Floating Rate Payer Payment Date the
"Floating Payment" applicable to such Synthetic Security as calculated by the Synthetic Security
Calculation Agent and confirmed by the Trustee, which shall equal the related Writedown Amount,
Principal Shortfall Amount or Interest Shortfall Payment Amount, as applicable.

"Writedown Amount" means, with respect to any Reference Obligation Payment Date, the
product of (a) the amount of any Writedown on such date, (b) the Applicable Percentage and (c) the
Reference Price.

"Principal Shortfall Amount" which means, with respect to a Failure to Pay Principal, the
greater of (i) zero; and (ii) the product of (a) the Expected Principal Amount minus the Actual Principal
Amount, (b) the Applicable Percentage and (c) the Reference Price. If the Principal Shortfall Amount
would not be greater than the Notional Amount immediately prior to the occurrence of a Failure to Pay
Principal, then the Principal Shortfall Amount shall be deemed to be equal to the Notional Amount at such
time.

"Interest Shortfall Amount". means, with respect to any Reference Obligation Payment Date, an
amount equal to the greater of (a) zero and (b) the product of (i) the Expected Interest Amount minus the
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Actual Interest Amount and (ii) the Applicable Percentage; provided that the Interest Shortfall Amount

shall be subject to a "Fixed Cap" or other similar provision such that the Interest Shortfall Amount payable

with respect to an interest period shall be limited to the Fixed Amount payable by the relevant Synthetic
Security Counterparty.

"Expected Interest Amount" means, with respect to any Reference Obligation Payment Date,

the amount of current interest that would accrue during the related Reference Obligation Calculation

Period calculated using the Reference Obligation Coupon on a Principal/Notional Balance of the

Reference Obligation equal to the Outstanding Principal Amount taking into account any reductions due

to a principal deficiency balance or realized loss amount (however described in the Underlying

Instruments) that are attributable to the Reference Obligation. Except as provided in the previous

sentence, the Expected Interest Amount shall be determined without regard to (i) unpaid amounts in

respect of accrued interest on prior Reference Obligation Payment Dates, or (ii) any prepayment

penalties or yield maintenance provisions.

"Actual Interest Amount" means, with respect to any Reference Obligation Payment Date,

payment by or on behalf of the Issuer of an amount in respect of interest due under Reference Obligation

including, without limitation, any deferred interest, defaulted interest, but excluding payments in respect of

prepayment penalties or principal (except that the Actual Interest Amount shall include any payment of

principal representing capitalized interest) paid to the holder(s) of the Reference Obligation in respect of

the Reference Obligation.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation

Payment Date, a period corresponding to the interest accrual period relating to such Reference Obligation

Payment Date pursuant to the Underlying Instruments; provided, however, that in the case of the first

Reference Obligation Calculation Period, such Reference Obligation Calculation Period shall commence

on and include the Effective Date of such Synthetic Security.

"Floating Rate Payer Payment Date" has the meaning specified in the related Synthetic

Security, but will generally mean the first Fixed Rate Payer Payment Date falling at least two Business

Days after delivery of a notice by the Calculation Agent to the Synthetic Security Counterparty and the

Issuer or the Synthetic Security Counterparty to the Issuer that the related Floating Amount is due.

Additional Fixed Amounts Payable by the Synthetic Security Counterparty. With respect to each

Synthetic Security executed in the form as shown in Schedule H, in the form as shown in Schedule 1, in

the form as shown in Schedule J or in the form as shown in Schedule K, in addition to the Fixed

Amounts, the Synthetic Security Counterparty shall pay to the Issuer "Additional Fixed Amounts"

consisting of

(a) the payment of an Actual Interest Amount that is greater than the Expected Interest
Amount multiplied by the Applicable Percentage subject to the Fixed Cap (such
reimbursement amount the "Interest Shortfall Reimbursement Payment Amount");

(b) the Writedown Reimbursement Amount specified by the Synthetic Security Calculation
Agent in its notice to the parties or the Issuer in its notice to the Synthetic Security
Counterparty of the existence of a Writedown Reimbursement (such reimbursement
amount, the "Writedown Reimbursement Payment Amount"); provided that the

aggregate of all Writedown Reimbursement Payment Amounts at any time shall not
exceed the aggregate of all Floating Amounts paid by the Issuer in respect of
Writedowns; and
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(c) the Principal Shortfall Reimbursement Amount specified by the Synthetic Security
Calculation Agent in its notice to the parties or the Issuer in its notice to the Synthetic
Security Counterparty of the existence of a Principal Shortfall Reimbursement (such
reimbursement amount, the "Principal Shortfall Reimbursement Payment Amount");
provided that the aggregate of all Principal Shortfall Reimbursement Payment Amounts at
any time shall not exceed the Aggregate of all Floating Amounts paid by the Issuer in
respect of occurrences of Failure to Pay Principal.

"Writedown Reimbursement" means, with respect to any day, the occurrence of either (a) a
payment in respect of the Reference Obligation in reduction of any prior Writedowns or (b) (i) an increase
in the Outstanding Principal Amount of the Reference Obligation to reflect the reversal of any prior
Writedowns or (ii) a decrease in the principal deficiency balance or realized loss amounts (howsoever
described in the Underlying Instruments) attributable to the Reference Obligation).

"Writedown Reimbursement Amount" means, with respect to any day the product of (a) the
sum of all Writedown Reimbursements on that day (b) the Applicable Percentage and (c) the Reference
Price.

"Principal Shortfall Reimbursement Amount" means, with respect to any Reference Obligation
Payment Date, the product of (a) the amount of any Principal Shortfall Reimbursement, (b) the Applicable
Percentage and (c) the Reference Price.

"Principal Shortfall Reimbursement" means, with respect to any Reference Obligation Payment
Date, the payment of an amount in respect of the Reference Obligation in or toward the satisfaction of
any deferral of or failure to pay principal arising from one or more prior occurrences of a Failure to Pay
Principal.

Credit Events. "Credit Event" means, solely with respect to Reference Obligations that are
RMBS Securities, with respect to any Reference Obligation, the occurrence of a:

(i) "Failure to Pay Principal", means (i) a failure by the Reference Entity (or any
Insurer) to pay an Expected Principal Amount on the Final Amortization Date or
the Legal Final Maturity Date, as the case may be or (ii) payment on any such
day of an Actual Principal Amount that is less than the Expected Principal
Amount; provided that the failure by the Reference Entity (or any Insurer) to pay
any such amount in respect of principal in accordance with the foregoing shall
not constitute a Failure to Pay Principal if such failure has been remedied within
any grace period applicable to such payment obligation under the Underlying
Instruments or, if no such grace period is applicable, within three Business Days
after the day on which the Expected Principal Amount was scheduled to be paid;

(ii) "Writedown", means the occurrence at any time on or after the Effective Date of:
(i) (A) a writedown or applied loss (however described in the Underlying
Instruments) resulting in a reduction in the Outstanding Principal Amount (other
than as a result of a scheduled or unscheduled payment of principal); or (B) the
attribution of a principal deficiency or realized loss (howsoever described in the
Underlying Instruments) to the Reference Obligation resulting in a reduction of
the current interest payable on the Reference Obligation; or (ii) the forgiveness of
any amount of principal by the holders of the Reference Obligation pursuant to
an amendment to the Underlying Instruments resulting in a reduction in the
Outstanding Principal Amount;
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(iii) "Distressed Ratings Downgrade", which means that the Reference Obligation,
on any date of determination:

(a) if publicly rated by Moody's,

(i) is downgraded to "Caa2" or below by Moody's or

(ii) has the rating assigned to it by Moody's withdrawn and, in each
case, not reinstated within five (5) Business Days of such
downgrade or withdrawal; provided, if such Reference Obligation
was assigned a public rating of "Baa3" or higher by Moody's
immediately prior to the occurrence of such withdrawal, it shall
not constitute a Distressed Ratings Downgrade if such
Reference Obligation is assigned a public rating of at least
"Caal" by Moody's within three (3) calendar months of such
withdrawal; or

(b) if publicly rated by Standard & Poor's,

(i) is downgraded to "CCC" or below by Standard & Poor's or

(ii) has the rating assigned to it by Standard & Poor's withdrawn
and, in each case, not reinstated within five (5) Business Days of
such downgrade or withdrawal; provided, if such Reference
Obligation was assigned a public rating of "BBB-" or higher by
Standard & Poor's immediately prior to the occurrence of such
withdrawal, it shall not constitute a Distressed Ratings
Downgrade if such Reference Obligation is assigned a public
rating of at least "CCC+" by Standard & Poor's within three (3)
calendar months of such withdrawal; or

(c) if publicly rated by Fitch Ratings Inc. ("Fitch"),

(i) is downgraded to "CCC" or below by Fitch or

(ii) has the rating assigned to it by Fitch withdrawn and, in each
case, not reinstated within five (5) Business Days of such
downgrade or withdrawal; provided, however, if such Reference
Obligation was assigned a public rating of "BBB-" or higher by
Fitch immediately prior to the occurrence of such withdrawal, it
shall not constitute a Distressed Ratings Downgrade if such
Reference Obligation is assigned a public rating of at least
"CCC+" by Fitch within three (3) calendar months of such
withdrawal.

Downgrade of the Synthetic Security Counterparties. If a Synthetic Security Counterparty or its
guarantor fails to maintain certain rating levels described in the Schedule to the ISDA Master Agreement,
such Synthetic Security Counterparty may be required to post collateral, obtain a guaranty from a
guarantor with the required rating, or assign its rights and obligations under each related Synthetic
Security to a replacement synthetic security counterparty satisfying the ratings requirements specified by
each of the Rating Agencies for the synthetic security counterparty and, if the Synthetic Security
Counterparty does not, within thirty (30) days of such failure (or where the Synthetic Security
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Counterparty fails to maintain certain lower rating levels described in the Schedule to the ISDA Master

Agreement, it does not, within 10 days of such failure) take such action, the Issuer will be permitted to

terminate each such Synthetic Security.

If and to the extent that the Synthetic Security Counterparty posts collateral to secure its

obligations under the related Synthetic Security due to failure to maintain certain rating levels described in

the Schedule to the ISDA Master Agreement, the Trustee shall establish a Synthetic Security Issuer

Account. The Trustee shall credit to the Synthetic Security Issuer Account all amounts that are required

to secure the obligations of the Synthetic Security Counterparty. Except for investment earnings, the

Synthetic Security Counterparty shall not have any legal, equitable or beneficial interest in the related

Synthetic Security Issuer Account other than in accordance with the Indenture, the applicable Synthetic

Security and applicable law.

Governing Law. Each Synthetic Security will state that it will be governed by, and will be

construed in accordance with, the laws of the State of New York without regard to any conflicts of laws

principle. Each of the Issuer and the Synthetic Security Counterparty will be required to submit to the

jurisdiction of the New York courts in connection with each Synthetic Security, and the Issuer is expected

to appoint CT Corporation System to accept service of process on its behalf.

Investments in Synthetic Securities present risks in addition to those associated with other types

of Underlying Assets. See "Risk Factors-Nature of the Underlying Assets" and "-Synthetic Securities".

Offsetting Transactions

The Issuer may from time to time, subject to compliance with the Collateral Quality Tests, enter

into credit default swaps with one or more Offsetting Transaction Counterparties, to the extent required in

order to hedge all or part of its credit exposure (determined as set out below) to obligors under Synthetic

Securities (each such transaction, as "Offsetting Transaction"). In the event that any such Offsetting

Transaction is entered into in respect of all or part of a Synthetic Security, such Synthetic Security (or part

thereof) will no longer be considered a Synthetic Security (the amount of such Synthetic Security so

offset, the "Offset Transaction").

An Offsetting Transaction shall hedge all or part of the Issuers credit exposure if, in the

reasonable judgment of the Collateral Manager acting on behalf of the Issuer, such Offsetting Transaction

hedges the Issuers risk of loss (in whole or in part) with respect to the relevant Synthetic Security and the

Offsetting Transaction relates to the same Reference Obligation .and provides for all obligations

thereunder to have substantially the same characteristics as obligations specified in such Synthetic

Security (other than premium payable).

[Each Offsetting Transaction and Offset Transaction will include cross-default provisions

providing that, in the case of an Offsetting Transaction, following an event of default or termination event

with respect to an Offset Transaction, the related Offsetting Transaction will terminate and that, in the

case of an Offset Transaction, following an event of default or termination event with respect to an

Offsetting Transaction, the related Offset Transaction will terminate.)

The fixed amounts payable with respect to an Offsetting Transaction must be less than or equal

to the fixed amounts payable with respect to the related Synthetic Security and in certain circumstances

the Issuer may be required to make an upfront payment to the Offsetting Transaction Counterparty.
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An Offsetting Transaction may only hedge a component in the related Offset Transaction that

prior to such offset was a Synthetic Security. For the avoidance of doubt hedging an Offset Transaction
with additional Offsetting Transactions is not allowed.

An Offsetting Transaction may only be Disposed if the long component of the related Offset

Transaction is simultaneously Disposed. An Offsetting Transaction must be immediately Disposed if the

related Offset Transaction is Disposed.

Any payments received by the Issuer under an Offsetting Transaction that is a component of an

Offset Transaction will be netted against payments paid by the Issuer under the opposite component.

The acquisition of any Offsetting Transaction will be subject to the Rating Agency Condition

except where such Offsetting Transaction is a Form Approved Short Synthetic Confirmation. The fixed

amount payable under any Offsetting Transaction acquired by the Issuer will be paid on an ongoing basis

from Interest Proceeds; provided that the acquisition of such Offsetting Transaction will be subject to

compliance with the Weighted Average Spread Test or, if the Weighted Average Spread Test is not in

compliance prior to such acquisition, would result in the Weighted Average Spread Test being maintained

or improved, if recalculated after giving effect to acquisition of such Offsetting Transaction; and provided

further that such fixed amounts may only be paid out of Interest Proceeds.

Upon the occurrence of a Credit Event under an Offsetting Synthetic Transaction, the Physical

Settlement Amount or any cash settlement amount receivable by the Issuer will be paid into the Principal

Collection Account, except to the extent that such amounts are offset against any amount payable by the

Issuer.

Notwithstanding anything to the contrary herein:

(1) Offset Transactions and the related Offsetting Transactions will not be considered Assets

for purposes of the Collateral Quality Tests other than the Weighted Average Spread Test; and

(2) for the purposes of the Eligibility Criteria, neither the Offset Transactions nor the

Offsetting Transactions will be considered.

The Collateral Quality Tests

The Collateral Quality Tests will be used to establish that the characteristics of the Issuer's

portfolio on the Closing Date satisfy certain threshold levels and, following the Closing Date, to determine
whether trading of the Underlying Assets is permitted. The "Collateral Quality Tests" are the Standard &

Poor's Minimum Weighted Average Recovery Rate Test, the Moody's Asset Correlation Test, the Moody's
Minimum Weighted Average Recovery Rate Test, the Moody's Weighted Average Rating Factor Test, the

Weighted Average Coupon Test, the Weighted Average Spread Test and the Weighted Average Life Test

described below.

Measurement of the degree of compliance with the Collateral Quality Tests will be required on the

Closing Date and on each Measurement Date. For purposes of the Weighted Average Coupon Test and

Weighted Average Spread Test, a Synthetic Security will be included as an Underlying Asset having the

characteristics of the Synthetic Security and not of the related Reference Obligation. A failure by the

Issuer to satisfy a Collateral Quality Test will not result in an Event of Default under the Indenture.

Ratings of Underlying Assets. The "Standard & Poor's Rating" of any Underlying Asset will be

determined as described on Schedule C hereto. The "Moody's Rating" of any Underlying Asset will be

determined as described on Schedule D hereto.
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Standard & Poor's Minimum Weighted Average Recovery Rate Test The "Standard & Poor's
Minimum Weighted Average Recovery Rate Test" will be satisfied on the Closing Date or any
Measurement Date if the Standard & Poor's Weighted Average Recovery Rate is greater than or equal to

(a) with respect to the Class A-1 Notes, 0%,

(b) with respect to the Class A-2 Notes, 0%,

(c) with respect to the Class B Notes, 0%,

(d) with respect to the Class C Notes, 0%,

(e) with respect to the Class D Notes, [% and

(f) with respect to the Class E Notes, 0%.

The "Standard & Poor's Weighted Average Recovery Rate" is the number obtained by
summing the products obtained by multiplying the Principal/Notional Balance of each Underlying Asset by
its Standard & Poor's Applicable Recovery Rate, dividing such sum by the Aggregate Principal/Notional
Balance of all such Underlying Assets, multiplying the result by 100 and rounding up to the first decimal
place. The "Standard & Poor's Applicable Recovery Rate" means, with respect to any Underlying Asset,
an amount equal to the percentage for such Underlying Asset (which shall mean with respect to a
Synthetic Security, the related Reference Obligation) set forth in the Standard & Poor's Recovery Matrix
attached as Schedule E in (a) the applicable table, (b) the row in such table opposite the Standard &
Poor's Rating of such Underlying Asset as of the date of issuance of such Underlying Asset and (c)(i) for
purposes of determining the Standard & Poor's Recovery Rate, the column in such table below the
current rating of the respective Class of Notes or (ii) for purposes of determining the Calculation Amount,
the column in such table below the current rating of the most senior Class of Notes outstanding.

Standard & Poor's CDO Evaluator. The "Standard & Poor's CDO Evaluator' means the
dynamic, analytical computer model developed by Standard & Poor's and used to estimate default risk of
Underlying Assets and provided to the Collateral Manager and the Trustee on or before the Closing Date,
as it may be modified by Standard & Poor's from time to time and provided to the Collateral Manager and
the Trustee following the Closing Date.

Moody's Asset Correlation Test. The "Moody's Asset Correlation Test" means a test which will
be satisfied as of the Closing Date or any Measurement Date if the Moody's Correlation Factor is equal to
or less than 0%; provided that a single-obligation Synthetic Security will be included as an Asset-Backed
Security having the characteristics of the related Reference Obligation (and the issuer thereof will be
deemed to be the related Reference Obligor and not the Synthetic Security Counterparty). For the
purpose of this test, the number of assets is 0.

"Moody's Correlation Factor" means 0.

Moody's Minimum Weighted Average Recovery Rate Test. The "Moody's Minimum Weighted
Average Recovery Rate Test" will be satisfied as of the Closing Date or any Measurement Date if the
Moody's Weighted Average Recovery Rate is greater than or equal to 0%.

The "Moody's Weighted Average Recovery Rate" is the number obtained by summing the
products obtained by multiplying the Principal/Notional Balance of each Underlying Asset (excluding any
Defaulted Asset) by its applicable recovery rate (determined for purposes of this definition in accordance
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with Schedule F), dividing such sum by the Aggregate Principal/Notional Balance of all such Underlying
Assets, multiplying the result by 100 and rounding up to the first decimal place.

Moody's Weighted Average Rating Factor Test. The "Moody's Weighted Average Rating
Factor Test" will be satisfied as of the Closing Date or any Measurement Date if the Moody's Weighted
Average Rating Factor of the Underlying Assets is equal to a numerical value of not more than [.

The "Moody's Weighted Average Rating Factor" is the number determined by dividing:

(a) the summation of the series of products obtained for any Underlying Asset that is not a
Defaulted Asset, by multiplying (i) the Principal/Notional Balance of each such Underlying
Asset by (ii) its respective Moody's Rating Factor, by

(b) the sum of the Aggregate Principal/Notional Balance of all Underlying Assets that are not
Defaulted Securities.

Weighted Averaqe Coupon Test. The "Weighted Average Coupon Test" will be satisfied on the
Closing Date or any Measurement Date if the Weighted Average Coupon is greater than or equal to the
percentage specified in the table below with respect to such date.

Test
Date Percentage

The "Weighted Average Coupon" is the number (rounded up to the next 0.01%) obtained by (i)
summing the products obtained by multiplying (A) the current interest rate on each Underlying Asset that
is a Fixed Rate Security (excluding all Defaulted Securities, Written Down Securities and Deferred
Interest PIK Bonds) by (B) the Principal/Notional Balance of each such Underlying Asset and (ii) dividing
such sum by the Aggregate Principal/Notional Balance of all Underlying Assets that are Fixed Rate.
Securities (excluding all Defaulted Securities, Written Down Securities and Deferred Interest PlK Bonds).

Weighted Averaqe Spread Test. The "Weighted Average Spread Test" will be satisfied as of
the Closing Date or any Measurement Date if the Weighted Average Spread is greater than or equal to
the percentage specified in the table below with respect to such date.

Test
Date Percentage
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The "Weighted Average Spread" is the number (rounded up to the next 0.01%) obtained by (a)

summing the products obtained by multiplying (i) the spread above the floating rate index at which
interest accrues on each Underlying Asset or Offset Transaction (in an amount equal to the difference, if

any, between the spread of the long component of such Offset Transaction and that of the related

Offsetting Transaction) that is a Floating Rate Security or the Fixed Amount applicable to a Synthetic
Security (in each case, other than a Defaulted Asset, Written Down Security or Deferred Interest PIK

Bond) as of such date by (ii) the Principal/Notional Balance of such Underlying Asset or Offset
Transaction as of such date, and (b) dividing such sum by the Aggregate Principal/Notional Balance of all

Underlying Assets that are Floating Rate Securities (excluding all Defaulted Securities, Written Down
Securities and Deferred Interest PIK Bonds).

The "Weighted Average Life Test" will be satisfied as of the Closing Date or any Measurement

Date during any period set forth below if the Weighted Average Life of all Underlying Assets as of such
Measurement Date is less than or equal to the number of years set forth in the table below.

On any Measurement Date during the [] years
Reinvestment Period

Thereafter years

"Weighted Average Life" means, on any Measurement Date with respect to any Underlying
Asset, the number obtained by (i) summing the products obtained by multiplying (a) the Average Life at

such time of each Underlying Asset (excluding Defaulted Assets) by (b) the Principal/Notional Balance of

such Underlying Assets and (ii) dividing such sum by the Aggregate Principal/Notional Balance at such

time of all Underlying Assets. For the purpose of this definition, with respect to the Synthetic Securities,
calculations will be made with respect to related Reference Obligation.

"Average Life" means on any Measurement Date with respect to any Underlying Asset (provided
that, with respect to any Synthetic Security, such determination will be made with respect to the related
Reference Obligation), the quotient obtained by dividing (i) the sum of the products of (a) the number of

years (rounded to the nearest one tenth thereof) from such Measurement Date to the respective dates of
each successive distribution of principal of such Underlying Asset (other than a Defaulted Asset)

(assuming that (A) no collateral defaults or is sold, (B) prepayment of any Underlying Asset during any

month occurs (a) at the rate of prepayment assumed at the time of issuance of such Underlying Asset or

(b) at the prospectus pricing curve or other similar rate as determined by the Collateral Manager in its

reasonable business judgment and (C) any clean-up call, auction call or similar redemption of the

Underlying Asset occurs in accordance with its terms), and (b) the respective amounts of principal of such
distributions by (ii) the sum of all successive distributions of principal on such Underlying Asset (other

than a Defaulted Asset).
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Closing Date Portfolio

The portfolio of Underlying Assets acquired (or committed to be acquired for settlement in
accordance with customary settlement procedures in the relevant markets) by the Issuer on or prior to the
Closing Date has the following characteristics (as of 0 2007):

Aggregate Principal/Notional Balance (1) U.S.$[]

Fixed Rate Securities (2)- [ ]% of the Net Outstanding Underlying Asset
Balance

Floating Rate Securities (3) [ ]% of the Net Outstanding Underlying Asset
Balance

Top Issue Concentration (4) n
Top Servicer Concentration (5) ]

Standard & Poor's Weighted Average (6) (a) with respect to the Class A-1 Notes, [ ]%
Recovery Rate

(b) with respect to the Class A-2 Notes, [ ]%

(c) with respect to the Class B Notes, []%

(d) with respect to the Class C Notes, []%

(e) with respect to the Class D Notes, []%

(f) with respect to the Class E Notes, [%

Weighted Average Coupon (7) [1 %

Weighted Average Spread (8) []%

Weighted Average Life (9) 11

Moody's Correlation Factor (10) [1%

Moody's Weighted Average Recovery Rate (11) [1%

Moody's Weighted Average Rating Factor (12) [ ,

The Issuer may not acquire any Underlying Asset unless such acquisition is made on an "arm's-
length basis" for fair market value.

Disposition

Underlying Assets may be retired prior to their respective final maturities due to, among other
things, the existence and frequency of exercise of any optional or mandatory redemption features of such
Underlying Assets. In addition, pursuant to the Indenture and so long as no Event of Default has occurred
and is continuing and subject to the conditions set forth in paragraphs (1) through (5) in the section
"Disposition of Underlying Assets" below, the Collateral Manager may Dispose of any (i) Defaulted Asset,
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(ii) Equity Security, (iii) Credit-Risk Asset, (iv) Credit Improved Asset, (v) other Underlying Assets
Disposed of pursuant to paragraph (4) below and (vi) any Underlying Asset that is subject to withholding
as described below.

"Disposition" means one of the following:

(i) in the case of any Asset-Backed Security, Equity Security, Defaulted Asset, Written Down
Security or Eligible Investment, the sale thereof by the Collateral Manager, acting on
behalf of the Issuer

(ii) in the case of any Synthetic Security, the termination or novation thereof by agreement
between the parties thereto; or

(iii) in respect of any Underlying Asset, the entry by the Issuer into an Offsetting Transaction
in respect of such Underlying Asset.

References to "Dispose" and "Disposed" will be construed accordingly.

"Disposition Proceeds" means:

(1) in the case of any Asset-Backed Security, Equity Security, Eligible Investment, Defaulted
Asset or Written Down Security, the net proceeds of sale by agreement between the
parties thereto, the amounts received by the Issuer from the applicable counterparty,
excluding any amounts included in such proceeds that represent accrued and unpaid
interest save to the extent that such amounts are designated as Principal Proceeds by
the Collateral Manager, acting on behalf of the Issuer, in connection with such sale; or

(ii) in the case of any Synthetic Security that is terminated or novated by agreement between
the parties thereto:

(a) solely for the purposes of applying paragraphs (1) through (5) in the section
"Disposition of Assets" below, an amount equal to the Principal/Notional Balance
thereof, plus or minus any mark-to-market amounts payable or received by the
Issuer upon such termination or novation; and

(b) in all other cases, any mark-to-market amounts payable or received by the Issuer
upon such termination or novation.

Disposition of Underlying Assets

Defaulted Assets and Equity Securities

(1) Subject to the provisions of the immediately following sentence, the Collateral Manager
on behalf of the Issuer, may direct the Trustee in writing to Dispose of any Underlying
Asset that the Collateral Manager, acting on behalf of the Issuer, determines to be (and
which the Collateral Manager certifies in writing to the Trustee that it has determined to
be) a Defaulted Asset or an Equity Security; it being agreed in the Indenture, however,
that notwithstanding any of the foregoing, (A) the Issuer will be obligated to complete the
Disposition of any Defaulted Asset (i) within one year of the date on which it was so
determined to be a Defaulted Asset, (ii) subject to the satisfaction of the Rating Condition
with respect to Moody's only, within two years of the date on which it was determined to
be a Defaulted Asset or (iii) if applicable, within two years of such later date on which
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such Defaulted Asset may first be Disposed of in accordance with its terms or under
applicable law- (B) the Issuer will be obligated to complete the Disposition of any Equity
Security received in exchange for a Defaulted Asset (i) within one year of the date on
which the related Underlying Asset was so determined to be a Defaulted Asset or (ii) if

applicable, within one year of such later date on which such Equity Security may first be

Disposed of in accordance with its terms or under applicable law; and (C) the Issuer will

be obligated to complete the Disposition of any other kind of Equity Security (i) within five

Business Days of the Issuer's receipt thereof or (ii) if applicable, within five Business

Days of any later date on which such Equity Security may first be Disposed of in

accordance with its terms or under applicable law.

Credit-Risk Assets

(2) The Collateral Manager, on behalf of the Issuer, may direct the Trustee in writing to

Dispose of any Underlying Asset that the Collateral Manager, acting on behalf of the

Issuer, determines to be (and which the Collateral Manager certifies in writing to the

Trustee that it has determined to be) a Credit-Risk Asset and, if applicable, to acquire

additional Underlying Assets in accordance with clause (B) below. The Collateral

Manager may not direct the Trustee to Dispose of any Underlying Asset that it

determines to be a Credit-Risk Asset unless, in connection with the Disposition of such

Credit-Risk Asset, the Collateral Manager will certify in writing to the Trustee that:

(A) at the direction of the Collateral Manager, the Disposition Proceeds
arising from the Disposition of such Credit-Risk Asset shall be

transferred to the Principal Collection Account to be applied in
accordance with the Priority of Payments; provided that such Disposition

Proceeds may not be reinvested, or

(B) the Coliateral Manager believes that the Issuer will be able to reinvest

the Disposition Proceeds arising from the Disposition of such Credit-Risk
Asset, within [180] days after such Credit-Risk Asset is Disposed of, in

one or more additional Asset-Backed Securities or Synthetic Securities
having an Aggregate Principal/Notional Balance that, together with
accrued interest thereon, is at least equal to the Disposition Proceeds
arising from the Disposition of such Credit-Risk Asset being Disposed of
and the Collateral Manager believes that after giving effect to such

Disposition and the subsequent acquisition, the level of each of the
Collateral Quality Tests and Eligibility Criteria is maintained or improved
as compared to the test levels prior to such Disposition and subsequent
acquisition; provided however that after the Reinvestment Period, the
Issuer may not Dispose of a Credit-Risk Asset and acquire one or more
additional Underlying Assets pursuant to this paragraph unless,
additionally, (i) the Collateral Quality Tests are in compliance, (ii) the
Underlying Asset proposed to be acquired shall have a Moody's Rating
and a Standard & Poor's Rating at least equal to the Moody's Rating and
the Standard & Poor's Rating respectively of the Credit-Risk Asset to be
Disposed, (iii) the weighted average life of the Underlying Asset(s)
proposed to be acquired following such Disposition shall be no more
than two years greater than the weighted average life of the Credit-Risk
Asset to be Disposed and (iv)(A) all Coverage Tests are satisfied prior to
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such Disposition, (B) the Collateral Manager believes that, after giving
effect to such Disposition and the subsequent acquisition described in
this paragraph all Coverage Tests will be satisfied and the level of each
Coverage Test will be at least equal to its level prior to such Disposition
and (C) the level of the Class D Overcollateralization Test is at least
equal to 0.

Credit-Improved Assets

(3) Credit-improved Assets. The Collateral Manager, on behalf of the Issuer, may direct the
Trustee in writing to Dispose of any Underlying Asset that the Collateral Manager, acting
on behalf of the Issuer, determines to be (and which the Collateral Manager certifies in
writing to the Trustee that it has determined to be) a Credit Improved Asset and, if
applicable, to acquire additional Underlying Assets in accordance with clause (B) below.
The Collateral Manager may not direct the Trustee to Dispose of any Underlying Asset
that it determines to be a Credit-improved Asset unless, in connection with the
Disposition of such Credit-Improved Asset, the Collateral Manager will certify in writing to
the Trustee that

(A) at the direction of the Collateral Manager, the Disposition Proceeds
arising from the Disposition of such Credit-Improved Asset shall be
transferred to the Principal Collection Account to be applied in
accordance with the Priority of Payments; provided that (i) such
Disposition Proceeds may not be reinvested and (ii) such Disposition
Proceeds must be at least equal to the par value of the Credit-Improved
Asset Disposed, or

(B) the Collateral Manager believes that the Issuer will be able to reinvest
the Disposition Proceeds arising from the Disposition of such Credit-
Improved Asset, within [180] days after such Credit-Improved Asset is
Disposed of, in one or more additional Asset-Backed Securities or
Synthetic Securities having an Aggregate Principal/Notional Balance at
least equal to the Aggregate Principal/Notional Balance of the Credit-
Improved Asset to be Disposed, and the Collateral Manager believes
that after giving effect to such Disposition and the subsequent
acquisition, the level of each of the Collateral Quality Tests and Eligibility
Criteria is maintained or improved as compared to the test levels prior to
such Disposition and subsequent acquisition; provided however that after
the Reinvestment Period, the Issuer may not Dispose of a Credit-
Improved Asset and acquire another Underlying Asset pursuant to this
paragraph unless, additionally, (I) the Collateral Quality Tests are in
compliance, (ii) the Underlying Asset proposed to be acquired shall have
a Moody's Rating and a Standard & Poor's Rating at least equal to the
Moody's Rating and the Standard & Poor's Rating, respectively, of the
Credit-improved Asset to be Disposed, (iii) the weighted average life of
the Underlying Asset(s) proposed to be acquired following such
Disposition shall be no more than two years greater than the weighted
average life of the Credit-Improved Asset to be Disposed and (iv)(A) all
Coverage Tests are satisfied prior to such Disposition, (B) the Collateral
Manager believes that, after giving effect to such Disposition and the

127

PSI-M&TBank-02-0148

Footnote Exhibits  - Page 1845



subsequent acquisition described in this paragraph all Coverage Tests
will be satisfied and the level of each Coverage Test will be at least equal
to its level prior to such Disposition and (C) the level of the Class D
Overcollateralization Test is at least equal to 0.

Discretionary Trading

(4) At any time during the Reinvestment Period, the Collateral Manager, on behalf of the
Issuer, may direct the Trustee in writing to Dispose of (and acquire if applicable), and the
Trustee shall Dispose of (and acquire, if applicable) in the manner so directed by the
Collateral Manager, acting on behalf of the Issuer, in writing, any Underlying Asset if, in
connection with the Disposition of such Underlying Asset and the acquisition of another
Underlying Asset, as applicable, the Collateral Manager shall certify in writing to the
Trustee that:

(i) the Collateral Manager believes in good faith that Disposition
Proceeds relating to such Underlying Asset can be reinvested
within [180] days after the Disposition of such Underlying Asset
in one or more additional Underlying Assets such that the
Aggregate Principal/Notional Balance of such additional
Underlying Assets is greater than or equal to the
Principal/Notional Balance of the Underlying Asset to be so
Disposed,

(ii) the Aggregate Principal/Notional Balance of all Underlying
Assets Disposed of pursuant to this paragraph during any
calendar year (including the period from the Closing Date to the
end of calendar year 2007), does not exceed [20]% of the Net
Outstanding Asset Balance as of the first day of such period
(excluding, for the purposes of such calculation, the Disposition
of any Credit-Risk Assets, Credit-Improved Assets, Defaulted
Assets, Equity Securities and Withholding Securities and any
Underlying Asset Disposed by the entry of the Issuer into an
Offsetting Transaction with respect to such Underlying Asset),

(iii) the Collateral Manager believes that after giving effect to such
Disposition and the subsequent acquisition, the level of each of
the Collateral Quality Tests and Eligibility Criteria is maintained
or improved as compared to the test levels prior to such
Disposition and subsequent acquisition;

(iv) and Moody's has not reduced the long term rating of any Class
of Notes below the long term rating in effect on the Closing Date
by one or more major rating categories.

Underlying Assets Subject to Withholding

(5) Notwithstanding any of the limitations prescribed by the preceding paragraphs, if no
Event of Default has occurred and is continuing, the Collateral Manager, on behalf of the
Issuer, may, at any time, direct the Trustee in writing to Dispose of any Underlying Asset
(regardless of whether such Underlying Asset is or can be characterized as, or
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determined to be, a Defaulted Asset, an Equity Security, a Credit-Risk Asset or a Credit
Improved Asset) if the Collateral Manager shall certify in writing to the Trustee that,
based upon an opinion of counsel addressed to the Issuer and the Collateral Manager,
the Collateral Manager, acting on behalf of the Issuer, has determined, that such
Underlying Asset is, or may become, subject to withholding or other similar taxes.

In addition, during and after the Reinvestment Period, the Issuer, at the direction of the Collateral
Manager, may also enter into Offsetting Transactions; provided that each Offsetting Transaction will be
treated as a Disposition of the related Underlying Asset, meaning that Offsetting Transactions will be
deemed to be discretionary and not in connection with the Disposition of Defaulted Assets, Equity
Securities, Credit-Risk Assets, Credit-Improved Assets and Withholding Securities shall only occur during
the Reinvestment Period.

Any Disposition of an Underlying Asset will be conducted on an "arm's length basis" for fair
market value and in accordance with the requirements of the Management Agreement, and, if effected
with the Issuer, the Trustee, a Designated Party or any Affiliate of any of the foregoing, will be effected in
a secondary market transaction on terms at least as favorable to the Noteholders as would be the case if
such person were not so affiliated; provided that, after the Closing Date, the Collateral Manager on behalf
of the Issuer shall not direct the Trustee to acquire directly any Asset-Backed Security or a Synthetic
Security for inclusion in the Collateral from any account or portfolio for which the Collateral Manager
serves as investment advisor or direct the Trustee to Dispose of directly any Underlying Asset to any
account or portfolio for which the Collateral Manager serves as investment advisor unless such
acquisition or Disposition complies with all material requirements of any applicable laws. The Trustee will
have no responsibility to oversee or ensure compliance with the above conditions by the other parties.
Any Disposition Proceeds arising out of the Disposition of an Asset-Backed Security that are deposited in
the Disposition Proceeds Account to be reinvested in other Underlying Assets within [180) days following
such Disposition. Following such [180] day period, if such Disposition Proceeds have not been

reinvested in any substitute Underlying Asset and remain in the Disposition Proeeds Accont, such

Disposition Proceeds shall be deposited in the Principal Collection Account and applied in accordance
with the Priority of Payments.

During the Reinvestment Period, Principal Proceeds may be reinvested in additional Asset-
Backed Securities or additional Synthetic Securities, or used to purchase Eligible Investments, in each
case in accordance with the reinvestment criteria set forth under "-Eligibility Criteria".

In addition, during the Reinvestment Period, the Collateral Manager may direct the Trustee to
apply, by transferring such amount or portion thereof from the Synthetic Collateral Account to the
Principal Collection Subaccount, on any Distribution Date to pay the amounts set forth in clauses (1)
through (3) under the Principal Proceeds Priority of Payments, to the extent such amounts are not paid
with Principal Proceeds listed in clauses (1) through (11) and (14) of the definition thereof and/or on any
date as directed by the Issuer to acquire additional Asset-Backed Securities or additional Synthetic
Securities, in each case, in accordance with the reinvestment criteria set forth under "The Accounts-
Synthetic Collateral Accounts" (unless, at the sole and absolute discretion of the Collateral Manager, such
amount is to be treated as Principal Proceeds and applied in accordance with the Priority of Payments for
Principal Proceeds).

Certain Definitions

"Average Life" means on any Measurement Date on or after the Closing Date with respect to any
Underlying Asset (provided, that with respect to any Synthetic Security, such determination will be made
with respect to the related Reference Obligation), the quotient obtained by dividing (i) the sum of the
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products of (a) the number of years (rounded to the nearest one tenth thereof) from such Measurement
Date to the respective dates of each successive scheduled distribution of principal of such Underlying
Asset (other than a Defaulted Asset or Deferred Interest PIK Bond) (assuming that (A) no collateral
defaults or is sold except those that have already defaulted or been sold, (B) prepayment of any

Underlying Asset during any month occurs (x) with respect to an Underlying Asset issued no more than

six months prior to such Measurement Date, at the rate of prepayment assumed at the time of issuance
of such Underlying Asset and (y) with respect to an Underlying Asset issued more than six months prior to

such Measurement Date, at the average rate of prepayment observed.over the six months immediately

preceding such Measurement Date based on available transaction reporting data (and if such data is

unavailable, at the assumed constant prepayment rate or prepayment curve set out in the offering

document for such Underlying Asset, as determined by the Collateral Manager in its reasonable business

judgment), (C) any clean up call, auction call or similar redemption (but not optional redemption) of the

Underlying Asset occurs in accordance with the terms of the relevant Underlying Asset and (D) no

optional redemption occurs), and (b) the respective amounts of principal of such scheduled distributions

by (ii) the sum of all successive scheduled distributions of principal on such Underlying Asset (other than

a Defaulted Asset or Deferred Interest PIK Bond).

"Credit-improved Asset" means any Asset-Backed Security or Synthetic Security (in which case

such determination will be made with respect to the related Reference Obligation) (excluding in each case

the long component of any Offset Transaction) that is in compliance with at least one of the following
criteria (the "Credit-Improved Criteria"):

(a) so long as the long term ratings of the Class A-1 Notes, Class A-2 Notes or the Class B

Notes have not been downgraded by one or more rating sub-categories by Moody's and so long as the

long term ratings of the Class C Notes, the Class D Notes or the Class E Notes have not been

downgraded by two or more rating sub-categories by Moody's (and such ratings have not been restored),
the Collateral Manager, acting on behalf of the Issuer, has determined in a commercially reasonable

manner (which determination may not be called into auestion as a result of subsequent events) that: (i)

the issuer of such Asset-Backed Security or the issuer of the Reference Obligation related to such

Synthetic Security, as applicable, in the commercially reasonable judgment of the Collateral Manager,
acting on behalf of the Issuer, has shown improved financial results; (ii) the transferor, originator, obligor

of or insurer of such Asset-Backed Security or of the Reference Obligation related to such Synthetic

Security, as applicable, since the date on which such Asset-Backed Security or Synthetic Security was

purchased or entered into, as applicable, by the Issuer has raised significant equity capital or has raised

other capital that has improved the liquidity or credit standing of such transferor, originator, obligor or

insurer; (iii) in the case of an Asset-Backed Security, there has occurred a significant improvement in the

underlying pool of assets or an increase in.the level of subordination; or (lv) such Asset-Backed Security
or the Reference Obligation related to such Synthetic Security, as applicable, has decreased its spread

over the Interest rate on the applicable U.S. Treasury Benchmark by an amount exceeding [0.50]% for

fixed rate assets or by an amount exceeding [0.25]% over the relevant rate index for floating rate assets

or has increased in price to [102]% or more of its original purchase price paid by the Issuer due primarily

to credit related reasons as determined by the Collateral Manager, acting on behalf of the Issuer, in each

case, since it was acquired by the Issuer; and

(b) (i) the Collateral Manager, acting on behalf of the Issuer, believes, in the Collateral
Manager's commercially reasonable judgement (which belief may not be called into question as a result

of subsequent events) that the Underlying Asset or such related Reference Obligation, as applicable, has

substantially improved in credit quality and (ii) such Underlying Asset or such related Reference

Obligation, as applicable, has been upgraded or put on a watch list for possible upgrade by one or more

rating sub-categories by one or more Rating Agencies since the date on which it was acquired or entered
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into by the Issuer; it being agreed in the Indenture that only clause (2) of the definition of "Credit improved
Criteria" will apply if the long term ratings of Class A- Notes, Class A-2 Notes or the Class B Notes have
been downgraded by one or more rating sub-categories by Moody's or the long term rating of the Class C
Notes, the Class D Notes or the Class E Notes have been downgraded by two or more rating sub
categories by Moody's.

"Credit-Risk Asset" means any Underlying Asset with respect to which (a) during any period
which is not a Restricted Trading Period, its rating has been downgraded, qualified or withdrawn by
Standard & Poor's, Moody's or Fitch or has been put on "negative credit watch" or similar status for
possible downgrading, qualification or withdrawal from the ratings that were in place as of the date the
Issuer purchased such Underlying Asset or if (i) in the reasonable business judgment of the Collateral
Manager (which judgment shall not be called into question as a result of subsequent events), has a

significant risk of declining in credit quality or, over time, beoming a Defaulted Asset or (ii) it is deferring
interest or is a Written Down Security; or (b) during any period which is a Restricted'Trading Period, (i) its
rating has been downgraded, qualified or withdrawn by Standard & Poor's, Moody's or Fitch or has been
put on "negative credit watch" or similar status for possible downgrading, qualification or withdrawal from
the ratings that were in place as of the date the Issuer purchased such Underlying Asset, (ii) has
experienced an increase in credit spread over the applicable U.S. Treasury Benchmark, the applicable
swap benchmark or the applicable LIBOR by (x) [ ]% or more if the original credit spread (as of the date
on which such Underlying Asset was first included in the portfolio) was greater than [1.50]% or (y) [0.20]%
if the original credit spread (as of the date on which such Underlying Asset was first included in the
portfolio) was less than or equal to [1.50]%, or (iii) it is deferring interest or is a Written Down Security.

"Equity Security" means any equity security which is acquired by the Issuer as a result of the
exercise or conversion of an Underlying Asset, in conjunction with the purchase of an Underlying Asset or
in exchange for a Defaulted Asset and which does not entitle the holder thereof to receive periodic
payments of interest and one or more installments of principal.

"initial Rating" means (i) with respect to the Class A-1 Notes and the Class A-2 Notes, "Aaa" by
Moody's and "AAA" by Standard & Poor's, (ii) with respect to the Class B Notes, "Aa2" by Moody's and
"AA" by Standard & Poor's, (iii) with respect to the Class C Notes, "A2" by Moody's and "A" by Standard &
Poor's; (iv) with respect to the Class D Notes, "Baa2" by Moody's and "BBB" by Standard & Poor's, and
(v) with respect to the Class E Notes, "Bal" by Moody's and "BB+" by Standard & Poor's.

"Investment Grade" means a security with a Moody's Rating of at least "Baa3" by Moody's and a
Standard & Poor's Rating of at least "BBB-".

"Restricted Trading Period" means each day during which (a) the Moody's rating of the Class A
Notes or Class B Notes is one or more subcategories below its Initial Rating, or (b) the Moody's rating of
the Class C Notes, the Class D Notes or the Class E Notes is two or more sub-categories below its Initial
Rating; unless the holders of a majority in aggregate outstanding principal amount of the Controlling
Class has directed the Issuer to waive the Restricted Trading Period (which waiver may be rescinded by
the Controlling Class at any time that such rating requirement is not satisfied).

An Underlying Asset will be a "Withholding Security" if the related trustee or paying agent
informs the Issuer, Trustee or Collateral Manager that it Intends to withhold, or actually does withhold
from payment on such Underlying Asset, amounts in respect of withholding taxes.

"writing" or "written" shall include electronic mail.
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Notwithstanding anything to the contrary set forth in this section "-Disposition of Underlying

Assets," the Issuer will have the right to effect any transaction that has been consented to by holders of

Notes evidencing 100% of the aggregate outstanding principal amount of each Class of Notes and by
each Preference Shareholder and of which each Rating Agency has been notified.

Eligibility Criteria

During the Reinvestment Period, the Issuer may Dispose of and acquire additional Underlying
Assets; provided that, after giving effect to such investment, (i) each of the Collateral Quality Tests is

satisfied or, if a Collateral Quality Test is not satisfied, the degree of compliance with such Collateral

Quality Test would be maintained or improved, (ii) with respect to the acquisition of any Synthetic

Security, the Synthetic Security Collateralization Conditions are satisfied, and (iii) the criteria set forth

below (the "Eligibility Criteria") are complied with or, if the Eligibility Criteria will not be complied with, the

degree of compliance with the Eligibility Criteria will be maintained or improved. Unless otherwise stated
in this section or unless the context clearly otherwise requires, in respect of the Synthetic Securities, (x)

any rating criteria and any criteria relating to its status as a "Specified Type" described in this section in

respect of such Synthetic Securities will be deemed to relate to the related Reference Obligations, and

any quantitative criteria and limits so described will be deemed to apply to the Principal/Notional Balance

of the relevant Synthetic Securities and (y) all references to "rated" or "rating" by Standard & Poor's or

Fitch in this section, unless otherwise specified or unless the context otherwise requires, shall refer to the

long-term, unsecured debt rating assigned by Standard & Poor's or Fitch, as applicable.

With respect to any acquisitions or Disposition of multiple Underlying Assets, that are effected

either contemporaneously or no later than [30] days from each other in accordance with the provisions

described herein, the Collateral Manager may, in its sole discretion, direct that two or more of such

acquisitions or Dispositions of multiple Underlying Assets be treated as a "Combined Trade" and,
following such designation by the Collateral Manager, compliance with the Collateral Quality Tests and

Eligibility Criteria will be measured by determining the aggregate effect of such Combined Trade on the

Issuer's level of compliance with the applicable Collateral Quality Tests and Eligibility Criteria rather than

considering the effect of each acquisition or Disposition of the related Underlying Assets individually.

The Issuer may also, at the direction of the Collateral Manager, enter into a trading plan (a)

pursuant to which the Collateral Manager believes all trades contemplated thereby will be entered into

within [20] Business Days, (b) specifying certain (i) amounts received or expected to be received as

Principal Proceeds in connection with a Trading Plan, (ii) Underlying Assets related to such Principal

Proceeds and (iii) Underlying Assets acquired or intended to be acquired as a result of such Trading Plan,

and (c) for which the Collateral Manager believes such plan can be executed according to its terms. Any

trading plan satisfying the requirements of clauses (a)-(c), a "Trading Plan". The time period for such

Trading Plan will be measured from the earliest trade date to the latest trade date of any such amounts.

With respect to any series of trades in which the Issuer commits to purchase, sell or purchase and sell

multiple Underlying Assets pursuant to a Trading Plan, compliance with the Eligibility Criteria and the

Collateral Quality Tests may, at the option of the Collateral Manager, be measured by determining the

aggregate effect of such Trading Plan on the Issuer's level of compliance with the Eligibility Criteria and

the Collateral Quality Tests rather than considering the effect of each purchase and sale of such

Underlying Assets individually. The Issuer (or the Collateral Manager on its behalf) may enter into a

Trading Plan only if (1) there are no other Trading Plans being implemented at such time and that the

Collateral Quality Tests and Eligibility Criteria with respect to all previously implemented Trading Plans

were in compliance as at the scheduled completion date of such Trading Plans, (2) as evidenced by an

officer's certificate of the Collateral Manager, acting on behalf of the Issuer, delivered to the Trustee on or

prior to the earliest event specified in the related Trading Plan, the Eligibility Criteria and the Collateral
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Quality Tests are expected to be in compliance as of the scheduled completion date of the related
Trading Plan, (3) the Aggregate Principal/Notional Balance of all Underlying Assets that are to be
Disposed of pursuant to such Trading Plan may not exceed [5]% of the Portfolio Balance (each measured
as of the earliest trade date) and (4) Standard & Poor's has received a prior written notice of such Trading
Plan from the Collateral Manager, acting on behalf of the Issuer. If at any time any Trading Plan that was
previously implemented resulted in the deterioration in the Issuer's level of compliance with any of the
Eligibility Criteria and the Collateral Quality Tests, other than due to (x) a failure of the Synthetic Security
Counterparty or issuer to comply with any of its payment or delivery obligations to the Issuer or any other
default by such counterparty or obligor/issuer for reasons beyond the control of the Issuer or any other
terms that were agreed with the Issuer at or prior to the commencement of such Trading Plan or (y) an
error or omission of an administrative or operational nature made by any bank, broker-dealer, clearing
corporation or other similar financial intermediary holding funds, securities or other property directly or
indirectly for the account of the Issuer, notice will be provided to Standard & Poor's and the Issuer will be
prohibited from entering into any additional Trading Plans until the Issuer's level of compliance is restored
to its prior level. The time period for each such Trading Plan will be measured from the earliest trade date
to the latest trade date of any such amounts. The Collateral Manager, acting on behalf of the Issuer, may
only specify one Trading Plan per trade date. The Eligibility Criteria will be as follows:

Standard & Poor's or 1. The Aggregate Principal/Notional Balance of the acquired
Moody's Rating Underlying Assets with a Moody's Rating or a Standard & Poor's

Rating of below "Baa3" or "BBB-", respectively, shall not exceed
[26.1]% of the Net Outstanding Underlying Asset Balance as of the
Closing Date; provided that any such Underlying Assets shall be
RMBS Securities.

Dollar denominated 2. Such security is Dollar denominated and is not convertible into, or
payable in, any other currency.

Single Issue 3. With respect to the particular Issue being acquired, the Aggregate
Principal/Notional Balance of such issue does riot exceed:

(a) [2.5]% of the Net Outstanding Underlying Asset Balance, if
such Issue has a Moody's Rating of "Baa3" or higher or a
Standard & Poor's Rating of "BBB-" or higher; provided
however.that with respect to up to five such Issues, the
Aggregate Principal/Notional Balance of each such Issue
may be up to [3.0]% of the Net Outstanding Underlying
Asset Balance;

(b) [1.25]% of the Net Outstanding Underlying Asset Balance,
if such Issue has a Moody's Rating of "Bal" or less and a
Standard & Poor's Rating of "BB+" or less; provided
however that with respect to up to five such Issues, the
Aggregate Principal/Notional Balance of each such Issue
may be up to [1.5]% of the Net Outstanding Underlying
Asset Balance.
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Single Servicer 4. With respect to the Servicer of the Underlying Asset being acquired,
the Aggregate Principal/Notional Balance of all Underlying Assets
serviced by such Servicer does not exceed [7.50]% of the Net
Outstanding Underlying Asset Balance; provided, however, the
Aggregate Principal/Notional Balance of all Underlying Assets
serviced by such Servicer does not exceed:

Backed by Obligations of 5.
Non-U.S. Obligors

(a) [20.0]% of the Net Outstanding Underlying Asset Balance,
if such Servicer is rated (i) at least "Aa3" or at least "SQl-"
by Moody's, or (ii) at least "AA-" or at least "Strong" by
Standard & Poor's or (iii) at least "AA-" or at least "S-1" by
Fitch; and

(b) [12.5]% of the Net Outstanding Underlying Asset Balance,
if such Servicer is rated (i) at least "A3" or at least "SQ2-"
by Moody's, or (ii) at least "A-" or at least "Above Average"
by Standard & Poor's or (iii) at least "A-" or at least "S-2" by
Fitch;

provided that [Wells Fargo] or its Affiliates may constitute up to
[20.0]%, [Select Portfolio Servicing] or its Affiliates may constitute
up to [15.00]% and [Washington Mutual] or its Affiliates may

constitute up to [15.01%, of the Aggregate Principal/Notional
Balance of all Underlying Assets; provided further that, regardless
of clauses (a), (b) and the first proviso above, two single servicers
(other than servicers with a servicer rating of "Weak" by Standard
& Poor's) may each constitute up to [15.0]% of the Net
Outstanding Underiying Asset Balance.

The Aggregate Attributable Amount of all Underlying Assets related
to obligors organized or incorporated outside the United States
does not exceed [5]% of the Net Outstanding Underlying Asset
Balance; provided that for purposes of this paragraph, "obligors"
shall mean the obligors on the underlying receivables; provided
further that the Aggregate Attributable Amount of all Underlying
Assets related to

(a) Qualifying Foreign Obligors (including those obligors
organized or incorporated in the United Kingdom or
Canada) does not exceed [5]% of the Net Outstanding
Underlying Asset Balance; and

(b) obligors (including obligors organized or incorporated in
Emerging Markets) organized or incorporated outside the
United States, the United Kingdom and Canada (other than
Qualifying Foreign Obligors) does not exceed [0.0]% of the
Net Outstanding Underlying Asset Balance.
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Consumer ABS
Securities

Commercial ABS
Securities

CMBS Securities

CDO Securities

Synthetic Securities

6. The Aggregate Principal/Notional Balance of all Underlying Assets
constituting Consumer ABS Securities does not exceed [15]% of
the Net Outstanding Underlying Asset Balance, provided that the
Aggregate Principal/Notional Balance of all Underlying Assets
consisting of

(a) Automobile Securities does not exceed [7.5]% of- the Net
Outstanding Underlying Asset Balance;

(b) Car Rental Fleet Securities does not exceed [1.5]% of the
Net Outstanding Underlying Asset Balance;

(c) Consumer Loan Securities does not exceed [1.5]% of the
Net Outstanding Underlying Asset Balance;

(d) Credit Card Securities does not exceed [7.5]% of the Net
Outstanding Underlying Asset Balance; and

(e) Student Loan Securities does not exceed [7.5]% of the Net
Outstanding Underlying Asset Balance.

7. The Aggregate Principal/Notional Balance of all Underlying Assets
constituting Commercial ABS Securities does not exceed [10]% of
the Net Outstanding Underlying Asset Balance, provided that the
Aggregate Principal/Notional Balance of all Underlying Assets
consisting of:

(a) Equipment Lease Securities does not exceed [5]% of the
Net Outstanding Underlying Asset Balance; and

(b) Small Business Loan Securities does not exceed (5]% of
the Net Outstanding Underlying Asset Balance.

8. The Aggregate Principal/Notional Balance of all Underlying Assets
that are CMBS Securities shall not exceed [10]%, of the Net
Outstanding Underlying Asset Balance.

9. The Aggregate Principal/Notional Balance of all Underlying Assets
that are CDO Securities shall not exceed [10]% of the Net
Outstanding Underlying Asset Balance; provided that

(a) no CDO Security shall have a Moody's Rating below
"Baa3" or a Standard & Poor's Rating below "BBB-" and

(b) the Aggregate Principal/Notional Balance of all Underlying
Assets that are CDO Securities managed by the Collateral
Manager shall not exceed [0]% of the Net Outstanding
Underlying Asset Balance.

10. The Aggregate Principal/Notional Balance of all Underlying Assets.
that are Synthetic Securities that are Investment Grade shall not
exceed 0% of the Net Outstanding Underlying Asset Balance.
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Fixed Rate Securities

Pure Private Asset-
Backed Securities

ABX Tranche Securities

Negative Amortization
Securities

Interest-Only Securities

Principal-Only Securities

Maturity

PIK Bonds

Periodic Interest
Payments

Other Eligibility Criteria

11. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Fixed Rate Securities shall not exceed [6.0]% of the Net
Outstanding Underlying Asset Balance.

12. If such Underlying Asset is a Pure Private Asset-Backed Security,
the Aggregate Principal/Notional Balance of all such Underlying
Assets does not exceed [5.0]% of the Net Outstanding Underlying
Asset Balance.

13. The Aggregate Principal/Notional Balance of all Underlying Assets
that are ABX Tranche Securities shall not exceed (5]%, of the Net
Outstanding Underlying Asset Balance.

14. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Negative Amortization Securities shall not exceed [0]%, of
the Net Outstanding Underlying Asset Balance.

15. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Interest-Only Securities shall not exceed [0]%, of the Net
Outstanding Underlying Asset Balance.

16. The Aggregate Principal/Notional Balance of all Underlying Assets
that are Principal-Only Securities shall not exceed [0]%, of the Net
Outstanding Underlying Asset Balance.

17. The legal final maturity of such Underlying Asset is no later than the
Stated Maturity; provided that up to [10]% of the Aggregate
Principal/Notional Balance of the Underlying Assets may have a
legal final maturity after the Stated Maturity but in no event shall (A)
the legal final maturity of any Underlying Asset occur later than five
years after the Stated Maturity of the Notes or (B) the expected
maturity of any Underlying Asset occur later than the Stated
Maturity of the Notes.

18. The Aggregate Principal/Notional Balance of all Underlying Assets
that are PIK Bonds shall not exceed [10]% of the Net Outstanding
Underlying Asset Balance.

19. The Aggregate Principal/Notional Balance of all Underlying Assets
that provide for the periodic payment of interest less frequently than
quarterly shall not exceed [5]% of the Net Outstanding Underlying
Asset Balance and the Aggregate Principal/Notional Balance of all
Underlying Assets that provide for the periodic payment of Interest
less frequently than semi-annually shall not exceed [0]% of the Net
Outstanding Underlying Asset Balance.

20. Such Underlying Asset is not a Convertible Bond and does not
provide for the mandatory conversion or exchange into equity
capital at any time.

21. Such Underlying Asset is permitted by its terms to be held by,
among others, the Issuer or other non U.S. Persons and, if
applicable, assigned, participated or otherwise transferred to the
Issuer.

22. Such Underlying Asset is not an obligation or a Underlying Asset
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the rating of which from Standard & Poor's includes the subscript
"p", "pi", "q", "r" or "t".

23. Such Underlying Asset (a) is not a Underlying Asset issued by an
issuer located in a country that imposes foreign exchange controls
that effectively limit the availability or use of Dollars to make when
due the scheduled payments of principal of and interest on such
security; (b) does not provide for conversion into Margin Stock; and
(c) is not a financing by a debtor in possession in any insolvency
proceeding.

24. Such Underlying Asset does not have a coupon or other payment
that is subject to withholding tax, in each case, unless the issuer of
the security is required to make "gross up payments" for the total
amount of withholding on an after tax basis.

25. The acquisition of such Underlying Asset will not cause the Issuer
to be subject to entity level taxation.

26. If such Underlying Asset is a Step Up Bond, the Aggregate
Principal/Notional Balance of all such Underlying Assets does not
exceed [5.0]% of the Net Outstanding Underlying Asset Balance. If
such Underlying Asset is a Step Down Bond, the Aggregate
Principal/Notional Balance of all such Underlying Assets does not
exceed [5.0]% of the Net Outstanding Underlying Asset Balance.

27. Such Underlying Asset is not a security that is not eligible under its
Underlying Instruments to be purchased by the Issuer and granted
to the Trustee.

28. Such Underlying Asset is not a floating rate security whose interest
rate is inversely related to an interest rate index.

29. Such Underlying Asset is included in one of the Specified Types.

30. Such Underlying Asset has a Moody's Rating of "[Ba2]" or higher
and a Standard & Poor's Rating of "[BB]" or higher.

The Initial Investment Agreement

The information appearing under "Security for the Notes-The Initial Investment Agreement" with

respect to the Initial Investment Agreement Provider has been derived from a description thereof provided
by the Initial Investment Agreement Provider. The Initial Investment Agreement Provider has reviewed

such information, but such information has not been independently verified by the Co-Issuers, the
Collateral Manager, the Initial Purchaser, any Interest Rate Swap Counterparty or the Synthetic Security
Counterparty.

Amounts on deposit in the Synthetic Security Collateral Account may be invested in Eligible
Investments and will initially be invested under an investment agreement, dated as of the Closing Date
(such agreement, the "Initial Investment Agreement," and, together with any Replacement Investment
Agreement, the "Investment Agreement" and amounts so invested, the "Investment"), among the
Issuer, the Trustee and [ ], as investment agreement provider (in such capacity, the "Initial Investment
Agreement Provider"). On the Closing Date, funds in an amount of approximately $[ ] are expected to
be invested as Investments.
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Pursuant to the Initial Investment Agreement, the Initial Investment Agreement Provider will be

required to pay interest until the Initial Investment Agreement is terminated or terminates by its terms at a

floating rate per annum equal to three-month LIBOR minus 0% on the amounts invested thereunder.

Interest on the Investment will accrue over each Interest Period and will be payable on the Business Day

immediately prior to the Distribution Dates, commencing in [] 2007.

On any Business Day of each month, subject to applicable notice requirements specified in the

Initial Investment Agreement, the Trustee may make a withdrawal from the Initial Investment Agreement

in order to make payments as described under Allocation Procedures.

On or immediately prior to the Final Maturity Date, the Trustee (acting pursuant to the Indenture

on behalf of the Issuer) will have the right to demand payment in full under the Initial Investment

Agreement (if it is then in effect). On the Final Maturity Date of the Notes, all net proceeds from such

liquidation and all available cash will be distributed in accordance with the priority of distribution

provisions described herein.

The Trustee, subject to the Indenture, will upon the occurrence of an event of default under the

Initial Investment Agreement, take actions to enforce the rights of the Issuer under the Initial Investment

Agreement and to obtain payment to the Trustee of all amounts due thereunder to the extent required or

directed to do so in accordance with the Indenture.

In the event that the financial strength ratings of the Initial Investment Agreement Provider are

downgraded below certain thresholds specified in the Initial Investment Agreement, the Initial Investment

Agreement Provider is required to perform one or more of the following actions: (i) post collateral of the

kind and in the amount and form to the satisfaction of the Rating Condition, or (ii) transfer the Initial

Investment Agreement to an entity approved by the Collateral Manager and satisfying the rating

requirements (as specified in the Initial Investment Agreement). If within ten Business Days of a ratings

event which it may remedy by (i) above or, within 30 days of a ratings event which it may remedy by (ii)

above, the Initial Investment Agreement Provider does not remedy the situation by satisfying the relevant

requirements of one or more of clause (i) or (ii) above, then the Initial Investment Agreement Provider will

pay the entire balance of the Investment, together with all accrued, unpaid interest to the Trustee. Upon

any such payment in full, the Initial Investment Agreement shall terminate.

Events of default under the Initial Investment Agreement include a failure by the Initial Investment

Agreement Provider to make any payment when due pursuant to the Initial Investment Agreement,

certain bankruptcy and insolvency events with respect to the Initial Investment Agreement Provider, a

failure by the Initial Investment Agreement Provider to perform, in any material respect, any of its other

obligations under the Initial Investment Agreement which continues for at least ten Business Days after

receipt of notice thereof.

Upon the occurrence of an event of default under the Initial Investment Agreement, the Trustee

the Issuer and the Collateral Manager will have the right to declare the entire balance of the Investment

and all accrued and unpaid interest to be due and payable immediately and to withdraw such entire

balance and unpaid interest. If, as a result of the occurrence of an event of default, the entire balance of

the Investment and all unpaid interest are so withdrawn by the Trustee, the Initial Investment Agreement

will be terminated on the date of such withdrawal. If an event of default occurs under the Initial

Investment Agreement and the Initial Investment Agreement is terminated, any amounts withdrawn by the

Issuer in connection therewith may be reinvested in Eligible Investments.

If there is a withdrawal of the funds, then a breakage fee may be payable and the gross amount

of interest or principal due may be paid net of the breakage fee.
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The Initial Investment Agreement Provider. The Initial Investment Agreement is being provided
by [] or the "Initial Investment Agreement Provider"). Except for the information contained under this
subheading, the Initial Investment Agreement Provider has not been involved in the preparation of, and
does not accept responsibility for this Offering Circular.

[] ("[]"). [] consists of I] and certain subsidiaries and, as of December 31, 200{ }, [Description of
Provider.]
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The Interest Rate Swap Agreement

After the Closing Date, subject to satisfaction of the Rating Condition, the Issuer may enter into
an ISDA Master Agreement pursuant to which the Issuer will enter into an interest rate swap entered into

in accordance with the Indenture (such interest rate swap, together with any replacement therefor or

additional swap agreement entered into in accordance with the Indenture, the "Interest Rate Swap

Agreement") with Deutsche Bank AG or one of its Affiliates (together with its successors, the "Interest
Rate Swap Counterparty"). The address of the Interest Rate Swap Counterparty is [ ]. Any Interest

Rate Swap Agreement will provide that the Issuer will pay to the relevant Interest Rate Swap
Counterparty on each related Distribution Date interest at a fixed rate on a specified notional amount, in

exchange for which the Interest Rate Swap Counterparty will pay to the Issuer interest on such notional

amount at a rate equal to three-month LIBOR for the related calculation period. The Interest Rate Swap

Counterparty will satisfy the ratings requirements specified by each of the Rating Agencies for the Interest
Rate Swap Counterparty.

Any Interest Rate Swap Agreement will provide that, for each Distribution Date prior to the

termination of such Interest Rate Swap Agreement, the Interest Rate Swap Counterparty will pay to the

Issuer a quarterly floating amount equal to the product of:

* the three-month LIBOR rate for the relevant quarterly calculation period;

* the specified hedge notional amount for the relevant quarterly calculation pericd; and

* the quotient of the actual number of days in that period divided by 360.

In exchange for the floating amounts due from the Interest Rate Swap Counterparty, and subject

to the payment netting provisions of the Interest Rate Swap Agreement, the Issuer will pay to the Interest

Rate Swap Counterparty. for each Distribution Date prior to the termination of the Interest Rate Swap

Agreement, a quarterly fixed amount equal to the product of:

* fixed swap rate for the relevant quarterly calculation period;

* the specified swap notional amount for the relevant quarterly calculation period; and

* the quotient of 30 over 360, calculated quarterly, adjusted.

Any Interest Rate Swap will expire after the [ Distribution Date. Pursuant to the Priority of

Payments, scheduled payments required to be made by the Issuer under the Interest Rate Swap

Agreement, together with any termination payments payable by the Issuer other than by reason of an

event of default with respect to the Interest Rate Swap Counterparty or termination event where the

Interest Rate Swap Counterparty is the "defaulting party" or the sole "affected party," will be payable

pursuant to clause (3) under "Description of the Notes-Priority of Payments-nterest Proceeds" and, if

Interest Proceeds are insufficient to pay such amounts in full, from Principal Proceeds pursuant to clause

(1) under "Description of the Notes-Priority of Payments-Principal Proceeds." The Interest Rate Swap

Agreement will be governed by New York law.

If the Interest Rate Swap Counterparty or its guarantor fails to maintain certain rating levels

described in the Indenture and the Interest Rate Swap Agreement, such Interest Rate Swap Counterparty

may be required to post collateral or assign its rights and obligations under the Interest Rate Swap

Agreement to a replacement Interest Rate Swap Counterparty and, if the Interest Rate Swap

Counterparty does not take such action as required under the Interest Rate Swap Agreement, the Issuer
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will be permitted to terminate the Interest Rate Swap Agreement. See "Risk Factors-Interest Rate Risk"
for a discussion of certain considerations with respect to the Interest Rate Swap Agreement.

The Collateral Manager will have a limited role in connection with decisions relating to the Interest

Rate Swap Agreement. Pursuant to the Indenture, the Issuer may not reduce the notional amount under
the Interest Rate Swap Agreement. However, on any date (each such date, a "Collateral Imbalance
Date") on which the Net Outstanding Underlying Asset Balance is less than the notional amount of the

Interest Rate Swap Agreement, the Interest Rate Swap Counterparty to the Interest Rate Swap Agreement
will designate an early termination date with respect to the portion of the notional amount of each hedging
transaction so affected; provided, however, that the Rating Condition must be satisfied with respect to any

such early termination date. In addition, the Issuer may enter into a replacement Interest Rate Swap
Agreement upon termination of an Interest Rate Swap Agreement or enter into additional Interest Rate

Swap Agreements with the advice of the Collateral Manager only (a) if the Rating Condition is satisfied

and (b) with respect to any additional Interest Rate Swap Agreement, the Interest Rate Swap
Counterparty consents to such additional Interest Rate Swap Agreement.

The Interest Rate Swap Counterparty may terminate the Interest Rate Swap Agreement with the

Issuer in limited circumstances whether or not the Notes have been paid in full prior to such termination,
including in the event of (a) a failure by the Issuer to make, when due, any payment under the Interest

Rate Swap Agreement within the applicable grace period; (b) certain events of bankruptcy, insolvency,
conservatorship, receivership or reorganization of the Issuer; (c) a change in law making it illegal for

either the Issuer or the Interest Rate Swap Counterparty to be a party to, or perform an obligation under,
the Interest Rate Swap Agreement; (d) an Event of Default under the Indenture followed by a liquidation

of Collateral on the Accelerated Maturity Date; and (e) the occurrence of a Clean-up Call Redemption,

Optional Redemption, Tax Redemption, or Auction Call Redemption. With respect to such terminations,
any amounts payable upon the termination of the Interest Rate Swap Agreement will be based upon

standard replacement transaction valuation methodology set forth in the 1992 ISDA Master Agreement

published by ISDA. In addition, the Issuer wil! not agree, without satisfaction of the Rating Condition
solely with respect to Standard & Poor's, to any amendment, modification, or waiver of any provision of

the Interest Rate Swap Agreement.

The obligations of the Issuer under the Interest Rate Swap Agreement are limited recourse
obligations payable solely from the Collateral pursuant to the Priority of Payments.

The Accounts

Collection Accounts

All distributions on the Underlying Assets and any proceeds received from the Disposition of any

such Underlying Assets, to the extent such distributions or proceeds constitute Interest Proceeds and any
amounts payable to the Issuer by any Interest Rate Swap Counterparty under the Interest Rate Swap

Agreement (other than amounts received by the Issuer by reason of an event of default or termination

event thereunder) will be remitted to a single, segregated account established and maintained under the

Indenture by the Trustee (the "Interest Collection Account"). All distributions on the Underlying Assets
and any proceeds received from the Disposition of any such Underlying Assets to the extent such

distributions or proceeds constitute Principal Proceeds (unless simultaneously reinvested in Eligible
Investments) will be remitted to a single, segregated account established and maintained under the

Indenture by the Trustee (the "Principal Collection Account" and, together with the Interest Collection

Account, the "Collection Accounts"). Amounts on credited to the Principal Collection Account shall be

applied in accordance with the Priority of Payments. The Collection Accounts shall be maintained for the

benefit of the Noteholders and amounts on deposit therein will be available, together with reinvestment
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earnings thereon, for application in the order of priority set forth above under "Description of the Notes-
Priority of Payments."

Amounts received in the Collection Accounts during a Due Period will be invested in Eligible
Investments (as described below) with stated maturities no later than the Business Day immediately
preceding the next Distribution Date. All such proceeds will be retained in the Collection Accounts unless
used as otherwise permitted under the Indenture.

"Eligible Investments" include any Dollar-denominated investment that is not a Prohibited Asset
and is one or more of the following (and may include investments for which the Trustee and/or its affiliates
provides services):

(a) cash;

(b) direct Registered obligations of, and Registered obligations the timely payment of
principal and interest on which is fully and expressly guaranteed by, the United States or
any agency or instrumentality of the United States the obligations of which are expressly
backed by the full faith and credit of the United States;

(c) demand and time deposits in, certificates of deposit of, bankers' acceptances payable
within 183 days of issuance issued by, or Federal funds sold by any depository institution
or trust company incorporated under the laws of the United States or any state thereof
and subject to supervision and examination by Federal and/or state banking authorities
so long as the commercial paper and/or the debt obligations of such depository institution
or trust company (or, in the case of the principal depository institution in a holding
company system, the commercial paper or debt obligations of such holding company) at
the time of such investment or contractual commitment providing for such investment
have a credit rating of not less than "Aa2" by Moody's, and if so rated, such rating is not
on watch for downgrade by Moody's, "AA+" by Standard & Poors and "AA+" by Fitch
Ratings ("Fitch") (if rated by Fitch) in the case of long-term debt obligations, or "P 1" by
Moody's, and if so rated, such rating is not on watch for downgrade by Moody's, "A 1+"
by Standard & Poor's and "Fl+" by Fitch (if rated by Fitch) in the case of commercial
paper and short-term debt obligations; provided that (i) in each case, the issuer thereof
must have at the time of such investment or contractual commitment providing for such
investment a long-term credit rating of not less than "Aa2" by Moody's, and if so rated,
such rating is not on watch for downgrade by Moody's, and "AA+" by Fitch (if rated by
Fitch) and (il) In the case of commercial paper and short-term debt obligations with a
maturity of longer than 91 days, the Issuer thereof must also have at the time of such
investment or contractual commitment providing for such investment a long-term credit
rating of not less than "AA+" by Standard & Poor's and "AA+" by Fitch (if rated by Fitch);

(d) unleveraged repurchase obligations (if treated as debt for tax purposes by the issuer)
with respect to (i) any security described in clause (b) above or (ii) any other Registered
security issued or guaranteed by an agency or instrumentality of the United States (in
each case without regard to the stated maturity of such security), in either case entered
into with a U.S. Federal or state depository institution or trust company (acting as
principal) described in clause (c) above or entered into with a corporation (acting as
principal) whose long-term rating at the time of such investment or contractual
commitment providing for such investment is not less than "Aa2" by Moodys, and if so
rated, such rating is not on watch for downgrade by Moody's, "AA+" by Standard & Poor's
and "AA+" by Fitch (if rated by Fitch) or whose short-term credit rating at the time of such
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investment or contractual commitment providing for such investment is "P 1" by Moody's,
and if so rated, such rating is not on watch for downgrade by Moody's, "A 1+" by
Standard & Poor's and "Fl+" by Fitch (if rated by Fitch) at the time of such investment or
contractual commitment providing for such investment; provided that (i) in each case, the
issuer thereof must have at the time of such investment or contractual commitment
providing for such investment a long-term credit rating of not less than "Aa2" by Moody's,
and if so rated, such rating is not on watch for downgrade by Moody's, and "AA+" by
Fitch (if rated by Fitch) and (ii) if such security has a maturity of longer than 91 days, the
issuer thereof must also have at the time of such investment or contractual commitment
providing for such investment a long-term credit rating of not less than "AA+" by Standard
& Poor's and not less than "AA+" by Fitch (if rated by Fitch);

(e) Registered debt securities bearing interest or sold at a discount *issued by any
corporation incorporated under the laws of the United States or any state thereof that
have a credit rating at the time of such investment or contractual commitment providing
for such investment of not less than "Aa2" by Moody's, and if so rated, such rating is not

on watch for downgrade by Moody's, "AA" by Standard & Poor's and "AA+" by Fitch (if
rated by Fitch);

(f) commercial paper or other short-term obligations with a maturity of not more than 183
days from the date of issuance and having at the time of such investment or contractual
commitment providing for such investment a credit rating of "A 1+" by Standard & Poor's
and "Fl+" by Fitch (if rated by Fitch); provided that (i) in each case, the issuer thereof
must have at the time of such investment or contractual commitment providing for such
investment a long-term credit rating of not less than "Aa2" by Moody's, and if so rated,
such rating is not on watch for downgrade by Moody's, and "AA+" by Fitch (if rated by
Fitch) and (ii) if such security has a maturity of longer than 91 days, the issuer thereof
must also have at the time of such investment or contractual commitment providing for

such investment a long-term credit rating of not less than "AA" by Standard & Poor's and

not less than "AA+" by Fitch (if rated by Fitch);

(g) reinvestment agreements issued by any bank (if treated as a deposit by such bank), or a

Registered reinvestment agreement issued by any insurance company or other

corporation or entity organized under the laws of the United States or any state thereof (if

treated as debt for tax purposes by the issuer), in each case, that has a credit rating of

not less than "P-1" by Moody's, and if so rated, such rating is not on watch for downgrade
by Moody's, "A-1+" by Standard & Poor's and "F1+" by Fitch (if rated by Fitch); provided
that (i) in each case, the issuer thereof must have at the time of such investment a long-
term credit rating of not less than "Aa2" by Moody's, and if so rated, such rating is not on

watch for downgrade by Moody's, and "AA+" by Fitch (if rated by Fitch) and (ii) if such

security has a maturity of longer than 91 days, the issuer thereof must also have at the
time of such investment a long-term credit rating of not less than "AA" by Standard &
Poor's and not less than "AA+" by Fitch (if rated by Fitch);

(h) any money market fund or similar investment vehicle having at the time of investment
therein the highest credit rating assigned by each of the Rating Agencies; provided that
(i) such fund or vehicle is formed outside the United States and is not engaged in a

United States trade or business, (ii) no income to be received from such fund or vehicle is

or will be subject to deduction or withholding for or on account of any withholding or
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similar tax, and (iii) the ownership of an interest in such fund or vehicle will not subject the
Issuer to net income tax in any jurisdiction;

(i) any guaranteed investment contract, asset swap, funding agreement, investment

agreement or other similar agreement from, or a note or a certificate backed by any
guaranteed investment contract, funding agreement, investment agreement or other

similar agreement from, a bank, insurance company or other corporation or entity and
has a long-term unsecured obligation rating of at least "AA-" by Standard & Poor's and at

least "Aa3" by Moody's; and

(j) any other security the acquisition of which satisfies the Rating Condition and the

ownership of which will not subject the Issuer to income tax on a net income basis for

U.S. federal income tax purposes;

and, in each case (other than clause (a) or (i) or ()), with a stated maturity (giving effect to any applicable

grace period) no later than the Business Day immediately preceding the Distribution Date immediately

following the Due Period in which the date of investment occurs; provided that Eligible Investments may

not include (i) any security that does not provide for the repayment of a stated fixed amount of principal in

one or more installments, any interest-only security, any security purchased at a price in excess of 100%

of the par value thereof or any security whose repayment is subject to substantial non-credit related risk

as determined in the reasonable business judgment of the Collateral Manager, (ii) any Floating Rate

Security whose interest rate is inversely or otherwise not proportionately related to an interest rate index

or is calculated as other than the sum of an interest rate index plus a spread, (iii) any security subject to

withholding tax in any jurisdiction or (iv) any security that is subject to an Offer and has not been called for

redemption. Notwithstanding the foregoing, Eligible Investments will not include PIK Bonds, CMBS

Securities, RMBS Securities, margin stock, securities that do not provide for the periodic payment of

Interest or which are zero coupon bonds and any security with a rating from Standard & Poor's which

includes the subscript "p," "pi," "q ," "r or "t". The Trustee or its Affiliates are permitted to receive

additional compensation that could be deemed to be in the Trustee's economic self-interest for (x) serving

as investment advisor, administrator, shareholder, servicing agent, custodian or sub-custodian with

respect to certain of the Eligible Investments, (y) using Affiliates to effect transactions in certain Eligible

Investments and (z) effecting transactions in certain Eligible Investments; provided, however, that such

compensation shall not be an amount that is reimbursable or payable by the Issuer or otherwise pursuant

to the Indenture. For the avoidance of doubt, an Eligible Investment is not an Underlying Asset.

Payment Account

On or prior to the Business Day prior to each Distribution Date, the Trustee will deposit into a

single, segregated account established and maintained by the Trustee under the Indenture (the

"Payment Account") for the benefit of the Secured Parties all funds in the Collection Accounts (other

than amounts received after the end of the Due Period with respect to such Distribution Date) required for

payments to Noteholders and payments of fees and expenses in accordance with the priority described

under "Description of the Notes-Priority of Payments." In addition, any Uninvested Proceeds on deposit

in the Uninvested Proceeds Account on the Determination Date preceding the First Distribution Date will

be transferred to the Payment Account and treated as Principal Proceeds on the First Distribution Date

and distributed in accordance with the Priority of Payments.

Expense Account

On the Closing Date, after payment of the organizational and structuring fees and expenses of

the Issuers (including, without limitation, the legal fees and expenses of counsel to the Issuers, the Initial
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Purchaser and the Collateral Manager) and the expenses of offering the Notes, at least U.S.$ [ ]from the
proceeds of the offering of the Notes will be deposited by the Trustee into a single, segregated account
established and maintained by the Trustee under the Indenture (the "Expense Account"). All funds on
deposit in the Expense Account will be invested in Eligible Investments. Amounts standing to the credit of

the Expense Account may be used to pay administrative expenses (including indemnities) and
organization fees of the Issuers on any day other than a Distribution Date (other than fees of the Trustee,
but including other amounts payable by the Issuer to the Collateral Manager under the Management
Agreement or the Indenture). Amounts credited to the Expense Account will be (a) applied on or prior to
the Determination Date preceding the First Distribution Date to pay amounts due in connection with the
offering of the Notes and Preference Shares and (b) on the First Distribution Date, to the extent that the
balance of the Expense Account exceeds U.S.$ [ ] on the related Determination Date, transferred to the

Payment Account and applied as Interest Proceeds. After the Closing Date, additional amounts may be
credited to the Expense Account on any Distribution Date as described under "Description of the Notes-
Priority of Payments."

Uninvested Proceeds Account

On the Closing Date, the Trustee will deposit the net proceeds (if any) from the issuance and sale

of the Notes and Preference Shares plus any principal collections on the Underlying Assets received on

or prior to the Closing Date that, on the Closing Date, are not invested in Underlying Assets, not
deposited in the Collection Accounts and not deposited in the Expense Account into a single, segregated
account established and maintained by the Trustee under the Indenture (the "Uninvested Proceeds
Account"). At the direction of the Collateral Manager, amounts (if any) standing to the credit of the

Uninvested Proceeds Account will be used to acquire Underlying Assets and Eligible Investments, which

Eligible Investments shall be in overnight deposits. Investment earnings on Eligible Investments in the

Uninvested Proceeds Account will be transferred to the Interest Collection Account and treated as

Interest Proceeds on the First Distribution Date. In addition, any Uninvested Proceeds on deposit in the

Uninvested Proceeds Account on the Determination Date preceding the First Distribution Date will be
transferred to the Payment Account and treated as Principal Proceeds on the First Distribution Date and

distributed in accordance with the Priority of Payments.

Disposition Proceeds Account

All Disposition Proceeds will be deposited into a single, segregated account established and

maintained by the Trustee under the Indenture (the "Disposition Proceeds Account") and (i) either used
to purchase one or more Underlying Assets within [180] days from the date of deposit into the Disposition
Proceeds Account; or (ii) after [180] days from the date of deposit into the Disposition Proceeds Account,
if not used to purchase Underlying Assets, transferred to the Principal Collection Account and designated

as Principal Proceeds and on the following Distribution Date distributed in accordance with the Priority of

Payments. In no event shall Disposition Proceeds be designated as Interest Proceeds.

Preference Share Payment Account

On each Distribution Date, the Trustee, in accordance with the Priority of Payments, will transfer
to the Preference Share Paying Agent the amounts (if any) for deposit to a segregated account (the

"Preference Share Payment Account") established and maintained by the Preference Share Paying
Agent pursuant to the Preference Share Paying Agency Agreement. The Preference Share Payment
Account and any sums standing to the credit thereof shall not form part of the Collateral.
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Synthetic Security Collateral Account

The Trustee will establish a segregated trust account (the "Synthetic Security Collateral

Account"), that will be maintained by the Trustee as entitlement holder in respect of each Synthetic

Security Counterparty and over which the Trustee will have exclusive control and the sole right of

withdrawal in accordance with the Synthetic Securities and the Indenture. As directed by the Collateral

Manager, the Trustee will, on the Closing Date, deposit Into the relevant Synthetic Security Collateral

Account all cash and Eligible Investments that are required to secure the obligations of the Issuer in

accordance with the terms of the Synthetic Securities and the Offsetting Transactions. The Synthetic

Security Collateral Account shall remain at all times with a financial institution having a long-term debt

rating of at least "BBB+" by Standard & Poor's, at least "Baal" by Moody's, and at least "BBB+" by Fitch

and a combined capital and surplus in excess of $0.

As directed by the Collateral Manager in writing, cash on deposit in any Synthetic Security

Collateral Account will be invested in Eligible Investments. Interest payments on Eligible Investments

credited to any Synthetic Security Collateral Account will be applied, as directed by the Collateral

Manager, to the payment of any periodic amounts owed by the Issuer to the related Synthetic Security

Counterparty or Offsetting Transaction Counterparty on the date any such amounts are due. After

application of any such amounts, any remaining interest payments then contained in the related Synthetic

Security Collateral Account will be withdrawn from such account and deposited in the Collection Account

for distribution as Interest Proceeds. Cash and Eligible Investments on deposit in any Synthetic Security

Collateral Account will be included in the Collateral to the extent provided under "Security for the Notes-

General" herein, will not be available to make payments under the Notes and shall not be considered to

be an asset of the Issuer for purposes of any of the Collateral Quality Tests or the Coverage Tests, but

the Synthetic Securities that relate to the Synthetic Security Collateral Account shall be considered an

asset of the Issuer.

In the event a Synthetic Security or Offsetting Transaction is terminated prior to its scheduled

maturity, the Collateral Manager on behalf of the Issuer shall cause such portion of the collateral in the

related Synthetic Security Collateral Account that (subject to the Allocation Procedures) is available for

making partial or full termination payment owed, if any, to the related Synthetic Security Counterparty or

Offsetting Transaction Counterparty to be delivered to such Synthetic Security Counterparty or Offsetting

Transaction Counterparty, and the remaining collateral for such terminated Synthetic Security or

Offsetting Transaction in the related Synthetic Security Collateral Account (to the extent not required to be

pledged to the related Synthetic Security Counterparty or Offsetting Transaction Counterparty) shall be

released from the lien of the related Synthetic Security Counterparty and the Offsetting Transaction

Counterparty and granted to the Trustee free of such lien. Any cash received upon the maturity or

liquidation of any such collateral in the related Synthetic Security Collateral Account released from the

lien of the relevant Synthetic Security Counterparty and the Offsetting Transaction Counterparty shall be

credited to the Disposition Proceeds Account or deemed to be Principal Proceeds and credited to the

Principal Collection Account.

Upon the occurrence of a "credit event" under a Synthetic Security, at the direction of the

Collateral Manager, the related collateral in .the related Synthetic Security Collateral Account will be

delivered to the related Synthetic Security Counterparty, to the extent required, upon delivery of a

Delivered Obligation. In the event a "credit event" has occurred and the Issuer is required to liquidate

such collateral in the related Synthetic Security Collateral Account and deliver cash to the relevant

Synthetic Security Counterparty, the Issuer will bear any market risk on the liquidation of the collateral in

such Synthetic Security Collateral Account.
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Amounts contained in any Synthetic Security Collateral Account shall be withdrawn by the
Trustee and applied toward the payment of any amounts payable by the Issuer to the related Synthetic
Security Counterparty or Offsetting Transaction Counterparty in accordance with the terms of the
Indenture and the related Synthetic Security or Offsetting Transaction, as directed by the Collateral
Manager in writing. Any Excess Collateral Account Amount shall be withdrawn from any Synthetic
Security Collateral Account and deposited in the Principal Collection Account or Disposition Proceeds
Account for application in accordance with the terms of the Indenture; provided that to the extent that any
such withdrawal from such Synthetic Security Collateral Account would require a withdrawal from the
Initial Investment Agreement, such withdrawal may only be made in accordance with the terms of the
Initial Investment Agreement. "Excess Collateral Account Amount" means the excess of (i) the related
Synthetic Security Collateral Amount over (ii) the sum of (A) the related Required Synthetic Security
Collateral Amount and (B) the absolute value of the net loss on the relevant Offset Transactions.

Synthetic Security Issuer Accounts

If and to the extent that any Synthetic Security requires a Synthetic Security Counterparty to
secure its obligations with respect to such Synthetic Security, the Trustee will establish a segregated trust
account, held in the name of the Trustee (each such account, a "Synthetic Security Issuer Account").
The Trustee shall deposit into each Synthetic Security Issuer Account all amounts that are required to
secure the obligations of the Synthetic Security Counterparty in accordance with the terms of such
Synthetic Security. Except for investment earnings, a Synthetic Security Counterparty shall not have any
legal, equitable or beneficial interest in any Synthetic Security Issuer Account other than in accordance
with the Indenture, the applicable Synthetic Security and applicable law. The Synthetic Security Issuer
Accounts shall remain at all times with a financial institution having a long-term debt rating of at least
"BBB+" by Standard & Poor's, at least "Baal" by Moody's, and at least "BBB+" by Fitch and a combined
capital and surplus in excess of $[].

As directed by the Collateral Manager in writing and in accordance with the applicable Synthetic
Security, cash on deposit in a Synthetic Security Issuer Account on behalf of the Issuer shall be invested
in Eligible Investments. Income received on amounts on deposit in the Synthetic Security Issuer Account.
may be withdrawn from such account and paid to the related Synthetic Security Counterparty in
accordance with the applicable Synthetic Security.

Cash and Eligible Investments on deposit in each Synthetic Security Issuer Account will not be
included in the Collateral and will not be available to make payments under the Notes other than as
required under the related Synthetic Security. Amounts contained in any Synthetic Security Issuer
Account shall not be considered to be an asset of the Issuer for purposes of any of the Collateral Quality
Tests or the Coverage Tests, but the Synthetic Security or Synthetic Securities that relate to such
Synthetic Security Issuer Account shall be so considered an asset of the Issuer.

With respect to any obligation by the Synthetic Security Counterparty for payment under any
Synthetic Security, amounts contained in the related Synthetic Security Issuer Account shall, as directed
by the Collateral Manager in writing, be withdrawn by the Trustee and applied to the payment of such
obligation payable by the related Synthetic Security Counterparty to the Issuer. Any excess amounts held
in a Synthetic Security Issuer Account after payment of all amounts owing from the related Synthetic
Security Counterparty to the Issuer shall be withdrawn from such Synthetic Security Issuer Account and
paid to the related Synthetic Security Counterparty in accordance with the applicable Synthetic Security.
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THE ISSUERS

General

The Issuer was incorporated as an exempted company with limited liability and registered on [,

2006 in the Cayman Islands with registered number [, is in good standing under the laws of the Cayman

Islands and has an indefinite existence. The Issuer has been established as a special purpose vehicle for

the purpose of issuing the Notes. The registered office of the Issuer is at the offices of Maples Finance
Limited, P.O. Box 1093GT, Queensgate House, South Church Street, George Town, Grand Cayman,

Cayman Islands. The Issuer's telephone number is +1(345) 945-7100. The Issuer has no prior operating

experience other than in connection with the acquisition of certain Underlying Assets prior to the issuance

of the Notes and the Preference Shares and the engagement of the Collateral Manager and the entering
into of arrangements with respect thereto, and the Issuer will not have any substantial assets other than

the Collateral pledged to secure, among other things, the Notes and the Issuer's obligations to the

Trustee, the Collateral Manager, any Interest Rate Swap Counterparty, the Offsetting Transaction

Counterparty and the Synthetic Security Counterparty. Clause 3 of the Issuer Charter sets out the

objects of the Issuer, which include the business to be carried out by the Issuer in connection with the

Notes. As at the Closing Date, the entire authorized shares of the Issuer will consist of (a) [250] ordinary

shares, par value U.S.$1.00 each (all of which will be issued and held in trust for charitable purposes by

Maples Finance Limited, a licensed trust company incorporated in the Cayman Islands (in such capacity,

the "Share Trustee"), under the terms of a declaration of trust) and (b) [ Preference Shares, par value

U.S.$0.01, all of which will be issued at a liquidation preference of U.S.$1,000 each.

The Co-Issuer was incorporated on March [ ], 2007 under the law of the State of Delaware with

an organizational number [] and its registered office is clo Donald Puglisi, 850 Library Avenue, Suite 204,

Newark, Delaware 19711. The sole director and officer of the Co-Issuer is Donald Puglisi, and he may be

contacted at the principal office of the Co-Issuer listed on the last page of this Offering Circular. The Co-

Issuer's telephone number is +1(302) 738-6680. The Co-Issuer has no prior operating experience. The

Co-Issuer has been established as a special purpose vehicle for the purpose of issuing the Notes. It will

not have any assets (other than its U.S.$1,000 of share capital owned by the Issuer) and will not pledge

any assets to secure the Notes. The third clause of the Co-Issuer's certificate of incorporation sets out

the objects of the Co-Issuer, which include the business to be carried out by the Co-Issuer in connection

with the Notes. The Co-Issuer will not have any interest in the Underlying Assets or other assets held by

the Issuer.

The Notes are obligations only of the Issuers, and none of the Notes are obligations of the

Trustee, the Share Trustee, the Administrator, the Collateral Manager, the Initial Purchaser or its affiliates

or any directors or officers of the Issuers.

Maples Finance Limited will act as the administrator (in such capacity, the "Administrator") and

the Share Registrar of the Issuer. The office of the Administrator will serve as the general business office

of the Issuer. Through this office and pursuant to the terms of an agreement by and between the

Administrator and the Issuer (the "Administration Agreement"), the Administrator will perform various

management functions on behalf of the Issuer, including the provision of certain clerical, administrative

and other services until termination of the Administration Agreement. In consideration of the foregoing,

the Administrator will receive various fees and other charges payable by the Issuer at rates provided for in

the Administration Agreement and will be reimbursed for expenses and the Issuer will provide certain

indemnities to the Administrator in connection with its performance of such services.
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The Administrator will be subject to the overview of the Board of Directors of the Issuer. The
directors of the Issuer are Wendy Ebans and Carlos Farjallah, each of whom is a director or officer and
an employee of the Administrator and each of whose offices are at P.O. Box 1984 GT, Elizabethan

Square, George Town, Grand Cayman, Cayman Islands. The Administration Agreement may be

terminated by the Issuer or the Administrator upon 14 days' notice following the occurrence of certain
events. In addition, the Administration Agreement may be terminated upon three months' notice (subject
to the appointment of a replacement administrator).

The Administrators principal office Is at P.O. Box 1093GT, Queensgate House, South Church
Street, George Town, Grand Cayman, Cayman Islands.

Capitalization and Indebtedness of the Issuer and the Co-Issuer

The initial capitalization and indebtedness of the Issuer as of the Closing Date, after giving effect

to the issuance of the Notes, the Preference Shares and the ordinary shares of the Issuer but before

deducting expenses of the offering of the Notes and of the placement of the Preference Shares and

organizational expenses of the Issuers, is expected to be as follows:

Class A-1 Notes U.S.$[ ]

Class A-2 Notes U.S.$[ ]

Class B Notes U.S.$[]

Class C Notes U.S.$[ ]

Class D Notes U.S.$[ ]

Class E Notes U.S.$[]

Total Debt U.S.$[]

Ordinary Shares [250]

Preference Shares U.S.$[],000

Total Equity U.S.$[],250

Total Capitalization U.S.$o

As of the Closing Date and after giving effect to the issuance of the Preference Shares, the

issued share capital of the Issuer will be [250] ordinary shares, par value U.S.$1.00 per share, and [ ]

Preference Shares, par value U.S.$0.01 per share and with a liquidation preference of U.S.$1,000 per

share.

The Issuer will not have any material assets other than the Collateral.

The Co-Issuer will be capitalized only to the extent of its U.S.$[250) of share capital, will have no

assets other than its share capital and will have no debt other than as Co-Issuer of the Notes. As of the

Closing Date and after giving effect to the issuance of the Co-Issuer's shares,. the authorized and issued

share capital of the Co-Issuer will be [250] shares of common stock, par value U.S.$1.00 per share.
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Business

The Indenture and the Issuer Charter provide that the activities of the Issuer are limited to (a)
investment and reinvestment in Underlying Assets and Eligible Investments, (b) the entering into, and the
performance of its obligations under, the Indenture, any Interest Rate Swap Agreement, the Offset
Transactions, the Offsetting Transactions, the Synthetic Securities, any Investment Agreement, the
Management Agreement, the Collateral Administration Agreement, the Administration Agreement, the
Note Purchase Agreement, the Subscription Agreements and the Preference Share Paying Agency
Agreement, (c) the issuance and sale of the Notes and Preference Shares, (d) the pledge of the
Collateral as security for its obligations in respect of the Notes and its obligations to the other Secured
Parties, (e) ownership of the Co-Issuer and (f) other activities incidental to the foregoing. The Issuer has
no employees and no subsidiaries other than the Co-Issuer. The Co-Issuer will not undertake any
business other than the issuance of the Notes.

The Issuer is not required by Cayman Islands law, and the Issuer does not intend, to publish
annual reports and accounts. The Co-Issuer is not required by Delaware law, and the Co-Issuer does not
intend, to publish annual reports and accounts. The Indenture, however, requires the Issuer to provide
the Trustee, on an annual basis, with a certificate reviewing the activities of the Issuer and of the Issuer's
performance during the preceding year and stating that, to the best of the certifying officer's knowledge,
the Issuer has fulfilled all of its obligations under the Indenture or, if there has been a default, specifying
such default, the nature and status thereof and any actions undertaken to remedy such default.
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THE COLLATERAL MANAGER

The information appearing in this section (other than the information contained under the heading
"General") has been prepared by the Collateral Manager and has not been independently verified by the
Issuers or the Initial Purchaser. Neither the Issuers nor the initial Purchaser assumes any responsibility
for the accuracy, completeness or applicability of such information. Accordingly, the Collateral Manager
assumes sole responsibility for the accuracy, completeness or applicability of such information.

General

Certain administrative and advisory functions with respect to the Collateral will be performed by
the Collateral Manager under the Management Agreement to be entered into between the Issuer and the
Collateral Manager (the "Management Agreement"). The Collateral Manager will, pursuant to the terms
of the Management Agreement, select, monitor and provide the Issuer with certain information relating to,
the portfolio of Underlying Assets, may act as the Auction Agent, direct the Disposition certain Underlying
Assets, including any Credit Risk Asset, Credit improved Asset, Defaulted Asset, Withholding Security or
Equity Security, or instruct the Trustee with respect to the purchase of Underlying Assets and investment
in Eligible Investments as further set forth herein.

Additionally, during the Reinvestment Period, the Collateral Manager is permitted to Dispose of
any Underlying Asset that is investment Grade other than an Equity Security, Credit Risk Asset,
Defaulted Asset, Withholding Security or Credit-Improved Asset; provided that, for any given calendar
year, the aggregate principal balance of any such Underlying Assets Disposed of does not exceed 20% of
the aggregate principal balance of all Underlying Assets.

All acquisitions and Dispositions of Eligible Investments and Underlying Assets, and all
Dispositions of Equity Securities, by the Collateral Manager on behalf of the issuer shall be conducted in
compliance with all applicable laws. The Collateral Manager shall cause any acquisition or Disposition of
any Underlying Asset or Eligible investment, and the sale of any Equity Security, to be conducted on an
arm's-length basis or as provided in the Indenture with respect to a redemption of the Notes and/or
Preference Shares.

One or more Affiliates of the Collateral Manager will acquire all of the Preference Shares and may
acquire some or all of the Class E Notes on the Closing Date. In addition, the Management Agreement
will provide that the Collateral Manager shall notify the Trustee or the Preference Share Paying Agent, as
applicable, upon the sale or transfer by the Collateral Manager of any Preference Shares to a person that
is not an Affiliate of the Collateral Manager, and the Trustee shall deliver notice of such transfer to the
holders of the Notes (to the extent such Notes remain outstanding). The Collateral Manager and its
Affiliates may at times own Notes. At any given time, the Collateral Manager and its Affiliates will not be
entitled to vote the Collateral Manager Securities with respect to any assignment or termination of any of
the express rights or obligations of the Collateral Manager under the Management Agreement or the
Indenture (including the exercise of any rights to remove the Collateral Manager or terminate the
Management Agreement), or any amendment or other modification of the Management Agreement or the
Indenture increasing the rights or decreasing the obligations of the Collateral Manager. However, at any
given time the Collateral Manager and its Affiliates will be entitled to vote the Notes and Preference
Shares held by them with respect to all other matters. See "Risk Factors-Certain Conflicts of Interest."
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HBK Investments L.P.

HBK Investments L.P., a Delaware limited partnership (together with its affiliated subadvisors and

their respective successors, "HBK"), will act as Collateral Manager to the Issuer (in such capacity, the

"Collateral Manager"). Collateral management services for the Issuer will be performed by various

affiliated subadvisors of HBK Investments L.P., which are under common control with HBK Investments

L.P. The headquarters of HBK are located at 300 Crescent Court, Suite 700, Dallas, Texas 75201.

HBK was founded in 1991. HBK is managed by thirteen managing directors and has offices in

Dallas, New York, London, Hong Kong and Tokyo. HBK is an investment.management firm that, as of

December 31, 2006, had approximately $12 billion in capital under management.

From time to time, HBK has responded to various requests for information from governmental

and regulatory bodies, including routine inspections and examinations, as well as enforcement inquiries

and investigations. HBK has provided information to the SEC related to private investments in public

equity and similar transactions and related trading activity. These transactions represent a small portion

of HBK's overall business and are unrelated to its activities as Collateral Manager. HBK is listed, along

with several other entities, in an SEC formal order of investigation related to these matters, and relevant

personnel of HBK have given testimony. HBK believes the investigation is focused on insider trading

issues related to trading before the public announcement of certain transactions and is one of many such

investigations or inquiries directed toward numerous market participants, including brokerage firms, other

intermediaries and investors. Based on interactions to date with the SEC staff and the limited scope of

HBK's activities in this area, HBK does not believe the investigation will result in a material effect on HBK

or have any financial effect on the Issuer or any of the private investment funds that HBK manages.

Biographies

Set forth below is information regarding certain persons who are currently employed by the

Collateral Manager, although such persons may not necessarily continue to be so employed during the

entire term of the Management Agreement and/or may not continue to perform services for the Collateral

Manager under the Management Agreement.

Jamiel Akhtar. Manaqinq Director

Mr. Akhtar has been associated with HBK since 1993 and is a Managing Director of HBK. Mr.

Akhtar is primarily responsible for HBK's developed markets fixed income arbitrage portfolio, which

includes investments in government and agency bonds, futures, interest rate derivatives, and mortgage

and asset-backed securities. He received an A.B. degree cum laude in Economics in 1993 from Harvard

College.

Kevin Jenks, Senior Portfolio Manaqer

Mr. Jenks has been associated with HBK since 2002 and is the firm's senior portfolio manager for

the ABS, MBS and CMBS sectors. From 2000 to 2002, Mr. Jenks was a senior portfolio manager at

Vanderbilt Capital Advisors, LLC specializing in the structured product fixed income market with a focus

on structured credit securities. He was a senior member of a five person team responsible for managing

over $6 billion in institutional fixed income portfolios for clients. From 1997 to 2000, Mr. Jenks was a

portfolio manager with Prime Advisors, where he was responsible for the trading, investment strategy and

management of a $3 billion plus fixed income portfolio consisting of total return funds and insurance

company portfolios. In addition, he was also the firm's sector manager for structured product securities.

Prior to 1997, Mr. Jenks held various trading, analyst and portfolio management positions at Bank
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Boston, The Boston Company Asset Management and Fidelity Investments. Mr. Jenks received a B.S.
degree in Finance in 1992 from the University of Massachusetts.

Jason Lowry, Assistant Trader/Analyst

Mr. Lowry is an assistant trader/analyst with HBK. Jason oversees system analytics and
surveillance. Prior to joining HBK Mr. Lowry was a quantitative analyst with Freddie Mac in fixed income
research. Mr. Lowry received a B.S. degree in Physics from Carnegie Mellon in 2001.

Marco Lukesch

Mr. Lukesch is an analyst with HBK. Marco's primary responsibilities include surveillance and
collateral analysis on new trades and existing positions. Prior to joining HBK Mr. Lukesch was a
consultant with Oliver, Wyman & Co, a strategy consulting firm devoted to the financial services industry.
Mr. Lukesch graduated magna cum laude from the University of Pennsylvania in 2001 receiving a B.S.
from the Wharton School and a B.A. from the college.

Kimberlee K. Rozman, Associate General Counsel

Ms. Rozman has been associated with HBK since 1999 and is Associate General Counsel of
HBK. Ms. Rozman is responsible for a range of HBK's legal matters. Prior to joining HBK Ms. Rozman
was associated with Jackson & Walker L.L.P. Ms. Rozman received a J.D. degree summa cum laude
from Dickinson Law School in 1990.

Gavla Utley. Director of Operations

Ms. Utley has been associated with HBK since 1996 and is responsible for global trading
operations. Ms. Utley graduated from Texas A&M University in 1996 with a B.S. in Accounting.

Qi Wang

Ms. Wang has been associated with HBK since 1998 and is primarily responsible for the US fixed
income arbitrage book. From 1996 to 1998, she worked on the US government sales desk at Lehman
Brothers. She graduated magna cum laude from Yale University in 1995 with degrees in molecular
biophysics & biochemistry and economics.

Brett Orr, CFA

Mr. Orr has been with HBK since 1997 and is responsible for financing all of HBK's government,
asset backed and mortgage backed securities. He graduated with honors in 1997 from Abilene Christian
University with a B.S. in Financial Management.

Jim Wang

Mr. Wang is a senior quantitative analyst with HBK. Jim's primary responsibilities include
developing prepayment and default models to analyze mortgage pools. Prior to joining HBK, Mr. Wang
was a quantitative analyst in ABS research at Citigroup. Mr. Wang graduated from Brandeis University
with a Ph.D. in physics in 1996.
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THE MANAGEMENT AGREEMENT

The following summary describes certain provisions of the Management Agreement. The
summary does not purport to be complete and is subject to, and qualified in its entirety by reference to,
the provisions of the Management Agreement.

As compensation for the performance of its obligations as Collateral Manager under the
Management Agreement, the Collateral Manager will receive a fee (the Management Fee"), to the
extent of the funds available for such purpose in accordance with the Priority of Payments. The

Management Fee will accrue from the Closing Date at a rate of 0.30% per annum on the Quarterly Asset
Amount, payable in arrears on each Distribution Date. In addition, if the Collateral Manager acts as
Auction Agent, as compensation for the performance of its obligations as Auction Agent under the

Management Agreement, the Collateral Manager will receive fees (the "Auction Agent Fees") as
described in the succeeding sentence, to the extent of the funds available for such purpose in accordance
with the Priority of Payments. The Auction Agent Fee will be (a) U.S.$O on the first Auction Date; (b) if the
Auction Call Redemption is not successful on the First Auction Call Date, U.S.$[ on the Distribution Date
immediately following the First Auction Call Date; and (c) U.S.$[] on each Auction Date thereafter, if any.
Any Management Fee or Auction Agent Fee accrued prior to the resignation or removal of the Collateral
Manager will continue to be payable to the Collateral Manager on the Distribution Date immediately
following the effectiveness of such resignation or removal.

To the extent not paid on any Distribution Date when due, any accrued Management Fee or
Auction Agent Fee will be deferred and will be payable on the next subsequent Distribution Date on which
funds are available for the payment thereof in accordance with the Priority of Payments. Any unpaid
Management Fee or Auction Agent Fee that is deferred due to the operation of the Priority of Payments
will not accrue interest.

The Collatel Manag-er will be responsible for its own ordinary expenses and costs incurred in

the course of performing its obligations under the Management Agreement; provided that the Collateral
Manager shall not be liable for the payment of any extraordinary expenses and costs or for the payment
of expenses and costs of (a) legal advisers, accountants, consultants and other professionals retained by
the Issuer or by the Collateral Manager on behalf of the Issuer in connection with certain services to be
provided by the Collateral Manager as specified in the Management Agreement and (b) reasonable travel
expenses undertaken in connection with effecting or directing Disposition of Underlying Assets and
Eligible Investments, negotiating with issuers of Underlying Assets as to proposed modifications or
waivers, taking action or advising the Trustee with respect to the Issuers exercise of any rights or
remedies in connection with the Underlying Assets and Eligible Investments, including in connection with
an offer or default, participating in committees or other groups formed by creditors of an issuer of
Underlying Assets. Such expenses will be paid by the Issuer.

The Collateral Manager will not be liable to the Issuers, the Trustee, the Noteholders, any Interest
Rate Swap Counterparty or any of their respective affiliates, partners, shareholders, officers, directors,
employees, consultants, agents, accountants and attomeys for any losses, damages, claims, liabilities,
costs or expenses (including attorney's fees and expenses) incurred as a result of the actions taken or
omitted or recommended by or on behalf of the Collateral Manager under the Management Agreement or
the Indenture, except by reason of acts constituting bad faith, willful misconduct, gross negligence or
reckless disregard of its duties and obligations thereunder. The Collateral Manager and its Affiliates and
each of their respective partners, shareholders, members, officers, directors, managers, employees,
consultants, agents, accountants and attorneys will be entitled to indemnification by the Issuer under
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certain circumstances (as specified in the Management Agreement), which will be paid in accordance
with the Priority of Payments.

The Collateral Manager may not assign its rights or responsibilities under the Management

Agreement without the consent of the Issuer and the holders of a majority in aggregate principal amount
of Notes of the Controlling Class and upon satisfaction of the Rating Condition, except that pursuant to

the Management Agreement the Collateral Manager may assign all of its rights and responsibilities
thereunder (without thereby being relieved of any of its duties or obligations) to an Affiliate without the

consent of the Issuer, the Trustee or any Noteholder. In addition, the Collateral Manager may, pursuant
to the Management Agreement, enter into arrangements pursuant to which its Affiliates or third parties

may perform certain services on behalf of the Collateral Manager, but such arrangements shall not relieve
the Collateral Manager from any of its duties or obligations thereunder.

The Collateral Manager may resign upon 60 days' prior written notice to the Issuer and the

Trustee, provided that (a) no such resignation shall be effective unless a Replacement Manager is

appointed as described below and (b) the Collateral Manager shall have the right to resign immediately if,

due to a change in applicable law or regulation, the performance by the Collateral Manager of its duties

under the Indenture or the Management Agreement would be a violation of such law or regulation.

The Management Agreement provides that the Collateral Manager may at any time be removed

for "cause" (as defined in the Management Agreement) upon 15 Business Days' prior written notice by
the Issuer, which will effect such removal at the direction of holders of at least 66 2/3% in aggregate
outstanding principal amount of the holders of the Controlling Class (voting as a separate class) and the

holders of at least 66 2 /3% of Preference Shares. In determining whether a specified percentage of

holders of Notes or Preference Shares has directed any such removal as described above or given any

objection to a successor Collateral Manager as described below, Collateral Manager Securities will be

excluded.

For purposes of the Management Agreement, "cause" means any of the following events:

(a) the Collateral Manager willfully breaches, or takes any action that it knows violates, any
provision of the Management Agreement or any term of the Indenture applicable to it (not
including a willful breach or knowing violation that results from a good faith dispute on

alternative courses of action or interpretation of instructions);

(b) the Collateral Manager breaches in any material respect any provision of the
Management Agreement or any terms of the Indenture applicable to it and fails to cure
such breach within 30 days after written notice of such failure is received by the Collateral
Manager unless, if such failure is remediable, the Collateral Manager has taken action
that the Collateral Manager in good faith believes will remedy, and that does in fact
remedy, such failure within 90 days after written notice of such failure is received by the
Collateral Manager;

(c) the Collateral Manager (i) ceases to be able to, or admits in writing its inability to, pay its
debts when and as they become due, (ii) files, or consents by answer or otherwise to the
filing against it of, a petition for relief or reorganization or arrangement or any other
petition in bankruptcy, for liquidation or takes advantage of any bankruptcy, insolvency,
reorganization, moratorium or other similar law of any jurisdiction, (iii) makes an
assignment for the benefit of its creditors, (iv) consents to the appointment of a custodian,
receiver, trustee or other officer with similar powers with respect to it or with respect to
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any substantial part of its property or (v) is adjudicated as insolvent or is to be liquidated;
or

(d) the occurrence of an act by the Collateral Manager that constitutes fraud or criminal
activity in the performance of its obligations under the Management Agreement or the
Collateral Manager being convicted for a criminal offense materially related to its
investment advisory business.

No removal, termination or resignation of the Collateral Manager or termination of the
Management Agreement shall be effective unless (a) a successor Collateral Manager (the "Replacement
Manager") has agreed in writing to assume all of the Collateral Manager's duties and obligations,
including its duties and responsibilities as the Auction Agent, (b) the Replacement Manager is not
objected to by holders of at least 66 2/3% in aggregate outstanding principal amount of any Class of
Notes or the holders of at least 66 2/3% of the Preference Shares (excluding from such vote any
Collateral Manager Securities) within 30 days after notice and (c) the Rating Condition has been satisfied
with respect to the appointment of the Replacement Manager provided, however, that at any time when
an Event of Default shall have occurred and be continuing under the Indenture and the Collateral
Manager shall have resigned or been removed under the circumstances set forth above, the holders of a
Majority of the Notes of the Controlling Class may appoint a successor Collateral Manager (if the Rating
Condition has been satisfied with respect to the appointment of the Replacement Manager).

In addition, no removal or resignation of the Collateral Manager while any Note or Preference
Share is outstanding will be effective until the appointment by the Issuer of a Replacement Manager that
is an established institution which (a) is legally qualified and has the capacity to act as Collateral Manager
under the Management Agreement as successor to the Collateral Manager in the assumption of all of the
responsibilities, duties and obligations of the Collateral Manager under the Management Agreement and
under the applicable terms of the Indenture, including its duties and responsibilities as the Auction Agent,
and (b) will not cause the Issuer or the pool of Collateral to become required to register as an investment

company under the provisions of the investment Company Act. The indenture provides that if holders of
at least 66 2/3% in aggregate outstanding principal amount of any Class of Notes or the holders of at
least 66 2/3% of the Preference Shares (excluding from such votes the Collateral Manager Securities if
the proposed Replacement Manager is an Affiliate of the Collateral Manager) object to a proposed
Replacement Manager within 30 days after such notice (the "First Period"), the Trustee shall notify the
holders of the Notes and Preference Shares that such Replacement Manager has been rejected. Such
notice shall state that a Majority-in-Interest of Preference Shareholders may nominate a successor
Collateral Manager within 60 days after the termination of the First Period (the "Second Period") and
specify a date (not more than 20 days after the end of the First Period), time and place for a meeting
(which meeting may be held telephonically) at which the Preference Shareholders may nominate (if
necessary, by a majority vote of the Preference Shareholders present at such meeting) not more than two
proposed successor Collateral Managers (which proposed successor Collateral Managers shall meet the
requirements of a Replacement Manager specified in the Management Agreement). The Trustee shall
notify each Preference Shareholder and Noteholder of the successor Collateral Managers proposed at
such meeting and request that each Preference Shareholder and Noteholder, by notice given to the
Trustee not later than 20 days after such meeting, select a successor Collateral Manager (if there are two
proposed successor Collateral Managers) or approve such proposed Collateral Manager (if only one
successor Collateral Manager is proposed). If such a successor Collateral Manager is objected to by a
Majority-in-Interest of Preference Shareholders or by the Holders of 66 2/3% in aggregate principal
amount of any Class of Notes, the Trustee shall notify each Holder of a Preference Share of the failure to
appoint a successor Collateral Manager and specify a date (prior to the end of the Second Period), time
and place for a meeting (which meeting may be held telephonically) at which a Majority-In-Interest of the
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Preference Shareholders present (so long as holders of at least 66 2/3% of the Preference Shares are
represented at such meeting) may appoint a successor Collateral Manager. The Collateral Manager
Securities shall be excluded from the determination of whether 66 2/3% in aggregate principal amount of
any Class of Notes or a Majority-in-Interest of Preference Shareholders for appointing or approving (or
objecting to) a successor Collateral Manager has been obtained, except that for purposes of appointing or
approving a successor Collateral Manager that is not an Affiliate of the Collateral Manager, the Notes and
Preference Shares which are Collateral Manager Securities shall be included in determining whether the
Noteholders and Preference Shareholders have selected or approved (or objected to) such successor
Collateral Manager. In the event that a successor to the Collateral Manager is not appointed within 90
days after its resignation or removal, the Issuer or the Collateral Manager may petition a court to appoint
a successor, without obtaining the approval of the Holders of the Notes and the Preference Shares.

Pursuant to the Indenture, the Trustee is entitled to exercise the rights and remedies of the Issuer
under the Management Agreement (a) upon the occurrence of an Event of Default until such time, if any,
as such Event of Default is cured or waived, (b) upon the termination of the Collateral Manager in
accordance with the Management Agreement or (c) upon a material default in the performance, or
breach, of any covenant, representation, warranty or other agreement of the Issuer under the Indenture or
in any certificate or writing delivered pursuant thereto or made in connection therewith which proves to be
incorrect in any material respect when made if (i) holders of at least 50% in aggregate outstanding
principal amount of the Notes of any Class, Preference Shareholders whose aggregate Voting
Percentages are at least 50% of all Preference Shareholders' Voting Percentages or any Interest Rate
Swap Counterparty gives notice of such default or breach to the Trustee and the Collateral Manager or (ii)
the Collateral Manager, Issuer or Co-Issuer has actual knowledge of such default or breach, and in either
case, such default or breach (if remediable) continues for a period of 30 days.

In certain circumstances, the interests of the Issuer and/or the holders of the Notes with respect
to matters as to which the Collateral Manager is advising the Issuer may conflict with the interests of the
Collateral Manager and its Affiliates. See "Risk Factors-Certain Conflicts of Interest."
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DEUTSCHE BANK AKTIENGESELLSCHAFT

Incorporation, Registered Office and Objectives

Deutsche Bank Aktiengesellschaft ("Deutsche Bank" or the *Bank") originated from the
reunification of Norddeutsche Bank Aktiengesellschaft, Hamburg, Rheinisch-Westfalische Bank
Aktiengesellschaft, Duesseldorf and S~ddeutsche Bank Aktiengesellschaft, Munich; pursuant to the Law
on the Regional Scope of Credit Institutions, these had been disincorporated in 1952 from Deutsche Bank
which was founded in 1870. The merger and the name were entered in the Commercial Register of the
District Court Frankfurt am Main on 2 May 1957. Deutsche Bank is a banking institution and a stock
corporation incorporated under the laws of Germany under registration number HRB 30 000. The Bank
has its registered office in Frankfurt am Main, Germany. It maintains its head office at Taunusanlage 12,
60325 Frankfurt am Main and branch offices in Germany and abroad including in London, New York,
Sydney, Tokyo and an Asia-Pacific Head Office in Singapore which serve as hubs for its operations in the
respective regions.

Deutsche Bank is the parent company of a group consisting of banks, capital market companies,
fund management companies, a real-estate finance company, installment financing companies, research
and consultancy companies and other domestic and foreign companies (the "Deutsche Bank Group").

The objects of Deutsche Bank, as laid down in its Articles of Association, include the transaction
of all kinds of banking business, the provision of financial and other services and the promotion of
international economic relations. The Bank may realize these objectives itself or through subsidiaries and
affiliated companies. To the extent permitted by law, the Bank is entitled to transact all business and to
take all steps which appear likely to promote the objectives of the Bank, in particular to acquire and
dispose of real estate, to establish branches at home and abroad, to acquire, administer and dispose of
participations in other enterprises, and to conclude company-transfer agreements.

Deutsche Bank AG, London Branch

"Deutsche Bank AG London" is the London branch of Deutsche Bank AG. On 12 January 1973,
Deutsche Bank AG filed in the United Kingdom the documents required pursuant to section 407 of the
Companies Act 1948 to establish a place of business within Great Britain. On 14 January 1993, Deutsche
Bank registered under Schedule 21A to the Companies Act 1985 as having established a branch
(Registration No. BROO0005) in England and Wales. Deutsche Bank AG London is an authorized person
for the purposes of section 19 of the Financial Services and Markets Act 2000. In the United Kingdom, it
conducts wholesale banking business and through its Private Wealth Management division, it provides
holistic wealth management advice and integrated financial solutions for wealthy individuals, their families
and selected institutions.

Share Capital

As of 30 June 2006, Deutsche Bank's issued share capital amounted to Euro 1,329,684,136.96
consisting of 519,407,866 ordinary shares without par value. The shares are fully paid up and in
registered form. The shares are listed for trading and official quotation on all the German Stock
Exchanges. They are also listed on the Stock Exchanges in New York, Tokyo and Zurich. The
Management Board has decided to pursue delisting on certain stock exchanges other than Germany and
New York in order to benefit from the integration of financial markets. In respect of the stock exchanges in
Amsterdam, Brussels, London, Luxembourg, Paris and Vienna, this decision was already completely
implemented.
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Capitalization and Indebtedness of Deutsche Bank Group

As of 30 June 2006, Deutsche Bank Group's capitalization and indebtedness (unaudited) on the
basis of United States Generally Accepted Accounting Principles ("U.S. GAAP") was as follows:

As of
30 June 2006

(in Euro million)

Deposits 367,253

Trading liabilities 220,791

Central bank funds purchased and securities sold under repurchase agreements 184,282

Securities loaned 11,191

Other short-term borrowings 28,839

Other liabilities 91,087

Long-term debt 121,467

Obligation to purchase common shares 4,319

Total liabilities 1 029,299

Common shares, no par value, nominal value of Euro 2.56 1,330

Additional paid-in capital 14,581

Retained earnings 22,023

Common shares in treasury, at cost (2,139)

Equity classified as obligation to purchase common shares (4,319)

Accumulated other comprehensive income (loss)

Deferred tax on unrealized net gains on securities available for sale relating to 1999 (2,164)
and 2000 tax rate changes in Germany

Unrealized net gains on securities available for sale, net of applicable tax and other 1,829

Unrealized net gains (losses) on derivatives hedging variability of cash flows, net of (52)
tax

Minimum pension liability, net of tax (8)

Foreign currency translation, net of tax (2,017)

Total accumulated other comprehensive loss (2,412)

Total shareholders' equity 29,064

Total liabilities and shareholders' equity 1,058,293

There has been no material change in Deutsche Bank Group's capitalization and indebtedness
since 30 June 2006.
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Management

In accordance with German law, Deutsche Bank has both a Supervisory Board (Aufsichtsrat) and
a Management Board (Vorstand). These Boards are separate; no individual may be a member of both.
The Supervisory Board appoints the members of the Management Board and supervises the activities of
this Board. The Management Board represents Deutsche Bank and is responsible for its management of
its affairs.

The Management Board consists of

Dr. Josef Ackermann Chairman of the Management Board (Chief
Executive Officer)

Dr. Hugo Banziger Chief Risk Officer (CRO)

Anthony Di lorio Chief Financial Officer (CFO)

Dr. Tessen von Heydebreck Chief Administrative Officer (CAO)

Hermann-Josef Lamberti Chief Operating Officer (COO)

The Supervisory Board consists of the following 20 members:

Dr. Clemens Boersig Chairman
Frankfurt am Main

Heidrun F6rster* Deputy Chairperson
Deutsche Bank Privat- und Geschaftskunden
AG
Berlin

Dr. Karl-Gerhard Eick Deputy Chairman of the Board of Managing
Directors of Deutsche Telekom AG
Cologne

Ulrich Hartmann Chairman of the Supervisory Board of E.ON
AG Disseldorf

Gerd Herzberg* Vice President of ver.di Vereinte
Dienstleistungsgewerkschaft Berlin

Sabine Horn* Deutsche Bank AG
Frankfurt am Main

Rolf Hunck* Deutsche Bank AG
Hamburg

Sir Peter Job London

Prof. Dr. Henning Kagermann Chairman and CEO of SAP AG
Walldorf/Baden

Ulrich Kaufmann* Deutsche Bank AG
Dasseldorf
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Peter Kazmierczak* Deutsche Bank AG
Essen

Maurice Ldvy Chairman and Chief Executive Officer, Publicis
Groupe S.A. Paris

Henriette Mark* Deutsche Bank AG
Munich

Dr. jur. Dr.-Ing. E.h. Heinrich von Pierer Chairman of the Supervisory Board of Siemens
AG
Erlangen

Gabriele Platscher* Deutsche Bank Privat- und Geschiftskunden
AG
Braunschweig

Karin Ruck* Deutsche Bank AG
Bad Soden am Taunus

Prof. Dr. Theo Siegert Managing Director of the Haen Carstanjen &
S~hne Dbsseldorf

Tilman Todenh6fer Managing Partner of Robert Bosch
Industrietreuhand KG
Stuttgart

Dipl.-ing. Dr.-Ing. E.h. JOrgen Weber Chairman of the Supervisory Board of
Deutsche Lufthansa AG

_ Hamburg

Leo Wunderlich* Deutsche Bank AG
Mannheim

* Elected by the staff in Germany.

The members of the Management Board accept membership on the Supervisory Boards of other
corporations within the limits prescribed by law.

The business address of each member of the Management Board and of the Supervisory Board
of Deutsche Bank is Taunusanlage 12, 60325 Frankfurt am Main, Germany.

Financial Year

The financial year of Deutsche Bank is the calendar year.

Auditors

The independent auditors of Deutsche Bank are KPMG Deutsche Treuhand Gesellschaft
Aktiengesellschaft Wirtschaftsprlfungsgesellschaft ("KPMG"), Marie-Curie-Strasse 30, 60439 Frankfurt
am Main, Germany. KPMG audited Deutsche Bank's non-consolidated financial statements for the years
ended 31 December 2003, 2004 and 2005, which were prepared in accordance with the German

161

PSI-M&T Bank-02-0182

Footnote Exhibits  - Page 1879



Commercial Code ("HGB"). In accordance with § 292a HGB in the version effective until 9 December
2004 in connection with Article 2 of the Accounting Law Reform Act (Bilanzrechtsreformgesetz -BilReG)
and Article 57 of the Introductory Act for the German Commercial Code (EGHGB), the consolidated
financial statements for the years ended 31 December 2003, 2004 and 2005 were prepared in
accordance with United States Generally Accepted Accounting Principles ("U.S. GAAP") and audited by
KPMG. In each case an unqualified auditor's certificate has been provided.

Set out below are the following:

* Consolidated Statement of Income as at 30 June 2006 and 30 June 2005;

* Consolidated Balance Sheet as at 30 June 2006 and 31 December 2005; and

* Liabilities and Shareholders' equity as at 30 June 2006 and 31 December 2005.
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Consolidated Statement of Income (unaudited)
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Consolidated Balance Sheet
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Liabilities and Shareholders' Equity
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Litigation

Other than set out herein Deutsche Bank is not, or during the last two financial years has not
been involved (whether as defendant or otherwise) in, nor does it have knowledge of any threat of any
legal, arbitration, administrative or other proceedings the result of which may have, in the event of an
adverse determination, a significant effect on its financial condition presented in this Offering Circular.

IPO Allocation Litigation

Deutsche Bank Securities Inc. ("DBSI") and its predecessor firms, along yvith numerous other
securities firms, have been named as defendants in over 80 putative class action lawsuits pending in the
United States District Court for the Southern District of New York. These lawsuits allege violations of
securities and antitrust laws in connection with the allocation of shares in a large number of initial public
offerings ("IPOs") by issuers, officers and directors of issuers, and underwriters of those securities. DBSI
is named in these suits as an underwriter. The securities cases allege material misstatements and
omissions in registration statements and prospectuses for the IPOs and market manipulation with respect
to aftermarket trading in the IPO securities. Among the allegations are that the underwriters tied the
receipt of allocations of IPO shares to required aftermarket purchases by customers and to the payment
of undisclosed compensation to the underwriters in the form of commissions on securities trades, and that
the underwriters caused misleading analyst reports to be issued. The antitrust claims allege an illegal
conspiracy to affect the stock price based on similar allegations that the underwriters required aftermarket
purchases and undisclosed commissions in exchange for allocation of IPO stocks. In the securities cases,
the motions to dismiss the complaints of DBSI and others were denied on February 13, 2003. Plaintiffs'
motion to certify six "test" cases as class actions in the securities cases was granted on October 13,
2004, and DBSI and other defendants appealed that decision to the Court of Appeals for the Second
Circuit. Discovery in the securities cases is underway. In the putative antitrust class action, the
defendants' motion to dismiss the complaint was granted on November 3, 2003. On September 28, 2005
the Court of Appeals for the Second Circuit vacated the ruling and remanded the case to the lower court
for consideration of alternate grounds for dismissal. Defendants have moved for reconsideration by the
Second Circuit.

Enron Litigation

Deutsche Bank AG and certain of its affiliates are collectively involved in more than 10 lawsuits
arising out of their banking relationship with Enron Corp., its subsidiaries and certain Enron-related
entities ("Enron"). These lawsuits include a series of purported class actions brought on behalf of
shareholders of Enron, including the lead action captioned Newby v. Enron Corp. The consolidated
complaint filed in Newby named as defendants, among others, Deutsche Bank AG, several other
investment banking firms, a number of law firms, Enron's former accountants and affiliated entities and
individuals and other individual defendants, including present and former officers and directors of Enron,
and it purported to allege claims against Deutsche Bank AG under federal securities laws. On June 5,
2006, the Court dismissed all of the claims alleged in the Newby action against Deutsche Bank AG and
its affiliates. On June 21, 2006, Lead Plaintiff in Newby filed a motion requesting the Court to reconsider
the dismissal. of Deutsche Bank AG and its affiliates from Newby.

Also, an adversary proceeding has been brought by Enron in the bankruptcy court against,
among others, Deutsche Bank AG and certain of its affiliates. In this adversary proceeding, Enron seeks
damages from the Deutsche Bank entities, as well as the other defendants, for alleged aiding and
abetting breaches of fiduciary duty by Enron insiders, aiding and abetting fraud and unlawful civil
conspiracy, and also seeks return of alleged fraudulent conveyances and preferences and equitable
subordination of their claims in the Enron bankruptcy. The Deutsche Bank entities' motion to partially
dismiss the adversary complaint is pending.
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In addition to Newby and the adversary proceeding described above, there are third-party actions
and individual and putative class actions brought in various courts by Enron investors and creditors
alleging federal and state law claims against Deutsche Bank AG and certain of its affiliates.

WorldCom Utigation

Deutsche Bank AG and DBSI were defendants in more than 40 actions filed in federal and state
courts arising out of alleged material misstatements and omissions in the financial statements of
WorldCom Inc. DBSI was a member of the syndicate that underwrote WorldCom's May 2000 and May
2001 bond offerings, which are among the bond offerings at issue in the actions. Deutsche Bank AG,
London branch was a member of the syndicate that underwrote the sterling and euro tranches of the May
2001 bond offering. Plaintiffs were alleged purchasers of these and other WorldCom debt securities. The
defendants in the various actions included certain WorldCom directors and officers, WorldCom's auditor
and members of the underwriting syndicates for the debt offerings. Plaintiffs alleged that the offering
documents contained material misstatements and/or omissions regarding WorldCom's financial condition.
The claims against DBSI and Deutsche Bank AG were made under federal and state statutes (including
securities laws), and under various common law doctrines. The largest of the actions against Deutsche
Bank AG and DBSI was a class action litigation In the U.S. District Court in the Southem District of New
York, in which the class plaintiffs are the holders of a significant majority of the bonds at issue. On March

10, 2005, Deutsche Bank AG and DBSI reached a settlement agreement, subject to court approval,
resolving the class action claims asserted against them, for a payment of approximately US$325 million.
The settlement of the class action claims did not resolve the individual actions brought by investors who
chose to opt out of the federal class action. The financial effects of the class action settlement are
reflected in our 2004 consolidated financial statements. All but three of the individual actions have been
resolved.

Tax-Related Products

Deutsche Bank AG, along with certain affiliates and employees (collectively referred to as
"Deutsche Bank"), have collectively been named as defendants in more than 75 legal proceedings
brought by customers in various tax-oriented transactions. Deutsche Bank provided financial products
and services to these customers, who were advised by various accounting, legal and financial advisory
professionals. The customers claimed tax benefits as a result of these transactions, and the United States
Internal Revenue Service has rejected those claims. In these legal proceedings, the customers allege

that, together with Deutsche Bank, the professional advisors improperly misled the customers into
believing that the claimed tax benefits would be upheld by the Intemal Revenue Service. The legal

proceedings are pending in numerous state and federal courts and in arbitration, and claims against
Deutsche Bank are alleged under both U.S. state and federal law. Many of the claims against Deutsche
Bank are asserted by individual customers, while others are asserted on behalf of a putative customer
class. No litigation class has been certified as against Deutsche Bank. The legal proceedings are
currently at various pre-trial stages, including discovery.

The United States Department of Justice ("DOJ") is also conducting a criminal investigation of
tax-oriented transactions that were executed from approximately 1997 through 2001. In connection with
that investigation, DOJ has sought various documents and other information from Deutsche Bank and
has been investigating the actions of various individuals and entities, including Deutsche Bank, in such
transactions. In the latter half of 2005, DOJ brought criminal charges against numerous individuals based
on their participation in certain tax-oriented transactions while employed by entities other than Deutsche
Bank. In the latter half of 2005, DOJ also entered into a Deferred Prosecution Agreement with an
accounting firm (the "Accounting Firm"), pursuant to which DOJ agreed to defer prosecution of a

criminal charge against the Accounting Firm based on its participation in certain tax-oriented transactions
provided that the Accounting -Firm satisfied the terms of the Deferred Prosecution Agreement. On
February 14, 2006, DOJ announced that it had entered into a Deferred Prosecution Agreement with a
financial institution (the "Financial Institution"), pursuant to which DOJ agreed to defer prosecution of a
criminal charge against.the Financial Institution based on its role in providing financial products and
services in connection with certain tax-oriented transactions provided that the Financial Institution

167

PSI-M&TBank-02-0188

Footnote Exhibits  - Page 1885



satisfied the terms of the Deferred Prosecution Agreement. Deutsche Bank provided similar financial

products and services in certain tax-oriented transactions that are the same or similar to the tax-oriented
transactions that are the subject of the above-referenced criminal charges. Deutsche Bank also provided
financial products and services in additional tax-oriented transactions as well. DOJ's criminal investigation
is on-going.

In the Matter of KPMG LLP Certain Auditor Independence Issues

On November 20, 2003, the SEC requested Deutsche Bank to produce certain documents in
connection with an ongoing investigation of certain auditor independence issues relating to KPMG LLP.
Deutsche Bank is cooperating with the SEC in its inquiry. KPMG Deutsche Treuhand-Gesellschaft
Aktiengesellschaft Wirtschaftspr0fungsgesellschaft ("KPMG DTG"), a KPMG LLP affiliate, is Deutsche
Bank's auditor. Aspects of this investigation appear to involve certain tax-oriented transactions among
those at issue in the tax-related litigation described above, where Deutsche Bank provided financial

products and services and a KPMG LLP affiliate advised the investors. During all relevant periods,
including the present, KPMG DTG has confirmed to Deutsche Bank that KPMG DTG was and is
"independent" from Deutsche Bank under applicable accounting and SEC regulations.

Kirch Litigation

In May 2002, Dr Leo Kirch personally and as an assignee initiated legal action against Dr Breuer
and Deutsche Bank AG alleging that a statement made by Dr Breuer (then the Spokesman of Deutsche
Bank's Management Board) in an interview with Bloomberg television on February 4, 2002 regarding the

Kirch Group was in breach of laws and financially damaging to Kirch. On January 24, 2006 the German
Federal Supreme Court sustained the action for the declaratory judgment only in respect of the claims

assigned by the PrintBeteiligungs GmbH. Such action does not require a proof of any loss caused by the
statement made in the interview. PrintBeteiligungs GmbH is the only company of the Kirch Group which

was a borrower of Deutsche Bank. Claims by Kirch personally and by the group holding company,
TaurusHolding GmbH & Co. KG, were dismissed. To be awarded a judgment for damages against

Deutsche Bank AG, Dr Kirch would have to file a new lawsuit; in such proceedings he would have to

prove that the statement caused financial damages to PrintBeteiligungs GmbH and the amount thereof.

In 2003, Dr Kirch instituted legal action in the Supreme Court of the State of New York in which

he seeks the award of compensatory and punitive damages based upon Dr Breuer's interview. Upon
introduction of additional plaintiffs and defendants and referral to the U.S. District Court for the Southern

District of New York, the case was dismissed on September 24, 2004. The plaintiffs appealed this
decision. On June 5, 2006, the U.S. Court of Appeals for the Second Circuit partly confirmed the

dismissal of the claims and otherwise remanded the case to the court of first instance to decide for the

remaining claims the issues of forum non conveniens or res judicata.

On December 31, 2005, the KGL Pool GmbH filed a lawsuit against Deutsche Bank and Dr
Breuer. The lawsuit is based on alleged claims assigned from various subsidiaries of the former Kirch

Group. The KGL Pool GmbH is also a plaintiff in the above mentioned case in the USA and seeks a
declaratory judgment to the effect that Deutsche Bank AG and Dr Breuer are jointly and severally liable
for damages as a result of the interview statement and the behaviour of Deutsche Bank in respect of
several subsidiaries of the Kirch Group.

Philipp Holzmann AG

Philipp Holzmann AG ("Holzmann") is a major German construction firm which filed for
insolvency in March 2002. Deutsche Bank had been a major creditor bank and holder of an equity interest
of Holzmann for many decades, and, from April 1997 until April 2000, a former member of Deutsche Bank
AG's Management Board was the Chairman of its Supervisory Board. When Holzmann had become
insolvent at the end of 1999, a consortium of banks led by Deutsche Bank participated in late 1999 and
early 2000 in a restructuring of Holzmann that included the banks' extension of a credit facility,
participation in a capital increase and exchange of debt into convertible bonds. In March 2002, Holzmann
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and several of its subsidiaries, including in particular imbau Industrielles Bauen GmbH ("imbau"), filed for
insolvency. As a result of this insolvency, the administrators for Holzmann and for imbau and a group of
bondholders have informed Deutsche Bank they are asserting claims against it because of its role as
lender to the Holzmann group prior to and after the restructuring and as leader of the consortium of banks
which supported the restructuring. The purported claims include claims that amounts repaid to the banks
constituted voidable preferences that should be retumed to the insolvent entities and claims of lender
liability resulting from the banks' support for an allegedly infeasible restructuring. Although Deutsche Bank
is In ongoing discussions, it cannot exclude that some of the parties may file lawsuits against it. To date,
the administrator for imbau filed a lawsuit against Deutsche Bank in August 2004 alleging that payments
received by Deutsche Bank in respect of a loan made to imbau in 1997 and 1998 and in connection with
a real estate transaction that was part of the restructuring constituted voidable preferences that should be
returned to the insolvent entity. Several bondholders filed a lawsuit against Deutsche Bank in December
2005 seeking damages because of its allegedly unlawful support of Holzmann's 1999/2000 restructuring.
Additionally, Gebema N.V. filed a lawsuit in 2000 seeking damages against Deutsche Bank alleging
deficiencies in the offering documents based on which Gebema N.V. had invested in equity and
convertible bonds of Holzmann in 1998.

Parmalat Litigation

Following the bankruptcy of the Italian company Parmalat, the Special Administrator of Parmalat,
Mr. Enrico Bondi, is suing Deutsche Bank for damages totaling EUR2.199 billion for facilitating the
insolvency offence of delaying the filing of a petition in insolvency allegedly committed by Parmalat's
former management and supervisory board. There are two separate complaints and they allege that by
managing and/or underwriting the issuance of Parmalat bonds in 2003 and entering into certain derivative
transactions, Deutsche Bank assisted Parmalat by providing liquidity in order to enable Parmalat to meet
its short term liabilities/obligations. It is alleged that Deutsche Bank knowingly helped Parmalat to
continue its business for several months until December 2003, despite being aware of the true financial
situation that the company was in. Parmalat reserves the right to increase the amount of damages
sought. The damages currently requested are, it is claimed, equal to the loss creditors of Parmalat
incurred in the second half of 2003.

Also in connection with the Parmalat insolvency, Mr. Bondi has already brought two claw back
actions against Deutsche Bank SpA.

General

Due to the nature of its business, Deutsche Bank and its subsidiaries are involved in litigation,
arbitration and regulatory proceedings in Germany and in a number of jurisdictions outside Germany,
including the United States, arising in the ordinary course of its businesses. Such matters are subject to
many uncertainties, and the outcome of individual matters is not predictable with assurance. Although the
final resolution of any such matters could have a material effect on Deutsche Bank's consolidated
operating results for a particular reporting period, the Bank believes that it should not materially affect its
consolidated financial position.
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TAX CONSIDERATIONS

United States Tax Considerations

General

To ensure compliance with Internal Revenue Service Circular 230, investors are hereby
notified that: (a) any discussion of U.S. federal tax issues contained or referred to in this Offering
Circular is not intended or written to be used, and cannot be used, by Investors for the purpose of
avoiding penalties that may be imposed on them under the Code; (b) such discussion is written to
support the promotion or marketing of the transactions or matters addressed herein; and (c)
prospective Investors should seek advice based on their particular circumstances from an
independent tax adviser.

The following is a summary of certain of the United States federal income tax consequences of
an investment in the Notes by purchasers that acquire their Notes in the initial offering. The discussion
and the opinions referenced below are based upon laws, regulations, rulings, and decisions currently in
effect, all of which are subject to change, possibly with retroactive effect. Prospective investors should
note that no rulings have been or are expected to be sought from the Internal Revenue Service (the
"IRS") with respect to any of the United States federal income tax consequences discussed below, and no
assurance can be given that the IRS will not take contrary positions. Further, the following summary does
not deal with all United States federal income tax consequences applicable to any given investor, nor
does it address the United States federal income tax considerations applicable to all categories of
investors, some of which may be subject to special rules, such as Non-U.S. Holders (defined below),
financial institutions, REITs, RICs, insurance companies, tax-exempt organizations, dealers or traders in
securities, currencies or notional principal contracts, persons that own (or are deemed to own) [10]% or
more of the voting shares (or interests treated as equity) of the Issuer, partnerships, pass-through entities
or persons who hold the Notes through partnerships or pass-through entities, S corporations, estates and
trusts, investors that hold their Notes as part of a hedge, straddle, synthetic security or an integrated or
conversion transaction, or investors whose "functional currency" is not the U.S. dollar. Furthermore, it
does not address alternative minimum tax consequences, or the indirect effects on investors of equity
interests in either a U.S. Holder (as defined below) or a Non-U.S. Holder. In addition, this summary is
generally limited to investors that will hold their Notes as "capital assets" within the meaning of Section
1221 of the Code. Investors should consult their own tax advisors to determine the United States federal,
state, local, and other tax consequences of the purchase, ownership, and disposition of the Notes.

As used herein, "U.S. Holder" or means a beneficial holder of a Note that is an individual citizen
or resident of the United States for United States federal income tax purposes, a corporation or other
entity taxable as a corporation created or organized in or under the laws of the United States or any state
thereof (including the District of Columbia), an estate the income of which is subject to United States
federal income taxation regardless of its source, or a trust for which a court within the United States is
able to exercise primary supervision over its administration and for which one or more United States
persons (as defined in the Code) have the authority to control all of its substantial decisions or a trust that
has made a valid election under U.S. Treasury Regulations to be treated as a domestic trust. "Non-U.S.
Holder" means any holder (or beneficial holder) of a Note that is not a U.S. Holder. If a partnership holds
Notes, the tax treatment of a partner will generally depend upon the status of the partner and upon the
activities of the partnership. Partners of partnerships holding Notes should consult their own tax advisors.
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U.S. Federal Income Tax Consequences to the Issuer

Upon the issuance of the Notes, Allen & Overy LLP, special U.S. tax counsel to the Issuer, will
deliver an opinion generally to the effect that under current law, and assuming compliance with the
Indenture (and certain other documents) and based on certain factual representations made by the Issuer
and the Collateral Manager, although the matter is not free from doubt, the Issuer will not be engaged in
the conduct of a trade or business in the United States. Accordingly, the Issuer does not expect to be
subject to net income taxation in the United States. Prospective investors should be aware that opinions
of counsel are not binding on the IRS and there can be no absolute assurance that the IRS will not seek
to treat the Issuer as engaged in a U.S. trade or business. If the IRS were to successfully characterize
the Issuer as engaged in such a trade or business, among other consequences, the Issuer would be
subject to net income taxation in the United States (as well as the branch profits tax) on its income. The

levying of such taxes would materially affect the Issuer's financial ability to pay principal and interest on
the Notes.

The Issuer intends to acquire the Underlying Assets, the interest on which, and any gain from the

Disposition thereof, is expected not to be subject to United States federal withholding tax or withholding
tax imposed by other countries (unless subject to being "grossed up"). The Issuer will not, however,
make any independent investigation of the circumstances surrounding the issuance of the individual
assets comprising the Underlying Assets and, thus, there can be no absolute assurance that in every

case, payments will be received free of withholding tax. If the Issuer is a CFC (defined below), the Issuer

would incur United States withholding tax on interest received from a related United States person.

In addition, it is not expected that the Issuer will derive material amounts of any other items of
income that will be subject to United States withholding taxes.

If withholding or deduction of any taxes from payments is required by law in any jurisdiction, the
Issuer shall be under no obligation to make any additional payments to any holder in respect of such
withhoiding or deduction.

Notwithstanding the foregoing, any commitment fee, facility fee and similar fee that the Issuer

earns may be subject to a 30% withholding tax and any lending fees received under a securities lending
agreement may also be subject to withholding tax.

Classification of the Notes

The Issuer has agreed and, by its acceptance of a Note, each Noteholder will be deemed to have

agreed, to treat each of the Notes as debt of the Issuer for United States federal income tax purposes,
unless required by law. Upon the issuance of the Notes, Allen & Overy LLP will deliver an opinion

generally to the effect that assuming compliance with the Indenture (and certain other documents) and

based on certain factual representations made by the Issuer and the Initial Purchaser, the Notes, when
issued, will be characterized as debt of the Issuer for United States federal income tax purposes.
Prospective investors should be aware that opinions of counsel are not binding on the IRS, and there can

be no assurance that the IRS will not seek to characterize any Class of Notes as other than

indebtedness. Except as provided under "-Alternative Characterization of the Notes," below, the
balance of this discussion assumes that the Notes will be characterized as debt of the Issuer for United
States federal income tax purposes unless required by law.

For United States federal income tax purposes, the Issuer, and not the Co-Issuer, will be treated
as the issuer of the Notes.
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Payments of Interest on the Notes.

Generally, stated interest on a Note that is considered "unconditionally payable" (as described
below) will be ordinary income taxable to a U.S. Holder when received or accrued in accordance with
such U.S. Holder's method of accounting for U.S. federal income tax purposes. Such interest income will
be treated as foreign source income for foreign tax credit purposes. If the "stated redemption price at
maturity" ("SRPM") of a Note exceeds the "issue price" of such Note by more than a "de minimis amount,"
then the excess of SRPM over the issue price may constitute original issue discount ("OlD"). The SRPM
of a debt instrument is generally the sum of all payments provided by the debt instrument other than
"qualified stated interest" payments. The issue price is the first price at which a substantial amount of a
debt instrument Is sold to the public. The de minimis amount is any amount less than one-fourth of one
percent of a debt instruments SRPM multiplied by the number of complete years to maturity. Qualified
stated interest is generally interest paid on a debt instrument that is unconditionally payable at least
annually at a single fixed rate.

The Treasury Regulations provide that, for purposes of determining whether a debt instrument is
issued with OlD, stated interest must be included in the SRPM of the debt instrument if such interest is
not "unconditionally payable." Interest is considered "unconditionally payable" if reasonable legal
remedies exist to compel timely payment or terms and conditions of the debt instrument make the
likelihood of late payment (other than late payment that occurs within a reasonable grace period) or non-
payment (ignoring the possibility of non-payment due to default, insolvency or similar circumstances) a
remote contingency. The Issuer intends, pursuant to its interpretation of the foregoing rules, to take the
position that payments of interest on the Class A-1 Notes, Class A-2 Notes and Class B Notes are

considered unconditionally payable, and thus not included in the SRPM of such Class A-1 Notes, Class
A-2 Notes and Class B Notes and should be treated as "qualified stated interest". Because the interest
payments on the Class C Notes, Class D Notes and Class E Notes are subject to deferral (and the
possibility of such deferral may not be remote within the meaning of the Treasury Regulations), the Issuer
intends to take the position that all interest (including interest on accrued but unpaid interest) payable on

the Class C Notes, Class D Notes and Class E Notes should be included in the SRPM and should be
treated as issued with OlD. However, because there is no authority addressing when the likelihood of a
contingency such as the deferral of interest should be considered not "remote", there can be no
assurance the IRS will agree with this position.

The U.S. federal income tax treatment of the Class C Notes, the Class D Notes and the Class E
Notes under the OlD rules is uncertain. If the Class C Notes, the Class D Notes and the Class E Notes
are issued at an issue price equal to their principal amount, the Issuer intends not to calculate OlD under
the PAC Method referred to below, and instead to take the position that the amount of OID that accrued
on such Class C Notes, Class D Notes and Class E Notes in each accrual period is equal to the amount
of interest (including any Deferred Interest with respect to the Class C Notes, the Class D Notes and the
Class E Notes) that accrues on such Class C Notes, Class D Notes and Class E Notes during such
period. Unless the Class C Notes, the Class D Notes and the Class E Notes are issued at an issue price
equal to their principal amount, in including stated interest in the SRPM of the Class C Notes, the Class D
Notes and the Class E Notes, the Issuer intends, absent definitive guidance, to treat the Class C Notes,
the Class D Notes and the Class E Notes as subject to an income accrual method analogous to the
methods applicable to debt instruments having payments that are contingent as to amount but not as to
time and debt instruments whose payments are subject to acceleration (prescribed by section 1272(a)(6)
of the Code) using an-assumption as to the expected prepayments on the Class C Notes, the Class D
Notes and the Class E Notes (the "PAC Method"). As such, accruals of any such additional OlD will
generally be based upon the weighted average life of such Class C Notes, Class D Notes and Class E
Notes rather than the stated maturity. Prospective investors should consult their own tax advisors
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regarding the application of the OlD rules to the Class C Notes, the Class D Notes and the Class E Notes
and the tax characterization and treatment of payments on such Notes.

Sale, Exchange or Retirement of the Notes.

A U.S. Holder's tax basis in a Note will generally equal its cost, plus any accrued OlD, reduced by

the amount of any payments received by the U.S. Holder with respect to a Note that are not qualified

stated interest payments as described above. A U.S. Holder will generally recognize gain or loss on the

sale, exchange or retirement of a Note equal to the difference between the amount realized and the tax

basis of the Note. That gain or loss will be a capital gain or loss and generally will be treated as from

sources within the United States. Prospective investors should consult their own tax advisors with

respect to the treatment of capital gains (which may be taxed at lower rates than ordinary income for

taxpayers that are individuals, trusts or estates and that held a Senior Debt Note for more than one year)

and capital losses (the deductibility of which is subject to limitations).

If any Class of Notes were considered "contingent payment debt instruments" ("CPDis") within

the meaning of Treasury Regulation section 1.1275-4, then, among other consequences, gain on the sale

of such Notes that might otherwise be capital gain would be ordinary income. Although the Issuer does

not intend to treat the Notes as CPDIs, prospective investors should consult their own tax advisors

regarding the possible characterization of the Notes as CPDIs.

Alternative Characterization of the Notes

Notwithstanding tax counsel's opinion, U.S. Holders should recognize that there is some

uncertainty regarding the appropriate classification of instruments such as the Notes. It is possible, for

example, that the IRS may contend that a Class of the Notes should be treated as equity interests (or as

part-debt, part-equity) in the Issuer. Such a recharacterization might result in materially adverse tax

consequences to U.S. Holders.

If U.S. Holders of a Class of Notes were treated as owning equity interests in the Issuer, interest

payments would be treated as dividends (to the extent of current and accumulated earnings). Further,

while not certain, interest on the Notes might accrue (as dividends) prior to payment in a manner akin to

the accrual of OID. No dividends received deduction would apply to any of those dividends.

Further, the Issuer is a passive foreign investment company, or PFIC. If U.S. Holders were

treated as owning equity interests in the Issuer, U.S. Holders generally will be considered United States

shareholders in a PFIC. Under the rules relating to PFICs, a United States shareholder of a PFIC that

receives an "excess distribution" must allocate the excess distribution ratably to each day in the

taxpayer's holding period for such equity, and must pay a deemed deferred tax amount with respect to

each prior year in the taxpayer's holding period. The total excess distribution for any taxable year is the

excess of (a) the total distributions for the year over (b) 125 percent of the average amount received in

respect of such stock by the taxpayer during the three preceding years (or, if shorter, the U.S. Holder's

holding period for such equity). In addition, any gain on the disposition of such equity in a PFIC would be

treated as though it were an excess distribution. The deferred tax amount is equal to the sum of (a) the

aggregate increases in taxes (computed at the maximum marginal rate) for each year in the taxpayer's

holding period before the current year that would result from allocating the excess distributions back over

the taxpayer's holding period ratably and (b) interest on those increases.

In order to avoid the application of the PFIC rules, each U.S. Holder should consider making (and

consult with its tax advisors regarding the effectiveness and usefulness of making) a qualified electing

fund election (the "QEF election") provided in Section 1295 of the Code on a "protective" basis (although
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such protective election may not be respected by the IRS because current regulations do not specifically
authorize that particular election). In general, a QEF election should be made on or before the due date
for filing a U.S. Holder's federal income tax retum for the first taxable year for which it held a Note. In lieu
of the PFIC rules discussed above, a U.S. Holder that makes a valid QEF election with respect to a Note
that is recharacterized as an equity interest in the Issuer will, in very general terms, be required to include
its pro rata share of the Issuer's ordinary income and net capital gains (unreduced by any prior year
losses) in income as ordinary income and long-term capital gain, respectively, for each taxable year and

pay tax thereon (even if the amount of that income is not the same as the interest payment, if any, made
or OID, if any accruing, on the Note during that period). In general, however, payments of interest on the

Note that reflect income on which the U.S. Holder has already paid taxes under the QEF election, will not
be further taxable to the U.S. Holder. While there can be no assurance that the IRS would respect the

following allocation, the Issuer intends to allocate such ordinary income and net capital gains in a manner

designed to cause any Class of Notes that is recharacterized as equity in the Issuer to have

approximately the same amount of income as would have accrued on that Class had it been respected as
debt.

In the event that any Class of Notes is recharacterized as voting equity in the Issuer and certain

other conditions are met, the Issuer may be classified as a controlled foreign corporation (a "CFC") with

respect to U.S. Holders that own at least 10% of the Issuer's voting equity. In such event, Noteholders
would, in general, be taxed in a similar manner as if they had made the QEF election described above
(although some income that would otherwise be capital, may be ordinary).

Information Reporting Requirements

Under United States federal income tax law and regulations, certain categories of U.S. Holders

must file information returns with respect to their investment in, or involvement in, a foreign corporation.

These reporting requirements apply to both taxable and tax-exempt U.S. Holders. Penalties for failure to

file certain of these information returns are severe. Purchasers of the Notes should consult with their own

tax advisors regarding the necessity of filing information returns.

If requested by the Issuer, each holder will be required to provide the Issuer with the name and

status of each beneficial owner of a Note that is a U.S. Holder.

Non-U.S. Holders

Assuming that (i) the Notes are treated as debt of a non-United States corporation or (ii) if the

Notes are treated as equity in a non-United States corporation, that such corporation is not engaged in a

U.S. trade or business, a Non-U.S. Holder of a Note that has no connection with the United States and is

not related, directly or indirectly, with the Issuer or the holders of the Issuer's equity or the Preferred

Shares, will not be subject to U.S. withholding tax on interest payments. Non-U.S. Holders may be

required to make certain tax representations regarding the identity of the beneficial owner of the Notes in

order to receive payments free of withholding.

Backup Withholding and Information Reporting

Backup withholding and information reporting requirements may apply to certain payments on the

Notes (including OID, if any) and proceeds of the sale, exchange, redemption or other disposition of the

Notes to U.S. Holders. The Issuer, its agent, a broker, or any paying agent, as the case may be, may be

required to withhold tax from any payment that is subject to backup withholding if the U.S. Holder fails to

furnish the U.S. Holder's taxpayer identification number (typically by providing a completed and executed

IRS Form W-9), to certify that such U.S. Holder is not subject to backup withholding, or to otherwise
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comply with the applicable requirements of the backup withholding rules. Certain U.S. Holders (including,
among others, corporations) are not subject to the backup withholding and information reporting
requirements. Non-U.S. Holders may be required to comply with applicable certification procedures to
establish that they are not U.S. Holders in order to avoid the application of such information reporting
requirements and backup withholding. Backup withholding is not an additional tax. Any amounts withheld
under the backup withholding rules from a payment to a holder generally may be claimed as a credit
against such holder's U.S. federal income tax liability, provided that the required information is timely
furnished to the IRS. Prospective investors in the Notes should consult their own tax advisers as to their
qualification for exemption from backup withholding and the procedure for obtaining an exemption.

IRS Disclosure Reporting Requirements

Recently promulgated U.S. Treasury Regulations (the "Disclosure Regulations") meant to
require the reporting of certain tax shelter transactions ("Reportable Transactions") could be interpreted
to cover transactions generally not regarded as tax shelters. Under the Disclosure Regulations it may be
possible that certain transactions with respect to the Notes may be characterized as Reportable
Transactions requiring a holder to disclose such transaction, such as a sale, exchange, retirement or
other taxable disposition of a Note that results in a loss that exceeds certain thresholds and other
specified conditions are met. Prospective investors in the Notes should consult with their own tax advisers
to determine the tax retum obligations, if any, with respect to an investment in the Notes, including any
requirement to file IRS Form 8886 (Reportable Transaction Statement).

THE U.S. FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE IS INCLUDED FOR

GENERAL INFORMATION ONLY AND MAY NOT BE APPLICABLE DEPENDING UPON A

NOTEHOLDER'S PARTICULAR SITUATION. PROSPECTIVE INVESTORS IN THE NOTES SHOULD

CONSULT THEIR OWN TAX ADVISORS WITH RESPECT TO THE TAX CONSEQUENCES TO THEM

OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE NOTES, INCLUDING THE TAX

CONSEQUENCES UNDER STATE, LOCAL, NON-U.S. AND OTHER TAX LAWS AND THE POSSIBLE

EFFECTS OF CHANGES IN U.S. FEDERAL OR OTHER TAX LAWS.

Cayman Islands Tax Considerations

The following discussion of certain Cayman Islands income tax consequences of an investment in
the Notes is based on the advice of Maples & Calder as to Cayman Islands law. The discussion is a
general summary of present law, which is subject to prospective and retroactive change. It assumes that

the Issuer will conduct its affairs in accordance with assumptions made by, and representations made to,
counsel. It is not intended as tax advice, does not consider any investor's particular circumstances, and
does not consider tax consequences other than those arising under Cayman Islands law.

Under existing Cayman Islands laws:

(a) payments of principal and interest in respect of the Notes will not be subject to taxation in
the Cayman Islands and no withholding will be required on such payments to any Holder
of a Note and gains derived from the sale of Notes will not be subject to Cayman Islands
income or corporation tax. The Cayman Islands currently have no income, corporation or
capital gains tax and no estate duty, inheritance tax or gift tax; and

(b) the Holder of any Note (or the legal personal representative of such Holder) whose Note
is brought into the Cayman Islands may in certain circumstances be liable to pay stamp
duty imposed under the laws of the Cayman Islands in respect of such Note.
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The Issuer has been incorporated under the laws of the Cayman Islands as an exempted

company with limited liability and, as such, has applied for and obtained an undertaking from the

Governor In Cabinet of the Cayman Islands substantially in the following form:

"The Tax Concessions Law
(1999 Revision)

Undertaking as to Tax Concessions

In accordance with Section 6 of the Tax Concessions Law (1999 Revision) the Governor in

Cabinet undertakes with Gemstone CDO VII Ltd. (the "Company"):

(a) that no law which is hereafter enacted in the Islands imposing any tax to.be levied on

profits, income, gains or appreciations shall apply to the Company or its operations; and

(b) in addition, that no tax to be levied on profits, income, gains or appreciations or which is

in the nature of estate duty or inheritance tax shall be payable:

(i) on or in respect of the shares, debentures or other obligations of the Company;
or

(ii) by way of the withholding in whole or in part of any relevant payment as defined
in Section 6(3) of the Tax Concessions Law (1999 Revision).

These concessions shall be for a period of twenty years from the [] day of ], 2007.

Governor in Cabinet"
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ERISA CONSIDERATIONS

The U.S. Employee Retirement Income Security Act of 1974, as amended ("ERISA"), imposes
certain duties on persons who are fiduciaries of employee benefit plans (as defined in Section 3(3) of
ERISA) subject to Title I of ERISA ("ERISA Plans") and of entities whose underlying assets include
assets of ERISA Plans by reason of an ERISA Plan's investment in such entities. These duties include
investment prudence and diversification and the requirement that an ERISA Plan's investments be made
in accordance with the documents governing the ERISA Plan. The prudence of a particular investment
must be determined by the responsible fiduciary of an ERISA Plan by taking into account the ERISA
Plan's particular circumstances and liquidity needs and all of the facts and circumstances of the
investment, including the availability of a public market for the investment. In addition, certain U.S.
federal, state and local laws impose similar duties on fiduciaries of governmental and/or church plans
which are not subject to ERISA.

Any fiduciary of an ERISA Plan, of an entity whose underlying assets include assets of ERISA
Plans by reason of an ERISA Plan's investment in such entity, or of a governmental or church plan which
is subject to fiduciary standards similar to those of ERISA ("Plan Fiduciary"), who proposes to cause
such a plan or entity to purchase Notes should determine whether, under the general fiduciary standards
of ERISA or other applicable law, an Investment in the Notes is appropriate for such plan or entity. In
determining whether a particular investment is appropriate for an ERISA Plan, U.S. Department of Labor
regulations provide that the fiduciaries of an ERISA Plan must give appropriate consideration to, among
other things, the role that the investment plays in the ERISA Plan's portfolio, taking into consideration
whether the investment is designed reasonably to further the ERISA Plan's purposes, an examination of
the risk and return factors, the portfolio's composition with regard to diversification, the liquidity and
current return of the total portfolio relative to the anticipated cash flow needs of the ERISA Plan and the
projected retum of the total portfolio relative to the ERISA Plan's funding objectives. Before investing the
assets of an ER!SA Plan in Notes, a Plan Fiduciary should determine whether such an investment is
consistent with the foregoing regulations and its fiduciary responsibilities, including any specific
restrictions to which such fiduciary may be subject.

Section 406(a) of ERISA and/or Section 4975 of the U.S. Internal Revenue Code of 1986, as
amended (the "Code"), prohibit certain transactions involving the assets of ERISA Plans or plans
described in Section 4975(e)(1) and subject to Section 4975 of the Code (together with ERISA Plans,
"Plans") and certain persons (referred to as "parties in Interest" in.ERISA and as "disqualified persons"
in Section 4975 of the Code) (collectively, "Parties in Interest") having certain relationships to such Plans
and entities. A Party in Interest who engages in a non-exempt prohibited transaction may be subject to
non-deductible excise taxes and other penalties and liabilities under ERISA and/or the Code.

Each of the Issuer, the Co-Issuer, the initial Purchaser and the Collateral Manager, as a result of
their own activities or because of the activities of an Affiliate, may be considered a Party in Interest with
respect to Plans. Accordingly, prohibited transactions (within the meaning of Section 406 of ERISA and
Section 4975 of the Code) may arise if Notes are acquired by a Plan with respect to which any of the
Issuer, the Co-Issuer, the Initial Purchaser, the Collateral Manager, the obligors on the Underlying Assets
or any of their respective Affiliates is a Party in Interest. In addition, if a Party in Interest with respect to a
Plan owns or acquires a beneficial interest in the Issuer or the Co-Issuer, the acquisition or holding of
Notes by or on behalf of the Plan could be considered to constitute an indirect prohibited transaction.
Moreover, the acquisition or holding of Notes or other indebtedness issued by the Issuer or the Co-Issuer
by or on behalf of a Party in Interest with respect to a Plan which owns or acquires a beneficial interest in
the Issuer or the Co-Issuer, as the case may be, also could give rise to an indirect prohibited transaction.
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Certain exemptions from the prohibited transaction rules could be applicable, however, depending in part

upon the type of Plan Fiduciary making the decision to acquire a Note and the circumstances under which

such decision is made. Included among these exemptions are U.S. Department of Labor ("DOL") PTE 96-

23, regarding investments by certain "in-house asset managers"; PTE 95-60, regarding investments by

insurance company general accounts; PTE 90-1, regarding investments by insurance company pooled

separate accounts; PTE 91-38, regarding investments by bank collective investment funds; and PTE 84-

14, regarding transactions effected by "qualified professional asset managers." Even if the conditions

specified in one or more of these exemptions are met, the scope of the relief provided by these

exemptions might or might not cover all acts which might be construed as prohibited transactions. If a

purchase of Notes were to constitute or result in a non-exempt prohibited transaction, the purchase might

have to be rescinded.

In addition, recently enacted legislation (the "Pension Protection Act of 2006") provides a

statutory exemption for prohibited transactions between a plan and a Person that is a party in interest

(other than a fiduciary or an affiliate that, directly or indirectly, has or exercises discretionary authority or

control or renders investment advice with respect to the assets involved in the transaction) solely by

reason of providing services to the plan, provided that there is adequate consideration for the transaction.

Prospective investors should consult with their advisors regarding the application of this statutory

exemption. Govemmental plans and certain church plans,.while not subject to the fiduciary responsibility

provisions of ERISA or the provisions of Section 4975 of the Code, may nevertheless be subject to local,

state or other Federal laws that are similar to the foregoing provisions of ERISA and the Code.

The DOL, the government agency primarily responsible for administering the ERISA fiduciary

rules and the prohibited transaction rules under ERISA and Section 4975 of the Code, has issued a

regulation (the "Plan Asset Regulation") which, under specified circumstances, requires Plan fiduciaries,

and entities with certain specified relationships to a Plan, to "look through" investment vehicles (such as

the Issuer) and treat as an "asset" of the Plan each underlying investment made by such investment

vehicle. The Plan Asset Regulation provides, however, that if equity participation in any entity by "Benefit

Plan Investors" is not significant, then the "look-through" rule will not apply to such entity. The term

"Benefit Plan Investors" is defined in the Plan Asset Regulation, as modified by Section 3(42) of ERISA,

to Include (i) any employee benefit plan (as defined in Section 3(3) of ERISA) that is subject to Title I of

ERISA, (ii) any plan described in Section 4975(e)(1) of the Code that is subject to Section 4975 of the

Code, and (iii) any entity whose underlying assets include "plan assets" by reason of any such employee

benefit plan's or plan's investment in the entity. Equity participation by Benefit Plan investors in an entity

is significant if, immediately after the most recent acquisition of any equity interest in the entity, 25% or

more of the value of any class of equity interests in the entity (excluding the value of any interests held by

certain persons, other than Benefit Plan Investors, exercising control over the assets of the entity or

providing investment advice to the entity for a fee (such as the Collateral Manager) or any Affiliates of

such persons (any such person, a "Controlling Person")) is held by Benefit Plan Investors (the "25%

Threshold").

There is little pertinent authority in this area and securities may change character from debt to

equity over time due to changing circumstances. Fiduciaries of Plans considering the purchase of Notes

should consult their counsel in this regard. However, it is not anticipated that the Class A Notes, the

Class B Notes or the Class C Notes will constitute "equity interests" in the Issuers. Based primarily on the

unconditional obligation of the issuers to pay interest and to repay principal by a fixed maturity date and

the creditors' remedies available to holders of the Class D Notes and the Class E Notes, it is anticipated

that the Class D Notes and the Class E Notes will not constitute "equity interests" in the Issuers, despite

their subordinated position in the capital structure of the Issuers. No measures will be taken to restrict

investment in the Class D Notes or the Class E Notes by Benefit Plan Investors.

178

PSI-M&TBank-02-0199

Footnote Exhibits  - Page 1896



The sale of any Note to a Plan is in no respect a representation by the Issuer, the Initial

Purchaser, the Collateral Manager or any of their Affiliates that such an investment meets all relevant

legal requirements with respect to investments by Plans generally or any particular Plan, or that such an

investment is appropriate for a Plan generally or any particular Plan.

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND

WARRANT) THAT EITHER (A) IT IS NOT A PLAN, OR A GOVERNMENTAL OR CHURCH PLAN

WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE

PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975 OF THE

CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH PLAN

PURSUANT TO 29 C.F.R. SECTION 2510.3-101 AS MODIFIED BY SECTION 3(42) OF ERISA, OR

OTHERWISE, OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL NOT RESULT IN A

NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF ERISA OR SECTION 4975 OF

THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR CHURCH PLAN, A NON-EXEMPT

VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL, STATE OR LOCAL LAW).

It should be noted that an insurance company's general account may be deemed to include

assets of ERISA Plans under certain circumstances, e.g., where an ERISA Plan purchases an annuity

contract issued by such an insurance company, based on the reasoning of the U.S. Supreme Court in

John Hancock Mutual Life Ins. Co. v. Harris Trust and Savings Bank, 510 U.S. 86 (1993). An insurance

company considering the purchase of Notes with assets of its general account as a wholly owned

subsidiary thereof should consider such purchase and the insurance company's ability to make the

representations described above in light of John Hancock, Section 401(c) of ERISA and 29 C.F.R.

§2550.401c 1.

The discussion of ERISA and Section 4975 of the Code contained in this Offering Circular, is, of

necessity, general, and does not purport to be complete. Moreover, the provisions of ERISA and Section

4975 of the Code are subject to extensive and continuing administrative and judicial interpretation and

review. Therefore, the matters discussed above may be affected by future regulations, rulings and court

decisions, some of which may have retroactive application and effect.

Tax penalty avoidance

The summary of ERISA considerations contained herein was written to support the promotion

and marketing of the Notes, and was not intended or written to be used, and cannot be used, by a

taxpayer for the purpose of avoiding any U.S. federal tax penalties that may be imposed. Each taxpayer

should seek advice based on the taxpayers particular circumstances from an independent tax advisor.
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PLAN OF DISTRIBUTION

The Issuers and the Initial Purchaser will enter into a Note Purchase Agreement (the "Note

Purchase Agreement") relating to the offering and sale of the Notes. In the Note Purchase Agreement,

the Issuers have agreed to sell to the Initial Purchaser, and the Initial Purchaser will agree to purchase,

the entire principal amount of the Notes. The Notes purchased by the Initial Purchaser, if any, will be

privately placed with eligible investors by the Initial Purchaser. The obligations of the Initial Purchaser

under the Note Purchase Agreement are subject to the satisfaction of certain conditions in the Note

Purchase Agreement. The Issuer will pay all fees and expenses in connection with this offering as set

forth in the Note Purchase Agreement. Pursuant to the Note Purchase Agreement, the Issuers will agree

to indemnify the Initial Purchaser against certain liabilities, including liabilities under the Securities Act, or

to contribute to payments it may be required to make in respect thereof.

The Issuers have been advised by the Initial Purchaser that the Initial Purchaser proposes to sell

the Notes (i) to Qualified Purchasers who are also (a) Qualified Institutional Buyers pursuant to Rule 144A

or (b) Institutional Accredited Investors pursuant to Section 4(2), and (ii) to certain persons in offshore

transactions in reliance on Regulation S under the Securities Act. Buyers of the Notes may be required to

make certain representations with respect to their ability to Invest in the Notes.

The Notes are offered subject to prior sale, to withdrawal, cancellation or modification of the offer

without notice, to the right of the Initial Purchaser to reject any order in whole or in part for any reason and

to certain other conditions.

UnIted States

The Notes have not been and will not be registered under the Securities Act and may not be

offered or sold within the United States or to, or for the account or benefit of, U.S. Persons except in

accordance with Regulation S or pursuant to the exemptions from the registration requirements under the

Securities Act provided by Rule 144A.

(1) In the Note Purchase Agreement, the Initial Purchaser will represent and agree that it has

offered or sold Notes and will offer or sell Notes (a) as part of its distribution at any time

and (b) otherwise until 40 days after the completion of the distribution of the Notes, only
in accordance with Rule 903 of Regulation S or Rule 144A or any other available

exemption from the Registration requirements of the Securities Act. Accordingly, the

Initial Purchaser will represent and agree that neither it, its affiliates (if any) nor any

persons acting on their behalf have engaged or will engage in any directed selling efforts

(within the meaning of Regulation S) with respect to the Notes, and they have complied

and will comply with the offering restrictions requirements of Regulation S.

(2) In the Note Purchase Agreement the Initial Purchaser will agree that (i) it will not solicit

offers for, or offer or sell, any of the Notes by any form of general solicitation or general

advertising (as those terms are used in Regulation D under the Securities Act) or in any

manner involving a public offering within the meaning of Section 4(2) of the Securities

Act, (ii) it will solicit offers for the Notes only from, and will offer the Notes only to, persons

that (A) it reasonably believes to be, in the case of offers inside the United States or to

U.S. Persons, Qualified Institutional Buyers or Institutional Accredited Investors, who are

also Qualified Purchasers or (B) in the case of offers outside the United States, are non-

U.S. Persons; and (iii) with respect to offers and sales of the Notes outside the United

States that it will not offer, sell or deliver any of the Notes in any jurisdiction outside the
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United States except under circumstances that will result in compliance with the
applicable laws thereof.

United Kingdom

Pursuant to the Purchase Agreement, the Initial Purchaser will represent and agree that:

(1) it is a person whose ordinary activities involve it in acquiring, holding, managing or
disposing of investments (as principal or agent) for the purposes of its business and (ii) it
has not offered or sold and will not offer or sell any Notes other than to persons whose
ordinary activities involve them in acquiring, holding, managing or disposing of
investments (as principal or as agent) for the purposes of their businesses or who it is
reasonable to expect will acquire, hold, manage or Dispose of investments (as principal
or agent) for the purposes of their businesses where the issue of the Notes would
otherwise constitute a contravention of Section 19 of the FSMA by the Issuer;

(2) it has only communicated or caused to be communicated and will only communicate or
cause to be communicated an invitation or inducement to engage in investment activity
(within the meaning of Section 21 of the Financial Services and Markets Act 2000
("FSMA")) received by it in connection with the issue or sale of any Notes in
circumstances in which Section 21(1) of the FSMA does not apply to the Issuer; and

(3) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to any Notes in, from or otherwise involving the United
Kingdom.

Cayman Islands

The Initial Purchaser has represented and agreed that it has not made and will not make any
invitation to any member of the public in the Cayman Islands to subscribe for any of the Notes (or the

Preference Shares).

General

The Issuers and the Collateral Manager extend to each prospective Investor the opportunity to
ask questions of, and receive answers from, the Issuers and the Collateral Manager conceming the Notes

and the terms and conditions of this Offering and to obtain any additional information it may consider
necessary in making an informed investment decision and any information necessary in order to verify the

accuracy of the information set forth herein, to the extent the Issuers, or the Collateral Manager
possesses the same. Requests for such additional information can be directed to Gemstone CDO VII

Ltd., clo Maples Finance Limited, P.O. Box 1093GT, Queensgate House, South Church Street, George
Town, Grand Cayman, Cayman Islands; Gemstone CDO VII Corp., clo Puglisi & Associates, 850 Library
Avenue Suite 204, Newark, Delaware 19711; and HBK Investments L.P., 300 Crescent Court Suite 700,
Dallas, Texas 75201, Attention: Fixed Income Division:

No action has been or will be taken in any jurisdiction that would permit a public offering of the

Notes or possession, circulation or distribution of this Offering Circular or any other offering material
relating to the Issuer of the Notes in any country or jurisdiction where action for that purpose is required.

Accordingly, the Notes may not be offered or sold, directly or indirectly, and neither this Offering Circular

nor any other offering material or advertisements in connection with the Notes may be distributed or

published, in or from any country or jurisdiction, except under circumstances that will result in compliance
with any applicable rules and regulations of any such country or jurisdiction. Purchasers of the Notes
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may be required to pay stamp taxes and other charges in accordance with the laws and practices of the
country of purchase in addition to the purchase price.

The Notes are newly issued securities for which there currently is no market. The Initial
Purchaser has advised the Issuer that the Initial Purchaser presently does not intend to make a market in
the Notes.

Certain of the Underlying Assets may have been originally underwritten, originated or placed by
the Initial Purchaser or its affiliates. In addition, the Initial Purchaser and its affiliates may have in the past

and may in the future perform investment banking services, commercial banking services or other
services for issuers of the Underlying Assets.
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TRANSFER RESTRICTIONS

Because of the following restrictions, purchasers are advised to consult legal counsel prior to
making any offer, resale, pledge or transfer of Notes.

Investor Representations on Original Purchase. Each Original Purchaser of Notes from the Initial
Purchaser will be deemed to acknowledge, represent to and agree with the Issuers and the Initial
Purchaser as follows:

(1) No Governmental Approval. The purchaser understands that the Notes have not been
approved or disapproved by the SEC or any other govemmental authority or agency of
any jurisdiction, nor has the SEC or any other governmental authority or agency passed
upon the accuracy or adequacy of this Offering Circular. Any representation to the
contrary is a criminal offense.

(2) Certification Upon Transfer. If required by the Indenture, the purchaser will, prior to any
sale, pledge or other transfer by it of any Note (or any interest therein), obtain from the
transferee and deliver to the Issuers, the Trustee and the Note Registrar a duly executed
transfer certificate addressed to each of the Issuers, the Trustee and the Note Registrar
in the form of the relevant exhibit attached to the Indenture and such other certificates
and other information as the Issuers, the Trustee or the Note Registrar may reasonably
require to confirm that the proposed transfer substantially complies with the transfer
restrictions set forth in the Indenture and described herein.

(3) Minimum Denominations; Form of Notes. The purchaser agrees that no Note (or any
interest therein) may be sold, pledged or otherwise transferred in a denomination of less
than the applicable required minimum denomination set forth in the Indenture and
d escribed herein.

(4) Securities Law Limitations on Resale. The purchaser understands that the Notes have
not been registered under the Securities Act and, therefore, cannot be offered or sold in
the United States or to U.S. Persons (as defined in Rule 902(k) under the Securities Act)
unless they aire registered under the Securities Act or unless an exemption from
registration is available. Accordingly, the certificates representing the Notes will bear a

legend stating that such Notes have not been registered under the Securities Act and
setting forth certain of the restrictions on transfer of the Notes described herein. The
purchaser understands that the Issuers have no obligation to register any of the Notes
under the Securities Act or to comply with the requirements for any exemption from the
registration requirements of the Securities Act (other than to supply information specified
in Rule 144A(d)(4) of the Securities Act as required by the Indenture).

(5) Qualified Institutional Buyer, Institutional Accredited Investor or Non-U.S. Person Status;
Investment Intent. In the case of a purchaser who takes delivery of Notes in the form of a
Restricted Note, (a) it is a Qualified Institutional Buyer or, in respect of certain Original
Purchasers, an Institutional Accredited Investor, and (b) is acquiring the Notes for its own
account for investment purposes and not with a view to the distribution thereof (except in
accordance with Rule 144A). In the case of a purchaser who takes delivery of Notes in
the form of a Regulation S Note, (a) it is not a U.S. Person (as defined in Rule 902(k)
under the Securities Act), (b) it is purchasing such Notes for its own account and not for
the account or benefit of a U.S. Person and (c) it understands that prior to the end of the
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Distribution Compliance Period, interests in a Regulation S Note may be held only
through Euroclear or Clearstream.

(6) Purchaser Sophistication; Non-Reliance; Suitability; Access to Information. The

purchaser (a) has such knowledge and experience in financial and business matters that

the purchaser is capable of evaluating the merits and risks (including for tax, legal,

regulatory, accounting and other financial purposes) of its prospective investment in the

Notes, (b) is financially able to bear such risk, (c) in making such investment is not relying

on the advice or recommendations of the Initial Purchaser, the Issuer, the Co-Issuer, the

Collateral Manager or any of their respective affiliates (or any representative of any of the

foregoing) and (d) has determined that an investment in the Notes is suitable and

appropriate for it. The purchaser has received, and has had an adequate opportunity to

review the contents of, this Offering Circular. The purchaser has had access to such

financial and other information concerning the Issuers and the Notes as it has deemed

necessary to make its own independent decision to purchase Notes, including. the

opportunity, at a reasonable time prior to its purchase of Notes, to ask questions and

receive answers concerning the Issuers and the terms and conditions of the offering of

the Notes.

(7) Certain Resale Limitations; Rule 144A. No Note (or any interest therein) may be offered,
sold, pledged or otherwise transferred to (a) a transferee acquiring a Restricted Note

except (i) to a transferee whom the seller reasonably believes is a Qualified Institutional
Buyer, purchasing for its own account, to whom notice is given that the resale, pledge or

other transfer is being made in reliance on the exemption from the registration

requirements of the Securities Act provided by Rule 144A, (ii) to a transferee that is a

Qualified Purchaser, (iii) to a transferee that is not a Flow-Through Investment Vehicle

(other than a Qualifying Investment Vehicle), (iv) if such transfer is made in compliance

with the certification (if any) and other requirements set forth in the Indenture and (v) if

such transfer is made in accordance with any applicable securities laws of any state of

the United States and any other relevant jurisdiction or (b) a transferee acquiring an

interest in a Regulation S Note except (i) to a transferee that is a non-U.S. Person

acquiring such interest in an offshore transaction (within the meaning of Regulation S) in

accordance with Rule 904 of Regulation S, (ii) if such transfer is made in compliance with

the certification (if any) and other requirements set forth in the Indenture and (iii) if such

transfer is made in accordance with any applicable securities laws of any state of the

United States and any other relevant jurisdiction.

(8) Limited Liquidity. The purchaser understands that there is no market for Notes and that

no assurance can be given as to the liquidity of any trading market for Notes and that it is

unlikely that a trading market for any of the Notes will develop. The purchaser further

understands that, although the Initial Purchaser may from time to time make a market in

Notes, the Initial Purchaser is under no obligation to do so and, following the

commencement of any market-making, it may discontinue the same at any time.

Accordingly, the purchaser must be prepared to hold Notes for an indefinite period of time

or until their maturity. The purchaser further understands that the Notes are limited-
recourse obligations of the Issuers, payable solely from the Collateral in accordance with

the Priority of Payments.

(9) Investment Company Act. The purchaser either (a) is not a U.S. resident (within the

meaning of the Investment Company Act) or (b) is a Qualified Purchaser. The purchaser

184

PSI-M&TBank-02-0205

Footnote Exhibits  - Page 1902



agrees that no sale, pledge or other transfer-of a Note (or any interest therein) may be
made (m) unless such transfer is made to a transferee who, if a U.S. resident (within the

meaning of the Investment Company Act), is a Qualified Purchaser or (n) if such transfer
would have the effect of requiring either of the Issuers to register as an investment

company under the Investment Company Act. If the purchaser is a U.S. resident that is

an entity that would be an investment company but for the exception provided for in

Section 3(c)(1) or Section 3(c)(7) of the Investment Company Act (any such entity, an

"excepted Investment company"): (x) all of the beneficial owners of outstanding
securities (other than short-term paper) of such entity (such beneficial owners determined

in accordance with Section 3(c)(1)(A) of the Investment Company Act) that acquired such
securities on or before April 30, 1996 ("pre-amendment beneficial owners"); and (y) all

pre-amendment beneficial owners of the outstanding securities (other than short-term
paper) of any excepted investment company that, directly or indirectly, owns any

outstanding securities of such entity, have consented to such entity's treatment as a

Qualified Purchaser in accordance with the Investment Company Act.

Each purchaser of a Restricted Note or an interest therein will be deemed to represent at

the time of purchase that the purchaser is (a) a Qualified Institutional Buyer (or, in respect

of certain Original Purchasers, an Institutional Accredited Investor) and (b) a Qualified

Purchaser.

(10) Certifications Related to Tax Withholding. The Purchaser understands that the Issuer
may require certification acceptable to it (a) to permit the Issuer to make payments to it

without, or at a reduced rate of, withholding or (b) to enable the Issuer to qualify for a

reduced rate of withholding in any jurisdiction from or through which the Issuer receives

payments on its assets. The Purchaser agrees to provide any such certification that is

requested by the Issuer.

(11) Tax Treatment. The Purchaser agrees by its acquisition of the Note or Notes that for

purposes of U.S. federal income, state and local income and franchise tax and any other

income taxes, it will treat the Notes as indebtedness of Issuer acknowledges that the

Issuer will be treated as a corporation and that the Preference Shares will be treated as

equity in the Issuer, and agrees to take no action inconsistent with such treatment, unless

required by law.

(12) ERISA. In the case of each purchaser of a Note either that (i) it is not, and is not acting

on behalf of, an employee benefit plan within the meaning of Section 3(3) of ERISA that

is subject to Title I of ERISA, a plan within the meaning of Section 4975(e)(1) of the Code

that is subject to Section 4975 of the Code, a governmental or church plan which is

subject to any Federal, state or local law that is similar to the prohibited transaction

provisions of Section 406 of ERISA or Section 4975 of the Code or an entity which is
deemed to hold the assets of any such plan pursuant to 29 C.F.R. §2510.3-101, as

modified by Section 3(42) of ERISA, or otherwise or (ii) its purchase and ownership of the

Notes will not result in a non-exempt prohibited transaction under Section 406 of ERISA
or Section 4975 of the Code (or, in the case of a governmental or church plan, a non-

exempt violation of any similar U.S. Federal, state or local law).

(13) Limitations on Flow-Through Status. In the case of a purchaser that is a U.S. resident
(within the meaning of the Investment Company Act), the purchaser represents that,

unless the purchaser is a Qualifying Investment Vehicle, (a) if the purchaser would be an

investment company but for the exception in Section 3(c)(1) or Section 3(c)(7) of the
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Investment Company Act, the amount of the purchaser's investment in the Notes and
Preference Shares does not exceed [40]% of the total assets (determined on a
consolidated basis with its subsidiaries) of the purchaser (b) no person owning any
equity or similar interest in the purchaser has the ability to control any investment
decision of the purchaser or to determine, on an investment-by-investment basis, the
amount of such person's contribution to any investment made by the purchaser, (c) the
purchaser was not organized or reorganized for the specific purpose of acquiring Notes
or Preference Shares; and (d) no additional capital or similar contributions were
specifically solicited from any person owning an equity or similar interest in the purchaser
for the purpose of enabling the purchaser to purchase Notes or Preference Shares (any
such transferee in (a), (b), (c) or (d) above being herein referred to as a "Flow-Through
Investment Vehicle"). For this purpose, a "Qualifying Investment Vehicle" is an entity
as to which all of the beneficial owners of any securities issued by such entity have
made, and as to which (in accordance with the document pursuant to which such entity
was organized or the agreement or other document governing such securities) each such
beneficial owner must require any transferee of any such security to make, to the Issuer
or the Issuers, as the case may be, and the Trustee and the Note Registrar (in the case
of the Notes) or the Preference Shares Transfer Agent (in the case of the Preference
Shares) each of the representations set forth herein and in the Indenture and the
Preference Share Paying Agency Agreement required to be made upon transfer of any of
the relevant Class of Notes or Preference Shares (with modifications to such
representations satisfactory to the Issuer, the Co-Issuer, the Trustee, the Note Registrar
and the Preference Share Transfer Agent (as applicable) to reflect the indirect nature of
the interests of such beneficial owners in such Notes or Preference Shares. If the

purchaser is a Flow-Through Investment Vehicle, the purchaser represents and warrants
that either (x) none of the beneficial owners of its securities are U.S. residents (within the
meaning of the Investment Company Act) or (y) some or all of the beneficial owners of Its
securities are U.S. residents (within the meaning of the Investment Company Act) and
each such beneficial owner has certified to the purchaser that it is a Qualified Purchaser.
If the purchaser is a Flow-Through Investment Vehicle, the purchaser also represents
and warrants that it has only one class of securities outstanding (other than any nominal
share capital the distributions in respect of which are not correlated to or dependent upon
distributions on, or the performance of, the Notes or Preference Shares).

(14) Certain Transfers Void. In the case of a purchaser who takes delivery of Notes in the
form of a Restricted Note, the purchaser agrees that (a) any sale, pledge or other transfer
of a Note (or any interest therein) made in violation of the transfer restrictions contained
in Indenture and described herein, or made based upon any false or inaccurate
representation made by the purchaser or a transferee to the Issuer, the Co-Issuer, the
Trustee or the Note Registrar will be void and of no force or effect and (b) none of the
Issuer, the Co-Issuer, the Trustee and the Note Registrar has any obligation to recognize
any sale, pledge or other transfer of a Note (or any interest therein) made in violation of
any such transfer restriction or made based upon any such false or inaccurate
representation.

The Indenture provides that if, notwithstanding the restrictions on transfer contained
therein, either of the Issuers determines that any beneficial owner of a Restricted Note (or
any interest therein) (a) is a U.S. Person and (b) is not both a Qualified Institutional Buyer
(or, in respect of certain Original Purchasers, an Institutional Accredited Investor) and a
Qualified Purchaser, then either of the Issuers may require, by notice to such beneficial
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owner, that such beneficial owner sell all of its right, title and interest to such Restricted
Note (or interest therein) to a person that is (i) a non-U.S. Person in a transfer for an
interest in a Regulation S Note, or (ii) both a Qualified Institutional Buyer and a Qualified
Purchaser, with such sale to be effected within 30 days after notice of such sale
requirement is given. If such beneficial owner fails to effect the transfer required within
such 30-day period, (y) upon direction from the Collateral Manager or the Issuer, the
Trustee, on behalf of and at the expense of the Issuer, shall cause such beneficial
owner's interest in such Note to be transferred in a commercially reasonable sale
(conducted by an investment bank selected by the Trustee with the consent of the
Collateral Manager in accordance with Section 9-610(b) of the Uniform Commercial Code
as in effect in the State of New York as applied to securities that are sold on a recognized
market or that may decline speedily in value) to a person to whom such Note (or interest
therein) may be transferred in accordance with the transfer restrictions set forth in the
Indenture and (z) pending such transfer, no further payments will be made in respect of
such Note held by such beneficial owner.

(15) Reliance on Representations, etc. The purchaser acknowledges that the Issuers, the
Initial Purchaser and the Trustee will rely upon the truth and accuracy of the foregoing
acknowledgments, representations and agreements and agrees that, if any of the

acknowledgments, representations or warranties made or deemed to have been made by
it in connection with its purchase of Notes are no longer accurate, the purchaser will
promptly notify the Issuers, the Initial Purchaser and the Trustee.

(16) Cayman Islands. The purchaser is not a member of the public in the Cayman Islands.

(17) USA PATRIOT Act. To the extent applicable to the Issuers, the Issuers may impose
additional transfer restrictions to comply with the USA PATRIOT Act and other similar
laws or reaulations. and each beneficial owner of a Note is deemed to have agreed to

comply with such transfer restrictions. The Issuers shall notify the Trustee, the Note
Registrar and the Share Registrar of any such restrictions.

(18) Legend for Notes. The purchaser understands and agrees that a legend in substantially
the following form will be placed on each certificate representing any Regulation S Global
Note:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE "SECURITIES ACr), OR THE SECURITIES LAWS OF

ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY BE

RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHICH

TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM OF A
RESTRICTED NOTE AND WHOM THE SELLER REASONABLY BELIEVES IS A "QUALIFIED
INSTITUTIONAL BUYER" WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES

ACT ("RULE 144A"), PURCHASING FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN

THAT THE RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN RELIANCE ON
THE EXEMPTION FROM SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR
(2) TO A #4ON-U.S. PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH

RULE 904 OF REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN

COMPLIANCE WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN

THE INDENTURE REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY
APPLICABLE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES AND ANY

OTHER RELEVANT JURISDICTION.
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NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT

COMPANY ACT OF 1940, AS AMENDED (THE "INVESTMENT COMPANY ACT"). NO

TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF

THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S.

RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A

"QUALIFIED PURCHASER" AS DEFINED IN SECTION 2(a)(51)(A) OF THE INVESTMENT

COMPANY ACT AND RELATED RULES, A "KNOWLEDGEABLE EMPLOYEE" WITH RESPECT

TO EITHER OF THE ISSUERS (WITHIN THE MEANING OF RULE 3c-5 UNDER THE

INVESTMENT COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS

IS A QUALIFIED PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A

"QUALIFIED PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN

THE FORM OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT

OF REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY

UNDER THE INVESTMENT COMPANY ACT OR (C) OTHER THAN IN THE CASE OF A

TRANSFEREE WHO ACQUIRES AN INTEREST IN A REGULATION S GLOBAL NOTE AFTER

THE END OF THE DISTRIBUTION COMPLIANCE PERIOD IN AN OFFSHORE TRANSACTION

EFFECTED IN ACCORDANCE WITH RULE 904 OF REGULATION S, SUCH TRANSFER

WOULD BE MADE TO A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW-

THROUGH INVESTMENT VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE

(EACH AS DEFINED IN THE INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR

INTEREST HEREIN) IN THE FORM OF A RESTRICTED NOTE.

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE

(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS A U.S.

RESIDENT AND IS (A) A DEALER DESCRIBED IN PARAGRAPH (a)(1)(ii) OF RULE 144A

WHICH OWNS AND INVESTS ON A DISCRETIONARY BASIS LESS THAN U.S.$25,000,000 IN

SECURITIES OF ISSUERS THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B)

A PLAN REFERRED TO IN PARAGRAPH (a)(1)(i)(D) OR (a)(1)(i)(E) OF RULE 144A OR A

TRUST FUND REFERRED TO IN PARAGRAPH (a)(1)(i)(F) OF RULE 144A THAT HOLDS THE

ASSETS OF SUCH A PLAN, UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE

PLAN ARE MADE SOLELY BY THE FIDUCIARY, TRUSTEE OR SPONSOR OF SUCH PLAN.

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND

WARRANT) THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN

WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE

PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975

OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH

PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF

ERISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL

NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF

ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR

CHURCH PLAN, A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL,

STATE OR LOCAL LAW).

EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE

REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND.
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THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY NOT BE HELD AT ANY TIME BY

A U.S. PERSON WHO IS NOT A QUALIFIED PURCHASER. THIS NOTE OR ANY BENEFICIAL

INTEREST HEREIN MAY BE TRANSFERRED TO A PERSON WHO TAKES DELIVERY IN THE

FORM OF AN INTEREST IN A RESTRICTED NOTE OR (IN CERTAIN LIMITED

CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE CASE OF AN INTEREST IN A

RESTRICTED GLOBAL NOTE) IN ACCORDANCE WITH APPLICABLE PROCEDURES (AS

DEFINED IN THE INDENTURE) AND (IN THE CASE OF A DEFINITIVE NOTE) UPON

RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER CERTIFICATE BY THE

TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE FORM SPECIFIED IN THE

INDENTURE.

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER

GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN

ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500,000 OR INTEGRAL

MULTIPLES OF U.S.$1,000 IN EXCESS THEREOF.

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL

TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER

SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES

TO COMPLY WITH SUCH TRANSFER RESTRICTIONS.

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE

DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS

NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY

WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE

PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE

REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE

TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A

REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER

WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE

OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET

SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS

OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS

LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH

TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE

JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL

INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY

TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE

INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AB INITIO, AND WILL

NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING

ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY

INTERMEDIARY.

The purchaser understands and agrees that a legend in substantially the following form will be

placed on each certificate representing any Restricted Global Note:

THIS NOTE HAS NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES

ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE SECURITIES LAWS OF

ANY STATE OF THE UNITED STATES OR ANY OTHER JURISDICTION, AND MAY BE

RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (A) (1) TO A PERSON WHOM

THE SELLER REASONABLY BELIEVES IS A "QUALIFIED INSTITUTIONAL BUYER" WITHIN
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THE MEANING OF RULE 144A UNDER THE SECURITIES ACT ("RULE 144A"), PURCHASING

FOR ITS OWN ACCOUNT, TO WHOM NOTICE IS GIVEN THAT THE RESALE, PLEDGE OR

OTHER TRANSFER IS BEING MADE IN RELIANCE ON THE EXEMPTION FROM

SECURITIES ACT REGISTRATION PROVIDED BY RULE 144A OR (2) TO A NON-U.S.

PERSON IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH RULE 904 OF

REGULATION S UNDER THE SECURITIES ACT ("REGULATION S"), (B) IN COMPLIANCE

WITH THE CERTIFICATION AND OTHER REQUIREMENTS SPECIFIED IN THE INDENTURE

REFERRED TO HEREIN AND (C) IN ACCORDANCE WITH ANY APPLICABLE SECURITIES

LAWS OF ANY STATE OF THE UNITED STATES AND ANY OTHER RELEVANT

JURISDICTION.

NEITHER OF THE ISSUERS HAS BEEN REGISTERED UNDER THE INVESTMENT

COMPANY ACT OF 1940, AS AMENDED (THE INVESTMENT COMPANY ACT). NO

TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE (AND NONE OF

THE ISSUERS, THE TRUSTEE OR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF (A) SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE WHO IS A U.S.

RESIDENT (WITHIN THE MEANING OF THE INVESTMENT COMPANY ACT) BUT IS NOT A

"QUALIFIED PURCHASER" AS DEFINED IN SECTION 2(a)(51)(A) OF THE INVESTMENT

COMPANY ACT AND RELATED RULES, A "KNOWLEDGEABLE EMPLOYEE" WITH RESPECT

TO THE ISSUER (WITHIN THE MEANING OF RULE 3c-5 UNDER THE INVESTMENT

COMPANY ACT) OR A COMPANY EACH OF WHOSE BENEFICIAL OWNERS IS A QUALIFIED

PURCHASER OR A KNOWLEDGEABLE EMPLOYEE (COLLECTIVELY, A "QUALIFIED

PURCHASER") TAKING DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE FORM

OF A RESTRICTED NOTE, (B) SUCH TRANSFER WOULD HAVE THE EFFECT OF

REQUIRING EITHER OF THE ISSUERS TO REGISTER AS AN INVESTMENT COMPANY

UNDER THE INVESTMENT COMPANY ACT OR (C) SUCH TRANSFER WOULD BE MADE TO

A TRANSFEREE WHO IS A U.S. RESIDENT THAT IS A FLOW-THROUGH INVESTMENT

VEHICLE OTHER THAN A QUALIFYING INVESTMENT VEHICLE (EACH AS DEFINED IN THE

INDENTURE) WHICH TAKES DELIVERY OF THIS NOTE (OR INTEREST HEREIN) IN THE

FORM OF A RESTRICTED NOTE.

IN ADDITION, NO TRANSFER OF THIS NOTE (OR ANY INTEREST HEREIN) MAY BE MADE

(AND NEITHER THE TRUSTEE NOR THE NOTE REGISTRAR WILL RECOGNIZE ANY SUCH

TRANSFER) IF SUCH TRANSFER WOULD BE MADE TO A TRANSFEREE THAT IS (A) A

DEALER DESCRIBED IN PARAGRAPH.(a)(1)(ii) OF RULE 144A WHICH OWNS AND INVESTS

ON A DISCRETIONARY BASIS LESS THAN U.S.$25,000,000 IN SECURITIES OF ISSUERS

THAT ARE NOT AFFILIATED PERSONS OF THE DEALER OR (B) A PLAN REFERRED TO IN

PARAGRAPH (a)(1)(i)(D) OR (a)(1)(i)(E) OF RULE 144A OR A TRUST FUND REFERRED TO

IN PARAGRAPH (a)(1)(i)(F) OF RULE 144A THAT HOLDS THE ASSETS OF SUCH A PLAN,

UNLESS INVESTMENT DECISIONS WITH RESPECT TO THE PLAN ARE MADE SOLELY BY

THE FIDUCIARY, TRUSTEE OR SPONSOR OF SUCH PLAN.

EACH ORIGINAL PURCHASER AND TRANSFEREE WILL BE DEEMED TO REPRESENT AND

WARRANT) THAT EITHER (A) IT IS NOT A PLAN, A GOVERNMENTAL OR CHURCH PLAN

WHICH IS SUBJECT TO ANY FEDERAL, STATE OR LOCAL LAW THAT IS SIMILAR TO THE

PROHIBITED TRANSACTION PROVISIONS OF SECTION 406 OF ERISA OR SECTION 4975

OF THE CODE, OR AN ENTITY WHICH IS DEEMED TO HOLD THE ASSETS OF ANY SUCH

PLAN PURSUANT TO 29 C.F.R. SECTION 2510.3-101, AS MODIFIED BY SECTION 3(42) OF

EREISA, OR OTHERWISE OR (B) ITS PURCHASE AND OWNERSHIP OF SUCH NOTE WILL

NOT RESULT IN A NON-EXEMPT PROHIBITED TRANSACTION UNDER SECTION 406 OF
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ERISA OR SECTION 4975 OF THE CODE (OR, IN THE CASE OF A GOVERNMENTAL OR

CHURCH PLAN, A NON-EXEMPT VIOLATION OF ANY SUCH SIMILAR U.S. FEDERAL,

STATE OR LOCAL LAW).

EACH PURCHASER OF THIS NOTE WILL BE DEEMED TO HAVE MADE THE APPLICABLE

REPRESENTATIONS AND AGREEMENTS SET FORTH IN THIS LEGEND.

THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN MAY BE TRANSFERRED TO A

PERSON WHO TAKES DELIVERY IN THE FORM OF AN INTEREST IN A REGULATION S

NOTE OR (IN CERTAIN LIMITED CIRCUMSTANCES) A DEFINITIVE NOTE ONLY (IN THE

CASE OF AN INTEREST IN A REGULATION S GLOBAL NOTE) IN ACCORDANCE WITH

APPLICABLE PROCEDURES (AS DEFINED IN THE INDENTURE) AND (IN THE CASE OF A

DEFINITIVE NOTE) UPON RECEIPT BY THE NOTE REGISTRAR OF A TRANSFER

CERTIFICATE BY THE TRANSFEROR AND THE TRANSFEREE SUBSTANTIALLY IN THE

FORM SPECIFIED IN THE INDENTURE.

THIS NOTE (OR AN INTEREST HEREIN) MAY NOT BE TRANSFERRED UNLESS, AFTER

GIVING EFFECT TO THE TRANSFER, THE TRANSFEREE IS HOLDING A NOTE WITH AN

ORIGINAL PRINCIPAL AMOUNT WHICH IS EQUAL TO U.S.$500,000 OR INTEGRAL

MULTIPLES OF U.S.$1,000 IN EXCESS THEREOF.

TO THE EXTENT APPLICABLE TO THE ISSUERS, THE ISSUERS MAY IMPOSE ADDITIONAL

TRANSFER RESTRICTIONS TO COMPLY WITH THE USA PATRIOT ACT OR OTHER

SIMILAR LAWS AND REGULATIONS, AND EACH BENEFICIAL OWNER OF A NOTE AGREES

TO COMPLY WITH SUCH TRANSFER RESTRICTIONS.

THE PURCHASER OF THIS NOTE OR ANY BENEFICIAL INTEREST HEREIN WILL BE

DEEMED TO UNDERSTAND AND AGREE THAT IF ANY PURPORTED TRANSFER OF THIS

NOTE OR ANY BENEFICIAL INTEREST HEREIN TO A PURCHASER DOES NOT COMPLY

WITH THE REQUIREMENTS SET FORTH IN THIS NOTE OR THE INDENTURE, THEN THE

PURPORTED TRANSFEROR OF THIS NOTE OR BENEFICIAL INTEREST HEREIN SHALL BE

REQUIRED TO CAUSE THE PURPORTED TRANSFEREE TO SURRENDER THE

TRANSFERRED NOTE OR ANY BENEFICIAL INTEREST THEREIN IN RETURN FOR A

REFUND OF THE CONSIDERATION PAID THEREFOR BY SUCH TRANSFEREE (TOGETHER

WITH INTEREST THEREON) OR TO CAUSE THE PURPORTED TRANSFEREE TO DISPOSE

OF SUCH NOTE OR BENEFICIAL INTEREST PROMPTLY IN ONE OR MORE OPEN MARKET

SALES TO ONE OR MORE PERSONS EACH OF WHOM SATISFIES THE REQUIREMENTS

OF THE REPRESENTATIONS, WARRANTIES AND COVENANTS SET FORTH IN THIS

LEGEND, AND SUCH PURPORTED TRANSFEROR SHALL TAKE, AND SHALL CAUSE SUCH

TRANSFEREE TO TAKE, ALL FURTHER ACTION NECESSARY OR DESIRABLE, IN THE

JUDGMENT OF THE ISSUER, TO ENSURE THAT SUCH NOTE OR ANY BENEFICIAL

INTEREST THEREIN IS HELD BY PERSONS IN COMPLIANCE THEREWITH. ANY

TRANSFER IN VIOLATION OF THE FOREGOING PROVISIONS OF THIS NOTE OR THE

INDENTURE WILL BE OF NO FORCE AND EFFECT, WILL BE VOID AB INITIO, AND WILL

NOT OPERATE TO TRANSFER ANY RIGHTS TO THE TRANSFEREE, NOTWITHSTANDING

ANY INSTRUCTIONS TO THE CONTRARY TO THE ISSUERS, THE TRUSTEE OR ANY

INTERMEDIARY.

IF, NOTWITHSTANDING THE RESTRICTIONS SET FORTH IN THIS NOTE OR THE

INDENTURE, EITHER OF THE ISSUERS DETERMINES THAT ANY HOLDER OF THIS

RESTRICTED NOTE OR AN INTEREST HEREIN (1) IS A U.S. PERSON AND (II) IS NOT BOTH
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A QUALIFIED INSTITUTIONAL BUYER (OR, IN RESPECT OF CERTAIN ORIGINAL

PURCHASERS, AN INSTITUTIONAL ACCREDITED INVESTOR) AND A QUALIFIED

PURCHASER, THE ISSUERS SHALL REQUIRE, BY NOTICE TO SUCH HOLDER, AS THE

CASE MAY BE, THAT SUCH HOLDER SELL ALL OF ITS RIGHT, TITLE AND INTEREST TO

THIS NOTE (OR INTEREST HEREIN) TO A PERSON THAT IS (1) A NON-U.S. PERSON IN A

TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) A QUALIFIED

INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER, WITH SUCH SALE TO BE

EFFECTED WITHIN 30 DAYS AFTER. NOTICE OF SUCH SALE REQUIREMENT IS GIVEN. IF

SUCH HOLDER FAILS TO EFFECT THE TRANSFER REQUIRED WITHIN SUCH 30-DAY

PERIOD, (X) UPON WRITTEN DIRECTION FROM THE COLLATERAL MANAGER OR THE

ISSUER, THE TRUSTEE SHALL, AND IS HEREBY IRREVOCABLY AUTHORIZED BY SUCH

HOLDER TO, CAUSE ITS INTEREST IN THIS NOTE TO BE TRANSFERRED IN A

COMMERCIALLY REASONABLE SALE (CONDUCTED BY AN INVESTMENT BANK

SELECTED BY THE TRUSTEE WITH THE CONSENT OF THE COLLATERAL MANAGER IN

ACCORDANCE WITH SECTION 9-610(b) OF THE UCC AS APPLIED TO SECURITIES THAT

ARE SOLD ON A RECOGNIZED MARKET OR THAT MAY DECLINE SPEEDILY IN VALUE) TO

A PERSON THAT CERTIFIES TO THE TRUSTEE, THE ISSUERS AND THE COLLATERAL

MANAGER, IN CONNECTION WITH SUCH TRANSFER, THAT SUCH PERSON IS (1) A NON-

U.S. PERSON IN A TRANSFER FOR AN INTEREST IN A REGULATION S NOTE OR (2) BOTH

A QUALIFIED INSTITUTIONAL BUYER AND A QUALIFIED PURCHASER, AND (Y) PENDING

SUCH TRANSFER, NO FURTHER PAYMENTS WILL BE MADE IN RESPECT OF THE

INTEREST IN THIS NOTE, AND THE INTEREST IN THIS NOTE SHALL NOT BE DEEMED TO

BE OUTSTANDING FOR THE PURPOSE OF ANY VOTE OR CONSENT OF THE

NOTEHOLDERS.

Investor Representations on Resale. Except as provided In the remainder of this paragraph,

each transferee of a Note will be required to deliver to the Issuers, the Trustee and the Note Registrar a

duly executed transferee certificate in the form o-f the relevant exhibit attached to the indenture and such

other certificates and other information as the Issuer, the Co-Issuer, the Trustee or the Note Registrar

may reasonably require to confirm that the proposed transfer complies with the transfer restrictions

contained in this Offering Circular. An owner of a beneficial interest in a Regulation S Global Note may

transfer such interest in the form of a beneficial interest in such Regulation S Global Note without the

provision of written certification, provided that such transfer is not made to a U.S. Person or for the

account or benefit of a U.S. Person and is effected, prior to the expiration of the Distribution Compliance

Period, through Euroclear or Clearstream or, after the expiration of the Distribution Compliance Period,

through a clearing system other than Euroclear or Clearstream, in an offshore transaction as required by

Regulation S and only in accordance with the Applicable Procedures. An owner of a beneficial interest in

a Restricted Global Note may transfer such interest in the form of a beneficial interest in such Restricted

Global Note without the provision of written certification if the Transferee is a Qualified Institutional Buyer

that is also a Qualified Purchaser.

Pursuant to such transferee certificate, (a) the transferee will acknowledge, represent to and

agree with the Issuers, the Trustee and the Note Registrar as to the matters set forth in each of

paragraphs (1) through (18) above (other than paragraphs (5), (6) and (8) above) as if each reference

therein to "the purchaser" were instead a reference to the transferee and (b) further represents to and

agrees with the Issuers, the Trustee and the Note Registrar as follows:

(1) In the case of a transferee who takes delivery of Restricted Notes, it (a) is a U.S. Person

that is both (i) a Qualified Institutional Buyer and (ii) a Qualified Purchaser; (b) it will

provide written notice of the foregoing, and of any applicable restrictions on transfer, to
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any transferee; (c) is aware that the sale to it is being made in reliance on Rule 144A
and (d) is acquiring such Notes for its own account. In the case of a transferee who
takes delivery of Regulation S Notes, it (u) is a non-U.S. Person acquiring such Notes in
an offshore transaction in accordance with Rule 904 of Regulation S, (v) is acquiring such
Notes for its own account, (w) is not acquiring, and has not entered into any discussions
regarding its acquisition of, such Notes while it is in the United States or any of its
territories or possessions, (x) understands that such Notes are being sold without
registration under the Securities Act by reason of an exemption that depends, in part, on
the accuracy of these representations, (y) understands that such Notes may not, absent
an applicable exemption, be transferred without registration and/or qualification under the
Securities Act and applicable state securities laws and the laws of any other applicable
jurisdiction, and (z) understands that prior to the end of the Distribution Compliance
Period, interests in a Regulation S Global Note may only be held through Euroclear or
Clearstream.

(2) It acknowledges that the foregoing acknowledgements, representations and agreements
will be relied upon by the Issuers, the Trustee and the Note Registrar for the purpose of
determining its eligibility to purchase Notes. It agrees to provide, if requested, any
additional information that may be required to substantiate its status as a Qualified
Institutional Buyer or under the exception provided pursuant to Section 3(c)(7) of the
Investment Company Act, to determine compliance with ERISA and/or Section 4975 of
the Code or to otherwise determine its eligibility to purchase Notes.
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LISTING AND GENERAL INFORMATION

Application will be made to the Irish Financial Services Regulatory Authority, as competent
authority under Directive 20031711EC, for the prospectus to be approved. Application will be made
to the Irish Stock Exchange for the Notes to be admitted to the Official List and trading on its
regulated market. Such approval relates only to Notes which are to be admitted to trading on the
regulated market of the Irish Stock Exchange or other regulated markets for the purposes of
Directive 93/22/EEC or which are to be offered to the public in any Member State of the European
Economic Area. Copies of this Offering Circular, the Issuer Charter, the Preference Share Paying
Agency Agreement, the Management Agreement, the Note Purchase Agreement, the
Administration Agreement, any Interest Rate Swap Agreement, each Synthetic Security, the Initial
Investment Agreement, the Certificate of Incorporation and By-laws of the Co-Issuer and the
Indenture will be available for inspection at the registered office of the Issuer and at the office of
the Irish Paying Agent, where electronic copies thereof may be obtained, free of charge, upon
request for the life of this document.

2. Copies of the Issuer Charter, the Certificate of Incorporation and By-laws of the Co-Issuer, the
resolutions of the Board of Directors of the Issuer authorizing the issuance of the Notes and the
resolutions of the Board of Directors of the Co-Issuer authorizing the issuance of the Notes, the
Indenture and the Management Agreement may be obtained free of charge upon request within
30 days of the date of this Offering Circular at the office of the Trustee on behalf of the Issuer.

3. Each of the Issuers represents that there has been no material adverse change in its financial
position since its date of incorporation. The Issuers are not, and have not since incorporation
been, involved in any litigation, governmental or arbitration proceedings relating to claims in
amounts which may have or have had a material effect on the Issuers in the context of the issue
of the Notes, nor, so far as either of the Issuers is aware, is any such litigation or arbitration
involving it pending or threatened.

4. Each of the Issuers represents that there has been no material adverse change in its financial
position since its date of incorporation. The Issuers are not, and have not since incorporation
been, involved in any litigation, governmental or arbitration proceedings relating to claims in
amounts which may have or have had a material effect on the Issuers in the context of the issue
of the Notes, nor, so far as either of the Issuers is aware, is any such litigation or arbitration
involving it pending or threatened.

5. The issuance of the Notes will be authorized by the Board of Directors of the Issuer by resolutions
passed on or before the Closing Date. The issuance of the Notes will be authorized by the Board
of Directors of the Co-Issuer by resolutions to be passed on or before the Closing Date. Since
incorporation, neither the Issuer nor the Co-Issuer has commenced trading or established any
accounts, except as disclosed herein or accounts used to hold amounts received with respect to
share capital and fees. It is estimated that the fees payable in respect of the listing of the Notes
on the Irish Stock Exchange will be approximately $[7,500] consisting of Irish Stock Exchange
listing fees, listing agent sponsor fees and fees to be annually paid to the Irish Paying Agent.

6. The Notes sold in offshore transactions in reliance on Regulation S under the Securities Act and
represented by the Global Notes have been accepted for clearance through Clearstream and
Euroclear under the Common Codes indicated below. The CUSIP Numbers and International
Securities Identification Numbers (ISIN) for the Notes represented by Regulation S Global Notes
and Restricted Global Notes are as indicated on the following page.
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Regulation S Regulation S Regulation S Restricted Restricted Restricted
Common CUSIP ISIN Common CUSIP ISIN

Codes Numbers Numbers Codes Numbers Numbers

Class A-1 Notes [[ ( [) Ij J 1

Class A-2 Notes IJ [ [[ r [

Class B Notes i [J ll

Class C Notes j [ . [ [ LL [1

Class D Notes [- [ [IlJ[

Class E Notes I ]
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LEGAL MATTERS

Certain legal matters with respect to the Notes and New York law will be passed upon for the
Issuer by Allen & Overy LLP. Allen & Overy LLP will also act as counsel to the Initial Purchaser.
Cadwalader, Wickersham & Taft LLP will act as counsel to the Collateral Manager. Certain matters with
respect to Cayman Islands corporate law and tax law will be passed upon for the Issuer by Maples and
Calder.
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SCHEDULE A

LIST OF UNDERLYING ASSETS

Floating
Spreadl Explicit Explicit

Current Legal Moody's Fixedl Fixed CDS S&P Moody's

Security CUSIP Face Maturity Type Float Coupon Premium Rating Rating
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Floating
Spread! Explicit Explicit

Current Legal Moody's Fixed! Fixed CDS S&P Moody's

Security CUSIP Face Maturity Type Float Coupon Premium Rating Rating
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Floating
Spread/ Explicit Explicit

Current Legal Moody's Fixed! Fixed CDS S&P Moody's

Security CUSIP Face Maturity Type Float Coupon Premium Rating Rating

3

PSI-M&TBank-02-0220

Footnote Exhibits  - Page 1917



Current Legal Moody's Fixed!
C mturity Tvne Float

Security :L~I -

Floating
Spreadl Explicit Explicit

Fixed CDS S&P Moody's

Coupon Premium Rating Rating
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SCHEDULE B

AUCTION CALL REDEMPTION - AUCTION PROCEDURES

The following sets forth the auction procedures (the "Auction Procedures") to be followed in
connection with a sale effected pursuant to the Indenture.

1. Pre-Auction Process

* The Auction Agent will initiate the Auction Procedures at least 24 Business Days prior to
each Auction Date by:

* with the assistance of the Collateral Manager, preparing a list containing the
names of the issuer and guarantor (if any), the par amount and the CUSIP
number (if any) with respect to each Underlying Asset and such other information
as shall be notified to the Auction Agent by the Collateral Manager-

* with the assistance of the Collateral Manager, preparing a list of the constituents
of each subpool which shall be based upon the Collateral Manager's good faith
determination of the composition of subpools that will maximize Disposition
Proceeds; provided that the maximum number of subpools shall be eight; and

* directing the Trustee to send the lists prepared pursuant to clauses (i) and (ii)
above to the Qualified Bidders identified on the then-current Qualified Bidder List
(the "Listed Bidders") and requesting bids on the Auction Date.

* The general solicitation package which the Auction Agent shall deliver to the Listed
Bidders will include: (i) a form of a purchase agreement (which shall, among other things,
provide that (A) upon satisfaction of all conditions precedent therein, the purchaser is
irrevocably obligated to acquire, and the Issuer Is irrevocably obligated to Dispose of, the
Underlying Assets (or relevant subpool, as the case may be) on the date and on the
terms and conditions set forth therein and (B) if the subpools are to be sold to more than
one bidder, the consummation of the purchase of each subpool must occur
simultaneously and the closing of each purchase is conditional on the closing of each of
the other purchases); (ii) the minimum purchase price; (iii) a formal bidsheet (which shall
permit the relevant bidder to bid for all of the Underlying Assets, any subpool or
separately for each of the subpools) including a representation from the bidder that it is
eligible to acquire all of the Underlying Assets; (iv) a detailed timetable; and (v) copies of
all transfer documents (including transfer certificates and subscription agreements which
a bidder must execute pursuant to the Underlying Instruments and a list of the
requirements which the bidder must satisfy under the Underlying Instruments (i.e.,
Qualified Institutional Buyer, Qualified Purchaser, etc.)). .

* The Auction Agent shall send solicitation packages to all Listed Bidders at least 15
Business Days before the Auction Date. No later than 10 Business Days before the
Auction Date, Listed Bidders may submit written due diligence questions relating to the
legal documentation and other information contained in the general solicitation package
(including comments on the draft purchase agreement to be used in connection with the
Auction (the "Auction Purchase Agreement")) to the Collateral Manager; provided that
the Collateral Manager shall only be obligated to answer questions relating to the
Collateral to the extent that it is able to do so by reference to information which it is
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. required to provide under the Management Agreement. The Collateral Manager shall be
solely responsible for (i) responding to all relevant questions and/or comments submitted
to it in accordance with the foregoing and (ii) distributing the questions, answers and
revised final Auction Purchase Agreement to all Listed Bidders at least five Business
Days prior to the Auction Date.

II. Auction Process

* If it is not the Auction Agent, the Collateral Manager or its Affiliates will be allowed to bid
in the Auction if it deems appropriate, but will not be required to do so.

* On the Auction Date, all bids will be due by facsimile to the offices of the Auction Agent
by 11:00 a.m., New York City time, with the winning bidder to be notified by 2:00 p.m.,

New York City time. All bids from Listed Bidders will be due on the bid sheet contained in

the solicitation package. Each bid shall be for the purchase and delivery to one purchaser

of (i) all (but not less than all) of the Underlying Assets or (li) all (but not less than all) of
the Underlying Assets that constitute the components of one or more subpools.

* If the Auction Agent receives fewer than two bids from Listed Bidders to purchase all of
the Underlying Assets or to purchase each subpool, the Auction Agent shall decline to
consummate the sale.

* Subject to clause (c), the Auction Agent shall identify as the winning bidder the bid or bids
that result in the Highest Auction Price (in excess of the minimum purchase price) from

one or more Listed Bidders.

* Upon notification to the winning bidder(s), the winning bidder (or, if the Highest Auction
Price requires the sale of subpools to more than one bidder, each winning bidder) will be

required to deliver to the Auction Agent a signed counterpart of the Auction Purchase
Agreement no later than 4:00 p.m. New York City time on the Auction Date. The winning
bidder (or, if the Highest Auction Price requires the sale of subpools to more than one
bidder, each winning bidder) shall be required to pay the full purchase price in cash prior

to the sixth Business Day following the relevant Auction Date, at which time all monies
will be transferred into the Collection Account. If payment in full of the purchase price is

not made when due (or, if the subpools are to be sold to more than one bidder, if any

bidder fails to make payment of the purchase price when due), the Trustee on behalf of

the Issuer shall decline to consummate the sale of each subpool and shall give notice (in

accordance with the Indenture) that the Auction Call Redemption will not occur.

* "Highest Auction Price" means, with respect to an Auction Call Redemption, the greater
of (a) the highest price bid by any Listed Bidder for all of the Underlying Assets and (b)
the sum of the highest prices bid by one or more Listed Bidders for each subpool. In each
case, the price bid by a Listed Bidder shall be the Dollar amount which the Auction Agent
certifies to the Trustee based on the Auction Agent's review of the bids, which
certification shall be binding and conclusive.

* "Qualified Bidder" means (a) a Person whose unsecured debt obligations have been
assigned, or whose obligations under the bid letter and resulting purchase agreement will
be guaranteed by a Person whose unsecured debt obligations have been assigned, a
rating equivalent to the highest rating on the Notes or an unsecured short-term rating of

"A-1+" by Standard & Poor's and "F-I" by Fitch, (b) a Person who the Auction Agent
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believes to be an active purchaser of Asset-Backed Securities with the financial

resources available to it to pay the purchase price of the Underlying Assets in a timely

fashion, or (c) the Collateral Manager or any of its Affiliates; provided that with respect to

the Synthetic Securities entered into with the First Synthetic Security Counterparty, the

Issuer may, upon reasonable notice to the First Synthetic Security Counterparty, transfer

to an Eligible Counterparty, as such term is defined in the schedule to the Master

Agreement, or to any other counterparty, in regard to which the First Synthetic Security

Counterparty will have the right to approve or disapprove of any novation of such

Synthetic Security by the Issuer.
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SCHEDULE C

STANDARD & POOR'S RATING

The Standard & Poor's Rating of any Underlying Asset (which shall mean with respect to a

Synthetic Security, the related Reference Obligation) will be determined as follows:

(i) if such Underlying Asset is rated either publicly or privately (with appropriate consents) by

Standard & Poor's, the Standard & Poor's Rating shall be such rating, or, if such Underlying Asset is not

rated by Standard & Poor's, but the Issuer or the Collateral Manager on behalf of the Issuer has

requested that Standard & Poor's perform a credit estimate in respect of such Underlying Asset, the

Standard & Poor's rating shall be the rating so assigned by Standard & Poor's, provided that pending

receipt from Standard & Poor's of such rating, such Underlying Asset shall have a Standard & Poor's

Rating of "CCC-" if the Collateral Manager believes that such estimate will be at least "CCC-"; and

(ii) with respect to any other Underlying Asset, as set forth below.

Part 1 - Standard & Poor's Ratings

Asset classes are eligible for notching if they are not first loss tranches or combination securities. If the

security is publicly rated by two agencies, notch down as shown below based on the lowest rating. If the

security is publicly rated only by one agency, then notch down what is shown below plus one more notch.

The Aggregate Principal/Notional Balance of Underlying Assets the Standard & Poor's Rating of which is

based on a Fitch rating or a Moody's rating may not exceed 20% of the Aggregate Principal/Notional

Balance of all Underlying Assets, the balance of which must be rated by Standard & Poor's or assigned

Standard & Poor's rating estimates.

Issued prior to 8/1101 Issued after 8/1/01
Current rating is: Current rating is:

Non Inv. Non Inv.

Inv. Grade Grade Inv. Grade Grade

1. CONSUMER ABS -1 -2 -2 -3

Automobile Loan Receivable
Securities
Automobile Lease Receivable
Securities
Car Rental Receivables Securities

Credit Card Securities

Healthcare Securities

Student Loan Securities

2. COMMERCIAL ABS -1 -2 -2 -3

Cargo Securities
Equipment Lease Securities

Aircraft Leasing Securities
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Issued prior to 8/1/01 Issued after 8/11/01
Current rating is: Current rating is:

Non Inv. Non Inv.

Inv. Grade Grade Inv. Grade Grade

Small Business Loan Securities

Restaurant and Food Services
Securities

3. Non-RE-REMIC RMBS -1 -2 -2 -3

Manufactured Housing Loan
Securities

4. Non-RE-REMIC CMBS -1 -2 -2 -3

CMBS - Conduit

CMBS - Credit Tenant Lease

CMBS - Large Loan

CMBS - Single Borrower

CMBS - Single Property

5. CBO/CLO CASHFLOW SECURITIES -1 -2 -2 -3

Cash Flow CBO - at least 80% High
Yield Corporate
Cash Flow CBO - at least 80%

Investment Grade Corporate

Cash Flow CLO - at least 80% High
Yield Corporate

Cash Flow CLO - at least 80%
Investment Grade Corporate

6. REITs -1 -2 -2 -3

REIT - Multifamily & Mobile Home
Park
REIT - Retail

REIT - Hospitality

REIT - Office
REIT - Industrial

REIT - Healthcare

REIT - Warehouse

REIT - Self Storage

REIT - Mixed Use

7. SPECIALTY STRUCTURED -3 -4 -3 -4

Stadium Financings
Project Finance
Future flows
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Issued prior to 8/1/01 Issued after 8/1101
Current rating is: Current rating is:

Non Inv. Non Inv.

Inv. Grade Grade Inv. Grade Grade

8. RESIDENTIAL MORTGAGES -1 -2 -2 -3

Residential "A'

Residential "B/C'

Home equity loans

9. REAL ESTATE OPERATING COMPANIES -1 -2 -2 -3

Part 2 - Standard & Poor's Asset Backed Categories

Each of the following categories of asset backed security shall constitute a separate asset backed class.

Securities not included in any of these categories shall be assigned by Standard & Poor's.

Structured Finance Sectors

1. ABS Consumer
2. ABS Commercial
3. CDOs
4. CMBS Diversified - Conduit and CTL
5. CMBS - Large Loan, Single Borrower and Single Property

6. REITs
7. RMBS A
8. RMBS B&C, HELs, HELOCs and Tax Lien

9. Manufactured Housing
10. Project Finance
11. U.S. Agency - Explicitly Guaranteed
12. Monoline/FER Guaranteed
13. Non-FER Company Guaranteed
14. FFELP Student Loan (Over 70% FFELP)

Part 3 - Standard & Poor's Asset Classes Not Eligible to be Notched

The following asset classes are not eligible to be notched. Credit estimates must be performed.

Asset Type

1. Non-U.S. Structured Finance Securities
2. Guaranteed Securities
3. CDOs of Structured Finance and Real Estate Securities

4. CBOs of CDOs
5. CLOs of Distressed Debt
6. Mutual Fund Fee Securities
7. Catastrophe Bonds
8. First Loss Tranches of any securitization
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9. Synthetics
10. Synthetic CBOs
11. Combination Securities
12. Re-REMICs
13. Market value CDOs
14. Net Interest Margin Securities (NIMs)
15. Structured Settlement Obligations
16. Any asset class not listed on Part 1 above
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SCHEDULE D

MOODY'S RATING AND MOODY'S WEIGHTED AVERAGE RATING

The *Weighted Average Rating" on any Measurement Date is the number determined by

dividing (i) the sum of the series of products obtained for Underlying Assets (other than Underlying Asset

which the Asset Manager reasonably believes will default with respect to payment when next due and any

Defaulted Securities) by multiplying the Principal/Notional Balance on such Measurement Date of each

such Underlying Asset by its respective Moody's Rating Factor on such Measurement Date by (ii) the sum

of the Aggregate Principal/Notional Balance on such Measurement Date of all Underlying Assets that are

not Underlying Assets which the Asset Manager reasonably believes will default with respect to payment
when next due and any Defaulted Securities.

The "Moody's Rating Factor" relating to any Underlying Asset is the number set forth in the

table below opposite the Moody's Rating of such Underlying Asset:

Moody's Rating
Aaa
Aal
Aa2
Aa3
Al
A2
A3

Baal
Baa2
Baa3
Bal
Ba2
Ba3
B1
B2
B3

Caal
Caa2
Caa3

Ca or lower

Moody's Rating Factor
1
10
20
40
70
120
180
260
360
610
940

1,350
1,766
2,220
2,720
3,490
4,770
6,500
8,070
10,000

The "Moody's Rating" of any Underlying Asset (which shall mean with respect to a Synthetic
Security, the related Reference Obligation) will be determined as follows:

with respect to.any Asset-Backed Security, for determining the Moody's Rating as of any date of

determination:

(i) if such Asset-Backed Security is publicly rated by Moody's, the Moody's Rating

shall be such rating, or, if such Underlying Asset is not publicly rated by Moody's, but the Issuer or the

Collateral Manager on behalf of the Issuer has requested that Moody's assign a rating to such Underlying

Asset, the Moody's Rating shall be the rating so assigned by Moody's;

(ii) if such Asset-Backed Security is not publicly rated by Moody's, then the Moody's

Rating of such Asset-Backed Security may be determined using any one of the methods below:
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(A) with respect to any ABS type Residential Security not publicly rated by
Moody's, if such ABS type Residential Security is publicly rated by Standard & Poor's,
then the Moody's Rating thereof will be (1) one subcategory below the Moody's
equivalent rating assigned by Standard & Poor's if the rating assigned by Standard &
Poor's is "AAA"; (2) two rating. subcategories below the Moody's equivalent rating
assigned by Standard & Poor's if the rating assigned by Standard & Poor's is below
"AAA" but above "BB+" and (3) three rating subcategories below the Moody's equivalent
rating assigned by Standard & Poor's if the rating assigned by Standard & Poor's is below
"BBB-"; and

(B) with respect to any other type of Asset-Backed Securities, pursuant to
any method specified by Moody's;

provided that

(V) the rating of either Rating Agency used to determine the Moody's Rating pursuant to any of
clauses (i) or (ii) above shall be a public, non-exclusive rating (but not a rating estimate) that
addresses the obligation of the obligor to pay principal of and interest on the relevant Underlying
Asset in full and is monitored on an ongoing basis by the relevant Rating Agency,

(W) the Aggregate Principal/Notional Balance of Underlying Assets the Moody's Rating of which is
based on a Standard & Poor's Rating may not exceed 20% of the Aggregate Principal/Notional
Balance of all Underlying Assets, the balance of which must be rated by Moody's or assigned
Moody's rating estimates,

(X) the ratings of no more than [10]% of the Aggregate Principal/Notional Balance of all Underlying
Assets may be assigned rating factors derived via notching from single-rated instruments,

(Y) with respect to any one Rating Agency, the single-rated notched bucket may be no larger than
7.5% of the Aggregate Principal/Notional Balance of all Underlying Assets and

(Z) if an Underlying Asset

(A) is placed on a watch list for possible upgrade by Moody's, the Moody's Rating applicable
to such Underlying Asset shall be two rating subcategories above the Moody's Rating
applicable to such Underlying Asset immediately prior to such Underlying Asset being
placed on such watch list, if such Underlying Asset is rated below "Aaa" by Moody's
unless rated "Aal", in which case only one subcategory above; and

(B) is placed on a watch list for possible downgrade by Moody's, the Moody's Rating
applicable to such Underlying Asset shall be (i) one rating subcategory below the
Moody's Rating applicable to such Underlying Asset Immediately prior to such Underlying
Asset being placed on such watch list, if such Underlying Asset is rated "Aaa" by Moody's
or (ii) two rating subcategories below the Moody's Rating applicable to such Underlying
Asset immediately prior to such Underlying Asset being placed on such watch list, if such
Underlying Asset is rated below "Aaa" by Moody's; and

provided further that, with respect to notched ratings on certain asset classes, the Moody's Rating
shall be determined in conjunction with the notching conventions set forth below.
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Standard & Poor's

The following notching conventions are appropriate for Standard & Poor's-only rated tranches.

(The figures represent the number of notches to be subtracted from the Standard & Poor's rating. For

example, a "1" applied to an Standard & Poor's rating of BBB implies a Moody's rating of Baa3.)

ASSET CLASS AAA to AA- A+ to BBB- Below BBB-

Auto loan 1 2 3

Car Rental Fleet 1 2 3

CDO Domestic Corporate Debt No notching permitted No notching permitted No notching permitted

CDO Structured Product No notching permitted No notching permitted No notching permitted

.Consumer Asset-Backed 1 2 3

Credit Card 1 2 3

Equipment Lease 1 2 3

Manufactured Housing 1 2 3

Small Business Loan 1 2 3

Student Loan 1 2 3

Fitch

The following notching conventions are with respect to Fitch:

Residential Mortgage Related
AAA AA+ to BBB- Below BBB-

Jumbo A 1 2 4

Alt-A or mixed pools 1 3 5

HEL (including Residential A No notching No notching No notching

and Residential B&C)

For dual-rated Jumbo A or Alt-A transactions, take the lower of the two ratings on the security,

apply the appropriate single-rated notching guideline from above, then go up by 1/2 notch. For dual-rated

HEL (including Residential A and Residential B&C) transactions, apply the Standard & Poor's-only rated

tranche notching guidelines as set forth above.

3

PSI-M&TBank-02-0231

Footnote Exhibits  - Page 1928



CMBS

The following CMBS notching conventions are with respect to S&P and Fitch:

Commercial Mortgage Backed Securities

ASSET CLASS Tranche Rated by Fitch and Tranche Rated by Fitch
S&P; no tranche In deal andlor S&P; at least one

rated by Moody's other tranche in deal rated
by Moody's

Conduit* 2 notches from lower of 1.5* notches from lower of
FitchlS&P FitchlS&P

Credit Tenant Lease Follow corporate notching Follow corporate notching
practice practice

Large Loan No notching permitted

* For this purpose, conduits are defined as fixed rate, sequential pay, multi-borrower transactions having
a Herfindahl score of 40 or higher at the loan level with all collateral (conduit loans, A notes, large loans,
CTLs and any other real estate collateral) factored in.

A 1.5 notch haircut implies, for example, that if the S&P/Fitch rating were BBB, then the Moody's rating
factor would be halfway between the Baa3 and the Bal rating factors.
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SCHEDULE E

STANDARD & POOR'S RECOVERY MATRIX

A. If the Underlying Asset (which shall mean with respect to a Synthetic Security, the related

Reference Obligation) is an Asset-Backed Security (other than a CMBS Security) and is the

senior-most tranche of securities issued by the issuer of such Underlying Asset:

Initial Standard & Liability Rating assigned by Standard & Poor's

Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+

Underlying Asset at AA A BBB BB B CCC
Issuance AAA AA- A- BBB- BB- B- CCC-

AAA 80.0% 85.0% 90.0% 90.0% 90.0% 90.0% 90.0%

AA+, AA, AA- 70.0% 75.0% 85.0% 90.0% 90.0% 90.0% 90.0%

A+, A, A- , 60.0% 65.0% 75.0% 85.0% 90.0% 90.0% 90.0%

BBB+, BBB, BBB- . 50.0% 55.0% 65.0% 75.0% 85.0% 85.0% 85.0%

B. If the Underlying Asset (which shall mean with respect to a Synthetic Security, the related

Reference Obligation) is an Asset-Backed Security (other than a CMBS Security) and is not the

senior-most tranche of securities issued by the issuer of such Underlying Asset:

Initial Standard & Liability Rating assigned by Standard & Poor's

Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+

Underlying Asset at AA A BBB BB B CCC

Issuance AAA AA- A- BBB- BB- B- CCC-
~~o AO. AA5 A 0I '' " 85.0% 850

A.AA 65.0% 70.0% 80.0% 8. 85.0%5.0%

AA+, AA, AA- 55.0% 65.0% 75.0% 80.0% 80.0% 80.0% 80.0%

A+, A, A- 40.0% 45.0% 55.0% 65.0% 80.0% 80.0% 80.0%

BBB+, BBB, BBB- 30.0% 35.0% 40.0% 45.0% 50.0% 60.0% .70.0%

BB+, BB, BB- 10.0%. 10.0% 10.0% 25.0% 35.0% 40.0% 50.0%

B+, B, B- 2.5% 5.0% 5.0% 10.0% 10.0% 20.0% 25.0%

CCC+, CCC, CCC- 0.0% 0.0% 0.0% 0.0% 2.5% 5.0% 5.0%

C. if the Underlying Asset (which shall mean with respect to a Synthetic Security, the related

Reference Obligation) is a CMBS Security:

Initial Standard & Liability Rating assigned by Standard & Poor's

Poor's Rating of the
Underlying Asset at
Issuance

AAA
AA+, A, AA-

A+, A, A-

BBB+, BBB, BBB-
BB+, BB, BB-

AA+ A+ BBB+ BB+ B+ CCC+

AA A BBB BB B CCC

AAA AA- A- BBB- BB- B- CCC-

80.0% 85.0% 90.0% 90.0% 90.0% 90.0% 90.0%

70.0% 75.0% 85.0% 90.0% 90.0% 90.0% 90.0%

60.0% 65.0% 75.0% 85.0% 90.0% 90.0% 90.0%

45.0% 50.0% 55.0% 60.0% 65.0% 70.0% 75.0%

.35.0% 40.0% 45.0% 45.0% 50.0% 50.0% 50.0%

1
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Initial Standard & Liability Rating assigned by Standard & Poor's

Poor's Rating of the AA+ A+ BBB+ BB+ B+ CCC+
Underlying Asset at AA A BBB BB B CCC
Issuance AAA AA- A- BBB- BB- B- CCC-

B+, B, B- 20.0% 25.0% 30.0% 35.0% 35.0% 40.0% 40.0%

CCC+, CCC, CCC- 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0%

NR 0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
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SCHEDULE F

MOODY'S RECOVERY RATE MATRIX

The recovery rate with respect to a Synthetic Security will be calculated using the related
Reference Obligation.

ABS Type Diversified ABS Securities"):

% of Underlying
Capital Structure (2

>70%
<=70%, >[10]%

<=[101%

Aaa
85%
75%
70%

Aa
80~
70C

65

Initial Rating of Underlying Asset(3 )

A Baa
o 70% 60% 5
Yo 60% 50% [4
o 55% 45% 3

ABS Type Diversified Residential Securities(4):

initial Rating of Underlying Asset(3 )

Aaa
85%
75%
65%
55%
45%

Aa
80%
70%
55%
45%
35%

A
65%
55%
45%
[40]%
30%

Baa
55%
45%

[40]%
35%
25%

Ba
45%
35%
30%
25%
[15]%

ABS Type Undiversifled ABS Securities ():

% of Underlying
Capital Structure 2

>70%
<=70%, >(10]%
<=[10]%, >5% -

<=5%, >2%
<=2%

Aaa
85%
75%
65%
55%
45%

Aa
800,
70%Y
550%

450%

350%

initiai Rating of Underlying Asset3

A Baa
65% 55% 4

55% 45%

45% 35%
35% 30%

25% 20% [1

Ba
5%

35%
25%
20%
1%

.ABS Type Low-Diversity CDO Securities 6):

% of Underlying
Capital Structure 2

>70%
<=70%, >[10]%
<=[10]%, >5%

<=5%, >2%
<=2%

Aaa
80%
70%
60%
50%
30%

Aa
750/

600/

[40)~
25'

Initial Rating of Underlying Asset(3 )
A Baa

o 60% 50%
o 55% 45%
' 45% 35%

35% 30%
20% [1 5]%

Ba
45%
35%
25%
20%
7%

PSI-M&TBank-02-0235

Ba
0%
0]%
5%

B
[40)%
30%
25%

% of Underlying
Capital Structure(2)

>70%
<=70%, >[10]%
<=[10]%, >5%

<=5%, >2%
<=2%

B
30%
25%
20%
[15]%
[10]%

B
30%

25%
[15]%
(10]%

5%

B
30%
25%

[15]%
[10]%
4%
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ABS Type High-Diversity CDO Securities(7) :

% of Underlying Initial Rating of Underlying Asset(3 )

Capital Structure2 Aaa Aa A Baa Ba B

>70% 85% 80% 65% 55% 45% 30%

<=70%, >[10]% 75% 70% 60% 50% [40]% 25%

<=[10]%, >5% 65% 55% 50% [40]% 30% 20%

<=5%, >2% 55% 45% [40]% 35% 25% [10]%

<=2% 45% 35% 30% 25% [103% 5%

) "ABS Type Diversified ABS Securities" refer to Automobile Securities, Car Rental Fleet

Securities, Credit Card Securities and Student Loan Securities.

(2) Initial par amount of tranche to which such Underlying Asset relates divided by initial par amount

of total securities issued by such Underlying Asset issuer.

(3) The recovery rate for Underlying Assets with a Moody's Rating of Caal, Caa2 or Caa3 is

assumed to be [10]%.

(4) "ABS Type Diversified Residential Securities" refer to Residential A Mortgage-Backed

Securities, Residential BIC Mortgage-Backed Securities, Non-Subprime Home Equity Loan Asset-Backed

Securities and Manufactured Housing Securities.

(5) "ABS Type Undiversified ABS Securities" refer to Equipment Lease Securities, Small Business

Loan Securities and CMBS Securities.

(6) "ABS Type Low-Diversity CDO Securities" refer to any CDO Securities that are not High-

Diversity Securities.

(7) "ABS Type High-Diversity CDO Securities" refer to any CDO Securities that entitle the holders

thereof to receive payments that depend (except for rights or other assets designed to assure the

servicing or timely distribution of proceeds to holders of the Asset-Backed Securities) on the cash flow

from a portfolio of commercial and industrial bank loans, other asset-backed securities or corporate debt

securities (or any combination of the foregoing) that are obligations of obligors or issuers that represent a

relatively diversified pool of obligor credit risk having a Moody's Asset Correlation Factor lower than 20%

or a Moody's diversity score higher than 15. The "Moody's Asset Correlation Factor is a single

number determined in accordance with the asset correlation methodology provided from time to time by

Moody's and listed in the latest Monthly Report or indenture of such CDO Security.

2
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SCHEDULE G

CLASS D PRIORITY REDEMPTION AMOUNT

The Class D Priority Redemption Amount on each Distribution Date during the Priority Distribution
Period will be as follows:

Distribution Date Class D Priority Redemption Amount

02008 $[]

n2008

n2008 $[I

n 2008 $[]

02009 $[]

n 2009 $[]

n 2009 $1

12009 $[i

02010 $[H

fl2010 $[

n 2010 5[]

02010 $[
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SCHEDULE H

FORM OF CONFIRMATION FOR RMBS SECURITIES

Deutsche Bank AG

Date:

To: Gemstone CDO VH Ltd.

Fax No: [ ]

From: Deutsche Bank AG, acting through its London Branch

RE: Credit Derivative Transaction on Mortgage-Backed Security with Pay-As-You-Go or

Physical Settlement (Form I) (Dealer Form) (RMBS)

Dear Sir/Madam

The purpose of this communication (the "Confirmation") is to confirm the terms and
conditions of the Credit Derivative Transaction relating to a mortgage-backed security reference
obligation entered into between you Gemstone CDO VII Ltd. ("Party B") and us Deutsche Bank AG,
acting through its London Branch ("Party A") on the Trade Date specified below (the "Transaction").
This Confirmation constitutes a "Confirmation" as referred to in the ISDA Master Agreement
specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions
(the "Credit Derivatives Definitions"), as published by the International Swaps and Derivatives
Association, Inc. ("ISDA") and the ISDA Standard Terms Supplement for use with Credit Derivatives
Transaction on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement, as published
by ISDA on November 10, 2006 (the "CDS on MBS Terms"), and, if (i) the Additional Provisions for

Optional Early Termination have been published by ISDA at the Trade Date and (ii) Optional Early
Termination is specified as being applicable, the Additional Provisions for Optional Early
Termination most recently published by ISDA, are incorporated into this Confirmation. In the event
of any inconsistency between the Credit Derivatives Definitions or the CDS on MBS Terms and this
Confirmation, this Confirmation will govern. In the event of any inconsistency between the CDS on
MBS Terms and the Credit Derivatives Definitions, the CDS on MBS Terms will govern.

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master
Agreement, dated as of [-3, 2007, as amended and supplemented from time to time (the "Agreement"),
between you and us. All provisions contained in the Agreement govern this Confirmation except as
expressly modified below.]

The terms of the Transaction to which this Confirmation relates are as follows:

Trade Date: [

Effective Date: [

Copyright © November 2006 by International Swaps & Derivatives Association, Inc.
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Floating Rate Payer:

Fixed Rate Payer:

Calculation Agent:

Calculation Agent City:

Business Day:

Reference Entity:

Reference Obligation:

Party B (the "Seller").

Party A (the "Buyer").

Party A, unless an Event of Default has occurred
and is continuing with respect to Party A, in which
case the Calculation Agent shall be a leading,
independent dealer in derivatives selected by
agreement between the parties within one Business
Day of such Event of Default (the "Substitute
Calculation Agent"), whose fees and expenses shall
be met by Party A, whilst such Event of Default is
continuing. If the parties are unable to agree on a
Substitute Calculation Agent, each of the parties
shall elect an independent dealer in derivatives and
such two dealers shall agree on a third party, who
shall be deemed to be the Substitute Calculation
Agent. Party A shall be appointed to replace the
Substitute Calculation Agent within one Business
Day of the date on which no Event of Default is

continuing in respect of Party A. All determinations
by the Calculation Agent shall be made in good
faith and in a commercially reasonable manner.

New York

New York and London

[ I

The obligation identified as follows:

[Insurer: [ ]]
CUSIP/ISIN: [
[Bloomberg ID:
Legal final maturity date:
Original Principal Amount:
Initial Factor: [ I
Issuer: The Reference Entity]

Reference Policy:

Reference Price:

Initial Face Amount:

Initial Payment:

Not Applicable

[Not Applicable]

[On [the Effective Date], [Buyer]/[Seller] will pay
[USD][ ] to [Seller]/[Buyer].]

[ ]% per annumFixed Rate:

Fixed Rate Payer Payment Dates: Not CMBS Convention

PSI-M&TBank-02-0239
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Fixed Amount: Fixed Amount definition for underlying with no
payment delay

Additional Credit Event: Distressed Ratings Downgrade

Interest Shortfall Cap: Applicable

WAC Cap Interest Provision: Not Applicable

Step-up provisions: Applicable

If Interest Shortfall Cap is applicable, then specify:

Interest Shortfall Cap Basis: Fixed Cap

Interest Shortfall Compounding: Applicable

Rate Source: USD-LIBOR-BBA

Optional Early Termination: Not Applicable

Additional Terms: The definition of "Fixed Amount" in the CDS on
MBS Terms shall be deleted and replaced in its
entirety with the following:

"With respect to any Fixed Rate Payer Payment
Date, an amount equal to the product of:

(a) the Fixed Rate;

(b) an amount determined by the Calculation
Agent equal to:

(i) the sum of the Reference Obligation
Notional Amount (as calculated
without taking into consideration any
adjustment in the Reference
Obligation Notional Amount due to
an Implied Writedown Amount) as at
5:00 p.m. in the Calculation Agent
City on each day in the related Fixed
Rate Payer Calculation Period;
divided by

(ii) the actual number of days in the
related Fixed Rate Payer Calculation
Period- and

(c) the actual number of days in the related
Fixed Rate Payer Calculation Period divided
by 360."

Office, Notice and Account Details:

The Office of Buyer for this Transaction is: George Town, Grand Cayman, Cayman Islands

3
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The Office of Seller for this Transaction is: London

Telephone, Telex and/or Facsimile Numbers and Contact Details for Notices:

Buyer: Attention: New York D
Documentation

erivatives

Telephone: (212) 250-9425

Fax: (212) 797-0779

Email: NYderivative.documentation@db.com

Seller: [

Account Details:

Account Details of Buyer: [

Account Details of Seller: [

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this

Confirmation and returning it to us by facsimile.

Yours sincerely,

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH

By:

Name:
Title:

By:

Name:
Title:

Confirmed as of the date first above written:

GEMSTONE CDO VII LTD.
By HBK Investments, L.P., as its Investment Manager

By:

Name:
Title:

By:

Name:
Title:

4
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ISDA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE

TRANSACTIONS ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR
PHYSICAL SETTLEMENT'

(published on November 10, 2006)

This ISDA Standard Terms Supplement for use with Credit Derivative Transactions on Mortgage-

Backed Security with Pay-As-You-Go or Physical Settlement (the "CDS on- MBS Terms") hereby.

incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit

Derivatives Definitions as published by the International Swaps and Derivatives Association, Inc.

("ISDA") (the "Credit Derivatives Definitions"). In the event of any inconsistency between the Credit
2

Derivatives Definitions and these CDS on MBS Terms, these CDS on MBS Terms will govern.

References to the "Reference Obligation" in these CDS on MBS Terms or in the relevant

Confirmation shall be to the terms of the Reference Obligation (as defined below) set out in the

Underlying Instruments (as defined below) as amended from time to time unless otherwise specified

below.

1. General Terms:

Trade Date: As shown in the relevant Confirmation.

Effective Date: As shown in the relevant Confirmation.

Scheduled Termination Date: Subject to paragraph 6, the Legal Final Maturity Date
of the Reference Obligation, subject to adjustment in
accordance with the Following Business Day
Convention.

THE FOOTNOTES TO THIS CDS ON MBS STANDARD TERMS SUPPLEMENT ARE PROVIDED FOR

CLARIFICATION ONLY AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR

DOCUMENTATION OF A CREDIT DERIVATIVE TRANSACTION.

ISDA has not undertaken to review all applicable laws and regulations of any jurisdiction in which the Credit
Derivatives Definitions or these CDS on MBS Terms may be used. Therefore, parties are advised to consider the

application of any relevant jurisdiction's regulatory, tax, accounting, exchange or other requirements that may

exist in connection with the entering into and documenting of a privately negotiated credit derivative

transaction. .

The definitions and provisions in this ISDA Standard Terms Supplement for use with Credit

Derivatives Transactions on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement
may be incorporated into a Confirmation or other document (including in electronic form) (a

"Confirmation") by wording in the Confirmation indicating that, or the extent to which, the
Confirmation is subject to this ISDA Standard Terms Supplement for use with Credit Derivatives
Transactions on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement. All

definitions and provisions so incorporated in a Confirmation will be applicable to that Confirmation
unless otherwise provided in that Confirmation.

2 Parties who wish to novate a trade documented by way of a Confirmation incorporating these CDS on

MBS Terms should consider using the Form of Novation Confirmation set out in the Schedule to this

ISDA Standard Terms Supplement.

Copyright © November 2006 by International Swaps & Derivatives Association, Inc.
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Termination Date:

Floating Rate Payer:

Fixed Rate Payer:

Calculation Agent:

Calculation Agent City:

Business Day:

Business Day Convention:

Reference Entity:

Reference Obligation:

Reference Policy:

Reference Price:

Applicable Percentage:

The last to occur of:

(a) the fifth Business Day following the Effective
Maturity Date;

(b) the last Floating Rate Payer Payment Date;

(c) the last Delivery Date; and

(d) the last Additional Fixed Amount Payment
Date.

As shown in the relevant Confirmation (the "Seller").

As shown in the relevant Confirmation (the "Buyer").

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Following (which, with the exception of the Effective
Date, the Final Amortization Date, each Reference
Obligation Payment Date and the period end date of
each Reference Obligation Calculation Period, shall
apply to any date referred to in these CDS on MBS
Terms or in the Relevant Confirmation that falls on a
day that is not a Business Day).

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Section 2.30 of the Credit Derivatives Definitions shall
not apply.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

On any day, a percentage equal to A divided by B.

"A" means the product of the Initial Face Amount and
the Initial Factor as decreased on each Delivery Date
by an amount equal to (a) the outstanding principal
balance of Deliverable Obligations Delivered to Seller
(as adjusted by the Relevant Amount, if any) divided
by the Current Factor on such day multiplied by (b) the
Initial Factor.

"B" means the product of the Original Principal
Amount and the Initial Factor;

(a) as increased by the outstanding principal

2
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balance of any further issues by the Reference
Entity that are fungible with and form part of
the same legal series as the Reference
Obligation; and

(b) as decreased by any cancellations of some or
all of the Outstanding Principal Amount
resulting from purchases of the Reference
Obligation by or on behalf of the Reference
Entity.

Initial Face Amount: As shown in the relevant Confirmation.

Reference Obligation Notional On the Effective Date, the product of:
Amount:

(a) the Original Principal Amount;

(b) the Initial Factor, and

(c) the Applicable Percentage.

Following the Effective Date, the Reference
Obligation Notional Amount will be:

(i) decreased on each day on which a Principal
Payment is made by the relevant Principal
Payment Amount;

(ii) decreased on the day, if any, on which a
Failure to Pay Principal occurs by the relevant
Principal Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs by the relevant Writedown Amount;

(iv) increased on each day on which a Writedown
Reimbursement occurs by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs
(ii) or (iii) of the definition of "Writedown
Reimbursement"; and

(v) decreased on each Delivery Date by an amount
equal to the relevant Exercise Amount minus
the amount determined pursuant to paragraph
(b) of "Physical Settlement Amount" below,
provided that if any Relevant Amount is
applicable, the Exercise Amount will also be
deemed to be decreased by such Relevant
Amount (or increased by the absolute value of
such Relevant Amount if such Relevant
Amount is negative) with effect from such

This represents the percentage covered by the relevant Transaction of the Outstanding Principal
Amount. It may be more than 100%.

3
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Delivery Date;

provided that if the Reference Obligation Notional
Amount would be less than zero, it shall be deemed to
be zero.

For the avoidance of doubt, the Reference Obligation
Notional Amount shall not be increased by any
deferral or capitalization of interest that relates to the
Term of this Transaction or decreased by payment of
any portion of the principal balance of the Reference
Obligation that is attributable to the deferral or
capitalization of interest during the Term of this
Transaction.

Initial Payment: As shown in the relevant Confirmation.

2. Fixed Payments:

Fixed Rate Payer: Buyer

Fixed Rate: As shown in the relevant Confirmation, subject to

adjustment in accordance with paragraph 6 below.

Fixed Rate Payer Period End The first day of each Reference Obligation Calculation

Date: Period.

Fixed Rate Payer Payment In the relevant Confirmation, the parties shall specify

Dates: either "Not CMBS Convention" or "CMBS
Convention" as applicable.

If "Not CMBS Convention" is specified in the relevant

Confirmation, the Fixed Rate Payer Payment Dates
shall be each day falling five Business Days after a
Reference Obligation Payment Date; provided that the

final Fixed Rate Payer Payment Date shall fall on the
fifth Business Day following the Effective Maturity
Date.

If "CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be, after each Reference Obligation Payment
Date, the next following 25th calendar day of the
month, except that when a Reference Obligation
Payment Date falls on or after 25th calendar day of a
month, the Fixed Rate Payer Payment Date in respect

of such Reference Obligation Payment Date shall he
25th calendar day of the next following month;
provided that the final Fixed Rate Payer Payment Date
shall fall on the fifth Business Day following the
Effective Maturity Date.

Fixed Amount: In the relevant Confirmation, the parties shall specify
"Fixed Amount definition for underlying with no

4
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payment delay" or "Fixed Amount definition for
underlying with payment delay".

If "Fixed Amount definition for underlying with no
payment delay" is specified in the relevant
Confirmation, the Fixed Amount shall be, with respect
to any Fixed Rate Payer Payment Date, an amount
equal to the product of:

(a) the Fixed Rate;

(b) an amount determined by the Calculation Agent
equal to:

(i) the sum of the Reference Obligation
Notional Amount as at 5:00 p.m. in the
Calculation Agent City on each day in
the related Fixed Rate Payer Calculation
Period; divided by

(ii) the actual number of days in the related
Fixed Rate Payer Calculation Period;
and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

If "Fixed Amount definition for underlying with
payment delay" is specified in the relevant
Confirmation, then the Fixed Amount shall be with
respect to any Fixed Rate Payer Payment Date, an
amount equal to the product of:

(a) the Fixed Rate;

(b) the Reference Obligation Notional Amount
outstanding on the last day of the Reference
Obligation Calculation Period related to such
Fixed Rate Payer Payment Date, as adjusted
for any increases or decreases of the Reference
Obligation Notional Amount on the Reference
Obligation Payment Date immediately
preceding the related Reference Obligation
Payment Date; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Additional Fixed Amount (a) Each Fixed Rate Payer Payment Date; and

Payment Dates:
(b) in relation to each Additional Fixed Payment

Event-occurring after the second Business Day
prior to the last Fixed Rate Payer Payment
Date, the fifth Business Day after Buyer has
received notification from Seller or the

5
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Additional Fixed Payments:

Additional Fixed Payment
Event:

Additional Fixed Amount:

Calculation Agent of the occurrence of such
Additional Fixed Payment Event.

Following the occurrence of an Additional Fixed
Payment Event in respect of the Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount
to Seller on the first Additional Fixed Amount
Payment Date falling at least two Business Days (or in
the case of an Additional Fixed Payment Event that
occurs after the second Business Day prior to the last
Fixed Rate Payer Payment Date, five Business Days)
after the delivery of a notice by the Calculation Agent
to the parties or by Seller to Buyer stating that the
related Additional Fixed. Amount is due and showing
in reasonable detail how such Additional Fixed
Amount was determined; provided that any such
notice must be given on or prior to the fifth Business
Day following the day that is one calendar year after
the Effective Maturity Date.

The occurrence on or after the Effective Date and on
or before the day that is one calendar year after the
Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement
or an Interest Shortfall Reimbursement.

With respect to each Additional Fixed Amount
Payment Date, an amount equal to the sum of:

(a) the Writedown Reimbursement Payment
Amount (if any);

(b) the Principal Shortfall Reimbursement
Payment Amount (if any); and

(c) the Interest Shortfall Reimbursement Payment
Amount (if any).

For the avoidance of doubt, each Writedown
Reimbursement Payment Amount, Principal Shortfall
Reimbursement Payment Amount or Interest Shortfall
Reimbursement Payment Amount (as applicable) shall
be calculated using the Applicable Percentage which
takes into account the aggregate adjustment made to
the Applicable Percentage in respect of all Delivery
Dates that have occurred prior to the date of such
calculation.

3. Floating Payments:

Floating Rate Payer: Seller

Floating Rate Payer Payment In relation to a Floating Amount Event, the first Fixed
Rate Payer Payment Date falling at least two Business
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Dates:

Floating Payments:

Floating Amount Event:

Floating Amount:

Days (or in the case of a Floating Amount Event that
occurs on the Legal Final Maturity Date or the Final
Amortization Date, the fifth Business Day) after
delivery of a notice by the Calculation Agent to the
parties or a notice by Buyer to Seller that the related
Floating Amount is due and showing in reasonable
detail how such Floating Amount was determined,
provided that any such notice must be given on or prior
to the fifth Business Day following the Effective
Maturity Date.

If a Floating Amount Event occurs, then on the relevant
Floating Rate Payer Payment Date, Seller will pay the
relevant Floating Amount to Buyer. For the avoidance
of doubt, the Conditions to Settlement are not required
to be satisfied in respect of a Floating Payment.

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment
Date, an amount equal to the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount
(if any).

For the avoidance of doubt, each Writedown Amount,
Principal Shortfall Amount or Interest Shortfall
Payment Amount (as applicable) shall be calculated
using the Applicable Percentage which takes into
account the aggregate adjustment made to the
Applicable Percentage in respect of all Delivery Dates
that have occurred prior to the date of such calculation.

7
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4. Credit Events and Physical Settlement

Conditions to Settlement: Credit Event Notice

Notifying Party: Buyer

Notice of Physical Settlement

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in
Section 3.7 of the Credit
Derivatives Definitions;
provided that Servicer Reports
in respect of the Reference
Obligation and, in respect of a
Distressed Ratings Downgrade
Credit Event only, any public
communications by any of the
Rating Agencies in respect of
the Reference Obligation shall
also be deemed Public Sources.

Specified Number: 1

provided that if the Calculation Agent has previously
delivered a notice to the parties or Buyer has
previously delivered a notice to Seller pursuant to the
definition of "Floating Rate Payer Payment Dates"
above in respect of a Writedown or a Failure to Pay
Principal, the only Condition to Settlement with respect
to any Credit Event shall be a Notice of Physical
Settlement.

The parties agree that with respect to the Transaction
and notwithstanding anything to the contrary in the
Credit Derivatives Definitions:

(a) the Conditions to Settlement may be satisfied
on more than one occasion;

(b) multiple Physical Settlement Amounts may be
payable by Seller;

(c) Buyer, when providing a Notice of Physical
Settlement, must specify an Exercise Amount
and an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise Amount
that is less than the Reference Obligation
Notional Amount as of the date on which such
Notice of Physical Settlement is delivered
(calculated as though Physical Settlement in
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Credit Events:

respect of all previously delivered Notices of
Physical Settlement has occurred in full), the
rights and obligations of the parties under the
Transaction shall continue and Buyer may
deliver additional Notices of Physical
Settlement with respect to the initial Credit
Event or with respect to any additional Credit
Event at any time thereafter; and

(e) any Notice of Physical Settlement shall be
delivered no later than 30 calendar days after
the fifth Business Day following the earlier of
the Effective Maturity Date and the Optional
Step-up Early Termination Date.

Section 3.2(d) of the Credit Derivatives Definitions is
amended to delete the words "that is effective no later
than thirty calendar days after the Event Determination
Date".

Section 3.3 of the Credit Derivatives Definitions is
amended so that the following is added as sub-clause
(d):

"(d) the expiration of any applicable grace period for a
Failure to Pay Principal Credit Event".

The following Credit Events shall apply to the
Transaction (and the first sentence of Section 4.1 of the
Credit Derivatives Definitions shall be amended
accordingly):

Failure to Pay Principal

Writedown

Additional Credit Event (as shown in the
relevant Confirmation).

Obligation:

Interest Shortfall Payment
Amount:

Interest Shortfall Cap:

Reference Obligation Only

In respect of an Interest Shortfall, the relevant Interest
Shortfall Amount; provided that, if Interest Shortfall Cap is
specified as applicable in the relevant Confirmation and the
Interest Shortfall Amount exceeds the Interest Shortfall Cap
Amount, the Interest Shortfall Payment Amount in respect
of such Interest Shortfall shall be the Interest Shortfall Cap
Amount.

As shown in the relevant Confirmation.
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Interest Shortfall Cap Amount:

Actual Interest Amount:

WAC Cap Interest Provision:

Expected Interest Amount:

As set out in the Interest Shortfall Cap Annex.

With respect to any Reference Obligation Payment Date,
payment by or on behalf of the Issuer of an amount in
respect of interest due under the Reference Obligation
(including, without limitation, any deferred interest or
default interest but excluding payments in respect of
prepayment penalties, yield maintenance provisions or
principal, except that the Actual Interest Amount shall
include any payment of principal representing capitalized
interest that relates to the Term of the Transaction) to the
holder(s) of the Reference Obligation in respect of the
Reference Obligation.

As shown in the relevant Confirmation.

For this purpose, "WAC Cap" means a weighted average
coupon or weighted average rate cap provision (however
defined in the Underlying Instruments) of the Underlying
Instruments that limits, increases or decreases the interest
rate or interest entitlement in circumstances where the
Underlying Instruments as at the Trade Date and without
regard to any subsequent amendments, do not provide for
any interest shortfall arising as a result of such provision to
be deferred, capitalized or otherwise compensated for at any
future time.

With respect to any Reference Obligation Payment Date, the
amount of current interest that would accrue during the
related Reference Obligation Calculation Period calculated
using the Reference Obligation Coupon on a principal
balance of the Reference Obligation equal to:

(a) the Outstanding Principal Amount taking into
account any reductions due to a principal deficiency
balance or realized loss amount (however described
in the Underlying Instruments) that are attributable
to the Reference Obligation minus

(b) the Aggregate Implied Writedown Amount (if any)

and that will be payable on the related Reference Obligation
Payment Date assuming for this purpose that sufficient
funds are available therefor in accordance with the
Underlying Instruments. Except as provided in (a) in the
previous sentence, the Expected Interest Amount shall be
determined without regard to (i) unpaid amounts in respect
of accrued interest on prior Reference Obligation Payment
Dates, or (ii) any prepayment penalties or yield maintenance
provisions.

The Expected Interest Amount shall be determined:

(x) if WAC Cap Interest Provision is specified as

applicable in the relevant Confirmation, after giving
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effect to any WAC Cap; and

(y) if WAC Cap Interest Provision is specified as not
applicable in the relevant Confirmation, without
giving effect to any WAC Cap; and

in either case without regard to the effect of any provisions
(however described) of such Underlying Instruments that
otherwise permit the limitation of due payments to
distributions of funds available from proceeds of the
Underlying Assets, or that provide for the capitalization or
deferral of interest on the Reference Obligation during the
Term of the Transaction, or that provide for the
extinguishing or reduction of such payments or distributions
(each a "Limitation Provision") (but, for the avoidance of
doubt, taking account of any Writedown within paragraph
(i) of the definition of "Writedown" occurring in accordance
with the Underlying Instruments).

For the purposes of calculating the Expected Interest
Amount, and notwithstanding any other provision herein,
the Reference Obligation Coupon shall be deemed to include
any cap stated in the Underlying Instrument that is not a
Limitation Provision and, where WAC Cap Interest
Provision is specified as not applicable in the relevant
Confirmation, is not a WAC Cap.

Interest Shortfall: With respect to any Reference Obligation Payment Date,
either (a) the non-payment of an Expected Interest Amount
or (b) the payment of an Actual Interest Amount that is less
than the Expected Interest Amount.

For the avoidance of doubt, the occurrence of an event
within (a) or (b) shall be determined taking into account any
payment made under the Reference Policy, if applicable.

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date, an
amount equal to the greater of:

(a) zero; and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;

minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference Obligation
Payment Date only, the Interest Shortfall Amount shall be

Note that this will not impact the determination of "Expected Interest Amount" in respect of a
Reference Obligation that does not have a Limitation Provision.
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Interest Shortfall
Reimbursement:

Interest Shortfall
Reimbursement Amount:

Interest Shortfall
Reimbursement Payment
Amount:

the amount determined in accordance with (a) and (b) above
multiplied by a fraction equal to:

(x) the number of days in the first Fixed Rate Payer
Calculation Period, over

(y) the number of days in the first Reference Obligation
Calculation Period.

With respect to any Reference Obligation Payment Date, the
payment by or on behalf of the Issuer of an Actual Interest
Amount in respect of the Reference Obligation that is
greater than the Expected Interest Amount.

With respect to any Reference Obligation Payment Date, the
product of (a) the amount of any Interest Shortfall
Reimbursement on such day and (b) the Applicable
Percentage.

If Interest Shortfall Cap is specified as not applicable in the
relevant Confirmation, the relevant Interest Shortfall
Reimbursement Amount. If Interest Shortfall Cap is
specified as applicable in the relevant Confirmation, the
amount determined pursuant to the Interest Shortfall Cap
Annex.

6. Consequences of Step-up of the Reference Obligation Coupon

Step-up provisions:

Step-up:

Non-Call Notification Date:

Non-Call Notice:

Increase of the Fixed Rate:

As shown in the relevant Confirmation.

If the Step-up provisions are applicable, then the following
provisions of this paragraph 6 shall apply.

On any day, an increase in the Reference Obligation Coupon
due to the failure of the Issuer or a third party to exercise, in
accordance with the Underlying Instruments, a "clean-up
call" or other right to purchase, redeem, cancel or terminate
(however described in the Underlying Instruments) the
Reference Obligation.

The date of delivery by the Calculation Agent to the parties
or by Buyer to Seller of a Non-Call Notice.

A notice given by the Calculation Agent to the parties or by
Buyer to Seller that the Reference Obligation has not been
purchased, redeemed, cancelled or terminated by the Issuer
or a third party, in accordance with the Underlying
Instruments, pursuant to a "clean-up call" or other right to
purchase, redeem, cancel or terminate (however described in
the Underlying Instruments) the Reference Obligation,
which failure will result in the occurrence of a Step-up.

Subject to "Optional Step-up Early Termination" below,
upon the occurrence of a Step-up, the Fixed Rate will be
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Optional Step-up Early
Termination:

increased by the number of basis points by which the
Reference Obligation Coupon is increased due to the
Step-up, such increase to take effect as of the Fixed Rate
Payer Payment Date immediately following the fifth
Business Day after the Non-Call Notification Date.

No later than five Business Days after the Non-Call
Notification Date, Buyer shall notify Seller (such
notification, a "Buyer Step-up Notice") whether Buyer
wishes to continue the Transaction at the increased Fixed
Rate or to terminate the Transaction.

If Buyer elects to terminate the Transaction, the date of
delivery of the Buyer Step-up Notice shall be the Scheduled
Termination Date (such date, the "Optional Step-up Early
Termination Date") and in such case "Increase of the Fixed
Rate" in this paragraph 6 shall not apply.

No amount shall be payable by either party in respect of the
Optional Step-up Early Termination Date other than any
Fixed Amount, Additional Fixed Amount, Floating Amount
or Physical Settlement Amount calculated in accordance
with the terms hereof. For the avoidance of doubt, the
obligation of a party to pay any amount that has become due
and payable under the Transaction and remains unpaid as at
the Optional Step-up Early Termination Date shall not be
affected by the occurrence of the Optional Step-up Early
Termination Date.

If Buyer fails to deliver the Buyer Step-up Notice by the
fifth Business Day after the Non-Call Notification Date,
Buyer shall be deemed to have elected to continue the
Transaction at the increased Fixed Rate as described under
"Increase of the Fixed Rate".

If Buyer elects, or is deemed to have elected, to continue the
Transaction at the increased Fixed Rate, the Transaction
shall continue.

7. Settlement Terms

Settlement Method: Physical Settlement

Terms Relating to Physical Settlement:

Physical Settlement Period:

Deliverable Obligations:

Deliverable Obligations:

Physical Settlement Amount:

Five Business Days

Exclude Accrued Interest

Deliverable Obligation Category: Reference Obligation
Only

An amount equal to:
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Delayed Payment:

Escrow:

Non-delivery by Buyer or
occurrence of the Effective
Maturity Date:

(a) the product of the Exercise Amount and the
Reference Price; minus

(b) the sum of:

(i) if the Aggregate Implied Writedown
Amount is greater than zero, the product
of (A) the Aggregate Implied Writedown
Amount, (B) the Applicable Percentage,
each as determined immediately prior to
the relevant Delivery and (C) the relevant
Exercise Percentage; and

(ii) the product of (A) the aggregate of all
Writedown Amounts in respect of
Writedowns within paragraph (i)(B) of the
definition of "Writedown" minus the
aggregate of all Writedown
Reimbursement Amounts in respect of
Writedown Reimbursements within
paragraph (ii)(B) of the definition of
"Writedown Reimbursement" and (B) the
relevant Exercise Percentage;

provided that if the Physical Settlement Amount would
exceed the product of:

(1) the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical
Settlement is delivered calculated as though
Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has
occurred in full; and

(2) the Exercise Percentage;

then the Physical Settlement Amount shall be deemed to be
equal to such product.

With respect to a Delivery Date, if a Servicer Report that
describes a Delayed Payment is delivered to holders of the
Reference Obligation or to the Calculation Agent on or
after such Delivery Date, Buyer will pay the applicable
Delayed Payment Amount to Seller no later than five
Business Days following the later of (a) the day on which
such Servicer Report is delivered and (b) the day on which
such Delayed Payment is due and payable.

Applicable

If Buyer has delivered a Notice of Physical Settlement and:

(a) Buyer does not Deliver in full the Deliverable
Obligations specified in that Notice of Physical
Settlement on or prior to the Physical Settlement
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Date; or

(b) the Effective Maturity Date occurs after delivery
of the Notice of Physical Settlement but before
Buyer Delivers the Deliverable Obligations
specified in that Notice of Physical Settlement;

then such Notice of Physical Settlement shall be deemed
not to have been delivered and any reference in these CDS
on MBS Terms to a previously delivered Notice of
Physical Settlement shall exclude any Notice of Physical
Settlement that is deemed not to have been delivered.
Sections 9.2(c)(ii) (except for the first sentence thereof),
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives
Definitions shall not apply.

8. Additional Provisions:

(a) Delivery of Servicer Report

If either party makes a request in writing, the Calculation Agent agrees to provide such party
with a copy of the most recent Servicer Report promptly following receipt of such request, if
and to the extent such Servicer Report is reasonably available to the Calculation Agent
(whether or not the Calculation Agent is a holder of the Reference Obligation). In addition, if
a Floating Payment or an Additional Fixed Payment is due hereunder, then the Calculation
Agent or the party that notifies the other party that the relevant Floating Payment or
Additional Fixed Payment is due, as applicable, (the "Notifying Party") shall deliver a copy of
any Servicer Report relevant to such payment that is requested by the party that is not the
Notifying Party or by either party where the Notifying Party is the Calculation Agent, if and
to the extent that such Serviccr Report is reasona-bly available to the Notifying Party (whether
or not the Notifying Party is a holder of the Reference Obligation).

(b) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating (i) the Fixed
Amount payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating
Amount Event and the related Floating Amount and (iii) the occurrence of an Additional
Fixed Payment Event and the related Additional Fixed Amount; provided that
notwithstanding the above, each of Buyer and Seller shall be entitled to determine and
calculate the above amounts to the extent that Buyer or Seller, as applicable, has the right to
deliver a notice to the other party demanding payment of such amount. The Calculation
Agent or Buyer or Seller, as applicable, shall make such determinations and calculations
based solely on the basis of the Servicer Reports, to the extent such Servicer Reports are
reasonably available to the Calculation Agent or such party. The Calculation Agent or Buyer
or Seller, as applicable, shall, as soon as practicable after making any of the determinations or
calculations specified in (i) and (ii) above, notify the parties or the other party, as applicable,
of such determinations and calculations. For the avoidance of doubt, if an Interest Shortfall
Amount is not explicitly set out in the Servicer Report but the Calculation Agent determines
that an Interest Shortfall has occurred on the basis of information in such Servicer Report,
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then the relevant Interest Shortfall Amount shall be calculated by the Calculation Agent on
the basis of such information.5

(c) Adjustment of Calculation Agent Determinations

To the extent that a Servicer furnishes any Servicer Reports correcting information contained
in previously issued Servicer Reports, and such corrections impact calculations pursuant,to
the Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by
the Calculation Agent to reflect the corrected information (provided that, for the avoidance of

doubt, no amounts in respect of interest shall be payable by either party and provided that the

Calculation Agent in performing the calculations pursuant to this paragraph will assume that
no interest has accrued on any adjusted amount), and the Calculation Agent shall promptly

notify both parties of any corrected payments required by either party. Any required corrected

payments shall be made within five Business Days of the day on which such notification by
the Calculation Agent is effective.

9. Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Sections 4.1,.8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as

Section 3(a)(iv) of the form of Novation Agreement set forth in Exhibit E to the Credit

Derivatives Definitions to the Reference Entity shall be deemed to be references to both the

Reference Entity and the Insurer in respect of the Reference Policy, if applicable.

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit
Derivatives Definitions shall be amended by (i) inserting the words "the Insurer in

respect of the Reference Policy, if applicable" at the end of subparagraph (a)(ii)(A)
thereof, (ii) inserting the words ", servicer, sub-servicer, master servicer" before the

words "or paying agent" in subparagraph (a)(ii)(B) thereof and (iii) deleting the word
1or" at the end of subparagraph (a)(iii) thereof and inserting at the end of

subparagraph (a)(iv) thereof the following: "or (v) is information contained in a

notice or on a website published by an internationally recognized rating agency that
has at any time rated the Reference Obligation".

(ii) The definition of "Physical Settlement" in Section 8.1 of the Credit Derivatives
Definitions shall be amended by (i) deleting the words "Physical Settlement Amount"

from the last line of the second paragraph thereof and (ii) inserting in lieu thereof the
words "Exercise Amount".

(iii) The definition of "Physical Settlement Date" in Section 8.4 of the Credit Derivatives
Definitions shall be amended by deleting the last sentence thereof.

This is intended to cover any situation in which the Servicer Report does not report on Interest
Shortfalls.
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(c) For the purposes of the Transaction only, the following terms have the meanings given below:

"Actual Principal Amount" means, with respect to the Final Amortization Date or the Legal
Final Maturity Date, an amount paid on such day by or on behalf of the Issuer in respect of
principal (excluding any amount representing capitalized interest that relates to the Term of
the Transaction) to the holder(s) of the Reference Obligation in respect of the Reference
Obligation.

"Aggregate Implied Writedown Amount" means the greater of (i) zero and (ii) the aggregate
of all Implied Writedown Amounts minus the aggregate of all Implied Writedown
Reimbursement Amounts.

"Current Factor" means the factor of the Reference Obligation as specified in the most recent

Servicer Report; provided that if the factor is not specified in the most recent Servicer Report
or the factor specified includes deferred or capitalized interest that relates to the Term of the
Transaction, then the Current Factor shall be the ratio equal to (i) the Outstanding Principal
Amount as of such date, determined in accordance with the most recent Servicer Report over

(ii) the Original Principal Amount.

"Current Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, an amount determined as of the last day of such Reference Obligation
Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of:

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the Pari Passu
Amount plus the Senior Amount minus the aggregate outstanding
asset pool balance securing the payment obligations on the Reference
Obligation (all such outstanding asset pool balances as obtained by
the Calculation Agent from the most recently dated Servicer Report
available as of such day), calculated based on the face amount of the
assets then in such pool, whether or not any such asset is performing.

"Delayed Payment" means, with respect to a Delivery Date, a Principal Payment, Principal

Shortfall Reimbursement or a Writedown Reimbursement within paragraph (i) of the

definition of "Writedown Reimbursement" that is described in a Servicer Report delivered to
holders of the Reference Obligation or to the Calculation Agent on or after such Delivery
Date.

"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation

as of a date prior to a Delivery Date are paid a Delayed Payment on or after such Delivery
Date, an amount equal to the product of (i) the sum of all such Delayed Payments, (ii) the
Reference Price, (iii) the Applicable Percentage immediately prior to such Delivery Date and
(iv) the Exercise Percentage.
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"Distressed Ratings Downgrade" means that the Reference Obligation:

(i) if publicly rated by Moody's, (A) is downgraded to "Caa2" or below by Moody's or
(B) has the rating assigned to it by Moody's withdrawn and, in either case, not

reinstated within five Business Days of such downgrade or withdrawal; provided that

if such Reference Obligation was assigned a public rating of "Baa3" or higher by
Moody's immediately prior to the occurrence of such withdrawal, it shall not
constitute a Distressed Ratings Downgrade if such Reference Obligation is assigned a

public rating of at least "Caal" by Moody's within three calendar months after such
withdrawal; or

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC" or below by
Standard & Poor's or (B) has the rating assigned to it by Standard & Poor's

withdrawn and, in either case, not reinstated within five Business Days of such
downgrade or withdrawal; provided that if such Reference Obligation was assigned a

public rating of "BBB-" or higher by Standard & Poor's immediately prior to the

occurrence of such withdrawal, it shall not constitute a Distressed Ratings Downgrade
if such Reference Obligation is assigned a public rating of at least "CCC+" by
Standard & Poor's within three calendar months after such withdrawal; or

(iii) if publicly rated by Fitch, (A) is downgraded to "CCC" or below by Fitch or (B) has
the rating assigned to it by Fitch withdrawn and, in either case, not reinstated within

five Business Days of such downgrade or withdrawal; provided that if such Reference

Obligation was assigned a public rating of "BBB-" or higher by Fitch immediately

prior to the occurrence of such withdrawal, it shall not constitute a Distressed Ratings
Downgrade if such Reference Obligation is assigned a public rating of at least

"CCC+" by Fitch within three calendar months after such withdrawal.

"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the

Final Amortization Date.

"Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of

Physical Settlement relates equal to the product of (i) the original face amount of the

Reference Obligation to be Delivered by Buyer to Seller on the applicable Physical

Settlement Date; and (ii) the Current Factor as of such date. The Exercise Amount to which a

Notice of Physical Settlement relates shall (A) be equal to or less than the Reference

Obligation Notional Amount (determined, for this purpose, without regard to the effect of any

Writedown or Writedown Reimbursement within paragraphs (i)(B) or (iii) of "Writedown" or

paragraphs (ii)(B) or (iii) of "Writedown Reimbursement", respectively) as of the date on

which the relevant Notice of Physical Settlement is delivered calculated as though the

Physical Settlement of all previously delivered Notices of Physical Settlement has occurred in

full and (B) not be less than the lesser of (1) the Reference Obligation Notional Amount as of

the date on which the relevant Notice of Physical Settlement is delivered calculated as though

Physical Settlement in respect of all previously delivered Notices of Physical Settlement has

occurred in full and (2) USD100,000. The cumulative original face amount of Deliverable

Obligations specified in all Notices of Physical Settlement shall not at any time exceed the

Initial Face Amount. For the avoidance of doubt: (a) if any capitalization or deferral of

interest in respect of the Reference Obligation has occurred during the Term of the

Transaction and has not been recovered by holders of the Reference Obligation pursuant to

the terms of the Underlying Instruments, then, for the purpose of determining the amount of

Deliverable Obligations to be Delivered, the Exercise Amount (determined above by
reference to the original face amount) will represent an outstanding principal balance of the

Reference Obligation to be Delivered by Buyer that includes the proportion of unrecovered

interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding the
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foregoing, the Physical Settlement Amount payable by Seller in relation to such Exercise

Amount shall not include any amount in respect of such unrecovered interest.

"Exercise Percentage" means, with respect to a Notice of Physical Settlement, a percentage

equal to the original face amount of the Deliverable Obligations specified in such Notice of

Physical Settlement divided by an amount equal to (i) the Initial Face Amount minus (ii) the

aggregate of the original face amount of all Deliverable Obligations specified in all previously

delivered Notices of Physical Settlement.

"Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal

Final Maturity Date, an amount equal to (i) the Outstanding Principal Amount of the

Reference Obligation payable on such day (excluding any amount representing capitalized

interest that relates to the Term of the Transaction) assuming for this purpose that sufficient

funds are available for such payment, where such amount shall be determined in accordance

with the Underlying Instruments, minus (ii) the sum of (A) the Aggregate Implied Writedown

Amount (if any) and (B) the net aggregate principal deficiency balance or realized loss

amounts (however described in the Underlying Instruments) that are attributable to the

Reference Obligation. The Expected Principal Amount shall be determined without regard to

the effect of any provisions (however described) of the Underlying Instruments that permit the

limitation of due payments or distributions of funds in accordance with the terms of such

Reference Obligation or that provide for the extinguishing or reduction of such payments or

distributions.

"Failure to Pay Principal" means (i) a failure by the Reference Entity (or any Insurer) to pay

an Expected Principal Amount on the Final Amortization Date or the Legal Final Maturity

Date, as the case may be, or (ii) payment on any such day of an Actual Principal Amount that

is less than the Expected Principal Amount; provided that the failure by the Reference Entity

(or any Insurer) to pay any such amount in respect of principal in accordance with the

foregoing shall not constitute a Failure to Pay Principal if such failure has been remedied

within any grace period applicable to such payment obligation under the Underlying

Instruments or, if no such grace period is applicable, within three Business Days after the day

on which the Expected Principal Amount was scheduled to be paid.

"Final Amortization Date" means the first to occur of (i) the date on which the Reference

Obligation Notional Amount is reduced to zero and (ii) the date on which the assets securing

the Reference Obligation or designated to fund amounts due in respect of the Reference

Obligation are liquidated, distributed or otherwise disposed of in full and the proceeds thereof

are distributed or otherwise disposed of in full.

"Fitch" means Fitch Ratings or any successor to its rating business.

"Implied Writedown Amount" means, (i) if the Underlying Instruments do not provide for

writedowns, applied losses, principal deficiencies or realized losses as described in (i) of the

definition of "Writedown" to occur in respect of the Reference Obligation, on any Reference

Obligation Payment Date, an amount determined by the Calculation Agent equal to the

excess, if any, of the Current Period Implied Writedown Amount over the Previous Period

Implied Writedown Amount, in each case in respect of the Reference Obligation Calculation

Period to which such Reference Obligation Payment Date relates, and (ii) in any other case,

zero.

"Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by

(ii) the Pari Passu Amount.

"Implied Writedown Reimbursement Amount" means, (i) if the Underlying Instruments do

not provide for writedowns, applied losses, principal deficiencies or realized losses as
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described in (i) of the definition of "Writedown" to occur in respect of the Reference
Obligation, on any Reference Obligation Payment Date, an amount determined by the
Calculation Agent equal to the excess, if any, of the Previous Period Implied Writedown
Amount over the Current Period Implied Writedown Amount, in each case in respect of the
Reference Obligation Calculation Period to which such Reference Obligation Payment Date
relates, and (ii) in any other case, zero, provided that the aggregate of all Implied Writedown
Reimbursement Amounts at any time shall not exceed the Outstanding Principal Amount.

"Legal Final Maturity Date" means the date set out in paragraph I above (subject, for the
avoidance of doubt, to any business day convention applicable to the legal final maturity date
of the Reference Obligation), provided that if the legal final maturity date of the Reference
Obligation is amended, the Legal Final Maturity Date shall be such date as amended. .

"Moody's" means Moody's Investors Service, Inc. or any successor to its rating business.

"Outstanding Principal Amount" means, as of any date of determination with respect to the
Reference Obligation, the outstanding principal balance of the Reference Obligation as of
such date, which shall take into account:

(i) all payments of principal;

(ii) all writedowns or applied losses (however described in the Underlying Instruments)
resulting in a reduction in the outstanding principal balance of the Reference
Obligation (other than as a result of a scheduled or unscheduled payment of
principal);

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant to an
amendment to the Underlying Instruments resulting in a reduction in the outstanding
principal balance of the Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this
definition; and

(v) any increase in the outstanding principal balance of the Reference Obligation that
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition;
and

(vi) any increase in the outstanding principal balance of the Reference Obligation that is
attributable to the deferral or capitalization of interest prior to the Effective Date.

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion
of the outstanding principal balance of the Reference Obligation that is attributable to the
deferral or capitalization of interest during the Term of this Transaction.

"Pari Passu Amount" means, as of any date of determination, the aggregate of the
Outstanding Principal Amount of the Reference Obligation and the aggregate outstanding
principal balance of all obligations of the Reference Entity secured by the Underlying Assets
and ranking pari passu in priority with the Reference Obligation.

"Previous Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, the Current Period Implied Writedown Amount as determined in relation
to the last day of the immediately preceding Reference Obligation Calculation Period.

"Principal Payment" means, with respect to any Reference Obligation Payment Date, the
occurrence of a payment of an amount to the holders of the Reference Obligation in respect of
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principal (scheduled or unscheduled) in respect of the Reference Obligation other than a
payment in respect of principal representing capitalized interest that relates to the Term of the
Transaction, excluding, for the avoidance of doubt, any Writedown Reimbursement or
Interest Shortfall Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date,
an amount equal to the product of (i) the amount of any Principal Payment on such date and
(ii) the Applicable Percentage.

"Principal Shortfall Amount" means, in respect of a Failure to Pay Principal, an amount equal
to the greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the Actual Principal Amount;

(B) the Applicable Percentage; and

(C) 'the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional
Amount immediately prior to the occurrence of such Failure to Pay Principal, then the
Principal Shortfall Amount shall be deemed to be equal to the Reference Obligation Notional
Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to any day, the payment by or on
behalf of the Issuer of an amount in respect of the Reference Obligation in or toward the
satisfaction of any deferral of or failure to pay principal arising from one or more prior
occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of
(i) the amount of any Principal Shortfall Reimbursement on such day, (ii) the Applicable
Percentage and (iii) the Reference Price.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional
Fixed Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in
respect of all Principal Shortfall Reimbursements (if any) made during the Reference
Obligation Calculation Period relating to such Additional Fixed Amount Payment Date,
provided that the aggregate of all Principal Shortfall Reimbursement Payment Amounts at
any time shall not exceed the aggregate of all Floating Amounts paid by Seller in respect of
occurrences of Failure to Pay Principal prior to such Additional Fixed Amount Payment Date.

"Rating Agencies" means Fitch, Moody's and Standard & Poor's.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation
Payment Date, a period corresponding to the interest accrual period relating to such Reference
Obligation Payment Date pursuant to the Underlying Instruments.

"Reference Obligation Coupon" means the periodic interest rate applied in relation to each
Reference Obligation Calculation Period on the related Reference Obligation Payment Date,
as determined in accordance with the terms of the Underlying Instruments as at the Effective
Date, without regard to any subsequent amendment.
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"Reference Obligation Payment Date" means (i) each scheduled distribution date for the
Reference Obligation occurring on or after the Effective Date and on or prior to the Scheduled
Termination Date, determined in accordance with the Underlying Instruments and (ii) any day
after the Effective Maturity Date on which a payment is made in respect of the Reference
Obligation.

"Relevant Amount" means, if a Servicer Report that describes a Principal Payment,
Writedown or Writedown Reimbursement (other than a Writedown Reimbursement within
paragraph (i) of "Writedown Reimbursement"), in each case that has the effect of decreasing
or increasing the interest-accruing principal balance of the Reference Obligation as of a date
prior to a Delivery Date but such Servicer Report is delivered to holders of the Reference
Obligation or to the Calculation Agent on or after such Delivery Date, an amount equal to the
product of (i) the sum of any such Principal Payment (expressed as a positive amount),
Writedown (expressed as a positive amount) or Writedown Reimbursement (expressed as a
negative amount), as applicable; (ii) the Reference Price; (iii) the Applicable Percentage
immediately prior to such Delivery Date; and (iv) the Exercise Percentage.

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all
obligations of the Reference Entity secured by the Underlying Assets and ranking senior in
priority to the Reference Obligation.

"Servicer" means any trustee, servicer, sub-servicer, master servicer, fiscal agent, paying
agent or other similar entity responsible for calculating payment amounts or providing reports
pursuant to the Underlying Instruments.

"Servicer Reports" means periodic statements or reports regarding the Reference Obligation
provided by the Servicer to holders of the Reference Obligation.

"Standard & Poor's" means Standard & Poor's Rating Services, a division of The McGraw-
Hill Companies, Inc. or any successor to its rating business.

"Underlying Assets" means the assets securing the Reference Obligation for the benefit of the
holders of the Reference Obligation and which are expected to generate the cashflows
required for the servicing and repayment (in whole or in part) of the Reference Obligation, or
the assets to which a holder of such Reference Obligation is economically exposed where
such exposure is created synthetically.

"Underlying Instruments" means the indenture, trust agreement, pooling and servicing
agreement or other relevant agreement(s) setting forth the terms of the Reference Obligation.

"Writedown" means the occurrence at any time on or after the Effective Date of:

(i) (A) a writedown or applied loss (however described in the Underlying
Instruments) resulting in a reduction in the Outstanding Principal Amount
(other than as a result of a scheduled or unscheduled payment of principal);
or

(B) the attribution of a principal deficiency or realized loss (however described in
the Underlying Instruments) to the Reference Obligation resulting in a
reduction or subordination of the current interest payable on the Reference
Obligation;

(ii) the forgiveness of any amount of principal by the holders of the Reference Obligation
pursuant to an amendment to the Underlying Instruments resulting in a reduction in
the Outstanding Principal Amount; or
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(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (i) above to occur in respect of the
Reference Obligation, an Implied Writedown Amount being determined in respect of
the Reference Obligation by the Calculation Agent.

"Writedown Amount" means, with respect to any day, the product of (i) the amount of any
Writedown on such day, (ii) the Applicable Percentage and (iii) the Reference Price.

"Writedown Reimbursement" means, with respect to any day, the occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference
Obligation in reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount
of the Reference Obligation to reflect the reversal of any prior Writedowns;
or

(B) a decrease in the principal deficiency balance or realized loss amounts
(however described in the Underlying Instruments) attributable to the
Reference Obligation; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (ii) above to occur in respect of the
Reference Obligation, an Implied Writedown Reimbursement Amount being
determined in respect of the Reference Obligation by the Calculation Agent.

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the
product of:

(i) the sum of all Writedown Reimbursements on that day;

(ii) the Applicable Percentage; and

(iii) the Reference Price.

"Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed
Amount Payment Date, the sum of the Writedown Reimbursement Amounts in respect of all
Writedown Reimbursements (if any) made during the Reference Obligation Calculation
Period relating to such Additional Fixed Amount Payment Date, provided that the aggregate
of all Writedown Reimbursement Payment Amounts at any time shall not exceed the
aggregate of all Floating Amounts paid by Seller in respect of Writedowns occurring prior to
such Additional Fixed Amount Payment Date.
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Interest Shortfall Cap Annex

If Interest Shortfall Cap is specified as applicable in the relevant Confirmation, then the
following provisions will apply:

Interest Shortfall Cap Basis:

Interest Shortfall Cap Amount:

Interest Shortfall
Compounding:

Interest Shortfall
Reimbursement Payment
Amount:

As shown in the relevant Confirmation.

If the Interest Shortfall Cap Basis is Fixed Cap, the Interest
Shortfall Cap Amount in respect of an Interest Shortfall
shall be the Fixed Amount calculated in respect of the Fixed
Rate Payer Payment Date immediately following the
Reference Obligation Payment Date on which the relevant
Interest Shortfall occurred.

If the Interest Shortfall Cap Basis is Variable Cap, the
Interest Shortfall Cap Amount applicable in respect of a
Floating Rate Payer Payment Date shall be an amount equal
to the product of:

(a) the sum of the Relevant Rate and the Fixed Rate
applicable to the Fixed Rate Payer Calculation Period
immediately preceding the Reference Obligation
Payment Date on which the relevant Interest Shortfall
occurs;

(b) the amount determined by the Calculation Agent
under sub-clause (b) of the definition of "Fixed
Amount" in relation to the relevant Fixed Rate Payer
Payment Date; and

(c) the actual number of days in such Fixed Rate Payer
Calculation Period divided by 360.

As shown in the relevant Confirmation.

If Interest Shortfall Cap is specified as applicable in the
relevant Confirmation, then with respect to the first
Additional Fixed Amount Payment Date, zero, and with
respect to any subsequent Additional Fixed Amount
Payment Date and calculated as of the Reference Obligation
Payment Date immediately preceding such Additional Fixed
Amount Payment Date, as specified by the Calculation
Agent in its notice to the parties or by Seller in its notice to
Buyer of the existence of an Interest Shortfall
Reimbursement, an amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall
Payment Amount as of the
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Additional Fixed Amount
Payment Date immediately
preceding such Reference
Obligation Payment Date; and

(B) either:

(1) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor for
the Fixed Rate Payer
Calculation Period
immediately preceding
such Additional Fixed
Amount Payment Date (or
1.0 in respect of any
Additional Fixed Amount
Payment Date occurring
after the final Fixed Rate
Payer Payment Date); or

(2) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

minus

(ii) the Cumulative Interest Shortfall Amount
as of such Reference Obligation Payment
Date;

provided that if the Interest Shortfall Reimbursement
Payment Amount on an Additional Fixed Amount Payment
Date would exceed the Interest Shortfall Reimbursement
Amount in respect of the related Reference Obligation
Payment Date, then such Interest Shortfall Reimbursement
Payment Amount shall be deemed to be equal to such
Interest Shortfall Reimbursement Amount.

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date, an

Amount: amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as
of the Reference Obligation Payment Date
immediately preceding such Reference
Obligation Payment Date or, in the case of
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the first Reference Obligation Payment
Date, zero; plus

(ii) the Interest Shortfall Amount (if any) in
respect of such Reference Obligation
Payment Date; plus

(iii) either:

(A) if Interest Shortfall Compounding is
specified as applicable in the
relevant Confirmation, an amount
determined by the Calculation
Agent as the amount of interest that
would accrue on the Cumulative
Interest Shortfall Amount
immediately preceding such
Reference Obligation Payment Date
during the related Reference
Obligation Calculation Period
pursuant to the Underlying
Instruments or, in the case of the
first Reference Obligation Payment
Date, zero; or

(B) if Interest Shortfall Compounding is
specified as not applicable in the
relevant Confirmation, 0; minus

(iv) the Interest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Amount shall be multiplied by a fraction
equal to (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Amount calculated as of the Reference
Obligation Payment Date occurring immediately after such
Reference Obligation Calculation Period shall be multiplied
by a fraction equal to (a) the Applicable Percentage
immediately following the final Delivery made during such
Reference Obligation Calculation Period over (b) the
Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation
Calculation Period.
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Cumulative Interest Shortfall The Cumulative Interest Shortfall Payment Amount with
Payment Amount: respect to any Fixed Rate Payer Payment Date and any

Additional Fixed Amount Payment Date falling on such
Fixed Rate Payer Payment Date shall be an amount equal to
the greater of:

(a) zero; and

(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment
Amount for the Reference
Obligation Payment Date
corresponding to such Fixed Rate
Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest
Shortfall Payment Amount
as of the Fixed Rate Payer
Payment Date immediately
preceding such Fixed Rate
Payer Payment Date (or
zero in the case of the first
Fixed Rate Payer Payment
Date); and

(2) eiher:

(AA) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor; or

(BB) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

minus

(ii) any Interest Shortfall Reimbursement
Payment Amount paid on such Fixed Rate
Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date
falling after the final Fixed Rate Payer Payment Date, the
Cumulative Interest Shortfall Payment Amount shall be
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equal to:

(x) the Cumulative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate
Payer Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring
after the final Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment
Amount paid on such Additional Fixed Amount
Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Payment Amount shall be multiplied by a
fraction equal to (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery; provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Payment Amount calculated as of the
Reference Obligation Payment Date occurring immediately
after such Reference Obligation Calculation Period shall be
multiplied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made
during such Reference Obligation Calculation Period and (b)
the Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation
Calculation Period.
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Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an
Payment Compounding Factor- amount equal to the sum of:

(a) 1.0;

plus

(b) the product of:

(i) the sum of (A) the Relevant Rate plus (B)
the Fixed Rate; and

(ii) the actual number of days in such Fixed
Rate Payer Calculation Period divided by
360;

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period, the
Floating Rate, expressed as a decimal number with seven
decimal places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this
paragraph;

(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period" for purposes of such
determination; and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate
Source;

(ii) the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the Effective
Maturity Date to and including the Termination Date.

Rate Source: As shown in the relevant Confirmation.
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Schedule

Form of Novation Confirmation

[Headed paper of Party A]

NOVATION CONFIRMATION

for use with the ISDA Standard Terns Supplement for use with Credit Derivative Transaction on
Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement as published by the

International Swaps and Derivatives Association, Inc.

Date:

To: [Name and Address or Facsimile Number of Party B and Party C]

From: [Party A]

Re: Novation Transaction

Dear :

The purpose of this [facsimile][letter] is to confirm the terms and conditions of the Novation
Transaction entered into between the parties and effective from the Novation Date specified below.
This Novation Confirmation constitutes a "Confirmation" as referred to in the New Agreement
specified below.

I. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the
"Definitions"), the terms and provisions of the 2003 ISDA Credit Derivatives Definitions (the "Credit
Derivatives Definitions"), as published by the International Swaps and Derivatives Association, Inc.
and amended from time to time and the Annex hereto are each incorporated in this Novation
Confirmation. In the event of any inconsistency between (i) the Definitions (as amended by the
Annex hereto), (ii) the Credit Derivatives Definitions and/or (iii) the Novation Agreement (as
amended by the Annex hereto), this Novation Confirmation will govern.

2. The terms of the Novation Transaction to which this Novation Confirmation relates
are as follows:

[Novation Trade Date:]
Novation Date:
Novated Percentage:
[Transferor][Transferor I (and notwithstanding Section 1.5 of the Definitions)]:
[Transferor 2 (and notwithstanding Section 1.5 of the Definitions)]:
[Transferee][Transferee I]:
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[Remaining Party (and notwithstanding Section 1.6 of

notwithstanding Section 1.6 of the Definitions)]:
[New Agreement (between [Transferee I and Transferee
2][Transferee and Remaining Party])]:

the Definitions)][Transferee 2 (and

ISDA Master Agreement [dated as
of ][as per Section 1.11 of
the Definitions] subject to [English
law][the laws of the State of New
York]

3. The terms of each Old Transaction to which this Novation Confirmation relates[, for

identification purposes, are as follows:][shall be specified in the copy of the Old Confirmation

attached hereto as Exhibit A.]

Reference Entity:
Reference Obligation:
Trade Date of Old Transaction:
Effective Date of Old Transaction:
Applicable Percentage of Old Transaction:
Scheduled Termination Date of Old
Transaction:

4. The terms of each New Transaction to which this Novation Confirmation relates [are

as follows:][shall be specified in Section[s] _ [,_and_] of] the copy of the Old Confirmation

attached hereto as Exhibit A.][shall be specified in the New Confirmation attached hereto as Exhibit

[A][BJ].

Full First Calculation Period Applicable, [commencing on [ ]]
[commencing on [ ], with respect to
any amounts to be paid by the
Transferee, and [ ], with respect to
any amounts to be paid by the
Remaining Party.

5. Other Provisions: [[Additional Provisions relating to the New Transaction][Credit

Support Documents relating to the New Transaction]]:

6. Miscellaneous Provisions: [Non-Reliance][

7. Notice Details:

Telephone and/or Facsimile Numbers for Notices:
Transferee:
Remaining Party:

8. [The parties confirm their acceptance to be bound by this Novation Confirmation as

of the Novation Date by executing a copy of this Novation Confirmation and returning it to us]. The

Transferor, by its execution of a copy of this Novation Confirmation, agrees to the terms of the

Novation Confirmation as it relates to each Old Transaction. The Transferee, by its execution of a
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copy of this Novation Confirmation, agrees to the terms of the Novation Confirmation as it relates to

each New Transaction.].

9. The Remaining Party and the Transferee agree that, notwithstanding any provision in

the Old Transaction to which this Novation Confirmation relates, all rights of the Remaining Party

and the Transferor in respect of Floating Amounts and Additional Fixed Amounts that arose before

the Novation Date shall be deemed to have been exercised and all obligations of such parties in

respect of such events that have arisen or are deemed to have arisen shall be deemed to have been

satisfied in full, in each case solely for the purposes of determining the rights and obligations of the

Remaining Party and the Transferee under the New Transaction. Nothing in this paragraph shall

affect the rights or obligations of the Remaining Party or the Transferor under the Old Transaction.

.... ....... .......................................................
(Name of Remaining Party) (Name of Transferor)

B y : ...................... .................... B y : ....................................
Name: Name:
Title: Title:
Date: Date:

(Name of Transferee)

By: .......... ............
Name: .. ....................
Title: ........ ...............
Date: ..... ..................
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Annex

1. Section 2(a) of the Novation Agreement shall be deemed to be amended as follows:

(a) by the insertion of "(i) " after the words "with respect to" in the fifth line thereof; and

(b) by the addition of the following at the end thereof:

"and any rights or obligations arising in respect of Floating Amount Events or
Additional Fixed Amount Events, in each case in respect of which the Remaining
Party or the Transferor (each an "Original Party"), as applicable, had the right to
deliver a notice pursuant to the terms of the Old Transaction but such notice was not
delivered by that party or the Calculation Agent prior to the Novation Date (each an
"Excluded Event") provided that the rights of the Original Parties to deliver a notice
in respect of an Excluded Event pursuant to the Old Transaction shall expire on the
60thcalendar day following the Novation Date."

2. Section 2(b) of the Novation Agreement shall be deemed to be amended by the addition of the
following after the words "Novation Date," in the last line thereof:

"but excluding any rights or obligations in respect of Excluded Events,"

3. The definition of "Novated Amount" in Section 1.18 of the Definitions shall be replaced by
the following definition of "Novated Percentage":

""Novated Percentage" means the portion of the Applicable Percentage of the Old
Transaction that is the subject of the Novation Transaction. If the Novated Percentage
is less than 100% of the Applicable Percentage of the Old Transaction, the Old
Transaction shall remain in full force and effect but all future payments, deliveries
and calculations thereunder shall be based on an Applicable Percentage that has been
reduced by the relevant Novated Percentage."

Each reference to "Novated Amount" in the Definitions and the Novation Agreement shall be
deemed to be a reference to "Novated Percentage".

4. Section 2.1(a)(iii)(D)(i) of the Definitions shall not apply

ICM:2978683.12
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SCHEDULE I

FORM OF CONFIRMATION FOR ABX TRANCHE SECURITIES

Deutsche Bank AG 0

DATE: [Date]

TO: Gemstone CDO VII Ltd.
Facsimile No: [number]

FROM: [Deutsche Bank AG, acting through its New York Branch]

SUBJECT: ABX [specify series, tranche and version, if any] Transaction

REF NO: [ ]

The purpose of this communication (this "Confirmation") is to set forth the terms and conditions

of the Master Transaction (as defined in the ABX Standard Terms (as defined below)) relating to

residential mortgage-backed security reference obligations entered into between you Gemstone CDO VII

Ltd. ("Party B") and us Deutsche Bank AG, acting through its New York Branch ("Party A"). This

Confirmation constitutes a "Confirmation" as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions, as

published by the International Swaps and Derivatives Association, Inc. (the "Credit Derivatives

Definitions"), and the ABX Transactions Standard Terms Supplement, as published by CDS IndexCo

LLC on January 19, 2006 (the "ABX Standard Terms"), are incorporated into this Confirmation. In the

event of any inconsistency between the Credit Derivatives Definitions or the ABX Standard Terms and

this Confirmation, this Confirmation will govern. In the event of any inconsistency between the ABX

Standard Terms and the Credit Derivatives Definitions, the ABX Standard Terms will govern.

This Confirmation supplements, forms a part of and is subject to the 1992 ISDA Master

Agreement (Multicurrency - Cross Border) and the Schedule thereto, dated as of [_], as amended and

supplemented from time to time (the "Master Agreement"), between Party A and Party B. All provisions

contained in, or incorporated by reference in, the Master Agreement shall govern this Confirmation

except as expressly modified below.

The terms of the Master Transaction to which this Confirmation relates are as follows:

Index: ABX [specify series, tranche, and version, if any]

Annex Date: [launch date of Index]

Trade Date:
Effective Date: [Trade Date]
Scheduled Termination Date: [the latest Legal Final Maturity Date of any Reference

Obligation in the Relevant Annex]

Floating Rate Payer: [ ] (the "Seller")
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Fixed Rate Payer: (the "Buyer")

Aggregate Floating Rate Payer Calculation
Amount:
Fixed Rate:

Initial Payment Payer:
Initial Payment Amount:
[Additional Terms (if any):

Notice and Account Details:

Party A's Office/Telephone/Facsimile:

Party B's Office/Telephone/Facsimile:

Account Details of Party A:

Account Details of Party B:

[ 1% per annum [specify the fixed rate for the Index
published by the Index Publisher as of the launch date]
[Buyer][Seller]

[address]
Telephone:
Facsimile: [

[address]
Telephone:
Facsimile:

For the Account of:[
Bank: [ ]
Account No: [
Fed ABA No: []

For the Account of:
Bank: [
Account No: [
Fed ABA No: [
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Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of

this Confirmation and returning it to us at the contact information listed above.

DEUTSCHE BANK AG, ACTING THROUGH ITS NEW YORK BRANCH

By:

Name:
Title:

By:

Name:
Title:

Confirmed as of the date first above written:

GEMSTONE CDO VII LTD.
By HBK Investments, L.P., New York Branch, as its Investment Manager

By:

Name:
Title:

By:

Name:
Title:
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[Relevant Annex

Guarantor/ CUSIP/
Insurer ISIN

I I I

Blooimberg
ID

Legal
Final
Matu
Date

Original
Principal
Amount
(USD)

Initial Initial
Face
Amount

Cogpon
Reference
Entity

1

Reference
Obligation

Issuer
Reference
EoicY

PSI-M&TBank-02-0278

Footnote Exhibits  - Page 1975



ABX TRANSACTIONS
STANDARD TERMS SUPPLEMENT

(published on January 19, 2006)'

This ABX Transactions Standard Terms Supplement (the "ABX Standard Terms") hereby

incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit Derivatives

Definitions, as published by the International Swaps and Derivatives Association, Inc. (the "Credit

Derivatives Definitions"). In the event of any inconsistency between the Credit Derivatives Definitions

and these ABX Standard Terms, these ABX Standard Terms will govern.

The parties agree that, by entering into a transaction governed by these ABX Standard Terms (a

"Master Transaction"), they have entered into a separate Credit Derivative Transaction (each, a

"Component Transaction") in respect of each Reference Obligation listed in the Relevant Annex (as

defined below). Upon entering into a confirmation or other document (including in electronic form) (a

"Confirmation") for a Master Transaction incorporating these ABX Standard Terms, the parties thereto

shall be deemed to have entered into a Confirmation in respect of each such Component Transaction with

respect to the related Reference Obligation listed in the Relevant Annex. Subject to paragraph 7 below

and except as otherwise expressly provided herein or in the relevant Confirmation, each Component

Transaction constitutes an independent Transaction for purposes of the Master Agreement (as specified in

the relevant Confirmation).

References in these ABX Standard Terms to a Reference Obligation and the terms relating thereto

shall be to the terms of such Reference Obligation set out in the applicable Underlying Instruments (as

defined below) as amended from time to time unless otherwise specified below.

The terms of each Component Transaction to which these ABX Standard Terms relate are as

follows:

1. General Terms:

Index: As shown in the relevant Confirmation.

Index Sponsor: CDS IndexCo LLC

Trade Date: As shown in the relevant Confirmation.

Effective Date: As shown in the relevant Confirmation.

Scheduled Termination Date: As shown in the relevant Confirmation.

Component Transaction With respect to a Component Transaction, the Legal

Scheduled Termination Date: Final Maturity Date for the applicable Reference
Obligation, subject to adjustment in accordance with

the Following Business Day Convention.

The definitions and provisions of this ABX Transactions Standard Terms Supplement may be incorporated

into a Confirmation (as defined herein) by wording in the Confirmation indicating that, or the extent to which, the

Confirmation is subject to this ABX Transactions Standard Terms Supplement. All definitions and provisions so

incorporated in a Confirmation will be applicable to that Confirmation unless otherwise provided in that

Confirmation.
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Termination Date:

Floating Rate Payer:

Fixed Rate Payer:

Aggregate Floating Rate Payer
Calculation Amount:

Calculation Agent:

Calculation Agent City:

Business Day:

Business Day Convention:

Reference Entity:

Reference Obligation:

With respect to a Component Transaction, the last to

occur of:

(a) the fifth Business Day following the Effective
Maturity Date in respect of the relevant

Reference Obligation;

(b) the last Floating Rate Payer Payment Date in
respect of such Reference Obligation; and

(c) the last Additional Fixed Amount Payment
Date in respect of such Reference Obligation.

As shown in the relevant Confirmation (the "Seller").

As shown in the relevant Confirmation (the "Buyer").

As shown in the relevant Confirmation.

If both parties are licensees of the Index, Seller. If only

one party is a licensee of the Index, such party.

New York.

New York and London.

Following (which, with the exception of the Effective

Date, the Final Amortization Date, each Reference

Obligation Payment Date and the period end date of

each Reference Obligation Calculation Period, shall

apply to any date referred to in these ABX Standard

Terms that falls on a day that is not a Business Day).

With respect to a Component Transaction, the

applicable Reference Entity contained in the Index and

listed in the Relevant Annex, and any entity that

succeeds to the obligations of such Reference Entity

under the related Reference Obligation. Section 2.2 of

the Credit Derivatives Definitions shall not apply.

With respect to a Component Transaction, the

Reference Obligation specified in the Index and set out

opposite the applicable Reference Entity in the

Relevant Annex. Section 2.30 of the Credit

Derivatives Definitions shall not apply.

The Reference Obligation is used herein solely to make

certain calculations hereunder and there is no

requirement that Buyer or Seller own the Reference
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Obligation.

Relevant Annex:

Applicable Percentage:

Initial Face Amount:

Initial Factor:

Reference Obligation Notional
Amount:

The list of Reference Entities and Reference
Obligations for the relevant Index with the relevant
Annex Date, as published by the Index Publisher

(which can be accessed currently at

http://www.markit.com). "Index Publisher" means
Markit Group Limited (or its successor) or any

replacement therefor appointed by the Index Sponsor
for purposes of officially publishing the relevant Index.

On any day, with respect to a Reference Obligation, a
percentage equal to A divided by B.

"A" means, with respect to a Reference Obligation, the

product of the Initial Face Amount and the Initial
Factor.

"B" means, with respect to a Reference Obligation, the
product of the Original Principal Amount and the

Initial Factor.

(a) as increased by the outstanding principal
balance of any further issues by the Reference
Entity that are fungible with and form part of

the same legal series as such Reference
Obligation; and

(b) as decreased by any cancellations of some or
all of the Outstanding Principal Amount
resulting from purchases of such Reference
Obligation by or on behalf of the Reference
Entity.

The Aggregate Floating Rate Payer Calculation
Amount divided by the number of Reference
Obligations in the Relevant Annex.

With respect to a Reference Obligation, the applicable
factor published by the Index Publisher as of the Annex
Date.

With respect to a Reference Obligation, on the Annex

Date, the product of:

(a) the Original Principal Amount;

(b) the Initial Factor; and

(c) the Applicable Percentage.
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Initial Payment:

Initial Payment Payer

Initial Payment Amount:

Fixed Rate:

Following the Annex Date, the Reference Obligation
Notional Amount with respect to a Reference
Obligation will be:

(i) decreased on each day on which a Principal
Payment is made with respect to the Reference
Obligation by the relevant Principal Payment
Amount;

(ii) decreased on the day, if any, on which a
Failure to Pay Principal occurs with respect to
the Reference Obligation by the relevant
Principal Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs with respect to the Reference Obligation
by the relevant Writedown Amount; and

(iv) increased on each day on which a Writedown
Reimbursement occurs with respect to the
Reference Obligation by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs
(ii) or (iii) of the definition of "Writedown
Reimbursement";

provided that if the relevant Reference Obligation
Notional Amount would be less than zero, it shall be
deemed to be zero.

If an Initial Payment Payer and an Initial Payment
Amount are specified in the relevant Confirmation,
then on the date that is five Business Days following
the Trade Date, and with respect to the Master
Transaction and all related Component Transactions in
the aggregate, the Initial Payment Payer shall pay to the
other party the Initial Payment Amount. For the
avoidance of doubt, the Initial Payment will not be
made separately in respect of each Component
Transaction.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Fixed Rate Payer Period End The first day of each related Reference Obligation
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Calculation Period.

Fixed Rate Payer Calculation
Period:

Fixed Rate Payer Payment
Dates:

Fixed Amount:

Additional Fixed Amount
Payment Dates:

Each period from and including one Fixed Rate Payer
Period End Date to but excluding the next following
Fixed Rate Payer Period End Date, except that (a) the
initial Fixed Rate Payer Calculation Period will
commence on, and include, the later of the Annex Date
and the Fixed Rate Payer Period End Date falling on or

immediately prior to the Trade Date and (b) the Final

Fixed Rate Payer Calculation Period will end on, but
include, the last day of the last Reference Obligation
Calculation Period immediately prior to the final Fixed
Rate Payer Payment Date.

With respect to a Component Transaction, each day

falling five Business Days after a Reference Obligation

Payment Date for the Reference Obligation; provided

that the final Fixed Rate Payer Payment Date shall fall

on the fifth Business Day following the Effective
Maturity Date of the Reference Obligation.

With respect to any Fixed Rate Payer Payment Date

for a Component Transaction, an amount equal to the

product of:

(a) the relevant Fixed Rate;

(b) an amount determined by the Calculation Agent
equal to:

(i) the sum of the relevant Reference
Obligation Notional Amount as at 5:00
p.m. in the Calculation Agent City on
each day in the related Fixed Rate Payer
Calculation Period; divided by

(ii) the actual number of days in the related
Fixed Rate Payer Calculation Period;
and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Notwithstanding anything to the contrary herein, Buyer
shall not be obligated to pay Fixed Amounts for any

Fixed Rate Payer Payment Date occurring prior to the

Effective Date.

With respect to a Reference Obligation:

(a) Each relevant Fixed Rate Payer Payment Date;
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Additional Fixed Payments:

Additional Fixed Payment
Event:

Additional Fixed Amount:

(b) in relation to each relevant Additional Fixed
Payment Event occurring after the second
Business Day prior to the last relevant Fixed
Rate Payer Payment Date, the fifth Business
Day after Buyer has received notification from
Seller or the Calculation Agent of the
occurrence of such Additional Fixed Payment
Event.

Following the occurrence of an Additional Fixed

Payment Event in respect of a Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount

to Seller on the first Additional Fixed Amount

Payment Date for such Reference Obligation falling at

least two Business Days (or in the case of an

Additional Fixed Payment Event that occurs after the

second Business Day prior to the last Fixed Rate Payer

Payment Date for such Reference Obligation, five

Business Days) after the delivery of a notice (an

"Additional Fixed Payment Amount Notice") by the

Calculation Agent to the parties or by Seller to Buyer

stating that the related Additional Fixed Amount is

due and showing in reasonable detail how such

Additional Fixed Amount was determined; provided

that any such notice must be given on or prior to the

fifth Business Day following the day that is one

calendar year after the Effective Maturity Date of such

Reference Obligation. Notwithstanding anything to

the contrary herein, Buyer shall not be obligated to pay

an Additional Fixed Amount unless the earliest day on

which the related Additional Fixed Payment Date can

be designated in accordance with the provisions hereof

occurs on or following the Effective Date.

The occurrence on or after the Annex Date and on or

before the day that is one calendar year after the

Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement

or an Interest Shortfall Reimbursement in respect of a

Reference Obligation.

With respect to each Additional Fixed Amount

Payment Date in respect of a Reference Obligation, an

amount equal to the sum of:

(a) the relevant Writedown
Payment Amount (if any);

Reimbursement

(b) the relevant Principal Shortfall
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Reimbursement Payment Amount (if any);
and

(c) the relevant Interest Shortfall Reimbursement
Payment Amount (if any).

3. Floating Payments:

Floating Rate Payer Payment
Dates:

Floating Payments:

Floating Amount Event:

Floating Amount:

In relation to a Floating Amount Event with respect to
a Reference Obligation, the first relevant Fixed Rate
Payer Payment Date falling at least two Business Days
(or in the case of a Floating Amount Event that occurs
on the Legal Final Maturity Date or the Final
Amortization Date of such Reference Obligation, the
fifth Business Day) after delivery of a notice (a
"Floating Payment Notice") by the Calculation Agent
to the parties or a notice by Buyer to Seller that the
related Floating Amount is due and showing in
reasonable detail how such Floating Amount was
determined; provided that any such notice must be
given on or prior to the fifth Business Day following
the Effective Maturity Date.

If a Floating Amount Event occurs with respect to a
Reference Obligation, then on the relevant Floating
Rate Payer Payment Date, Seller will pay the relevant
Floating Amount to Buyer. Notwithstanding anything
to the contrary herein, Seller shall not be obligated to
pay a Floating Amount unless the earliest day on which
the related Floating Rate Payer Payment Date can be
designated in accordance with the provisions hereof
occurs on or following the Effective Date. For the
avoidance of doubt, the Conditions to Settlement under
the Credit Derivatives Definitions shall not apply.

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment Date
in respect of a Reference Obligation, an amount equal
to the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount
(if any).
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4. Interest Shortfall

Interest Shortfall Payment
Amount:

Interest Shortfall Cap Amount:

Actual Interest Amount:

Expected Interest Amount:

In respect of an Interest Shortfall with respect to a Reference
Obligation, the relevant Interest Shortfall Amount, provided
that if the relevant Interest Shortfall Amount exceeds the
Interest Shortfall Cap Amount, the Interest Shortfall
Payment Amount in respect of such Interest Shortfall shall
be the Interest Shortfall Cap Amount.

As set out in the Interest Shortfall Cap Annex.

With respect to any Reference Obligation Payment Date in
respect of a Reference Obligation, payment by or on behalf
of the Issuer of an amount in respect of interest due under
such Reference Obligation (including, without limitation,
any deferred interest or defaulted interest but excluding
payments in respect of prepayment penalties, yield
maintenance provisions or principal, except that the Actual
Interest. Amount shall include any payment of principal
representing capitalized interest) to the holder(s) of such
Reference Obligation in respect of such Reference
Obligation.

With respect to any Reference Obligation Payment Date in
respect of a Reference Obligation, the amount of current
interest that would accrue during the related Reference
Obligation Calculation Period calculated using the
Reference Obligation Coupon on a principal balance of such
Reference Obligation equal to (a) the Outstanding Principal
Amount taking into account any reductions due to a
principal deficiency balance or realized loss amount
(however described in the Underlying Instruments) that are
attributable to such Reference Obligation minus (b) the
Aggregate Implied Writedown Amount (if any) for such
Reference Obligation and that will be payable on the related
Reference Obligation Payment Date assuming for this
purpose that sufficient funds are available therefor in
accordance with the Underlying Instruments. Except as
provided in (a) in the previous sentence, the Expected
Interest Amount in respect of a Reference Obligation shall
be determined without regard to (i) unpaid amounts in
respect of accrued interest on prior Reference Obligation
Payment Dates or (ii) any prepayment penalties or yield
maintenance provisions.

The Expected Interest Amount shall be determined without
regard to the effect of any provisions (however described) of
the Underlying Instruments that otherwise permit the
limitation of due payments to distributions of funds from
proceeds of the Underlying Assets, or that provide for the
capitalization or deferral of interest on such Reference
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Interest Shortfall:

Interest Shortfall Amount:

Obligation, or that provide for the extinguishing or reduction
of such payments or distributions (but, for the avoidance of

doubt, taking account of any Writedown within paragraph
(i) of the definition of "Writedown" occurring in accordance
with the relevant Underlying Instruments).

With respect to any Reference Obligation Payment Date in
respect of a Reference Obligation, either (a) the non-

payment of an Expected Interest Amount or (b) the payment

of an Actual Interest Amount that is less than the Expected
Interest Amount.

For the avoidance of doubt, the occurrence of an event

within (a) or (b) shall be determined taking into account any

payment made under the relevant Reference Policy, if

applicable.

With respect to any Reference Obligation Payment Date in

respect of a Reference Obligation, an amount equal to the

greater of:

(a) zero; and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;

minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference Obligation

Payment Date in respect of such Reference Obligation, the

Interest Shortfall Amount shall be the amount determined in

accordance with (a) and (b) above multiplied by a fraction

equal to:

(x) the number of days in the first Fixed Rate Payer
Calculation Period with respect to such Reference
Obligation; over

(y) the number of days in the first Reference Obligation
Calculation Period with respect to such Reference
Obligation.
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Interest Shortfall With respect to any Reference Obligation Payment Date for

Reimbursement: a Reference Obligation, the payment by or on behalf of the
Issuer of an Actual Interest Amount in respect of such
Reference Obligation that is greater than the Expected
Interest Amount.

Interest Shortfall With respect to any Reference Obligation Payment Date in

Reimbursement Amount: respect of a Reference Obligation, the product of (a) the
amount of any Interest Shortfall Reimbursement on such day
and (b) the Applicable Percentage.

Interest Shortfall The amount determined pursuant to the Interest Shortfall

Reimbursement Payment Cap Annex.
Amount:

5. Additional Provisions:

(a) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating, for each Reference

Obligation, (i) the Fixed Amount payable on each Fixed Rate Payer Payment Date; (ii) the

occurrence of a Floating Amount Event and the related Floating Amount and (iii) the occurrence

of an Additional Fixed Payment Event and the related Additional Fixed Amount; provided that

notwithstanding the above, each of Buyer and Seller shall be entitled to determine and calculate

the above amounts to the extent that Buyer or Seller, as applicable, has the right to deliver a

notice to the other party demanding payment of such amount. The Calculation Agent or Buyer or

Seller, as applicable, shall make such determinations and calculations based solely on composite

data compiled and publishcd by the Index Publisher from applicable Servicer Reports

("Composite Data") or, if such Composite Data is not available, from applicable Servicer

Reports, to the extent such Servicer Reports are reasonably available to the Calculation Agent or

such party. The Calculation Agent, Buyer or Seller may rely on calculations or determinations

published by the Index Publisher in making such determinations and calculations. The

Calculation Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any

of the determinations or calculations specified in (i) and (ii) above, notify the parties or the other

party, as applicable, of such determinations and calculations.

(b) Adjustment of Calculation Agent Determinations

To the extent that a Servicer furnishes any Servicer Reports correcting information contained in

previously issued Servicer Reports or the Index Publisher corrects any previously published

Composite Data (or other relevant calculation or determination published by the Index Publisher),
and such corrections impact calculations or determinations pursuant to a Component Transaction,

the calculations or determinations relevant to such Component Transaction shall be adjusted

retroactively by the Calculation Agent to reflect the corrected information (provided that, for the

avoidance of doubt, no amounts in respect of interest shall be payable by either party and

provided that the Calculation Agent in performing the calculations or determinations pursuant to

this paragraph will assume that no interest has accrued on any adjusted amount), and the

Calculation Agent shall promptly notify both parties of any corrected payments required by either

party. Any required corrected payments shall be made on the second Fixed Rate Payer Payment

Date following the day on which such notification by the Calculation Agent is effective.
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(c) Initial Payment Date Following Annex Date

Notwithstanding anything to the contrary herein, with respect to any Component Transactions,
any amount that would otherwise be payable hereunder on the first Fixed Rate Payer Payment

Date following the Annex Date will be deemed to be payable instead on the second Fixed Rate

Payer Payment Date following the Annex Date (together with any other amounts payable on such

date).

6. Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Section 9.1(a) of the Credit Derivatives Definitions as well as Section 3(a)(iv) of

the form of Novation Agreement set forth in Exhibit E to the Credit Derivatives Definitions to the

Reference Entity shall be deemed to be references to each Reference Entity and the Insurer in

respect of the relevant Reference Policy, if applicable.

(b) For the purposes of each Component Transaction, the following terms have the meanings given

below:

"Actual Principal Amount" means, with respect to a Reference Obligation and the Final

Amortization Date or the Legal Final Maturity Date, an amount paid on such day by or on behalf

of the relevant Issuer in respect of principal (excluding any capitalized interest) to the holder(s) of
such Reference Obligation in respect of such Reference Obligation.

"Aggregate Implied Writedown Amount" means, with respect to a Reference Obligation, the

.greater of (i) zero and (ii) the aggregate of all Implied Writedown Amounts minus the aggregate

of all Implied Writedown Reimbursement Amounts.

"Current Period Implied Writedown Amount" means, with respect to a Reference Obligation in

respect of a Reference Obligation Calculation Period, an amount determined as of the last day of

such Reference Obligation Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of:

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the Pari Passu Amount
plus the Senior Amount minus the aggregate outstanding asset pool
balance backing the payment obligations on such Reference Obligation
(all such outstanding asset pool balances as obtained by the Calculation
Agent from the most recent Composite Data or from the most recent
Servicer Report for such Reference Obligation available as of such day),
calculated based on the face amount of the assets then in such pool,
whether or not any such asset is performing.
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"Effective Maturity Date" means, with respect to a Reference Obligation, the earlier of (a) the

Component Transaction Scheduled Termination Date and (b) the Final Amortization Date.

"Expected Principal Amount" means, with respect to a Reference Obligation and the Final

Amortization Date or the Legal Final Maturity Date, an amount equal to (i) the Outstanding

Principal Amount of such Reference Obligation payable on such day (excluding capitalized

interest) assuming for this purpose that sufficient funds are available for such payment, where

such amount shall be determined in accordance with the Underlying Instruments, minus (ii) the

sum of (A) the Aggregate Implied Writedown Amount (if any) and (B) the net aggregate principal

deficiency balance or realized loss amounts (however described in the Underlying Instruments)

that are attributable to such Reference Obligation. The Expected Principal Amount shall be

determined without regard to the effect of any provisions (however described) of the Underlying

Instruments that permit the limitation of due payments or distributions of funds in accordance

with the terms of such Reference Obligation or that provide for the extinguishing or reduction of

such payments or distributions.

"Failure to Pay Principal" means, with respect to a Reference Obligation, (i) a failure by the

relevant Reference Entity (or any Insurer thereof) to pay an Expected Principal Amount on the

Final Amortization Date or the Legal Final Maturity Date, as the case may be or (ii) payment on

any such day of an Actual Principal Amount that is less than the Expected Principal Amount;

provided that the failure by such Reference Entity (or any Insurer thereof) to pay any such

amount in respect of principal in accordance with the foregoing shall not constitute a Failure to

Pay Principal if such failure has been remedied within any grace period applicable to such

payment obligation under the Underlying Instruments or, if no such grace period is applicable,

within three Business Days after the day on which the Expected Principal Amount was scheduled

to be paid.

"Final Amortization Date" means, with respect to a Reference Obligation, the first to occur of (i)

the date on which the Reference Obligation Notional Amount is reduced to zero and (ii) the date

on which the assets backing the Reference Obligation or designated to fund amounts due in

respect of the Reference Obligation are liquidated, distributed or otherwise disposed of in full and

the proceeds thereof are distributed or otherwise disposed of in full.

"Implied Writedown Amount" means, with respect to a Reference Obligation, (i) if the

Underlying Instruments do not provide for writedowns,. applied losses, principal deficiencies or

realized losses as described in (i) of the definition of "Writedown" to occur in respect of the

Reference Obligation, on any Reference Obligation Payment Date, an amount determined by the

Calculation Agent equal to the excess, if any, of the Current Period Implied Writedown Amount

over the Previous Period Implied Writedown Amount, in each case in respect of the Reference

Obligation Calculation Period to which such Reference Obligation Payment Date relates, and (ii)

in any other case, zero.

"Implied Writedown Percentage" means, with respect to a Reference Obligation, (i) the

Outstanding Principal Amount divided by (ii) the Pari Passu Amount.

"Implied Writedown Reimbursement Amount" means, with respect to a Reference Obligation, (i)

if the Underlying Instruments do not provide for writedowns, applied losses, principal

deficiencies or realized losses as described in (i) of the definition of "Writedown" to occur in

respect of the Reference Obligation, on any Reference Obligation Payment Date, an amount

determined by the Calculation Agent equal to the excess, if any, of the Previous Period Implied

Writedown Amount for the Reference Obligation over the Current Period Implied Writedown
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Amount for the Reference Obligation, in each case in respect of the Reference Obligation
Calculation Period to which such Reference Obligation Payment Date relates, and (ii) in any
other case, zero; provided that the aggregate of all Implied Writedown Reimbursement Amounts
for a Reference Obligation at any time shall not exceed the product of the Pari Passu Amount for
the Reference Obligation and the Implied Writedown Percentage for the Reference Obligation.

"Insurer" means, with respect to a Reference Obligation, the insurer of such Reference Obligation
specified in the Relevant Annex.

"Issuer" means, with respect to a Reference Obligation, the issuer of such Reference Obligation
specified in the Relevant Annex.

"Legal Final Maturity Date" means, with respect to a Reference Obligation, the date set out in the
Relevant Annex for such Reference Obligation (subject, for the avoidance of doubt, to any

business day convention applicable to the legal final maturity date of such Reference Obligation),
provided that if the legal final maturity date of such Reference Obligation is amended, the Legal
Final Maturity Date shall be such date as amended.

"Original Principal Amount" means, with respect to a Reference Obligation, the amount specified
as such in the Relevant Annex.

"Outstanding Principal Amount" means, with respect to a Reference Obligation as of any date of
determination, the outstanding principal balance of such Reference Obligation as of such date,
which shall take into account:

(i) all payments of principal;

(ii) all writedowns or applied losses (however described in the Underlying Instruments)
resulting in a reduction in the outstanding principal balance of such Reference Obligation
(other than as a result of a scheduled or unscheduled payment of principal);

(iii) forgiveness of any amount by the holders of such Reference Obligation pursuant to an
amendment to the Underlying Instruments resulting in a reduction in the outstanding
principal balance of such Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this
definition; and

(v) any increase in the outstanding principal balance of such Reference Obligation that
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition).

"Pari Passu Amount" means, with respect to a Reference Obligation as of any date of
determination, the aggregate of the Outstanding Principal Amount of the Reference Obligation
and the aggregate outstanding principal balance of all obligations of the relevant Reference Entity
backed by the relevant Underlying Assets and ranking pari passu in priority with such Reference
Obligation.

"Previous Period Implied Writedown Amount" means, with respect to a Reference Obligation in
respect of a Reference Obligation Calculation Period, the Current Period Implied Writedown
Amount as determined in relation to the last day of the immediately preceding Reference
Obligation Calculation Period for such Reference Obligation.
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"Principal Payment" means, with respect to a Reference Obligation and any Reference Obligation

Payment Date, the occurrence of a payment of an amount to the holders of such Reference

Obligation in respect of principal (scheduled or unscheduled) in respect of such Reference

Obligation other than a payment in respect of principal representing capitalized interest,

excluding, for the avoidance of doubt, any relevant Writedown Reimbursement or Interest

Shortfall Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date for

a Reference Obligation, an amount equal to the product of (i) the amount of any Principal

Payment on such date and (ii) the Applicable Percentage.

"Principal Shortfall Amount" means, with respect to a Reference Obligation, in respect of a

Failure to Pay Principal, an amount equal to the greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the relevant Actual Principal Amount; and

(B) the Applicable Percentage;

If the Principal Shortfall Amount in respect of a Reference Obligation would be greater than the

Reference Obligation Notional Amount immediately prior to the occurrence of such Failure to

Pay Principal, then such Principal Shortfall Amount shall be deemed to be equal to the Reference

Obligation Notional Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to a Reference Obligation on any day,

the payment by or on behalf of the relevant Issuer of an amount in respect of such Reference

Obligation in or toward the satisfaction of any deferral of or failure to pay principal arising from

one or more prior occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to a Reference Obligation on

any day, the product of (i) the amount of any relevant Principal Shortfall Reimbursement on such

day and (ii) the relevant Applicable Percentage.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to a Reference

Obligation and an Additional Fixed Amount Payment Date, the sum of the Principal Shortfall

Reimbursement Amounts in respect of all Principal Shortfall Reimbursements (if any) made

during the Reference Obligation Calculation Period relating to such Additional Fixed Amount

Payment Date (or, in the case of an Additional Fixed Amount Payment Date after the final Fixed

Rate Payer Payment Date, made on the related Reference Obligation Payment Date), provided

that the aggregate of all such Principal Shortfall Reimbursement Payment Amounts at any time

shall not exceed the aggregate of all Floating Amounts (determined without regard to the

Effective Date) in respect of occurrences of Failure to Pay Principal prior to such Additional

Fixed Amount Payment Date.

"Reference Obligation Calculation Period" means, with respect to a Reference Obligation and

each Reference Obligation Payment Date, a period corresponding to the interest accrual period

relating to such Reference Obligation Payment Date pursuant to the relevant Underlying

Instruments.
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"Reference Obligation Coupon" means, with respect to a Reference Obligation, the periodic
interest rate applied in relation to each related Reference Obligation Calculation Period on the

related Reference Obligation Payment Date, as determined in accordance with the terms of the

relevant Underlying Instruments as at the Annex Date, without regard to any subsequent
amendment.

"Reference Obligation Payment Date" means, with respect to. a Reference Obligation, (i) each

scheduled distribution date for such Reference Obligation occurring on or after the Annex Date

and on or prior to the Component Transaction Scheduled Termination Date, determined in

accordance with the Underlying Instruments and (ii) any day after the Effective Maturity Date on

which a payment is made in respect of such Reference Obligation.

"Reference Policy" means, with respect to a Reference Obligation, the reference policy for such

Reference Obligation specified in the Relevant Annex.

"Senior Amount" means, with respect to a Reference Obligation as of any day, the aggregate
outstanding principal balance of all obligations of the Reference Entity backed by the Underlying

Assets and ranking senior in priority to such Reference Obligation.

"Servicer" means, with respect to a Reference Obligation, any trustee, servicer, sub-servicer,
master servicer, fiscal agent, paying agent or other similar entity responsible for calculating

payment amounts or providing reports pursuant to the Underlying Instruments.

"Servicer Reports" means, with respect to a Reference Obligation, periodic statements or reports

regarding the Reference Obligation provided by the Servicer to holders of the Reference

Obligation.

"Underlying Assets" means, with respect to a Reference Obligation, the assets backing the

RCference Obligation for the benefit of the holders of such Reference Obligation and which are

expected to generate the cashflows required for the servicing and repayment (in whole or in part)

of such Reference Obligation, or the assets to which a holder of such Reference Obligation is

economically exposed where such exposure is created synthetically.

"Underlying Instruments" means, with respect to a Reference Obligation, the indenture, trust

agreement, pooling and servicing agreement or other relevant agreement(s) setting forth the terms

of the Reference Obligation.

"Writedown" means, with respect to a Reference Obligation, the occurrence at any time on or

after the Annex Date of:

(i) (A) a writedown or applied loss (however described in the Underlying Instruments)
resulting in a reduction in the Outstanding Principal Amount of such Reference

Obligation (other than as a result of a scheduled or unscheduled payment of

principal); or

(B) the attribution of a principal deficiency or realized loss (however described in the

Underlying Instruments) to such Reference Obligation resulting in a reduction or
subordination of the current interest payable on such Reference Obligation;
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(ii) the forgiveness of any amount of principal by the holders of such Reference Obligation

pursuant to an amendment to the Underlying Instruments resulting in a reduction in the

Outstanding Principal Amount; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal

deficiencies or realized losses as described in (i) above to occur in respect of such

Reference Obligation, an. Implied Writedown Amount being determined in respect of

such Reference Obligation by the Calculation Agent.

"Writedown Amount" means, with respect to a Reference Obligation on any day, the product of

(i) the amount of any Writedown with respect to such Reference Obligation on such day and
(ii) the Applicable Percentage.

"Writedown Reimbursement" means, with respect to a Reference Obligation on any day, the

occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of such Reference
Obligation in reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of

such Reference Obligation to reflect the reversal of any prior Writedowns; or

(B) a decrease in the principal deficiency balance or realized loss amounts (however

described in the Underlying Instruments) attributable to such Reference

Obligation; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal

deficiencies or realized losses as described in (ii) above to occur in respect of such

Reference Obligation, an Implied Writedown Reimbursement Amount being determined

in respect of such Reference Obligation by the Calculation Agent.

"Writedown Reimbursement Amount" means, with respect to a Reference Obligation on any day,
an amount equal to the product of:

(i) the sum of all Writedown Reimbursements with respect to such Reference Obligation on

that day; and

(ii) the Applicable Percentage;

"Writedown Reimbursement Payment Amount" means, with respect to a Reference Obligation

and an Additional Fixed Amount Payment Date, the sum of the Writedown Reimbursement

Amounts in respect of all Writedown Reimbursements (if any) during the Reference Obligation

Calculation Period relating to such Additional Fixed Amount Payment Date (or, in the case of an

Additional Fixed Amount Payment Date after the final Fixed Rate Payer Payment Date, on the

related Reference Obligation Payment Date or date of determination of an Implied Writedown

Reimbursement Amount, as the case may be), provided that the aggregate of all such Writedown

Reimbursement Payment Amounts at any time shall not exceed the aggregate of all Floating

Amounts with respect to such Reference Obligation (determined without regard to the Effective

Date) in respect of Writedowns occurring prior to such Additional Fixed Amount Payment Date.

7. Transfer and Termination of Component Transactions
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Without prejudice to Section 7 of the Master Agreement specified in the relevant Confirmation,

the Component Transactions (or any part thereof) to which these ABX Standard Terms relate may

only be transferred (by way of assignment, novation or otherwise) or terminated prior to the

Component Transaction Scheduled Termination Date thereof (other than in accordance with the

terms hereof) together with an equal part (by Initial Face Amount) of each other Component

Transaction forming part of the Master Transaction of which it forms a part.

8. Disclaimers

(a) ABXTM is a service mark of the Index Sponsor and has been licensed for use in connection with

the Master Transaction.

(b) The Index referenced herein is the property of the Index Sponsor and has been licensed for use in

connection with the transaction hereunder. Each party acknowledges and agrees that the

transaction hereunder is not sponsored, endorsed, or promoted by the Index Sponsor or any

members of the Index Sponsor (the Index Sponsor, together with its members, the "Index

Parties"). The Index Parties make no representation whatsoever, whether express or implied, and

hereby expressly disclaim all warranties (including, without limitation, those of merchantability

or fitness for a particular purpose or use), with respect to the Index or any data included therein or

relating thereto, and in particular disclaim any warranty either as to the quality, accuracy and/or

completeness of the Index or any data included therein, the results obtained from the use of the

Index and/or the composition of the Index at any particular time on any particular date or

otherwise and/or the creditworthiness of any entity, or the likelihood of the occurrence of a

Floating Amount Event with respect to an obligation, in the Index at any particular time on any

particular date or otherwise. The Index Parties shall not be liable (whether in negligence or

otherwise) to the parties or any other person for any error in the Index, and the Index Parties are

under no obligation to advise the parties or any person of any error therein. The Index Parties

make no representation whatsoever, whether express or implied, as to the advisability of entering

into the transaction hereunder, the ability of the Index to track relevant markets' performances, or

otherwise relating to the Index or any transaction or product with respect thereto, or of assuming

any risks in connection therewith. The Index Parties have no obligation to take the needs of any

party into consideration in determining, composing or calculating the Index. Neither party to this

transaction, nor any Index Party, shall have any liability to any party for any act or failure to act

by the Index Parties in connection with the determination, adjustment, calculation or maintenance

of the Index. Although the Calculation Agent will obtain information concerning the Index from

sources it believes reliable, it will not independently verify this information. Accordingly, no

representation, warranty or undertaking (express or implied) is made, and no responsibility is

accepted by either party, its Affiliates or the Calculation Agent, as to the accuracy, completeness

or timeliness of information concerning the Index. Each party acknowledges that the other party

or one of its affiliates 'may be, or may be affiliated with, an Index Party and, as such, may be able

to affect or influence the determination, adjustment or maintenance of the Index. For purposes of

Sections 9.1(b)(iii) and (iv) of the Credit Derivatives Definitions, references to "each party"

therein shall be deemed to include each Index Party.

(c) Without limitation of Section 9. 1(b)(iv) of the Credit Derivatives Definitions (as modified above),

each party acknowledges that the other party or its Affiliates or the Calculation Agent may act

from time to time as an originator, sponsor, servicer, administrator, trustee, underwriter or market

maker, or otherwise act in a capacity as a result of which such party or its Affiliates may be in

possession of information in relation to one or more Reference Obligations or Reference Entities

contained in the Index which may be material in the context of one or more Component

Transactions and that may or may not be publicly available or known to the other party. No
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furnishing by a party or its Affiliates or the Calculation Agent of any notice, report, or other

information with respect to any Reference Obligation or any Reference Entity ("Reference

Obligation Information") shall prejudice the foregoing provision or Section 9.1(b)(iv) of the

Credit Derivatives Definitions, constitute a representation or warranty as to the correctness or

completeness of such Reference Obligation Information, give rise to any duty to supplement,

update or revise the Reference Obligation Information so provided, or otherwise result in such

party or the Calculation Agent having any responsibility for the content of such Reference

Obligation Information.
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Interest Shortfall Cap Annex

Interest Shortfall Cap Amount:

Interest Shortfall
Reimbursement Payment
Amount:

The Interest Shortfall Cap Amount in respect of an Interest
Shortfall for a Reference Obligation shall be the Fixed

Amount calculated in respect of the Fixed Rate Payer
Payment Date immediately following the Reference
Obligation Payment Date on which the relevant Interest
Shortfall occurred.

The first Additional Fixed Amount Payment Date for a
Reference Obligation, zero, and with respect to any
subsequent Additional Fixed Amount Payment Date for

such Reference Obligation and calculated as of the
Reference Obligation Payment Date immediately preceding
such Additional Fixed Amount Payment Date, as specified
by the Calculation Agent in its notice to the parties or by
Seller in its notice to Buyer of the existence of an Interest
Shortfall Reimbursement for such Reference Obligation, an
amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumuilative Interest Shortfall
Payment Amount as of the
Additional Fixed Amount
Payment Date immediately
preceding such Reference
Obligation Payment Date; and

(B) the relevant Cumulative Interest
Shortfall Payment Compounding
Factor for the Fixed Rate Payer
Calculation Period immediately
preceding such. Additional Fixed
Amount Payment Date (or 1.0 in
respect of any Additional Fixed
Amount Payment Date occurring
after the final Fixed Rate Payer
Payment Date for such Reference
Obligation);

minus

(ii) the Cumulative Interest Shortfall Amount
as of such Reference Obligation Payment
Date;
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provided that if the Interest Shortfall
Reimbursement Payment Amount on an Additional
Fixed Amount Payment Date for such Reference
Obligation would exceed the Interest Shortfall
Reimbursement Amount in respect of the related
Reference Obligation Payment Date, then such
Interest Shortfall Reimbursement Payment Amount
shall be deemed to be equal to such Interest
Shortfall Reimbursement Amount.

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date for

Amount: a Reference Obligation, an amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as
of the Reference Obligation Payment Date
for such Reference Obligation immediately
preceding such Reference Obligation
Payment Date or, in the case of the first
Reference Obligation Payment Date, zero;
plus

(ii) the Interest Shortfall Amount (if any) in
respect of such Reference Obligation
Payment Date; plus

(iii) an amount determined by the Calculation
Agent as the amount of interest that would
accrue on the Cumulative Interest Shortfall
Amount immediately preceding such
Reference Obligation Payment Date during
the related Reference Obligation
Calculation Period pursuant to the
Underlying Instruments or, in the case of
the first Reference Obligation Payment
Date, zero; minus

(iv) the Interest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Payment Date for
such Reference Obligation.

Cumulative Interest Shortfall With respect to any Fixed Rate Payer Payment Date and any

Payment Amount: Additional Fixed Amount Payment Date falling on such
date, an amount equal to the greater of:

(a) zero; and
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(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment
Amount for the Reference
Obligation Payment Date
corresponding to such Fixed Rate
Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest
Shortfall Payment Amount
as of the Fixed Rate Payer
Payment Date immediately
preceding such Fixed Rate
Payer Payment Date (or
zero in the case of the first
Fixed Rate Payer Payment
Date); and

(2) the relevant Cumulative
Interest Shortfall Payment
Compounding Factor;

minus

(ii) any Interest Shortfall Reimbursement
Payment Amount paid on such Fixed Rate
Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date

falling after the final Fixed Rate Payer Payment Date, the

Cumulative Interest Shortfall Payment Amount shall be

equal to:

(x) the Cumulative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate

Payer Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring

after the final. Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment
Amount paid on such Additional Fixed Amount
Payment Date.
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Cumulative Interest Shortfall
Payment Compounding Factor:

With respect to any Fixed Rate Payer Calculation Period in
respect of a Reference Obligation, an amount equal to the
sum of:

(a) 1.0;

plus

(b) the product of:

Relevant Rate:

(i) the sum of (A) the Relevant Rate in respect
of such Reference Obligation plus (B) the
relevant Fixed Rate; and

(ii) the actual number of days in such Fixed
Rate Payer Calculation Period divided by
360;

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

With respect to a Fixed Rate Payer Calculation Period in

respect of a Reference Obligation, the relevant Floating
Rate, expressed as a decimal number with seven decimal
places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this

paragraph;

(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period" for purposes of such
determination; and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate
Source;

(ii) the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;
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provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the relevant
Effective Maturity Date to and including the relevant
Termination Date.

Rate Source: USD-LIBOR-BBA
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SCHEDULE J

FORM OF CONFIRMATION FOR CMBS SECURITIES

Deutsche Bank AG 0

Date: [ ]

To: Gemstone CDO VII Ltd.

Fax No:

From: Deutsche Bank AG, acting through its New York Branch

RE: Credit Derivative Transaction on Mortgage-Backed Security with Pay-As-You-Go or

Physical Settlement (Form I) (Dealer Form) (CMBS)

Dear Sir/Madam

The purpose of this communication (the "Confirmation") is to confirm the terms and

conditions of the Credit Derivative Transaction relating to a mortgage-backed security reference

obligation entered into between you Gemstone CDO VII Ltd. ("Party B") and us Deutsche Bank AG,

acting through its New York Branch ("Party A") on the Trade Date specified below (the

"Transaction"). This Confirmation constitutes a "Confirmation" as referred to in the ISDA Master

Agr enent specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions

(the "Credit Derivatives Definitions"), as published by the International Swaps and Derivatives

Association, Inc. ("ISDA") and the ISDA Standard Terms Supplement for use with Credit Derivatives

Transaction on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement, as published

by ISDA on November 10, 2006 (the "CDS on MBS Terms"), and, if (i) the Additional Provisions for

Optional Early Termination have been published by ISDA at the Trade Date and (ii) Optional Early

Termination is specified as being applicable, the Additional Provisions for Optional Early

Termination most recently published by ISDA, are incorporated into this Confirmation. In the event

of any inconsistency between the Credit Derivatives Definitions or the CDS on MBS Terms and this

Confirmation, this Confirmation will govern. In the event of any inconsistency between the CDS on

MBS Terms and the Credit Derivatives Definitions, the CDS on MBS Terms will govern.

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master

Agreement, dated as of [-], 2007 as amended and supplemented from time to time (the "Agreement"),

between you and us. All provisions contained in the Agreement govern this Confirmation except as

expressly modified below.

The terms of the Transaction to which this Confirmation relates are as follows:

Trade Date: [ 1

Effective Date: [ I

Copyright 0 November 2006 by International Swaps & Derivatives Association, Inc.
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Party B (the "Seller").

Fixed Rate Payer: Party A (the "Buyer").

Calculation Agent:
Party A, unless an Event of Default has occurred
and is continuing with respect to Party A, in which
case the Calculation Agent shall be a leading,
independent dealer in derivatives selected by
agreement between the parties within one Business
Day of such Event of Default (the "Substitute
Calculation Agent"), whose fees and expenses shall
be met by Party A, whilst such Event of Default is
continuing. If the parties are unable to agree on a
Substitute Calculation Agent, each of the parties
shall elect an independent dealer in derivatives and
such two dealers shall agree on a third party, who
shall be deemed to be the Substitute Calculation
Agent. Party A shall be appointed to replace the
Substitute Calculation Agent within one Business
Day of the date on which no Event of Default is
continuing in respect of Party A. All determinations
by the Calculation Agent shall be made in good
faith and in a commercially reasonable manner.

Calculation Agent City: New York

Business Day: New York and London

Reference Entity:

Reference Obligation: The obligation identified as follows:

[Insurer: [ ]]
CUSIP/ISIN:[ ]
[Bloomberg ID: [ ]
Legal final maturity date:
Original Principal Amount:
Initial Factor: [ ]
Issuer: The Reference Entity]

Reference Policy: Not Applicable

Reference Price: [*1%

Initial Face Amount: [

Initial Payment: [Not Applicable]

[On [the Effective Date], [Buyer]/[Seller] will pay
[USD][ ] to [Seller]/[Buyer].]

Fixed Rate: [ ]% per annum
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Fixed Rate Payer Payment Dates:

Fixed Amount: Fixed Amount definition for underlying with
payment delay

Additional Credit Event: No Additional Credit Event

Interest Shortfall Cap: Applicable

WAC Cap Interest Provision: Applicable

Step-up provisions: Not Applicable

If Interest Shortfall Cap is applicable, then specify:

Interest Shortfall Cap Basis: Fixed Cap

Interest Shortfall Compounding: Inapplicable

Rate Source: USD-LIBOR-BBA

Optional Early Termination: Not Applicable

Additional Terms: The definition of "Fixed Amount" in the CDS on
MBS Terms shall be deleted and replaced in its
entirety with the following:

"With respect to any Fixed Rate Payer Payment
Date, an amount equal to the product of:

(a) the Fixed Rate;

(b) the Reference Obligation Notional Amount
(as calculated without taking into
consideration any adjustment in the Reference
Obligation Notional Amount due to an
Implied Writedown Amount) outstanding on
the last day of the Reference Obligation
Calculation Period related to such Fixed Rate
Payer Payment Date, as adjusted for any
increases or decreases of. the Reference
Obligation Notional Amount on the
Reference Obligation Payment Date
immediately preceding the related Reference
Obligation Payment Date; and

(c) the actual number of days in the related
Fixed Rate Payer Calculation Period divided
by 360."

Office, Notice and Account Details:

The Office of Buyer for this Transaction is: New York

The Office of Seller for this Transaction is: George Town, Grand Cayman, Cayman Islands
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Telephone, Telex and/or Facsimile Numbers and Contact Details for Notices:

Buyer: Attention: New York Derivatives
Documentation

Telephone: (212) 250-9425

Fax: (212) 797-0779

Email: NYderivative.documentation@db.com

Seller:

Account Details:

Account Details of Buyer:

Account Details of Seller:

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this

Confirmation and returning it to us by facsimile.

Yours sincerely,

DEUTSCHE BANK AG, ACTING THROUGH ITS NEW YORK BRANCH

By:

Name:
Title:

By:

Name:
Title:

Confirmed as of ihe date first above written:

GEMSTONE CDO VII LTD.
By HBK Investments, L.P., New York Branch, as its Investment Manager

By:

Name:
Title:

By:

Name:
Title:
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ISDA STANDARD TERMS SUPPLEMENT FOR USE WITH CREDIT DERIVATIVE

TRANSACTIONS ON MORTGAGE-BACKED SECURITY WITH PAY-AS-YOU-GO OR
PHYSICAL SETTLEMENT'

(published on November 10, 2006)

This ISDA Standard Terms Supplement for use with Credit Derivative Transactions on Mortgage-

Backed Security with Pay-As-You-Go or Physical Settlement (the "CDS on MBS Terms") hereby

incorporates by reference the definitions and provisions contained in the 2003 ISDA Credit

Derivatives Definitions as published by the International Swaps and Derivatives Association, Inc.

("ISDA") (the "Credit Derivatives Definitions"). In the event of any inconsistency between the Credit
2

Derivatives Definitions and these CDS on MBS Terms, these CDS on MBS Terms will govern.

References to the "Reference Obligation" in these CDS on MBS Terms or in the relevant

Confirmation shall be to the terms of the Reference Obligation (as defined below) set out in the

Underlying Instruments (as defined below) as amended from time to time unless otherwise specified

below.

1. General Terms:

Trade Date: As shown in the relevant Confirmation.

Effective Date: As shown in the relevant Confirmation.

Scheduled Termination Date: Subject to paragraph 6, the Legal Final Maturity Date
of the Reference Obligation, subject to adjustment in
accordance with the Following Business Day
Convention.

THE FOOTNOTES TO THIS CDS ON MBS STANDARD TERMS SUPPLEMENT ARE PROVIDED FOR

CLARIFICATION ONLY AND DO NOT CONSTITUTE ADVICE AS TO THE STRUCTURING OR

DOCUMENTATION OF A CREDIT DERIVATIVE TRANSACTION.

ISDA has not undertaken to review all applicable laws and regulations of any jurisdiction in which the Credit

Derivatives Definitions or these CDS on MBS Terms may be used. Therefore, parties are advised to consider the

application of any relevant jurisdiction's regulatory, tax, accounting, exchange or other requirements that may

exist in connection with the entering into and documenting of a privately negotiated credit derivative

transaction.

The definitions and provisions in this ISDA Standard Terms Supplement for use with Credit

Derivatives Transactions on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement

may be incorporated into a Confirmation or other document (including in electronic form) (a

"Confirmation") by wording in the Confirmation indicating that, or the extent to which, the
Confirmation is subject to this ISDA Standard Terms Supplement for use with Credit Derivatives
Transactions on Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement. All

definitions and provisions so incorporated in a Confirmation will be applicable to that Confirmation
unless otherwise provided in that Confirmation.

2 Parties who wish to novate a trade documented by way of a Confirmation incorporating these CDS on

MBS Terms should consider using the Form ofNovation Confirmation set out in the Schedule to this

ISDA Standard Terms Supplement.

Copyright © November 2006 by International Swaps & Derivatives Association, Inc.
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Termination Date:

Floating Rate Payer:

Fixed Rate Payer:

Calculation Agent:

Calculation Agent City:

Business Day:

Business Day Convention:

I r'; -U -H1

Reference Obligation:

Reference Policy:

Reference Price:

Applicable Percentage:

The last to occur of:

(a) the fifth Business Day following the Effective
Maturity Date;

(b) the last Floating Rate Payer Payment Date;

(c) the last Delivery Date; and

(d) the last Additional Fixed Amount Payment
Date.

As shown in the relevant Confirmation (the "Seller").

As shown in the relevant Confirmation (the "Buyer").

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Following (which, with the exception of the Effective
Date, the Final Amortization Date, each Reference
Obligation Payment Date and the period end date of
each Reference Obligation Calculation Period, shall
apply to any date referred to in these CDS on MBS
Terms or in the Relevant Confirmation that falls on a
day that is not a Business Day).

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

Section 2.30 of the Credit Derivatives Definitions shall
not apply.

As shown in the relevant Confirmation.

As shown in the relevant Confirmation.

On any day, a percentage equal to A divided by B.

"A" means the product of the Initial Face Amount and
the Initial Factor as decreased on each Delivery Date
by an amount equal to (a) the outstanding principal
balance of Deliverable Obligations Delivered to Seller
(as adjusted by the Relevant Amount, if any) divided
by the Current Factor on such day multiplied by (b) the
Initial Factor.

"B" means the product of the Original Principal
Amount and the Initial Factor;

(a) . as increased by the outstanding principal
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balance of any further issues by the Reference
* Entity that are fungible with and form part of
the same legal series as the Reference
Obligation; and

(b) as decreased by any cancellations of some or
all of the Outstanding Principal Amount
resulting from purchases of the Reference
Obligation by or on behalf of the Reference
Entity.'

Initial Face Amount: As shown in the relevant Confirmnation.

Reference Obligation Notional On the Effective Date, the product of:
Amount:

(a) the Original Principal Amount;

(b) the Initial Factor, and

(c) the Applicable Percentage.

Following the Effective Date, the Reference
Obligation Notional Amount will be:

(i) decreased on each day on which a Principal
Payment is made by the relevant Principal
Payment Amount;

(ii) decreased on the day, if any, on which a
Failure to Pay Principal occurs by the relevant
Principal Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs by the relevant Writedown Amount;

(iv) increased on each day on which a Writedown
Reimbursement occurs by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs
(ii) or (iii) of the definition of "Writedown
Reimbursement"; and

(v) decreased on each Delivery Date by an amount
equal to the relevant Exercise Amount minus
the amount determined pursuant to paragraph
(b) of "Physical Settlement Amount" below,
provided that if any Relevant Amount is
applicable, the Exercise Amount will also be
deemed to be decreased by such Relevant
Amount (or increased by the absolute value of
such Relevant Amount if such Relevant
Amount is negative) with effect from such

This represents the percentage covered by the relevant Transaction of the Outstanding Principal
Amount. It may be more than 100%.
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Delivery Date;

provided that if the Reference Obligation Notional
Amount would be less than zero, it shall be deemed to
be zero.

For the avoidance of doubt, the Reference Obligation
Notional Amount shall not be increased by any
deferral or capitalization of interest that relates to the
Term of this Transaction or decreased by payment of
any portion of the principal balance of the Reference
Obligation that is attributable to the deferral or
capitalization of interest during the Term of this
Transaction.

Initial Payment: As shown in the relevant Confirmation.

2. Fixed Payments:

Fixed Rate Payer: Buyer

Fixed Rate: As shown in the relevant Confirmation, subject to
adjustment in accordance with paragraph 6 below.

Fixed Rate Payer Period End The first day of each Reference Obligation Calculation
Date: Period.

Fixed Rate Payer Payment In the relevant Confirmation, the parties shall specify
Dates: either "Not CMBS Convention" or "CMBS

Convention" as applicable.

If "Not CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be each day falling five Business Days after a
Reference Obligation Payment Date; provided that the
final Fixed Rate Payer Payment Date shall fall on the
fifth Business Day following the Effective Maturity
Date.

If "CMBS Convention" is specified in the relevant
Confirmation, the Fixed Rate Payer Payment Dates
shall be, after each Reference Obligation Payment
Date, the next following 25th calendar day of the
month, except that when a Reference Obligation
Payment Date falls on or after 25th calendar day of a
month, the Fixed Rate Payer Payment Date in respect
of such Reference Obligation Payment Date shall be
25th calendar day of the next following month;
provided that the final Fixed Rate Payer Payment Date
shall fall on the fifth Business Day following the
Effective Maturity Date.

Fixed Amount: In the relevant Confirmation, the parties shall specify
"Fixed Amount definition for underlying with no
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payment delay" or "Fixed Amount definition for
underlying with payment delay".

If "Fixed Amount definition for underlying with no
payment delay" is specified in the relevant
Confirmation, the Fixed Amount shall be, with respect
to any Fixed Rate Payer Payment Date, an amount
equal to the product of:

(a) the Fixed Rate;

(b) an amount determined by the Calculation Agent
equal to:

(i) the sum of the Reference Obligation
Notional Amount as at 5:00 p.m. in the
Calculation Agent City on each day in
the related Fixed Rate Payer Calculation
Period; divided by

(ii) the actual number of days in the related
Fixed Rate Payer Calculation Period;
and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

If "Fixed Amount definition for underlying with
payment delay" is specified in the relevant
Confirmation, then the Fixed Amount shall be with
respect to any Fixed Rate Payer Payment Date, an
amount equal to the product of:

(a) the Fixed Rate;

(b) the Reference Obligation Notional Amount
outstanding on the last day of the Reference
Obligation Calculation Period related to such
Fixed Rate Payer Payment Date, as adjusted
for any increases or decreases of the Reference
Obligation Notional Amount on the Reference
Obligation Payment Date immediately
preceding the related Reference Obligation
Payment Date; and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Additional Fixed Amount (a) Each Fixed Rate Payer Payment Date; and
Payment Dates:

(b) in relation to each Additional Fixed Payment
Event occurring after the second Business Day
prior to the last Fixed Rate Payer Payment
Date, the fifth Business Day after Buyer has
received notification from Seller or the
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Additional Fixed Payments:

Additional Fixed Payment
Event:

Additional Fixed Amount:

Floating Rate Payer:

Calculation Agent of the occurrence of such
Additional Fixed Payment Event.

Following the occurrence of an Additional Fixed
Payment Event in respect of the Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount
to Seller on the first Additional Fixed Amount
Payment Date falling at least two Business Days (or in
the case of an Additional Fixed Payment Event that
occurs after the second Business Day prior to the last
Fixed Rate Payer Payment Date, five Business Days)
after the delivery of a notice by the Calculation Agent
to the parties or by Seller to Buyer stating that the
related Additional Fixed Amount is due and showing
in reasonable detail how such Additional Fixed
Amount was determined; provided that any such
notice must be given on or prior to the fifth Business
Day following the day that is one calendar year after
the Effective Maturity Date.

The occurrence on or after the Effective Date and on
or before the day that is one calendar year after the
Effective Maturity Date of a Writedown
Reimbursement, a Principal Shortfall Reimbursement
or an Interest Shortfall Reimbursement.

With respect to each Additional Fixed Amount
Payment Date, an amount equal to the sum of:

(a) the Writedown Reimbursement Payment
Amount (if any);

(b) the Principal Shortfall Reimbursement
Payment Amount (if any); and

(c) the Interest Shortfall Reimbursement Payment
Amount (if any).

For the avoidance of doubt, each Writedown
Reimbursement Payment Amount, Principal Shortfall
Reimbursement Payment Amount or Interest Shortfall
Reimbursement Payment Amount (as applicable) shall
be calculated using the Applicable Percentage which
takes into account the aggregate adjustment made to
the Applicable Percentage in respect of all Delivery
Dates that have occurred prior to the date of such
calculation.

Seller

Floating Rate Payer Payment In relation to a Floating Amount Event, the first Fixed
Rate Payer Payment Date falling at least two Business
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Dates:

Floating Payments:

Floating Amount Event:

Floating Amount:

Days (or in the case of a Floating Amount Event that
occurs on the Legal Final Maturity Date or the Final
Amortization Date, the fifth Business Day) after
delivery of a notice by the Calculation Agent to the
parties or a notice by Buyer to Seller that the related
Floating Amount is due and showing in reasonable
detail how such Floating Amount was determined;
provided that any such notice must be given on or prior
to the fifth Business Day following the Effective
Maturity Date.

If a Floating Amount Event occurs, then on the relevant
Floating Rate Payer Payment Date, Seller will pay the
relevant Floating Amount to Buyer. For the avoidance
of doubt, the Conditions to Settlement are not required
to be satisfied in respect of a Floating Payment.

A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

With respect to each Floating Rate Payer Payment
Date, an amount equal to the sum of:

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount
(if any).

For the avoidance of doubt, each Writedown Amount,
Principal Shortfall Amount or Interest Shortfall
Payment Amount (as applicable) shall be calculated
using the Applicable Percentage which takes into
account the aggregate adjustment made to the
Applicable Percentage in respect of all Delivery Dates
that have occurred prior to the date of such calculation.
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4. Credit Events and Physical Settlement

Conditions to Settlement: Credit Event Notice

Notifying Party: Buyer

Notice of Physical Settlement

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in
Section 3.7 of the Credit
Derivatives Definitions;
provided that Servicer Reports
in respect of the Reference
Obligation and, in respect of a
Distressed Ratings Downgrade
Credit Event only, any public
communications by any of the
Rating Agencies in respect of
the Reference Obligation shall
also be deemed Public Sources.

Specified Number: 1

provided that if the Calculation Agent has previously
delivered a notice to the parties or Buyer has
previously delivered a notice to Seller pursuant to the
definition of "Floating Rate Payer Payment Dates"
above in respect of a Writedown or a Failure to Pay
Principal, the only Condition to Settlement with respect
to any Credit Event shall be a Notice of Physical
Settlement.

The parties agree that with respect to the Transaction
and notwithstanding anything to the contrary in the
Credit Derivatives Definitions:

(a) the Conditions to Settlement may be satisfied
on more than one occasion;

(b) multiple Physical Settlement Amounts may be
payable by Seller;

(c) Buyer, when providing a Notice of Physical
Settlement, must specify an Exercise Amount
and an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise Amount
that is less than the Reference Obligation
Notional Amount as of the date on which such
Notice of Physical Settlement is delivered
(calculated as though Physical Settlement in
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Credit Events:

Obligation:

respect of all previously delivered Notices of
Physical Settlement has occurred in full), the
rights and obligations of the parties under the
Transaction shall continue and Buyer may
deliver additional Notices of Physical
Settlement with respect to the initial Credit
Event or with respect to any additional Credit
Event at any time thereafter, and

(e) any Notice of Physical Settlement shall be
delivered no later than 30 calendar days after
the fifth Business Day following the earlier of
the Effective Maturity Date and the Optional
Step-up Early Termination Date.

Section 3.2(d) of the Credit Derivatives Definitions is
amended to delete the words "that is effective no later
than thirty calendar days after the Event Determination
Date".

Section 3.3 of the Credit Derivatives Definitions is
amended so that the following is added as sub-clause
(d):

"(d) the expiration of any applicable grace period for a
Failure to Pay Principal Credit Event".

The following Credit Events shall apply to the
Transaction (and the first sentence of Section 4.1 of the
Credit Derivatives Definitions shall be amended
accordingly):

Failure to Pay Principal

Writedown

Additional Credit Event (as shown in the
relevant Confirmation). -

Reference Obligation Only

Interest Shortfall Payment
Amount:

Interest Shortfall Cap:

In respect of an Interest Shortfall, the relevant Interest
Shortfall Amount; provided that, if Interest Shortfall Cap is
specified as applicable in the relevant Confirmation and the
Interest Shortfall Amount exceeds the Interest Shortfall Cap
Amount, the Interest Shortfall Payment Amount in respect
of such Interest Shortfall shall be the Interest Shortfall Cap
Amount.

As shown in the relevant Confirmation.
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Interest Shortfall Cap Amount:

Actual Interest Amount:

WAC Cap Interest Provision:

Expected Interest Amount:

As set out in the Interest Shortfall Cap Annex.

With respect to any Reference Obligation Payment Date,
payment by or on behalf of the Issuer of an amount in
respect of interest due under the Reference Obligation
(including, without limitation, any deferred interest or
default interest but excluding payments in respect of
prepayment penalties, yield maintenance provisions or
principal, except that the Actual Interest Amount shall
include any payment of principal representing capitalized
interest that relates to the Term of the Transaction) to the
holder(s) of the Reference Obligation in respect of the
Reference Obligation.

As shown in the relevant Confirmation.

For this purpose, "WAC Cap" means a weighted average
coupon or weighted average rate cap provision (however
defined in the Underlying Instruments) of the Underlying
Instruments that limits, increases or decreases the interest
rate or interest entitlement in circumstances where the
Underlying Instruments as at the Trade Date and without
regard to any subsequent amendments, do not provide for
any interest shortfall arising as a result of such provision to
be deferred, capitalized or otherwise compensated for at any
future time.

With respect to any Reference Obligation Payment Date, the
amount of current interest that would accrue during the
related Reference Obligation Calculation Period calculated
using the Reference Obligation Coupon on a principal
balance of the Reference Obligation equal to:

(a) the Outstanding Principal Amount taking into
account any reductions due to a principal deficiency
balance or realized loss amount (however described
in the Underlying Instruments) that are attributable
to the Reference Obligation minus

(b) the Aggregate Implied Writedown Amount (if any)

and that will be payable on the related Reference Obligation
Payment Date assuming for this purpose that sufficient
funds are available therefor in accordance with the
Underlying Instruments. Except as provided in (a) in the
previous sentence, the Expected Interest Amount shall be
determined without regard to (i) unpaid amounts in respect
of accrued interest on prior Reference Obligation Payment
Dates, or (ii) any prepayment penalties or yield maintenance
provisions.

The Expected Interest Amount shall be determined:

(x) if WAC Cap Interest Provision is specified as

applicable in the relevant Confirmation, after giving
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effect to any WAC Cap; and

(y) if WAC Cap Interest Provision is specified as not
applicable in the relevant Confirmation, without
giving effect to any WAC Cap; and

in either case without regard to the effect of any provisions
(however described) of such Underlying Instruments that
otherwise permit the limitation of due payments to
distributions of funds available from proceeds of the
Underlying Assets, or that provide for the capitalization or
deferral of interest on the Reference Obligation during the
Term of the Transaction, or that provide for the
extinguishing or reduction of such payments or distributions
(each a "Limitation Provision") (but, for the avoidance of
doubt, taking account of any Writedown within paragraph
(i) of the definition of "Writedown" occurring in accordance
with the Underlying Instruments)f.

For the purposes of calculating the Expected Interest
Amount, and notwithstanding any other provision herein,
the Reference Obligation Coupon shall be deemed to include
any cap stated in the Underlying Instrument that is not a
Limitation Provision and, where WAC Cap Interest
Provision is specified as not applicable in the relevant
Confirmation, is not a WAC Cap.

Interest Shortfall: With respect to any Reference Obligation Payment Date,
either (a) the non-payment of an Expected Interest Amount
or (b) the payment of an Actual Interest Amount that is less
than the Expected Interest Amount.

For the avoidance of doubt, the occurrence of an event
within (a) or (b) shall be determined taking into account any
payment made under the Reference Policy, if applicable.

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date, an
amount equal to the greater of:

(a) zero; and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;

minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference Obligation
Payment Date only, the Interest Shortfall Amount shall be

Note that this will not impact the determination of "Expected Interest Amount" in respect of a
Reference Obligation that does not have a Limitation Provision.
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Interest Shortfall
Reimbursement:

Interest Shortfall
Reimbursement Amount:

Interest Shortfall
Reimbursement Payment
Amount:

the amount determined in accordance with (a) and (b) above
multiplied by a fraction equal to:

(x). the number of days in the first Fixed Rate Payer
Calculation Period; over

(y) the number of days in the first Reference Obligation
Calculation Period.

With respect to any Reference Obligation Payment Date, the
payment by or on behalf of the Issuer of an Actual Interest
Amount in respect of the Reference Obligation that is
greater than the Expected Interest Amount.

With respect to any Reference Obligation Payment Date, the
product of (a) the amount of any Interest Shortfall
Reimbursement on such day and (b) the Applicable
Percentage.

If Interest Shortfall Cap is specified as not applicable in the
relevant Confirmation, the relevant Interest Shortfall
Reimbursement Amount. If Interest Shortfall Cap is
specified as applicable in the relevant Confirmation, the
amount determined pursuant to the Interest Shortfall Cap
Annex.

6. Consequences of Step-up of the Reference Obligation Coupon

Step-up provisions:

Step-up:

Non-Call Notification Date:

Non-Call Notice:

Increase of the Fixed Rate:

As shown in the relevant Confirmation.

If the Step-up provisions are applicable, then the following
provisions of this paragraph 6 shall apply.

On any day, an increase in the Reference Obligation Coupon
due to the failure of the Issuer or a third party to exercise, in
accordance with the Underlying Instruments, a "clean-up
call" or other right to purchase, redeem, cancel or terminate
(however described in the Underlying Instruments) the
Reference Obligation.

The date of delivery by the Calculation Agent to the parties
or by Buyer to Seller of a Non-Call Notice.

A notice given by the Calculation Agent to the parties or by
Buyer to Seller that the Reference Obligation has not been
purchased, redeemed, cancelled or terminated by the Issuer
or a third party, in accordance with the Underlying
Instruments, pursuant to a "clean-up call" or other right to
purchase, redeem, cancel or terminate (however described in
the Underlying Instruments) the Reference Obligation,
which failure will result in the occurrence of a Step-up.

Subject to "Optional Step-up Early Termination" below,
upon the occurrence of a Step-up, the Fixed Rate will be
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Optional Step-up Early
Termination:

increased by the number of basis points by which the
Reference Obligation Coupon is increased due to the
Step-up, such increase to take effect as of the Fixed Rate
Payer Payment Date immediately following the fifth
Business Day after the Non-Call Notification Date.

No later than five Business Days after the Non-Call
Notification Date, Buyer shall notify Seller (such
notification, a "Buyer Step-up Notice") whether Buyer
wishes to continue the Transaction at the increased Fixed
Rate or to terminate the Transaction.

If Buyer elects to terminate the Transaction, the date of
delivery of the Buyer Step-up Notice shall be the Scheduled
Termination Date (such date, the "Optional Step-up Early
Termination Date") and in such case "Increase of the Fixed
Rate" in this paragraph 6 shall not apply.

No amount shall be payable by either party in respect of the
Optional Step-up Early Termination Date other than any
Fixed Amount, Additional Fixed Amount, Floating Amount
or Physical Settlement Amount calculated in accordance
with the terms hereof. For the avoidance of doubt, the
obligation of a party to pay any amount that has become due
and payable under the Transaction and remains unpaid as at
the Optional Step-up Early Termination Date shall not be
affected by the occurrence of the Optional Step-up Early
Termination Date.

If Buyer fails to deliver the Buyer Step-up Notice by the
fifth Business Day after the Non-Call Notification Date,
Buyer shall be deemed to have elected to continue the
Transaction at the increased Fixed Rate as described under
"Increase of the Fixed Rate".

If Buyer elects, or is deemed to have elected, to continue the
Transaction at the increased Fixed Rate, the Transaction
shall continue.

7. Settlement Terms

Settlement Method: Physical Settlement

Terms Relating to Physical Settlement:

Physical Settlement Period:

Deliverable Obligations:

Deliverable Obligations:

Physical Settlement Amount:

Five Business Days

Exclude Accrued Interest

Deliverable Obligation Category: Reference Obligation
Only

An amount equal to:
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Delayed Payment:

Escrow:

Non-delivery by Buyer or
occurrence of the Effective
Maturity Date:

(a) the product of the Exercise Amount and the
Reference Price; minus

(b) the sum of:

(i) if the Aggregate Implied Writedown
Amount is greater than zero, the product
of (A) the Aggregate Implied Writedown
Amount, (B) the Applicable Percentage,
each as determined immediately prior to
the relevant Delivery and (C) the relevant
Exercise Percentage; and

(ii) the product of (A) the aggregate of all
Writedown Amounts in respect of
Writedowns within paragraph (i)(B) of the
definition of "Writedown" minus the
aggregate of all Writedown
Reimbursement Amounts in respect of
Writedown Reimbursements within
paragraph (ii)(B) of the definition of
"Writedown Reimbursement" and (B) the
relevant Exercise Percentage;

provided that if the Physical Settlement Amount would
exceed the product of:

(1) the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical
Settlement is delivered calculated as though
Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has
occurred in full; and

(2) the Exercise Percentage;

then the Physical Settlement Amount shall be deemed to be
equal to such product.

With respect to a Delivery Date, if a Servicer Report that
describes a Delayed Payment is delivered to holders of the
Reference Obligation or to the Calculation Agent on or
after such Delivery Date, Buyer will pay the applicable
Delayed Payment Amount to Seller no later than five
Business Days following the later of (a) the day on which
such Servicer Report is delivered and (b) the day on which
such Delayed Payment is due and payable.

Applicable

If Buyer has delivered a Notice of Physical Settlement and:

(a) Buyer does not Deliver in full the Deliverable
Obligations specified in that Notice of Physical
Settlement on or prior to the Physical Settlement
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Date; or

(b) the Effective Maturity Date occurs after delivery
of the Notice of Physical Settlement but before
Buyer Delivers the Deliverable Obligations
specified in that Notice of Physical Settlement;

then such Notice of Physical Settlement shall be deemed
not to have been delivered and any reference in these CDS
on MBS Terms to a previously delivered Notice of
Physical Settlement shall exclude any Notice of Physical
Settlement that is deemed not to have been delivered.
Sections 9.2(c)(ii) (except for the first sentence thereof),
9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives
Definitions shall not apply.

8. Additional Provisions:

(a) Delivery of Servicer Report

If either party makes a request in writing, the Calculation Agent agrees to provide such party
with a copy of the most recent Servicer Report promptly following receipt of such request, if

and to the extent such Servicer Report is reasonably available to the Calculation Agent

(whether or not the Calculation Agent is a holder of the Reference Obligation). In. addition, if
a Floating Payment or an Additional Fixed Payment is due hereunder, then the Calculation

Agent or the party that notifies the other party that the relevant Floating Payment or

Additional Fixed Payment is due, as applicable, (the "Notifying Party") shall deliver a copy of

any Servicer Report relevant to such payment that is requested by the party that is not the

Notifying Party or by either party where the Notifying Party is the Calculation Agent, if and

to the extent that such Servicer Report is reasonably available to the Notifying Party (whether

or not the Notifying Party is a holder of the Reference Obligation).

(b) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating (i) the Fixed

Amount payable on each Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating

Amount Event and the related Floating Amount and (iii) the occurrence of an Additional

Fixed Payment Event and the related Additional Fixed Amount; provided that

notwithstanding the above, each of Buyer and Seller shall be entitled to determine and

calculate the above amounts to the extent that Buyer or Seller, as applicable, has the right to
deliver a notice to the other party demanding payment of such amount. The Calculation
Agent or Buyer or Seller, as applicable, shall make such determinations and calculations
based solely on the basis of the Servicer Reports, to the extent such Servicer Reports are
reasonably available to the Calculation Agent or such party. The Calculation Agent or Buyer

or Seller, as applicable, shall, as soon as practicable after making any of the determinations or
calculations specified in (i) and (ii) above, notify the parties or the other party, as applicable,
of such determinations and calculations. For the avoidance of doubt, if an Interest Shortfall
Amount is not explicitly set out in the Servicer Report but the Calculation Agent determines

that-an Interest Shortfall has occurred on the basis of information in such Servicer Report,
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then the relevant Interest Shortfall Amount shall be calculated by the Calculation Agent on
the basis of such information.'

(c) Adjustment of Calculation Agent Determinations

To the extent that a Servicer furnishes any Servicer Reports correcting information contained
in previously issued Servicer Reports, and such corrections impact calculations pursuant to
the Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by
the Calculation Agent to reflect the corrected information (provided that, for the avoidance of
doubt, no amounts in respect of interest shall be payable by either party and provided that the
Calculation Agent in performing the calculations pursuant to this paragraph will assume that
no interest has accrued on any adjusted amount), and the Calculation Agent shall promptly
notify both parties of any corrected payments required by either party. Any required corrected
payments shall be made within five Business Days of the day on which such notification by
the Calculation Agent is effective.

9. Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as
Section 3(a)(iv) of the form of Novation Agreement set forth in Exhibit E to the Credit
Derivatives Definitions to the Reference Entity shall be deemed to be references to both the
Reference Entity and the Insurer in respect of the Reference Policy, if applicable.

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit
Derivatives Definitions shall be amended by (i) inserting the words "the Insurer in
respect of the Reference Policy, if applicable" at the end of subparagraph (a)(ii)(A)
thereof, (ii) inserting the words ", servicer, sub-servicer, master servicer" before the
words "or paying agent" in subparagraph (a)(ii)(B) thereof and (iii) deleting the word
"or" at the end of subparagraph (a)(iii) thereof and inserting at the end of
subparagraph (a)(iv) thereof the following: "or (v) is information contained in a
notice or on a website published by an internationally recognized rating agency that
has at any time rated the Reference Obligation".

(ii) The definition of "Physical Settlement" in Section 8.1 of the Credit Derivatives
Definitions shall be amended by (i) deleting the words "Physical Settlement Amount"
from the last line of the second paragraph thereof and (ii) inserting in lieu thereof the
words "Exercise Amount".

(iii) The definition of "Physical Settlement Date" in Section 8.4 of the Credit Derivatives
Definitions shall be amended by deleting the last. sentence thereof.

5 This is intended to cover any situation in which the Servicer Report does not report on Interest
Shortfalls.
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(c) For the purposes of the Transaction only, the following terms have the meanings given below:

"Actual Principal Amount" means, with respect to the Final Amortization Date or the Legal
Final Maturity Date, an amount paid on such day by or on behalf of the Issuer in respect of
principal (excluding any amount representing capitalized interest that relates to the Term of
the Transaction) to the holder(s) of the Reference Obligation in respect of the Reference
Obligation.

"Aggregate Implied Writedown Amount" means the greater of (i) zero and (ii) the aggregate
of all Implied Writedown Amounts minus the aggregate of all Implied Writedown
Reimbursement Amounts.

"Current Factor" means the factor of the Reference Obligation as specified in the most recent
Servicer Report; provided that if the factor is not specified in the most recent Servicer Report
or the factor specified includes deferred or capitalized interest that relates to the Term of the
Transaction, then the Current Factor shall be the ratio equal to (i) the Outstanding Principal
Amount as of such date, determined in accordance with the most recent Servicer Report over
(ii) the Original Principal Amount.

"Current Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, an amount determined as of the last day of such Reference Obligation
Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of.

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Pari Passu Amount and (y) the Pari Passu
Amount plus the Senior Amount minus the aggregate outstanding
asset pool balance securing the payment obligations on the Reference
Obligation (all such outstanding asset pool balances as obtained by
the Calculation Agent from the most recently dated Servicer Report
available as of such day), calculated based on the face amount of the
assets then in such pool, whether or not any such asset is performing.

"Delayed Payment" means, with respect to a Delivery Date, a Principal Payment, Principal
Shortfall Reimbursement or a Writedown Reimbursement within paragraph (i) of the
definition of "Writedown Reimbursement" that is described in a Servicer Report delivered to
holders of the Reference Obligation or to the Calculation Agent on or after such Delivery
Date.

"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation
as of a date prior to a Delivery Date are paid a Delayed Payment on or after such Delivery
Date, an amount equal to the product of (i) the sum of all such Delayed Payments, (ii) the
Reference Price, (iii) the Applicable Percentage immediately prior to such Delivery Date and
(iv) the Exercise Percentage.
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"Distressed Ratings Downgrade" means that the Reference Obligation:

(i) if publicly rated by Moody's, (A) is downgraded to "Caa2" or below by Moody's or
(B) has the rating assigned to it by Moody's withdrawn and, in either case, not
reinstated within five Business Days of such downgrade or withdrawal; provided that
if such Reference Obligation was assigned a public rating of "Baa3" or higher by
Moody's immediately prior to the occurrence of such withdrawal, it shall not
constitute a Distressed Ratings Downgrade if such Reference Obligation is assigned a
public rating of at least "Caal" by Moody's within three calendar months after such
withdrawal; or

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC" or below by
Standard & Poor's or (B) has the rating assigned to it by Standard & Poor's
withdrawn and, in either case, not reinstated within five Business Days of such
downgrade or withdrawal;.provided that if such Reference Obligation was assigned a
public rating of "BBB-" or higher by. Standard & Poor's immediately prior to the
occurrence of such withdrawal, it shall not constitute a Distressed Ratings Downgrade
if such Reference Obligation is assigned a public rating of at least "CCC+" by
Standard & Poor's within three calendar months after such withdrawal; or

(iii) if publicly rated by Fitch, (A) is downgraded to "CCC" or below by Fitch or (B) has
the rating assigned to it by Fitch withdrawn and, in either case, not reinstated within
five Business Days of such downgrade or withdrawal; provided that if such Reference
Obligation was assigned a public rating of "BBB-" or higher by Fitch immediately
prior to the occurrence of such withdrawal, it shall not constitute a Distressed Ratings
Downgrade if such Reference Obligation is assigned a public rating of at least
"CCC+" by Fitch within three calendar months after such withdrawal.

"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the
Final Amortization Date.

"Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of
Physical Settlement relates equal to the product of (i) the original face amount of the
Reference Obligation to be Delivered by Buyer to Seller on the applicable Physical
Settlement Date; and (ii) the Current Factor as of such date. The Exercise Amount to which a
Notice of Physical Settlement relates shall (A) be equal to or less than the Reference
Obligation Notional Amount (determined, for this purpose, without regard to the effect of any
Writedown or Writedown Reimbursement within paragraphs (i)(B) or (iii) of "Writedown" or
paragraphs (ii)(B) or (iii) of "Writedown Reimbursement", respectively) as of the date on
which the relevant Notice of Physical Settlement is delivered calculated as though the
Physical Settlement of all previously delivered Notices of Physical Settlement has occurred in
full and (B) not be less than the lesser of (1) the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical Settlement is delivered calculated as though
Physical Settlement in respect of all previously delivered Notices of Physical Settlement has
occurred in full and (2) USDI00,000. The cumulative original face amount of Deliverable
Obligations specified in all Notices of Physical Settlement shall not at any time exceed the
Initial Face Amount. For the avoidance of doubt: (a) if any capitalization or deferral of
interest in respect of the Reference Obligation has occurred during the Term of the
Transaction and has not been recovered by holders of the Reference Obligation pursuant to
the terms of the Underlying Instruments, then, for the purpose of determining the amount of
Deliverable Obligations to be Delivered, the Exercise Amount (determined above by
reference to the original face amount) will represent an outstanding principal balance of the
Reference Obligation to be Delivered by Buyer that includes the proportion of unrecovered
interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding the
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foregoing, the Physical Settlement Amount payable by Seller in relation to such Exercise

Amount shall not include any amount in respect of such unrecovered interest.

"Exercise Percentage" means, with respect to a Notice of Physical Settlement, a percentage

equal to the original face amount of the Deliverable Obligations specified in such Notice of

Physical Settlement divided by an amount equal to (i) the Initial Face Amount minus (ii) the

aggregate of the original face amount of all Deliverable Obligations specified in all previously

delivered Notices of Physical Settlement.

"Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal

Final Maturity Date, an amount equal to (i) the Outstanding Principal Amount of the

Reference Obligation payable on such day (excluding any amount representing capitalized

interest that relates to the Term of the Transaction) assuming for this purpose that sufficient

funds are available for such payment, where such amount shall be determined in accordance

with the Underlying Instruments, minus (ii) the sum of (A) the Aggregate Implied Writedown

Amount (if any) and (B) the net aggregate principal deficiency balance or realized loss

amounts (however described in the Underlying Instruments) that are attributable to the

Reference Obligation. The Expected Principal Amount shall be determined without regard to

the effect of any provisions (however described) of the Underlying Instruments that permit the

limitation of due payments or distributions of funds in accordance with the terms of such

Reference Obligation or that provide for the extinguishing or reduction of such payments or

distributions.

"Failure to Pay Principal" means (i) a failure by the Reference Entity (or any Insurer) to pay

an Expected Principal Amount on the Final Amortization Date or the Legal Final Maturity

Date, as the case may be, or (ii) payment on any such day of an Actual Principal Amount that

is less than the Expected Principal Amount; provided that the failure by the Reference Entity

(or any Insurer) to pay any such amount in respect of principal in accordance with the

foregoing shall not constitute a Failure to Pay Principal if such failure has been remedied

within any grace period applicable to such payment obligation under the Underlying

Instruments or, if no such grace period is applicable, within three Business Days after the day

on which the Expected Principal Amount was scheduled to be paid.

"Final Amortization Date" means the first to occur of (i) the date on which the Reference

Obligation Notional Amount is reduced to zero and (ii) the date on which the assets securing

the Reference Obligation or designated to fund amounts due in respect of the Reference

Obligation are liquidated, distributed or otherwise disposed of in full and the proceeds thereof

are distributed or otherwise disposed of in full.

"Fitch" means Fitch Ratings or any successor to its rating business.

"Implied Writedown Amount" means, (i) if the Underlying Instruments do not provide for

writedowns, applied losses, principal deficiencies or realized losses as described in (i) of the

definition of "Writedown" to occur in respect of the Reference Obligation, on any Reference

Obligation Payment Date, an amount determined by the Calculation Agent equal .to the

excess, if any, of the Current Period Implied Writedown Amount over the Previous Period

Implied Writedown Amount, in each case in respect of the Reference Obligation Calculation

Period to which such Reference Obligation Payment Date relates, and (ii) in any other case,

zero.

."Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by

(ii) the Pari Passu Amount.

"Implied Writedown Reimbursement Amount" means, (i) if the Underlying Instruments do

not provide for writedowns, applied losses, principal deficiencies or realized losses as
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described in (i) of the definition of "Writedown" to occur in respect of the Reference
Obligation, on any Reference Obligation Payment Date, an amount determined by the
Calculation Agent equal to the excess, if any, of the Previous Period Implied Writedown
Amount over the Current Period Implied Writedown Amount, in each case in respect of the
Reference Obligation Calculation Period to which such Reference Obligation Payment Date
relates, and (ii) in any other case, zero, provided that the aggregate of all Implied Writedown
Reimbursement Amounts at any time shall not exceed the Outstanding Principal Amount.

"Legal Final Maturity Date" means the date set out in paragraph I above (subject, for the
avoidance of doubt, to any business day convention applicable to the legal final maturity date
of the Reference Obligation), provided that if the legal final maturity date of the Reference
Obligation is amended, the Legal Final Maturity Date shall be such date as amended.

"Moody's" means Moody's Investors Service, Inc. or any successor to its rating business.

"Outstanding Principal Amount" means, as of any date of determination with respect to the
Reference Obligation, the outstanding principal balance of the Reference Obligation as of
such date, which shall take into account:

(i) all payments of principal;

(ii) all writedowns or applied losses (however described in the Underlying Instruments)
resulting in a reduction in the outstanding principal balance of the Reference
Obligation (other than as a result of a scheduled or unscheduled payment of
principal);

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant to an
amendment to the Underlying Instruments resulting in a reduction in the outstanding
principal balance of the Reference Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this
definition; and

(v) any increase in the outstanding principal balance of the Reference Obligation that
reflects a reversal of any prior reductions described in (ii) and (iii) of this definition;
and

(vi) any increase in the outstanding principal balance of the Reference Obligation that is
attributable to the deferral or capitalization of interest prior to the Effective Date.

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion
of the outstanding principal balance of the Reference Obligation that is attributable to the
deferral or capitalization of interest during the Term of this Transaction.

"Pari Passu Amount" means, as of any date of determination, the aggregate of the
Outstanding Principal Amount of the Reference Obligation and the aggregate outstanding
principal balance of all obligations of the Reference Entity secured by the Underlying Assets
and ranking pari passu in priority with the Reference Obligation.

"Previous Period Implied Writedown Amount" means, in respect of a Reference Obligation
Calculation Period, the Current Period Implied Writedown Amount as determined in relation
to the last day of the immediately preceding Reference Obligation Calculation Period.

"Principal Payment" means, with respect to any Reference Obligation Payment Date, the
occurrence of a payment of an amount to the holders of the Reference Obligation in respect of
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principal (scheduled or unscheduled) in respect of the Reference Obligation other than a

payment in respect of principal representing capitalized interest that relates to the Term of the

Transaction, excluding, for the avoidance of doubt, any Writedown Reimbursement or

Interest Shortfall Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date,

an amount equal to the product of (i) the amount of any Principal Payment on such date and

(ii) the Applicable Percentage.

"Principal Shortfall Amount" means, in respect of a Failure to Pay Principal, an amount equal

to the greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the Actual Principal Amount;

(B) the Applicable Percentage; and

(C) the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional

Amount immediately prior to the occurrence of such Failure to Pay Principal, then the

Principal Shortfall Amount shall be deemed to be equal to the Reference Obligation Notional

Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to any day, the payment by or on

behalf of the Issuer of an amount in respect of the Reference Obligation in or toward the

satisfaction of any deferral of or failure to pay principal arising from one or more prior

occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of

(i) the amount of any Principal Shortfall Reimbursement on such day, (ii) the Applicable

Percentage and (iii) the Reference Price.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional

Fixed Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in

respect of all Principal Shortfall Reimbursements (if any) made during the Reference

Obligation Calculation Period relating to such Additional Fixed Amount Payment Date,

provided that the aggregate of all Principal Shortfall Reimbursement Payment Amounts at

any time shall not exceed the aggregate of all Floating Amounts paid by Seller in respect of

occurrences of Failure to Pay Principal prior to such Additional Fixed Amount Payment Date.

"Rating Agencies" means Fitch, Moody's and Standard & Poor's.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation

Payment Date, a period corresponding to the interest accrual period relating to such Reference

Obligation Payment Date pursuant to the Underlying Instruments.

"Reference Obligation Coupon" means the periodic interest rate applied in relation to each

Reference Obligation Calculation Period on the related Reference Obligation Payment Date,

as determined in accordance with the terms of the Underlying Instruments as at the Effective

Date, without regard to any subsequent amendment.
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"Reference Obligation Payment Date" means (i) each scheduled distribution date for the
Reference Obligation occurring on or after the Effective Date and on or prior to the Scheduled
Termination Date, determined in accordance with the Underlying Instruments and (ii) any day
after the Effective Maturity Date on which a payment is made in respect of the Reference
Obligation.

"Relevant Amount" means, if a Servicer Report that describes a Principal Payment,
Writedown or Writedown Reimbursement (other than a Writedown Reimbursement within
paragraph (i) of "Writedown Reimbursement"), in each case that has the effect of decreasing
or increasing the interest-accruing principal balance of the Reference Obligation as of a date
prior to a Delivery Date but such Servicer Report is delivered to holders of the Reference
Obligation or to the Calculation Agent on or after such Delivery Date, an amount equal to the
product of (i) the sum of any such Principal Payment (expressed as a positive amount),
Writedown (expressed as a positive amount) or Writedown Reimbursement (expressed as a
negative amount), as applicable; (ii) the Reference Price; (iii) the Applicable Percentage
immediately prior to such Delivery Date; and (iv) the Exercise Percentage.

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all
obligations of the Reference Entity secured by the Underlying Assets and ranking senior in
priority to the Reference Obligation.

"Servicer" means any trustee, servicer, sub-servicer, master servicer, fiscal agent, paying
agent or other similar entity responsible for calculating payment amounts or providing reports
pursuant to the Underlying Instruments.

"Servicer Reports" means periodic statements or reports regarding the Reference Obligation
provided by the Servicer to holders of the Reference Obligation.

"Standard & Poor's" means Standard & Poor's Rating Services, a division of The McGraw-
Hill Companies, Inc. or any successor to its rating business,

"Underlying Assets" means the assets securing the Reference Obligation for the benefit of the
holders of the Reference Obligation and which are expected to generate the cashflows
required for the servicing and repayment (in whole or in part) of the Reference Obligation, or
the assets to which a holder of such Reference Obligation is economically exposed where
such exposure is created synthetically.

"Underlying Instruments" means the indenture, trust agreement, pooling and servicing
agreement or other relevant agreement(s) setting forth the terms of the Reference Obligation.

"Writedown" means the occurrence at any time on or after the Effective Date of:

(i) (A) a writedown or applied loss (however described in the Underlying
Instruments) resulting in a reduction in the Outstanding Principal Amount
(other than as a result of a scheduled or unscheduled payment of principal);
or

(B) the attribution of a principal deficiency or realized loss (however described in
the Underlying Instruments) to the Reference Obligation resulting in a
reduction or subordination of the current interest payable on the Reference
Obligation;

(ii) the forgiveness of any amount of principal by the holders of the Reference Obligation
pursuant to an amendment to the Underlying Instruments resulting in a reduction in
the Outstanding Principal Amount; or
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(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal
deficiencies or realized losses as described in (i) above to occur in respect of the
Reference Obligation, an Implied Writedown Amount being determined in respect of
the Reference Obligation by the Calculation Agent.

"Writedown Amount" means, with respect to any day, the product of (i) the amount of any

Writedown on such day, (ii) the Applicable Percentage and (iii) the Reference Price.

"Writedown Reimbursement" means, with respect to any day, the occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference
Obligation in reduction of any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount
of the Reference Obligation to reflect the reversal of any prior Writedowns;
or

(B) a decrease in the principal deficiency balance or realized loss amounts
(however described in the Underlying Instruments) attributable to the

Reference Obligation; or

(iii) if the Underlying Instruments do not provide for writedowns, applied losses, principal

deficiencies or realized losses as described in (ii) above to occur in respect of the

Reference Obligation, an Implied Writedown Reimbursement Amount being

determined in respect of the Reference Obligation by the Calculation Agent.

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the

product of:

(i) the sum of all Writedown Reimbursements on that day;

(ii) the Applicable Percentage; and

(iii) the Reference Price.

"Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed

Amount Payment Date, the sum of the Writedown Reimbursement Amounts in respect of all

Writedown Reimbursements (if any) made during the Reference Obligation Calculation
Period relating to such Additional Fixed Amount Payment Date, provided that the aggregate

of all Writedown Reimbursement Payment Amounts at any time shall not exceed the

aggregate of all Floating Amounts paid by Seller in respect of Writedowns occurring prior to

such Additional Fixed Amount Payment Date.
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Interest Shortfall Cap Annex

If Interest Shortfall Cap is specified as applicable in the relevant Confirmation, then the
following provisions will apply:

Interest Shortfall Cap Basis:

Interest Shortfall Cap Amount:

Interest Shortfall
Compounding:

Interest Shortfall
Reimbursement Payment
Amount:

As shown in the relevant Confirmation.

If the Interest Shortfall Cap Basis is Fixed Cap, the Interest
Shortfall Cap Amount in respect of an Interest Shortfall
shall be the Fixed Amount calculated in respect of the Fixed
Rate Payer Payment Date immediately following the
Reference Obligation Payment Date on which the relevant
Interest Shortfall occurred.

If the Interest Shortfall Cap Basis is Variable Cap, the
Interest Shortfall Cap Amount applicable in respect of a
Floating Rate Payer Payment Date shall be an amount equal
to the product of:

(a) the sum of the Relevant Rate and the Fixed Rate
applicable to the Fixed Rate Payer Calculation Period
immediately preceding the Reference Obligation
Payment Date on which the relevant Interest Shortfall
occurs;

(b) the amount determined by the Calculation Agent
under sub-clause (b) of the definition of "Fixed
Amount" in relation to the relevant Fixed Rate Payer
Payment Date; and

(c) the actual number of days in such Fixed Rate Payer
Calculation Period divided by 360.

As shown in the relevant Confirmation.

If Interest Shortfall Cap is specified as applicable in the
relevant Confirmation, then with respect to the first
Additional Fixed Amount Payment Date, zero, and with
respect to any subsequent Additional Fixed Amount
Payment Date and calculated as of the Reference Obligation
Payment Date immediately preceding such Additional Fixed
Amount Payment Date, as specified by the Calculation
Agent in its notice to the parties or by Seller in its notice to
Buyer of the existence of an Interest Shortfall
Reimbursement, an amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall
Payment Amount as of the
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Additional Fixed Amount
Payment Date immediately
preceding such Reference
Obligation Payment Date; and

(B) either:

(1) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor for
the Fixed Rate Payer
Calculation Period
immediately preceding
such Additional Fixed
Amount Payment Date (or
1.0 in respect of any
Additional Fixed Amount
Payment Date occurring
after the final Fixed Rate
Payer Payment Date); or

(2) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

minus

(ii) the Cumulative Interest Shortfall Amount
as of such Reference Obligation Payment
Date;

provided that if the Interest Shortfall Reimbursement
Payment Amount on an Additional Fixed Amount Payment
Date would exceed the Interest Shortfall Reimbursement
Amount in respect of the related Reference Obligation
Payment Date, then such Interest Shortfall Reimbursement
Payment Amount shall be deemed to be equal to such
Interest Shortfall Reimbursement Amount.

Cumulative Interest Shortfall With respect to any Reference Obligation Payment Date, an

Amount: amount equal to the greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as
of the Reference Obligation Payment Date
immediately preceding such Reference
Obligation Payment Date or, in the case of
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the first Reference Obligation Payment
Date, zero; plus

(ii) the Interest Shortfall Amount (if any) in
respect of such Reference Obligation
Payment Date; plus

(iii) either:

(A) if Interest Shortfall Compounding is
specified as applicable in the
relevant Confirmation, an amount
determined by the Calculation
Agent as the amount of interest that
would accrue on the Cumulative
Interest Shortfall Amount
immediately preceding such
Reference Obligation Payment Date
during the related Reference
Obligation Calculation Period
pursuant to the Underlying
Instruments or, in the case of the
first Reference Obligation Payment
Date, zero; or

(B) if Interest Shortfall Compounding is
specified as not applicable in the
relevant Confirmation, 0; minus

(iv) the Interest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Amount shall be multiplied by a fraction
equal to (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery, provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Amount calculated as of the Reference
Obligation Payment Date occurring immediately after such
Reference Obligation Calculation Period shall be multiplied
by a fraction equal to (a) the Applicable Percentage
immediately following the final Delivery made during such
Reference Obligation Calculation Period over (b) the
Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation
Calculation Period.
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Cumulative Interest Shortfall The Cumulative Interest Shortfall Payment Amount with

Payment Amount: respect to any Fixed Rate Payer Payment Date and any
Additional Fixed Amount Payment Date falling on such
Fixed Rate Payer Payment Date shall be an amount equal to
the greater of:

(a) zero; and

(b) the amount equal to:

(i) the sum of:

(A) the Interest Shortfall Payment
Amount for the Reference
Obligation Payment Date
corresponding to such Fixed Rate
Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest
Shortfall Payment Amount
as of the Fixed Rate Payer
Payment Date immediately
preceding such Fixed Rate
Payer Payment Date (or
zero in the case of the first
Fixed Rate Payer Payment
Date); and

(2) either:

(AA) if Interest Shortfall
Compounding is specified
as applicable in the relevant
Confirmation, the relevant
Cumulative Interest
Shortfall Payment
Compounding Factor; or

(BB) if Interest Shortfall
Compounding is specified
as not applicable in the
relevant Confirmation, 1;

ninus

(ii) any Interest Shortfall Reimbursement
Payment Amount paid on such Fixed Rate
Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date
falling after the final Fixed Rate Payer Payment Date, the
Cumulative Interest Shortfall Payment Amount shall be
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equal to:

(x) the Cumulative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate
Payer Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring
after the final Fixed Rate Payer Payment Date);
minus

(y) any Interest Shortfall Reimbursement Payment
Amount paid on such Additional Fixed Amount
Payment Date.

Upon the occurrence of each Delivery, the Cumulative
Interest Shortfall Payment Amount shall be multiplied by a
fraction equal to (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery; provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Payment Amount calculated as of the
Reference Obligation Payment Date occurring immediately
after such Reference Obligation Calculation Period shall be
multiplied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made
during such Reference Obligation Calculation Period and (b)
the Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation
Calculation Period.
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Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an
Payment Compounding Factor: amount equal to the sum of:

(a) 1.0;

plus

(b) the product of:

(i) the sum of (A) the Relevant Rate plus (B)
the Fixed Rate; and

(ii) the actual number of days in such Fixed
Rate Payer Calculation Period divided by
360;

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period, the
Floating Rate, expressed as a decimal number with seven
decimal places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this
paragraph;

(b) the Fixed Rate Payer Calculation Period were a
"Calculation Period" for purposes of such
determination; and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate
Source;

(ii) the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the Effective
Maturity Date to and including the Termination Date.

Rate Source: As shown in the relevant Confirmation.
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Schedule

Form of Novation Confirmation

[Headed paper of Party A]

NOVATION CONFIRMATION

for use with the ISDA Standard Terms Supplement for use with Credit Derivative Transaction on

Mortgage-Backed Security with Pay-As-You-Go or Physical Settlement as published by the
International Swaps and Derivatives Association, Inc.

Date:

To: [Name and Address or Facsimile Number of Party B and Party C]

From: [Party A]

Re: Novation Transaction

Dear_ _

The purpose of this [facsimile][letter] is to confirm the terms and conditions of the Novation

Transaction entered into between the parties and effective from the Novation Date specified below.

This Novation Confirmation constitutes a "Confirmation" as referred to in the New Agreement

specified below.

1. The definitions and provisions contained in the 2004 ISDA Novation Definitions (the

"Definitions"), the terms and provisions of the 2003 ISDA Credit Derivatives Definitions (the "Credit

Derivatives Definitions"), as published by the International Swaps and Derivatives Association, Inc.

and amended from time to time and the Annex hereto are each incorporated in this Novation

Confirmation. In the event of any inconsistency between (i) the Definitions (as amended by the

Annex hereto), (ii) the Credit Derivatives Definitions and/or (iii) the Novation Agreement (as

amended by the Annex hereto), this Novation Confirmation will govern.

2. The terms of the Novation Transaction to which this Novation Confirmation relates

are as follows:

[Novation Trade Date:]
Novation Date:
Novated Percentage:
[Transferor] [Transferor I (and notwithstanding Section 1.5 of the Definitions)]:
[Transferor 2 (and notwithstanding Section 1.5 of the Definitions)]:
[Transferee][Transferee 1]:
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[Remaining Party (and notwithstanding Section 1.6 of
notwithstanding Section 1.6 of the Definitions)]:
[New Agreement (between [Transferee I and Transferee
2][Transferee and Remaining Party])]:

the Definitions)][Transferee 2 (and

ISDA Master Agreement [dated as
of ][as per Section 1.11 of
the Definitions] subject to [English
law][the laws of the State of New
York]

3. The terms of each Old Transaction to which this Novation Confirmation relates[, for

identification purposes, are as follows:][shall be specified in the copy of the Old Confirmation

attached hereto as Exhibit A.]

Reference Entity:
Reference Obligation:
Trade Date of Old Transaction:
Effective Date of Old Transaction:
Applicable Percentage of Old Transaction:
Scheduled Termination Date of Old
Transaction:

4. The terms of each New Transaction to which this Novation Confirmation relates [are

as follows:][shall be specified in Section[s] _ [, and___] of] the copy of the Old Confirmation

attached hereto as Exhibit A.][shall be specified in the New Confirmation attached hereto as Exhibit

[A][B]].

Full First Calculation Period Applicable, [commencing on [ ]]
[commencing on [ ], with respect to
any amounts to be paid by the
Transferee, and [ ], with respect to
any amounts to be paid by the
Remaining Party.

5. Other Provisions: [[Additional Provisions relating to the New Transaction][Credit

Support Documents relating to the New Transaction]]:

6. Miscellaneous Provisions: [Non-Reliance][

7. Notice Details:

Telephone and/or Facsimile Numbers for Notices:
Transferee:
Remaining Party:

8. [The parties confirm their acceptance to be bound by this Novation Confirmation as

of the Novation Date by executing a copy of this Novation Confirmation and returning it to us]. The

Transferor, by its execution of a copy of this Novation Confirmation, agrees to the terms of the

Novation Confirmation as it relates to each Old Transaction. The Transferee, by its execution of a
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copy of this Novation Confirmation, agrees to the terms of the Novation Confirmation as it relates to
each New Transaction.].

9. The Remaining Party and the Transferee agree that, notwithstanding any provision in
the Old Transaction to which this Novation Confirmation relates, all rights of the Remaining Party
and the Transferor in respect of Floating Amounts and Additional Fixed Amounts that arose before
the Novation Date shall be deemed to have been exercised and all obligations of such parties in
respect of such events that have arisen or are deemed to have arisen shall be deemed to have been
satisfied in full, in each case solely for the purposes of determining the rights and obligations of the
Remaining Party and the Transferee under the New Transaction. Nothing in this paragraph shall
affect the rights or obligations of the Remaining Party or the Transferor under the Old Transaction.

..................................................................
(Name of Remaining Party) (Name of Transferor)

B y : .......................................... B y : ....................................
Name: Name:
Title: Title:
Date: Date:

(Name of Transferee)

By: ........... ............
Name: ..... ..................
Title: ........ .............
Date: ........ .............
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Annex

Section 2(a) of the Novation Agreement shall be deemed to be amended as follows:

(a) by the insertion of "(i) " after the words "with respect to" in the fifth line thereof; and

(b) by the addition of the following at the end thereof:

"and any rights or obligations arising in respect of Floating Amount Events or

Additional Fixed Amount Events, in each case in respect of which the Remaining

Party or the Transferor (each an "Original Party"), as applicable, had the right to

deliver a notice pursuant to the terms of the Old Transaction but such notice was not

delivered by that party or the Calculation Agent prior to the Novation Date (each an

"Excluded Event") provided that the rights of the Original Parties to deliver a notice

in respect of an Excluded Event pursuant to the Old Transaction shall expire on the

60thcalendar day following the Novation Date."

2. Section 2(b) of the Novation Agreement shall be deemed to be amended by the addition of the

following after the words "Novation Date," in the last line thereof:

"but excluding any rights or obligations in respect of Excluded Events,"

3. The definition of "Novated Amount" in Section 1.18 of the Definitions shall be replaced by

the following definition of "Novated Percentage":

""Novated Percentage" means the portion of the Applicable Percentage of the Old

Transaction that is the subject of the Novation Transaction. If the Novated Percentage

is less than 100% of the Applicable Percentage of the Old Transaction, the Old
Transaction shall remain in full force and effect but all future payments, deliveries

and calculations thereunder shall be based on an Applicable Percentage that has been

reduced by the relevant Novated Percentage."

Each reference to "Novated Amount" in the Definitions and the Novation Agreement shall be

deemed to be a reference to "Novated Percentage".

4. Section 2.1 (a)(iii)(D)(i) of the Definitions shall not apply

ICM:2978683.12
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SCHEDULE K

FORM OF CONFIRMATION FOR CDO SECURITIES

Deutsche Bank AG V1

Date:

To:

Attention:

Fax No.:

Our Reference:

RE: Credit Derivative Transaction on Collateralized Debt Obligation Security with Pay-As-You-Go or Physical Settlement
(Dealer Form-adjusted for Gemstone CDO VII Ltd.)

Dear Sir/Madam:

The purpose of this letter (the "Confirmation") is to confirm the terms and conditions of the Credit Derivative Transaction
relating to a collateralized debt obligation security reference obligation entered into between Deutsche Bank AG, acting
through its London Branch ("Party A") and Gemstone CDO VII Ltd. ("Party B") on the Trade Date specified below (the
"Transaction"). This Confirmation constitutes a "Confirmation" as referred to in the ISDA Master Agreement specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions (the "Credit Derivatives
Definitions"), as published by the Intemational Swaps and Derivatives Association, Inc., are incorporated into this
Confirmation. In the event of any inconsistency between the Credit Derivatives Definitions and this Confirmation, this
Confirmation shall govem.

This Confirmation supplements, forms a part of, and is subject to, the ISDA Master Agfeement, dated as of June 27, 2006, as
amended and supplemented from time to time (the "Agreement"), between you and us. All provisions contained in the
Agreement govern this Confirmation except as expressly modified below.

References in this Confirmation to the "Reference Obligation" shall be to the terms of the Reference Obligation (as defined
below) set out in the Underlying Instruments (as defined below) as amended from time to time unless otherwise specified
below.

The terms of the Transaction to which this Confirmation relates are as follows:

1. General Terms:

Trade Date: [

Effective Date: [*]

Scheduled Termination Date: Subject to paragraph 5, the Legal Final Maturity Date of the
Reference Obligation, subject to adjustment in accordance
with the Following Business Day Convention.

Termination Date: The last to occur of:

(a) the fifth Business Day following the Effective
Maturity Date;
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(b) the last Floating Rate Payer Payment Date;

(c) the last Delivery Date; and

(d) the last Additional Fixed Amount Payment Date.

Floating Rate Payer Party B (the "Seller").

Fixed Rate Payer Party A (the "Buyer").

Calculation Agent: Party A

Calculation Agent City: New York

Business Day: New York and London

Business Day Convention: Following (which, with the exception of the Effective Date,
the Final Amortization Date, each Reference Obligation
Payment Date and the period end date of each Reference
Obligation Calculation Period, shall apply to any date
referred to in this Confirmation that falls on a day that is not
a Business Day).

Reference Entity: [*]

Reference Obligation: The obligation identified as follows:
Issuer: The Reference Entity
Insurer [10
CUSIP/ISIN: [10
Bloomberg ID: [0
Legal final maturity date: [*]
Original Principal Amount: [*]
Initial Factor [*]
Coupon: [*]

Section 2.30 of the Credit Derivatives Definitions shall not
apply.

Reference Policy: Not Applicable

Reference Price: 100%

Applicable Percentage: On any day, a percentage equal to A divided b B.

"A" means the product of the Initial Face Amount and the
Initial Factor as decreased on each Delivery Date by an
amount equal to (a) the outstanding principal balance of
Deliverable Obligations Delivered to Seller (as adjusted by
the Relevant Amount, if any) divided by the Current Factor
on such day multiplied by (b) the Initial Factor.

"B" means the product of the Original Principal Amount and
the Initial Factor;
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(a) as increased by the outstanding principal balance
of any further issues by the Reference Entity that
are fungible with and form part of the same legal
series as the Reference Obligation; and

(b) as decreased by any cancellations of some or all
of the Outstanding Principal Amount resulting
from purchases of the Reference Obligation by or
on behalf of the Reference Entity.

Initial Face Amount: [*]

Reference Obligation Notional On the Effective Date, the product of:
Amount:

(a) the Original Principal Amount;

(b) the Initial Factor, and

(C) the Applicable Percentage.

Following the Effective Date, the Reference Obligation
Notional Amount will be:

(i) decreased on each day on which a Principal
Payment is made by the relevant Principal
Payment Amount;

(ii) decreased on the day, if any, on which a Failure
to Pay Principal occurs by the relevant Principal
Shortfall Amount;

(iii) decreased on each day on which a Writedown
occurs by the relevant Writedown Amount;

(iv) increased on each day on which a Writedown
Reimbursement occurs by any Writedown
Reimbursement Amount in respect of a
Writedown Reimbursement within paragraphs
(ii) or (iii) of the definition of "Writedown
Reimbursement"; and

(v) decreased on each Delivery Date by an amount
equal to the relevant Exercise Amount minus the
amount determined pursuant to paragraph (b) of
"Physical Settlement Amount" below, provided
that if any Relevant Amount is applicable, the
Exercise Amount will also be deemed to be
decreased by such Relevant Amount (or
increased by the absolute value of such Relevant
Amount if such Relevant Amount is negative) with
effect from such Delivery Date;

provided that if the Reference Obligation Notional Amount
would be less than zero, it shall be deemed to be zero.
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For the avoidance of doubt, the Reference Obligation
Notional Amount shall not be increased by any deferral or
capitalization of interest during the Term of this Transaction
or decreased by payment of any portion of the principal
balance of the Reference Obligation that is attributable to
deferral or capitalization of interest during the Term of this
Transaction.

Initial Payment [Not applicable]

[On [the Effective Date], [Buyer/[Seller] will pay
(USD][ ] to [Sellery[Buyer].]

Fixed Payments:

Fixed Rate Payer Buyer

Fixed Rate: [*]% per annum; subject to adjustment in accordance with
paragraph 5 below.

Fixed Rate Payer Period End Date: The first day of each Reference Obligation Calculation
Period.

Fixed Rate Payer Payment Dates: Each day falling five Business Days after a Reference
Obligation Payment Date; provided that the final Fixed
Rate Payer Payment Date shall fall on the fifth Business
Day following the Effective Maturity Date.

Fixed Amount: With respect to any Fixed Rate Payer Payment Date, an
amount equal to the product of:

(a) the Fixed Rate;

(b) an amount determined by the Calculation Agent
equal to:

(i) the sum of the Reference Obligation
Notional Amount as at 5:00 p.m. in the
Calculation Agent City on each day in the
related Fixed Rate Payer Calculation
Period; divided by

(ii) the actual number of days in the related
Fixed Rate Payer Calculation Period;
and

(c) the actual number of days in the related Fixed
Rate Payer Calculation Period divided by 360.

Additional Fixed Amount Payment (a) Each Fixed Rate Payer Payment Date; and
Dates:

(b) in relation to each Additional Fixed Payment
Event occurring after the second Business Day
prior to the last Fixed Rate Payer Payment Date,
the fifth Business Day after Buyer has received
notification from Seller or the Calculation Agent of
the occurrence of such Additional Fixed Payment
Event.
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Additional Fixed Payments: Following the occurrence of an Additional Fixed Payment
Event in respect of the Reference Obligation, Buyer shall
pay the relevant Additional Fixed Amount to Seller on the
first Additional Fixed Amount Payment Date falling at least
two Business Days (or in the case of an Additional Fixed
Payment Event that occurs after the second Business Day
prior to the last Fixed Rate Payer Payment Date, five
Business Days) after the delivery of a notice by the
Calculation Agent to the parties or by Seller to Buyer
stating that the related Additional Fixed Amount is due and
showing in reasonable detail how such Additional Fixed
Amount was determined; provided that any such notice
must be given on or prior to the fifth Business Day following
the day that is one calendar year after the Effective
Maturitv Date

Additional Fixed Payment Event: The occurrence on or after the Effective Date and on or
before the day that is one calendar year after the Effective
Maturity Date of a Writedown Reimbursement, a Principal
Shortfall Reimbursement or an Interest Shortfall
Reimbursement

Additional Fixed Amount: With respect to each Additional Fixed Amount Payment
Date, an amount equal to the sum of:

(a) the Writedown Reimbursement Payment Amount
(if any);

(b) the Principal Shortfall Reimbursement Payment
Amount (if any); and

(c) the Interest Shortfall Reimbursement Payment
Amount (If any).

For the avoidance of doubt, each Writedown
Reimbursement Payment Amount, Principal Shortfall
Reimbursement Payment Amount or Interest Shortfall
Reimbursement Payment Amount (as applicable) shall be
calculated using the Applicable Percentage which takes
into account the aggregate adjustment made to the
Applicable Percentage in respect of all Delivery Dates that
have occurred prior to the date of such calculation.

Floating Payments:

Floating Rate Payer Seller

Floating Rate Payer Payment In relation to a Floating Amount Event, the first Fixed Rate
Dates: Payer Payment Date falling at least two Business Days (or

in the case of a Floating Amount Event that occurs on the
Legal Final Maturity Date or the Final Amortization Date,
the fifth Business Day) after delivery of a notice by the
Calculation Agent -to the parties or a notice by Buyer to
Seller that the related Floating Amount is due and showing
in reasonable detail how such Floating Amount was
determined; provided that any such notice must be given
on or prior to the fifth Business Day following the Effective
Maturity Date.
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Floating Payments: If a Floating Amount Event occurs, then on the relevant
Floating Rate Payer Payment Date, Seller will pay the
relevant Floating Amount to Buyer. For the avoidance of
doubt, the Conditions to Settlement are not required to be
satisfied in respect of a Floating Payment.

Implied Writedown: Not Applicable

Floating Amount Event: A Writedown, a Failure to Pay Principal or an Interest
Shortfall.

Floating Amount With respect to each Floating Rate Payer Payment Date,
an amount equal to the sum of

(a) the relevant Writedown Amount (if any);

(b) the relevant Principal Shortfall Amount (if any);
and

(c) the relevant Interest Shortfall Payment Amount (if
any).

For the avoidance of doubt, each Writedown Amount,
Principal Shortfall Amount or Interest Shortfall Payment
Amount (as applicable) shall be calculated using the
Applicable Percentage which takes Into account the
aggregate adjustment made to the Applicable Percentage
in respect of all Delivery Dates that have occurred prior to
the date of such calculation.

Conditions to Settlement: Credit Event Notice

Notifying Party: Buyer

Notice of Physical Settlement

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in Section
3.7 of the Credit Derivatives
Definitions; provided that Servicer
Reports in respect of the Reference
Obligation and, in respect of a
Distressed Ratings Downgrade
Credit Event only, any public
communications by any of the
Rating Agencies in respect of the
Reference Obligation shall also be
deemed Public Sources.

Specified Number 1
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Additional Condition to Settlement
for Failure to Pay Interest:

provided that if the Calculation Agent has previously
delivered a notice to the parties or Buyer has previously
delivered a notice to Seller pursuant to the definition of
"Floating Rate Payer Payment Dates" above in respect of a
Writedown or a Failure to Pay Principal, the only
Conditions to Settlement with respect to any Credit Event
shall be a Notice of Physical Settlement and, in relation to
the Failure to Pay Interest Credit Event, the Additional
Condition to Settlement specified below.

In addition to the Conditions to Settlement above, in
respect of the Failure to Pay Interest Credit Event, if the
Reference Obligation is PlK-able, it shall be a Condition to
Settlement that a period of at least 360 calendar days has
elapsed since the occurrence of the Credit Event without
the relevant Interest Shortfall having been reimbursed in
full. For the avoidance of doubt, if it is not explicitly made
clear in the Servicer Report whether or not, or to what
extent, a particular Interest Shortfall has been reimbursed
but the Calculation Agent determines that such Interest
Shortfall has been reimbursed by a certain amount on the
basis of information in such Servicer Report, then the
relevant Interest Shortfall reimbursement shall be
calculated by the Calculation Agent on the basis of such
information.

Additional agreements relating to The parties agree that with respect to the Transaction and
Physical Settlement: notwithstanding anything to the contrary in the Credit

Derivatives Definitions:

(a) the Conditions to Settlement may be satisfied on
more than one occasion;

(b) multiple Physical Settlement Amounts may be
payable by Seller

(c) Buyer, when providing a Notice of Physical
Settlement, must specify an Exercise Amount and
an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise Amount that
is less than the Reference Obligation Notional
Amount as of the date on which such Notice of
Physical Settlement is delivered (calculated as
though Physical Settlement in respect of all
previously delivered Notices of Physical
Settlement has occurred in full), the rights and
obligations of the parties under the Transaction
shall continue and Buyer may deliver additional
Notices of Physical Settlement with respect to the
initial Credit Event or with respect to any
-additional Credit Event at any time thereafter and

(e) any Notice of Physical Settlement shall be
delivered no later than 30 calendar days after the
fifth Business Day following the Effective Maturity
Date.
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Section 3.2(d) of the Credit Derivatives Definitions is
amended to delete the words "that is effective no later than
thirty calendar days after the Event Determination Date".

Credit Events: The following Credit Events shall apply to this Transaction
(and the first sentence of Section 4.1 of the Credit
Derivatives Definitions shall be amended accordingly):

Failure to Pay Principal

Writedown

Failure to Pay Interest

Payment Requirement: USD 10,000

Distressed Ratings Downgrade

The definition of "Payment Requirement" in Section 4.8(d)
of the Credit Derivatives Definitions shall be amended so
that the words "Failure to Pay" are deleted and replaced by
the words "Failure to Pay Interest".

Obligation: Reference Obligation Only

Interest Shortfall:

Interest Shortfall Payment Amount: In respect of an Interest Shortfall, the relevant Interest
Shortfall Amount; provided that, if Interest Shortfall Cap is
applicable and the Interest Shortfall Amount exceeds the
Interest Shortfall Cap Amount, the Interest Shortfall
Payment Amount in respect of such Interest Shortfall shall
be the Interest Shortfall Cap Amount.

Interest Shortfall Cap: Applicable

Interest Shortfall Cap Amount: As set out in the Interest Shortfall Cap Annex.

Actual Interest Amount: With respect to any Reference Obligation Payment Date,
payment by or on behalf of the Issuer of an amount in
respect of interest due under the Reference Obligation
(including, without limitation, any deferred interest or
defaulted interest relating to the Term of this Transaction
but excluding payments in respect of prepayment
penalties, yield maintenance provisions or principal, except
that the Actual Interest Amount shall include any payment
of principal representing capitalized interest) to the
holder(s) of the Reference Obligation in respect of the
Reference Obligation.

Expected Interest Amount: With respect to any Reference Obligation Payment Date,
the amount of current interest that would accrue during the
related Reference Obligation Calculation Period calculated
using the Reference Obligation Coupon on a principal
balance of the Reference Obligation equal to:
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(a) the Outstanding Principal Amount taking into
account any reductions due to a principal
deficiency balance or realized loss amount
(however described in the Underlying
Instruments) that are attributable to the Reference
Obligation; minus

(b) the Aggregate Implied Writedown Amount (if any),

and that will be payable on the related Reference
Obligation Payment Date assuming for this purpose that
sufficient funds are available therefor in accordance with
the Underlying Instruments.

Except as provided in (a) in the previous sentence, the
Expected Interest Amount shall be determined without
regard to (i) unpaid amounts in respect of accrued interest
on prior Reference Obligation Payment Dates; (ii) any
prepayment penalties or yield maintenance provisions; and
(iii) the effect of any provisions (however described) of
such Underlying Instruments that otherwise permit the
limitation of due payments to distributions of funds
available from proceeds of the Underlying Assets, or that
provide for the capitalization or deferral of interest on the
Reference Obligation, or that provide for the extinguishing
or reduction of such payments or distributions (but, for the
avoidance of doubt, taking account of any Writedown within
paragraph (i) of the definition of 'Writedown" occurring in
accordance with the Underlying Instruments).

Interest Shortfall: With respect to any Reference Obligation Payment Date,
either (a) the non-payment of an Expected Interest Amount
or (b) the payment of an Actual Interest Amount that is less
than the Expected Interest Amount.

For the avoidance of doubt, the occurrence of an event
within (a) or (b) shall be determined taking into account any
payment made under the Reference Policy, if applicable.

Interest Shortfall Amount: With respect to any Reference Obligation Payment Date,
an amount equal to the greater of:,

(a) ero;and

(b) the amount equal to the product of:

(i) (A) the Expected Interest Amount;

minus

(B) the Actual Interest Amount; and

(ii) the Applicable Percentage;

provided that, with respect to the first Reference Obligation
Payment Date only, the Interest Shortfall Amount shall be
the amount determined in accordance with (a) and (b)
above multiplied by a fraction equal to:
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(x) the number of days in the first Fixed Rate Payer
Calculation Period; over

(y) the number of days in the first Reference
Obligation Calculation Period.

Interest Shortfall Reimbursement: With respect to any Reference Obligation Payment Date,
the payment by or on behalf of the Issuer of an Actual
Interest Amount in respect of the Reference Obligation that
is greater than the Expected Interest Amount.

Interest Shortfall Reimbursement With respect to any Reference Obligation Payment Date,
Amount: the product of (a) the amount of any Interest Shortfall

Reimbursement on such day and (b) the Applicable
Percentage.

Interest Shortfall Reimbursement With respect to an Additional Fixed Amount Payment Date,
Payment Amount: (a) if Interest Shortfall Cap is not applicable, the relevant

Interest Shortfall Reimbursement Amount, and (b) if
Interest Shortfall Cap is applicable, the amount determined
pursuant to the Interest Shortfall Cap Annex; provided, in
either case, that the aggregate of all Interest Shortfall
Reimbursement Payment Amounts (determined for this
purpose on the basis that Interest Shortfall Compounding is
not applicable) at any time shall not exceed the aggregate
of Interest Shortfall Payment Amounts paid by Seller in
respect of Interest Shortfalls occurring prior to such
Additional Fixed Amount Payment Date.

Settlement Terms:

Settlement Method: Physical Settlement

Terms Relating to Physical
Settlement:

Physical Settlement Period: Five Business Days

Deliverable Obligations: Exclude Accrued Interest

Deliverable Obligations: Deliverable Obligation Category:

Reference Obligation Only

Physical Settlement Amount: An amount equal to:

(a) the product of the Exercise Amount and the
Reference Price; minus

(b) the sum of:

(I) if the Aggregate Implied Writedown
Amount is greater than zero, the product
of (A) the Aggregate Implied Writedown
Amount, (B) the Applicable Percentage,
each as determined immediately prior to
the relevant Delivery and (C) the relevant
Exercise Percentage; and
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(ii) the product of (A) the aggregate of all
Writedown Amounts in respect of
Writedowns within paragraph (i)(B) of the
definition of "Writedown" minus the
aggregate of all Writedown
Reimbursement Amounts in respect of
Writedown Reimbursements within
paragraph (ii)(B) of the definition of
"Writedown Reimbursement" and (B) the
relevant Exercise Percentage,

provided that if the Physical Settlement Amount would
exceed the product of:

(1) the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical
Settlement is delivered calculated as though
Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has
occurred in full; and

(2) the Exercise Percentage;

then the Physical Settlement Amount shall be deemed to
be equal to such product.

Delayed Payment With respect to a Delivery Date, if a Servicer Report that
describes a Delayed Payment is delivered to holders of the
Reference Obligation or to the Calculation Agent on or after
such Delivery Date, Buyer will pay the applicable Delayed
Payment Amount to Seller no later than five Business Days
following the receipt of such Servicer Report.

Escrow: Applicable

Non-delivery by Buyer or occurrence If Buyer has delivered a Notice of Physical Settlement and:
of the Effective Maturity Date:

(a) Buyer does not Deliver in full the Deliverable
Obligations specified in that Notice of Physical
Settlement on or prior to the Physical Settlement
Date; or

(b) the Effective Maturity Date occurs after delivery of
the Notice of Physical Settlement but before
Buyer Delivers the Deliverable Obligations
specified in that Notice of Physical Settlement;

then such Notice of Physical Settlement shall be deemed
not to have been delivered and any reference in this
Confirmation to a previously delivered Notice of Physical
Settlement shall exclude any Notice of Physical Settlement
that is deemed not to have been delivered. Sections
9.2(c)(ii) (except for the first sentence thereof), 9.3, 9.4,
9.5, 9.6, 9.9 and 9.10 of the Credit Derivatives Definitions
shall not apply.

6. Additional Provisions:
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(a) Delivery of Servicer Report

If either party makes a request in writing, the Calculation Agent agrees to provide such party with a copy of the most
recent Servicer Report promptly following receipt of such request, if and to the extent such Servicer Report is
reasonably available to the Calculation Agent (whether or not the Calculation Agent is a holder of the Reference
Obligation). In addition, if a Floating Payment or an Additional Fixed Payment is due hereunder, then the Calculation
Agent or the party that notifies the other party that the relevant Floating Payment or Additional Fixed Payment is

due, as applicable, (the "Notifying Party") shall deliver a copy of any Servicer Report relevant to such payment that
is requested by the party that is not the Notifying Party or by either party where the Notifying Party is the Calculation
Agent, if and to the extent that such Servicer Report is reasonably available to the Notifying Party (whether or not
the Notifying Party is a holder of the Reference Obligation).

(b) Calculation Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and calculating (i) the Fixed Amount payable on each
Fixed Rate Payer Payment Date; (ii) the occurrence of a Floating Amount Event and the related Floating Amount

and (iii) the occurrence of an Additional Fixed Payment Event and the related Additional Fixed Amount; provided
that notwithstanding the above, each of Buyer and Seller shall be entitled to determine and calculate the above
amounts to the extent that Buyer or Seller, as applicable, has the right to deliver a notice to the other party
demanding payment of such amount. The Calculation Agent or Buyer or Seller, as applicable, shall make such
determinations and calculations based solely on the basis of the Servicer Reports, to the extent such Servicer

Reports are reasonably available to the Calculation Agent or such party. The Calculation Agent or Buyer or Seller,
as applicable, shall, as soon as practicable after making any of the determinations or calculations specified in (i) and
(ii) above, notify the parties or the other party, as applicable, of such determinations and calculations. For the
avoidance of doubt, if an Interest Shortfall Amount is not explicitly set out in the Servicer Report but the Calculation

Agent determines that an Interest Shortfall has occurred on the basis of information in such Servicer Report, then
the relevant Interest Shortfall Amount shall be calculated by the Calculation Agent on the basis of such information.

(c) Adjustment of Calculation Agent Determinations

To the extent that a Servicer furnishes any Servicer Reports correcting information contained in previously issued
Servicer Reports, and such corrections impact calculations pursuant to this Transaction, the calculations relevant to
the Transaction shall be adjusted retroactively by the Calculation Agent to reflect the corrected information (provided
that, for the avoidance of doubt, no amounts in respect of interest shall be payable by either party and provided that
the Calculation Agent in performing the calculations pursuant to this paragraph will assume that no interest has
accrued on any adjusted amount), and the Calculation Agent shall promptly notify both parties of any corrected

payments required by either party. Any required corrected payments shall be made within five Business Days of the
day on which such notification by the Calculation Agent is effective.

7. Offices:

The Office of Seller for this Transaction is George Town, Grand Cayman, Cayman Islands.

The Office of Buyer for this Transaction is London.

8. Notice and Account Details:

Telephone, Telex and/or
Facsimile Numbers and
Contact Details for Notices:

Buyer Deutsche Bank AG, London
Winchester House
1 Great Winchester Street
London EC2N 2DB
Attention:
Telephone: +1 212 250 7730

Seller Gemstone CDO VII Ltd.
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Attention: 0
Facsimile: 0

With a copy to:
HBK Investments, L.P.

Attention: 0
Facsimile: []

Account Details:

Account Details of Buyer: 0]
i Swift BIC Code: []

Account No: []
Fed ABA No: [}
CHIPS ABA No: []

CHIPS UID No: []
Favour 0

Account Details of Seller 0
Account No: []
Fed ABA No: [l
Benef Name: 0
Benef Address: []

FC: fl
OBI: []

9. Additional Definitions and Amendments to the Credit Derivatives Definitions:

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as Section 3(a)(iv) of the
form of Novation Agreement set forth in Exhibit E to the Credit Derivatives Definitions to the Reference Entity shall
be deemed to be references to both the Reference Entity and the Insurer in respect of the Reference Policy, if
applicable.

(b) (i) The definition of "Publicly Available Information" in Section 3.5 of the Credit Derivatives Definitions shall be
amended by (i) inserting the words "the Insurer in respect of the.Reference Policy, if applicable" at the end
of subparagraph (a)(ii)(A) thereof, (ii) inserting the words ", servicer, sub-servicer, master servicer" before
the words "or paying agent" in subparagraph (a)(ii)(B) thereof and (iii) deleting the word "or" at the end of
subparagraph (a)(iii) thereof and inserting at the end of subparagraph (a)(iv) thereof the following: "or (v) is
information contained in a notice or on a website published by an internationally recognized rating agency
that has at any time rated the Reference Obligation".

(ii) The definition of "Physical Settlement" in Section 8.1 of the Credit Derivatives Definitions shall be amended
by (i) deleting the words "Physical Settlement Amount" from the last line of the second paragraph thereof
and (ii) inserting in lieu thereof the words "Exercise Amount".

(iii) The definition of "Physical Settlement Date" in Section 8.4 of the Credit Derivatives Definitions shall be
amended by deleting the last sentence thereof.

(c) For the purposes of this Transaction only, the following terms have the meanings given below:

"Actual Principal Amount" means, with respect to the Final Amortization Date or the Legal Final Maturity Date, an
amount paid on such day by or on behalf of the Issuer in respect of principal (excluding any capitalized interest) to
the holder(s) of the Reference Obligation in respect of the Reference Obligation.
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"Aggregate Implied Writedown Amount" means the greater of (i) zero and (ii) the aggregate of all Implied
Writedown Amounts minus the aggregate of all Implied Writedown Reimbursement Amounts, provided that if
Implied Writedown is not applicable, the Aggregate Implied Writedown Amount shall be deemed to be zero.

"Current Factor" means the factor of the Reference Obligation as specified in the most recent Servicer Report;
provided that if the factor is not specified in the most recent Servicer Report or such specified factor includes
deferred or capitalized interest relating to the Term of this Transaction, then the Current Factor shall be the ratio
equal to (i) the Outstanding Principal Amount as of such date, determined in accordance with the most recent
Servicer Report over (ii) the Original Principal Amount.

"Current Period Implied Writedown Amount" means, in respect of a Reference Obligation Calculation Period, an
amount determined as of the last day of such Reference Obligation Calculation Period equal to the greater of:

(i) zero; and

(ii) the product of

(A) the Implied Writedown Percentage; and

(B) the greater of:

(1) zero; and

(2) the lesser of (x) the Par Passu Amount and (y) the product of (1) the Pari Passu Amount
plus the Senior Amount and (II) an amount equal to one minus the Overcollateralization
Ratio.

"Delayed Payment" means, with respect to a Delivery Date, a Principal Payment, Principal Shortfall
.Reimbursement or a Writedown Reimbursement within paragraph (i) of the definition of "Writedown
Reimbursement" that is described in a Servicer Report delivered to holders of the Reference Obligation or to the
Calculation Agent on or after such Delivery Date.

"Delayed Payment Amount" means, if persons who are holders of the Reference Obligation as of a date prior to a
Delivery Date are paid a Delayed Payment on or after such Delivery Date, an amount equal to the product of (i) the
sum of all such Delayed Payments, (ii) the Reference Price, (iii) the Applicable Percentage immediately prior to such
Delivery Date and (iv) the Exercise Percentage.

"Distressed Ratings Downgrade" means that the Reference Obligation:

(i) if publicly rated by Moody's, (A) is downgraded to "Caa2" or below by Moody's or (B) has the rating
assigned to it by Moody's withdrawn and, in either case, not reinstated within five Business Days of such
downgrade or withdrawal; provided that if such Reference Obligation was assigned a public rating of
"Baa3" or higher by Moody's immediately prior to the occurrence of such withdrawal, it shall not constitute
a Distressed Ratings Downgrade if such Reference Obligation is assigned a public rating of at least "Caal"
by Moody's within three calendar months after such withdrawal; or

(ii) if publicly rated by Standard & Poor's, (A) is downgraded to "CCC" or below by Standard & Poor's or (B)
has the rating assigned to it by Standard & Poor's withdrawn and, in either case, not reinstated within five
Business Days of such downgrade or withdrawal; provided that if such Reference Obligation was assigned
a public rating of "BBB-" or higher by Standard & Poor's immediately prior to the occurrence of such
withdrawal, it shall not constitute a Distressed Ratings Downgrade if such Reference Obligation is assigned
a public rating of at least "CCC+" by Standard & Poor's within three calendar months after such withdrawal;
or

(iii) if publicly rated by Fitch, (A) is downgraded to "CCC") or below by Fitch or (B) has the rating assigned to it
by Fitch withdrawn and, in either case, not reinstated within five Business Days of such downgrade or
withdrawal; provided that if such Reference Obligation was assigned a public rating of "BBB-" or higher by
Fitch immediately prior to the occurrence of such withdrawal, it shall not constitute a Distressed Ratings
Downgrade if such Reference Obligation is assigned a public rating of at least "CCC+" by Fitch within three
calendar months after such withdrawal.
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"Effective Maturity Date" means the earlier of (a) the Scheduled Termination Date and (b) the Final Amortization
Date.

"Exercise Amount" means, for purposes of the Transaction, an amount to which a Notice of Physical Settlement
relates equal to the product of (i) the original face amount of the Reference Obligation to be Delivered by Buyer to

Seller on the applicable Physical Settlement Date; and (ii) the Current Factor as of such date. The Exercise Amount

to which a Notice of Physical Settlement relates shall (A) be equal to or less than the Reference Obligation Notional

Amount (determined, for this purpose, without regard to the effect of any Writedown or Writedown Reimbursement
within paragraphs (i)(B) or (iii) of "Writedown" or paragraphs (ii)(B) or (iii) of "'Writedown Reimbursement",

respectively) as of the date on which the relevant Notice of Physical Settlement is delivered calculated as though
the Physical Settlement of all previously delivered Notices of Physical Settlement has occurred in full and (B) not be

less than the lesser of (1) the Reference Obligation Notional Amount as of the date on which the relevant Notice of

Physical Settlement is delivered calculated as though Physical Settlement in respect of all previously delivered

Notices of Physical Settlement has occurred in full and (2) USD100,000. The cumulative original face amount of

Deliverable Obligations specified in all Notices of Physical Settlement shall not at any time exceed the Initial Face

Amount For the avoidance of doubt (a) if any capitalization of interest in respect of the Reference Obligation

occurred during the Term of this Transaction and has not been recovered by holders of the Reference Obligation

pursuant to the terms of the Underlying Instruments, then, for the purposes of determining the amount of Deliverable

Obligations to be Delivered, the Exercise Amount (determined above by reference to the original face amount) will

represent an outstanding principal balance of the Reference Obligation to be Delivered by Buyer that includes the

proportion of unrecovered interest attributable to the Reference Obligation to be Delivered and (b) notwithstanding
the foregoing, the Physical Settlement Amount payable by Seller in relation to such Exercise Amount shall not

include any amount in respect of such unrecovered interest.

"Exercise Percentage" means, with respect to a Notice of Physical Settlement, a percentage equal to the original
face amount of the Deliverable Obligations specified in such Notice of Physical Settlement divided by an amount

equal to (i) the Initial Face Amount minus (ii) the aggregate of the original face amount of all Deliverable Obligations

specified in all previously delivered Notices of Physical Settlement.

"Expected Principal Amount" means, with respect to the Final Amortization Date or the Legal Final Maturity Date,
an amount equal to (i) the Outstanding Principal Amount of the Reference Obligation payable on such day

(excluding capitalized interest) assuming for this purpose that sufficient funds are available for such payment, where

such amount shall be determined in accordance with the Underlying Instruments, minus (ii) the sum of (A) the

Aggregate Implied Writedown Amount (if any) and (B) the net aggregate principal deficiency balance or realized loss

amounts (however described in the Underlying Instruments) that are attributable to the Reference Obligation. The

Expected Principal Amount shall be determined without regard to the effect of any provisions (however described) of
the Underlying Instruments that permit the limitation of due payments or distributions of funds in accordance with the

terms of such Reference Obligation or that provide for the extinguishing or reduction of such payments or

distributions.

"Failure to Pay Interest" means the occurrence of an Interest Shortfall Amount or Interest Shortfall Amounts

(calculated on a cumulative basis) in excess of the relevant Payment Requirement.

"Failure to Pay Principal" means (i) a failure by the Reference Entity (or any Insurer) to pay an Expected Principal
Amount on the Final Amortization Date or the Legal Final Maturity Date, as the case may be or (ii) payment on any
such day of an Actual Principal Amount that is less than the Expected Principal Amount; provided that the failure by
the Reference Entity (or any Insurer) to pay any such amount in respect of principal in accordance with the

foregoing shall not constitute a Failure to Pay Principal if such failure has been remedied within any grace period

applicable to such payment obligation under the Underlying Instruments or, if no such grace period is applicable,
within three Business Days after the day on which the Expected Principal Amount was scheduled to be paid.

"Final Amortization Date" means the first to occur of (i) the date on which the Reference Obligation Notional

Amount is reduced to zero and (ii) the date on which the assets securing the Reference Obligation or designated to

fund amounts due in respect of the Reference Obligation are liquidated, distributed or otherwise disposed of in full

and the proceeds thereof are distributed or otherwise disposed of in full.

"Fitch" means Fitch Ratings or any successor to its rating business.

"Implied Writedown Amount" means, (i) if the Underlying Instruments do not provide for writedowns, applied
losses, principal deficiencies or realized losses as described in (i) of the definition of 'Writedown" to occur in respect

of the Reference Obligation, on any Reference Obligation Payment Date, an amount determined by the Calculation
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Agent equal to the excess, if any, of the Current Period Implied Writedown Amount over the Previous Period Implied
Writedown Amount, in each case in respect of the Reference Obligation Calculation Period to which such Reference
Obligation Payment Date relates, and (ii) in any other case, zero.

"Implied Writedown Percentage" means (i) the Outstanding Principal Amount divided by (ii) the Pan Passu
Amount.

"Implied Writedown Reimbursement Amount" means, (i) if the Underlying Instruments do not provide for

writedowns, applied losses, principal deficiencies or realized losses as described in (i) of the definition of
"Writedown" to occur in respect of the Reference Obligation, on any Reference Obligation Payment Date, an
amount determined by the Calculation Agent equal to the excess, if any, of the Previous Period Implied Writedown
Amount over the Current Period Implied Writedown Amount, in each case in respect of the Reference Obligation
Calculation Period to which such Reference Obligation Payment Date relates, and (ii) in any other case, zero,

provided that the aggregate of all Implied Writedown Reimbursement Amounts at any time shall not exceed the

product of the Pari Passu Amount and the implied Writedown Percentage.

"Legal Final Maturity Date" means the date set out in paragraph 1 above (subject, for the avoidance of doubt, to
any business day convention applicable to the legal final maturity date of the Reference Obligation), provided that if
the legal final maturity date of the Reference Obligation is amended, the Legal Final Maturity Date shall be such
date as amended.

"Moody's" means Moodys Investors Service, Inc. or any successor to its rating business.

"Outstanding Principal Amount" means, as of any date of determination with respect to the Reference Obligation,
the outstanding principal balance of the Reference Obligation as of such date, which shall take into account:

(i) all payments of principal;

(ii) , all writedowns or applied losses (however described in the Underlying Instruments) resulting in a reduction
in the outstanding principal balance of the Reference Obligation (other than as a result of a scheduled or
unscheduled payment of principal);

(iii) forgiveness of any amount by the holders of the Reference Obligation pursuant to an amendment to the
Underlying Instruments resulting in a reduction in the outstanding principal balance of the Reference
Obligation;

(iv) any payments reducing the amount of any reductions described in (ii) and (iii) of this definition; and

(v) any increase in the outstanding principal balance of the Reference Obligation that reflects a reversal of any

prior reductions described in (ii) and (iii) of this definition.

For the avoidance of doubt, the Outstanding Principal Amount shall not include any portion of the outstanding
principal balance of the Reference Obligation that is attributable to the deferral or capitalization of interest during the
Term of this Transaction.

"Overcollateralization Ratio" means, in respect of a Reference Obligation Calculation Period:

(i) if the most recent Servicer Report sets out a ratio representing the ratio of (A) the aggregate asset pool
balance securing the payment obligations on the Reference Obligation (subject to certain adjustments as
described in the Underlying Instruments) to (B) the Pari Passu Amount plus the Senior Amount, then such
ratio; or

(ii) if the ratio cannot be determined under (i) but the most recent Servicer Report for one or more senior
Related Obligations (if any) sets out such a ratio, then a ratio equal to the ratio of (A) the product of (1)
such ratio determined with respect to the senior Related Obligation ranking closest in priority of payment to
the Reference Obligation for which such a ratio is set out, and (2) the aggregate outstanding principal
balance of such Related Obligation and any other Related Obligations ranking in priority of payment either
pari passu with or senior to such Related Obligation to (B) the sum of the Pari Passu Amount plus the
Senior Amount with respect to such Reference Obligation; or
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(iii) if the ratio cannot be determined under (ii) but the most recent Servicer Report for one or more junior
Related Obligations (if any) sets out such a ratio, then a ratio equal to the ratio of (A) the product of (1)
such ratio determined with respect to the junior Related Obligation ranking closest in priority of payment to
the Reference Obligation for which such a ratio is set out, and (2) the aggregate outstanding principal
balance of such Related Obligation and any other Related Obligations ranking in priority of payment either
pai passu with or senior to such Related Obligation (including the Reference Obligation) and (B) the sum
of the Pari Passu Amount plus the Senior Amount with respect to such Reference Obligation; or

(iv) if the ratio cannot be determined under (iii), then a ratio representing the ratio of (A) the aggregate asset
pool balance securing the payment obligations under the Reference Obligation to (B) the Pari Passu
Amount plus the Senior Amount.

"Par Passu Amount" means, as of any date of determination, the aggregate of the Outstanding Principal Amount
of the Reference Obligation and the aggregate outstanding principal balance of all obligations of the Reference
Entity secured by the Underlying Assets and ranking par passu in priority with the Reference Obligation.

"PIK-able" means, in relation to a Reference Obligation, that the Underlying Instruments include provisions that
provide for capitalization or deferral of interest on such Reference Obligation.

"Previous Period Implied Writedown Amount" means, in respect of a Reference Obligation Calculation Period,
the Current Period implied Writedown Amount as determined in relation to the last day of the immediately preceding
Reference Obligation Calculation Period.

"Principal Payment" means, with respect to any Reference Obligation Payment Date, the occurrence of a payment
of an amount to the holders of the Reference Obligation in respect of principal (scheduled or unscheduled) in
respect of the Reference Obligation other than a payment in respect of principal representing capitalized interest,
excluding, for the avoidance of doubt,.any Writedown Reimbursement or Interest Shortfall Reimbursement.

"Principal Payment Amount" means, with respect to any Reference Obligation Payment Date, an amount equal to
the product of (i) the amount of any Principal Payment on such date and (ii) the Applicable Percentage.

"Principal Shortfall Amount" means, in respect of a Failure to Pay Principal, an amount equal to the greater of:

(i) zero; and

(ii) the amount equal to the product of:

(A) the Expected Principal Amount minus the Actual Principal Amount;

(B) the Applicable Percentage; and

(C) the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional Amount immediately prior
to the occurrence of such Failure to Pay Principal, then the Principal Shortfall Amount shall be deemed to be equal
to the Reference Obligation Notional Amount at such time.

"Principal Shortfall Reimbursement" means, with respect to any day, the payment by or on behalf of the Issuer of
an amount in respect of the Reference Obligation in or toward the satisfaction of any deferral of or failure to pay
principal arising from one or more prior occurrences of a Failure to Pay Principal.

"Principal Shortfall Reimbursement Amount" means, with respect to any day, the product of (i) the amount of any
Principal Shortfall Reimbursement on such day, (ii) the Applicable Percentage and (iii) the Reference Price.

"Principal Shortfall Reimbursement Payment Amount" means, with respect to an Additional Fixed Amount
Payment Date, the sum of the Principal Shortfall Reimbursement Amounts in respect of all Principal Shortfall
Reimbursements (if any) made during the Reference Obligation Calculation Period relating to such Additional Fixed
Amount Payment Date, provided that the aggregate of all Principal Shortfall Reimbursement Payment Amounts at
any time shall not exceed the aggregate of all Floating Amounts paid by Seller in respect of occurrences of Failure
to Pay Principal prior to such Additional Fixed Amount Payment Date.
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"Rating Agencies" means Fitch, Moodys and Standard & Poor's.

"Reference Obligation Calculation Period" means, with respect to each Reference Obligation Payment Date, a

period corresponding to the interest accrual period relating to such Reference Obligation Payment Date pursuant to

the Underlying Instruments. For the avoidance of doubt, the first Reference Obligation Calculation Period will begin
on the Reference Obligation Payment Date falling on or immediately prior to the Effective Date.

"Reference Obligation Coupon" means the periodic interest rate applied in relation to each Reference Obligation

Calculation Period on the related Reference Obligation Payment Date, as determined in accordance with the terms

of the Underlying Instruments as at the Effective Date, without regard to any subsequent amendment.

"Reference Obligation Payment Date" means (i) each scheduled distribution date for the Reference Obligation
occurring on or after the Effective Date and on or prior to the Scheduled Termination Date, determined in

accordance with the Underlying Instruments and (ii) any day after the Effective Maturity.Date on which a payment is

made in respect of the Reference Obligation.

"Related Obligation" means, in relation to the Reference Obligation, an obligation of the Reference Entity that is

also secured by the Underlying Assets but ranks senior or junior to the Reference Obligation in priority of payment.

In relation to a Related Obligation, the terms "Servicer", "Servicer Report" and "Underlying Instruments" shall have

the meanings set out in this Confirmation but with references in the definitions of those terms to "Reference

Obligation" being deemed, solely for this purpose, to be references to the Related Obligation.

"Relevant Amount" means, if a Servicer Report that describes a Principal Payment, Writedown or Writedown
Reimbursement (other than a Writedown Reimbursement within paragraph (i) of "Writedown Reimbursement"), in
each case that has the effect of decreasing or increasing the interest-accruing principal balance of the Reference

Obligation as of a date prior to a Delivery Date but such Servicer Report is delivered to holders of the Reference

Obligation or to the Calculation Agent on or after such Delivery Date, an amount equal to the product of (i) the sum

of any such Principal Payment (expressed as a positive amount), Writedown (expressed as a positive amount) or
Writedown Reimbursement (expressed as a negative amount), as applicable; (ii) the Reference Price; (iii) the

Applicable Percentage immediately prior to such Delivery Date; and (iv) the Exercise Percentage.

"Senior Amount" means, as of any day, the aggregate outstanding principal balance of all obligations of the

Reference Entity secured by the Underlying Assets and ranking senior in priority to the Reference Obligation.

"Servicer" means any trustee, servicer, sub servicer, master servicer, fiscal agent, paying agent or other similar

entity responsible for calculating payment amounts or providing reports in relation to the Reference Obligation
pursuant to the Underlying Instruments.

"Servicer Report" means a periodic statement or report regarding the Reference Obligation provided by the
Servicer to holders of the Reference Obligation.

"Standard & Poor's" means Standard & Poor's Rating Services, a division of The McGraw-Hill Companies, Inc. or

any successor to its rating business.

"Underlying Assets" means the assets securing the Reference Obligation for the benefit of the holders of the

Reference Obligation and which are expected to generate the cashflows required for the servicing and repayment
(in whole or in part) of the Reference Obligation, or the assets to which a holder of such Reference Obligation is
economically exposed where such exposure is created synthetically.

"Underlying Instruments" means the indenture, trust agreement, pooling and servicing agreement or other

relevant agreement(s) setting forth the terms of the Reference Obligation.

"Writedown" means the occurrence at any time on or after the Effective Date of:

(i) (A) a writedown or applied loss (however described in the Underlying Instruments) resulting in a
reduction in the Outstanding Principal Amount (other than as a result of a scheduled or
unscheduled payment of principal); or
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(B) the attribution of a principal deficiency or realized loss (however described in the Underlying
Instruments) to the Reference Obligation resulting in a reduction or subordination of the current
interest payable on the Reference Obligation;

(ii) the forgiveness of any amount of principal by the holders of the Reference Obligation pursuant to an
amendment to the Underlying Instruments resulting in a reduction in the Outstanding Principal Amount; or

(iii) if Implied Writedown is applicable and the Underlying Instruments do not provide for writedowns, applied
losses, principal deficiencies or realized losses as described in (i) above to occur in respect of the
Reference Obligation, an Implied Writedown Amount being determined in respect of the Reference
Obligation by the Calculation Agent.

"Writedown Amount" means, with respect to any day, the product of (i) the amount of any Writedown on such day,
(ii) the Applicable Percentage and (iii) the Reference Price.

"Writedown Reimbursement" means, with respect to any day, the occurrence of:

(i) a payment by or on behalf of the Issuer of an amount in respect of the Reference Obligation in reduction of
any prior Writedowns;

(ii) (A) an increase by or on behalf of the Issuer of the Outstanding Principal Amount of the Reference
Obligation to reflect the reversal of any prior Writedowns; or

(B) a decrease in the principal deficiency balance or realized loss amounts (however described in the
Underlying Instruments) attributable to the Reference Obligation; or

(iii) if Implied Writedown is applicable and the Underlying Instruments do not provide for writedowns, applied
losses, principal deficiencies or realized losses as described in (ii) above to occur in respect of the
Reference Obligation, an Implied Writedown Reimbursement Amount being determined in respect of the
Reference Obligation by the Calculation Agent.

"Writedown Reimbursement Amount" means, with respect to any day, an amount equal to the product of:

(i) the sum of all Writedown Reimbursements on that day;

(ii) the Applicable Percentage; and

(iii) the Reference Price.

"Writedown Reimbursement Payment Amount" means, with respect to an Additional Fixed Amount Payment
Date, the sum of the Writedown Reimbursement Amounts in respect of all Writedown Reimbursements (if any)
made during the Reference Obligation Calculation Period relating to such Additional Fixed Amount Payment Date,
provided that the aggregate of all Writedown Reimbursement Payment Amounts at any time shall not exceed the
aggregate of all Floating Amounts paid by Seller in respect of Writedowns occurring prior to such Additional Fixed
Amount Payment Date.

10. Representations

Each party will be deemed to represent to the other party on the date on which it enters into the Transaction that
(absent a written agreement between the parties that expressly imposes affirmative obligations to the contrary for
the Transaction):

(a) Non-Reliance

It is acting for its own account, and it has made its own independent decisions to enter into the Transaction
and as to whether the Transaction is appropriate or proper for it based upon its own judgment and upon
advice from such advisers as it has deemed necessary. It is not relying on any communication (written or
oral) of the other party as investment advice or as a recommendation to enter into the Transaction; it being
understood that information and explanations related to the terms and conditions of the Transaction shall
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not be considered investment advice or a recommendation to enter into the Transaction. No
communication (written or oral) received from the other party shall be deemed to be an assurance or
guarantee as to the expected results of the Transaction.

(b) Assessment and Understanding

It is capable of assessing the merits of and understanding (on its own behalf or through independent
professional advice), and understands and accepts, the terms, conditions and risks of the Transaction. It is
also capable of assuming, and assumes, the risks of the Transaction.

(c) Status of Parties

The other party is not acting as a fiduciary for, or an adviser to it in respect of the Transaction.

Please confirm your agreement to be bound by the terms of the foregoing by executing a copy of this
Confirmation and returning it to us by facsimile to:

Attention: New York Derivatives Documentation
Telephone: (212) 250-9425
Fax: (212) 797-0779
Email: NYderivative.documentation@db.com

Deutsche Bank AG, acting through its London Branch is acting as principal in the Transaction. The time of
transaction will be supplied on request. The time of exercise will be supplied on request. Details of
arrangements with introducing brokers are available on request.
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This message will be the only form of Confirmation dispatched by us. Please execute and retum it to us by facsimile
immediately. If you wish to exchange hard copy forms of this Confirmation, please contact us.

Yours faithfully,

DEUTSCHE BANK AG, ACTING THROUGH ITS LONDON BRANCH

By:

Name:
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

Confirmed as of the date first written above:

Gemstone CDO Vill Ltd.

By:

Name:

Title:
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Interest Shortfall Cap Annex

If Interest Shortfall Cap is applicable, then the following provisions will apply:

Interest Shortfall Cap Basis: Variable Cap

Interest Shortfall Cap Amount: If the Interest Shortfall Cap Basis is Fixed Cap, the Interest Shortfall Cap Amount
in respect of an Interest Shortfall shall be the Fixed Amount calculated in respect
of the Fixed Rate Payer Payment Date immediately following the Reference
Obligation Payment Date on which the relevant Interest Shortfall occurred.

If the Interest Shortfall Cap Basis is Variable Cap, the Interest Shortfall Cap
Amount applicable in respect of a Floating Rate Payer Payment Date shall be an
amount equal to the product of:

(a) the sum of the Relevant Rate and the Fixed Rate applicable to the
Fixed Rate Payer Calculation Period immediately preceding the
Reference Obligation Payment Date on which the relevant Interest
Shortfall occurs;

(b) the amount determined by the Calculation Agent under sub-clause (b)
of the definition of "Fixed Amount" in relation to the relevant Fixed Rate
Payer Payment Date; and

(c) the actual number of days in such Fixed Rate Payer Calculation Period
divided by 360.

Interest Shortfall Compounding: Applicable

Interest Shortfall Reimbursement If Interest Shortfall Cap is applicable, then with respect to the first Additional
Payment Amount: Fixed Amount Payment Date, zero, and with respect to any subsequent

Additional Fixed Amount Payment Date and calculated as of the Reference
Obligation Payment Date immediately preceding such Additional Fixed Amount
Payment Date, as specified by the Calculation Agent in its notice to the parties or
by Seller in its notice to Buyer of the existence of an Interest Shortfall
Reimbursement, an amount equal to the greater of:

(a) zero; and

(b) the amount equal to:

(i) the product of:

(A) the Cumulative Interest Shortfall Payment Amount as
of the Additional Fixed Amount Payment Date
immediately preceding such Reference Obligation
Payment Date; and

(B) either:

(3) if Interest Shortfall Compounding is
applicable, the relevant Cumulative Interest
Shortfall Payment Compounding Factor for
the Fixed Rate Payer Calculation Period
immediately preceding such Additional Fixed
Amount Payment Date (or 1.0 in respect of
any Additional Fixed Amount Payment Date
occurring after the final Fixed Rate Payer
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Payment Date); or

(4) if Interest Shortfall Compounding is not
applicable, 1;

minus

(ii) the Cumulative Interest Shortfall Amount as of such Reference
Obligation Payment Date;

provided that if the Interest Shortfall Reimbursement Payment Amount on an
Additional Fixed Amount Payment Date would exceed the Interest Shortfall
Reimbursement Amount in respect of the related Reference Obligation Payment
Date, then such Interest Shortfall Reimbursement Payment Amount shall be
deemed to be equal to such Interest Shortfall Reimbursement Amount.

Cumulative Interest Shortfall Amount: With respect to any Reference Obligation Payment Date, an amount equal to the
greater of:

(a) zero; and

(b) an amount equal to:

(i) the Cumulative Interest Shortfall Amount as of the Reference
Obligation Payment Date immediately preceding such
Reference Obligation Payment Date or, in the case of the first
Reference Obligation Payment Date, zero; plus

(ii) the Interest Shortfall Amount (if any) in respect of such
Reference Obligation Payment Date; plus

(iii) either.

(A) if Interest Shortfall Compounding is applicable, an
amount determined by the Calculation Agent as the
amount of interest that would accrue on the
Cumulative Interest Shortfall Amount immediately
preceding such Reference Obligation Payment Date
during the related Reference Obligation Calculation
Period pursuant to the Underlying Instruments or, in
the case of the first Reference Obligation Payment
Date, zero; or

(B) if Interest Shortfall Compounding is not applicable, 0;
minus

(iv) the Interest Shortfall Reimbursement Amount (if any) in
respect of such Reference Obligation Payment Date.

Upon the occurrence of each Delivery, the Cumulative Interest Shortfall Amount
shall be multiplied by a fraction equal to (a) the Applicable Percentage
immediately following such Delivery divided by (b) the Applicable Percentage
immediately prior to such Delivery; provided, however, that if more than one
Delivery is made during a Reference Obligation Calculation Period, the
Cumulative Interest Shortfall Amount calculated as of the Reference Obligation
Payment Date occurring immediately after such Reference Obligation
Calculation Period shall be multiplied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made during such Reference
Obligation Calculation Period and (b) the Applicable Percentage immediately
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pnor to the first Delivery made during such Reference Obligation Calculation
Period.

Cumulative Interest Shortfall Payment The Cumulative Interest Shortfall Payment Amount with respect to any Fixed
Amount: Rate Payer Payment Date and any Additional Fixed Amount Payment Date

falling on such Fixed Rate Payer Payment Date shall be an amount equal to the
greater of:

(a) zero; and

(b) the amount equal to:

(i) the sum of.

(A) the Interest Shortfall Payment Amount for the
Reference Obligation Payment Date corresponding to
such Fixed Rate Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest Shortfall Payment
Amount as of the Fixed Rate Payer Payment
Date immediately preceding such Fixed
Rate Payer Payment Date (or zero in the
case of the first Fixed Rate Payer Payment
Date); and

(2) either

(AA) if Interest Shortfall Compounding is
applicable, the relevant Cumulative
Interest Shortfall. Payment
Compounding Factor, or

(BB) if Interest Shortfall Compounding is
not applicable, 1;

minus

(ii) any Interest Shortfall Reimbursement Payment Amount paid
on such Fixed Rate Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date falling after the final
Fixed Rate Payer Payment Date, the Cumulative Interest Shortfall Payment
Amount shall be equal to:

(x) the Cumulative Interest Shortfall Payment Amount as of the Additional
Fixed Amount Payment Date immediately preceding such Additional
Fixed Amount Payment Date (or as of the final Fixed Rate Payer
Payment Date in the case of the first Additional Fixed Amount Payment
Date occurring after the final Fixed Rate Payer Payment Date); minus

(y) any Interest Shortfall Reimbursement Payment Amount paid on such
Additional Fixed Amount Payment Date.

Upon the occurrence of each Delivery, the Cumulative Interest Shortfall Payment
Amount shall be multiplied by a fraction equal to (a) the Applicable Percentage
immediately following such Delivery divided by (b) the Applicable Percentage
immediately prior to such Delivery; provided, however, that if more than one
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Delivery is made during a Reference Obligation Calculation Period, the
Cumulative Interest Shortfall Payment Amount calculated as of the Reference
Obligation Payment Date occurring immediately after such Reference Obligation
Calculation Period shall be multiplied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made during such Reference
Obligation Calculation Period and (b) the Applicable Percentage immediately
prior to the first Delivery made during such Reference Obligation Calculation
Period.

Cumulative Interest Shortfall Payment With respect to any Fixed Rate Payer Calculation Period, an amount equal to the
Compounding Factor sum of

(a) 1.0;

plus

(b) the product of:

(i) the sum of (A) the Relevant Rate plus (B) the Fixed Rate; and

(ii) the actual number of days In such Fixed Rate Payer
Calculation Period divided by 360;

provided, however, that the Cumulative Interest Shortfall Payment Compounding
Factor shall be deemed to be 1.0 during the period from but excluding the
Effective Maturity Date to and including the Termination Date.

Relevant Rate: With respect to a Fixed Rate Payer Calculation Period, the Floating Rate,
expressed as a decimal number with seven decimal places, that would be
determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA Credit Derivatives
Definitions) applied to this paragraph;

(b) the Fixed Rate Payer Calculation Period were a "Calculation Period" for
purposes of such determination; and

(c) the following terms applied:

(i) the Floating Rate Option were the Rate Source;

(ii) the Designated Maturity were the period that corresponds to
the usual length of a Fixed Rate Payer Calculation Period; and

(iii) the Reset Date were the first day of the Calculation Period;

provided, however, that the Relevant Rate shall be deemed to be zero during the
period from but excluding the Effective Maturity Date to and including the
Termination Date.

Rate Source: USD-LIBOR-BBA
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SCHEDULE L

INDEX OF DEFINED TERMS

Following is an index of defined terms used in this Offering Circular and the page number where each
definition appears.
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ERISA Plans ............... ................. 177

Euroclear..................... . i
Event of Default ........... ............ 81
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GIC..................... ............ 15
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Greg To"Tyler Duncan"

Lippmann/NewYork/DBNA/DeuBa@DBAMERICAS <TDuncan@wayzpartners.com>@,DEUBAINT
ccJamil

12/01/2006 08.05 PM Nathoo/NewYork/DBNA/DeuBa@DBAmericas
bec

SubjectRe: FW: Wayzata cob 11-30-06

in general the 2005 have barely moved while the 2006 vintage is collapsing. here is some credit by credit color... note some 2005 that

are clean have been squeezed as there is still cdo appetite for them and there is little to no hedge fund interest in them (at this time)

1. arsi 05-w5 we have not seen this trade since october. but this is a weak name foreclosure % is exploding, less than 1 year old as of

oc tober 4.75% f./c or reo (november I'm sure is worse) we traded this on 8/23 at 315, we have it at 375 now

2. emIt 05-1 m9 this is one of the names getting squeezed...it is performing well and no one is shorting it but with 4 months to the

reset, it could get interesting. We traded at 225, the mark of 185 is if anything a bit wide to where it would trade.

3. ffml 05-ff4 m8 similar st ory to the emlt...the 05 ffml is perfoming very well while t he 2006 ones have started to widen. we traded at

220 in june, marked at 175 which is reasonable

4. fhit 05-e m9 t his is a name that is blowing up. horrible performance over 6% in f/c and reo. we traded in august at 260, marking at

450 now

5. mlmi 05-nc1 b3 this is an interesting deal, its from jan 05 so it has paid down alot and the loans are just reset ting, performa ce is

not great with 5.5 % f/c oand 4.5 90+ (october numbers) t his bond traded in comp on nov 17 at 245 so the mark of 225 (versus our

255) trade seems mid m arket to slig htly too tight given market last two weeks but I think this mark is in the context...this bond will eit

her be blowing up or clearly worth par within 6 months

7. nchet 05-d m9 deal performance is bad with neariy 5 % fic reo less than 1 year In yet we bought protection on this in high 100s on

november 16 making the mark of 230 reasonable given moves in last two weeks...i would expect this bond t o widen out much f urther

(similar to what we say with fhit 05-e)

8, ramp 05-efc2 m9 the 2005 ramp efc deals trade extremely well this mark is 10 tighter than where we traded it and is reasonable to

wide given recent market action
9. ramp 05-efc3 m9 see above
10. sabr 05-fr4 b3 another freemont blowing up we traded in august at 260, this is marked at 412 and if anyt hing could be a bit wider

(ie. I'd show you a 412.5 bid to unwind it)
11. sast 05-3 b3 saxon is a weak name but is performing ok so far....we traded at 265 and the mark is 210 on 11/22 another hedge

fund bought protection in comp at 220 so this mark is solidly in the middle of a slighly wider market than before

all in all your net marks are a bit wider with a few much Wider (190, 150 and 60) and the rest slighly to moderately tigher (10,. 10,10,

30,40,45,55)...i think things are going as we predicted lit tle to no movement and then a blowup......I did not look into the vol question

only the accuracy of the current marks.

Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917) 601-1916
greg.lippmann@db.com

"Tyler Duncan" <TDuncan@wayzpartners.com> Greg Lippmann/NewYork/OBNADeuBa@DBAmericas, Jamil

To NathoolNewYork/DBNA/DeuBa@DBAmericas

12/0112006 05:43 PM c
Subject FW: Wayzata cob 11-30-06

IPermanent Sucommittee onl Investigations

Wall Street & The Financial Crisis

A__ _i uthv DBI RepoFoo______DBSIPSIEMAIl 1864446
il.-4;0 %ILI - - L .. j.
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These seem a little off- most marks are going against us except three. The FFML 05, NCHET & SAST deals have moved over 2 pts against us

since last marks - why is this? I would think we would not have 2-3 pt. swings with fairly extreme volatility. Could you guys review and make sure

these make sense to you.

Tyler Duncan
Wayzata Investment Partners, LLC
Direct: 952-345-0709
Mobile: 612-877-1627
Fax: 952-345-8901

From: Leonela Lamaj [maiIto:leorela.Iamai(adb.com1
Sent: Friday, December 01, 2006 4:20 PM
To: Tyler Duncan
Cc: 3amil Nathoo; Rachel Rode
Subject: Wayzata cob 11-30-06

Please see attached for Nov month end statement.
Apologies on the delay

Leonela Lamaj
Deutsche Bank Securities Inc.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.[attachment Wayzata 11-30-06.pdf" deleted by Greg Lippmann/NewYork/DBNA/DeuBa] [attachment

"wayzata cob 11-30-06.xls" deleted by Greg Lippmann/NewYork/DBNA/DeuBa]

Confidential Treatment Requested by DBSI DBSIPSIEMA1L01964447
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Greg To"Mark Lee"
Lippmann/NewYork/DBNA/DeuBa@DBAMERICAS <mlee@contrariancapital.com>

cc

01/25/2007 02:24 PM bc
SubjectRe:

No. Sabr is a bad shelf (barclays shelf like db's ace and lehmans sail etc) but they not

all bad, sabr fr blows as do many others but sabr 06-opt1 you can buy 25MM inside 300.

Sent from my BlackBerry Handheld.

. ...................................................... ...............................................................................................................................

------ Original Message -----

From: "Mark Lee" [mlee@contrariancapital.com]

Sent: 01/25/2007 02:19 PM

To: Greg Lippmann

Subject: RE:

should I assume all the SABR deals are wide like this.

..........................o...........:....................................................................................... ...........................................

From: Greg Lippmann [mailto:greg.lippmann@db.com]

Sent: Thursday, January 25, 2007 2:05 PM

To: Mark Lee

Subject: Re:

Talked to my guys, this deal refcently traded near 800. Wmc in general is widening

massively so I think wed be 850 or so. Best to look elsewhere. We'll.. Be back with a

list soon.

Sent from my BlackBerry Handheld.

.......-.............................................................................................................................................................

----- Original Message -----

From: "Mark Lee" [mlee@contrariancapital.com]

Sent: 01/25/2007 01:44 PM

To: Greg Lippmann

Subject: RE:

where do you think the SABR 2006 WM3 B-3 trades these days?

......I...................................................................................................................................................................

From: Greg Lippmann (mailto:greg.lippmann@db.com]

Sent: Thursday, January 25, 2007 1:37 PM

To: Mark Lee

Subject: Re:

Understood on impairment just a matter of how much to pay in carry til then. Many of

these are going down.

Sent from my BlackBerry Handheld.

E Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Report Footnote #1401

r~~C~ ~ti ~A TTI O~1~

Confidential Treatment Requested by DBSI
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----- original Message -----

From: "Mark Lee" [mlee@contrariancapital.com]
Sent: 01/25/2007 01:34 PM

To: Greg Lippmann
Subject: RE:

We would look at namet 400 to 550. In general we are not looking for spread widening -we are looking for chances of
impairment.

........................................................................................................................................................... ........................................

From: Greg Lippmann [mailto:greg.lippmann@db.com]

Sent: Thursday, January 25, 2007 1:32 PM

To: Mark Lee

Subject: Re:

Sure. Give me some idea of spread target / shelves / tier. le you want weak names trading

550 +, strong names traded 350 or better or the oneswin middle. Note index is roughly

525.

Sent from my BlackBerry Handheld.

. .....................I.............................I.............................................................................................................

----- Original Message -----

From: "Mark Lee" [mlee@contrariancapital.com]

Sent: 01/25/2007 01:29 PM

To: Greg Lipp;mann

Do you have any suggestion for BBB- bonds we should look at buying protection on?

Mark Lee.

Portfolio Manager

Contrarian Capital

411 West Putnam

Suite 225

Greenwich CT 06830

P: (203) 862-8203

F: (203) 629-1977

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

DBSIPSIEMAIL0196158
Confidential Treatment Requested by DBSI
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e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.
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Greg To: "Jashin Patel" <jashin.patel@db.com>

Uppmann cc:
Subject: Where is this pig marked?

11/29/2006
05:17 PM

10mm 35729PHU7 FHLT 2005-A M9 375 last look 382

Sent from my BlackBerry Handheld.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Report Footnote #1402 DBSIPSIEMAILO1854608
Confidential Treatment Requested by DBSI
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greglip@bbotgTo: rokurita@bbotgjmihnan@bbotg
cc:
Subject: PINE MOUNTAIN 3

11/28/2006
08:41 AM

Message Sent: 11/28/2006 08:41:26
From: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECURI| 17261328663
To: ROKURITA@BBOTGIROCKY KUIUTAIDEUTSCHE BANK SECURI172613 28663
To: JMILMAN@BBOTGIJORDAN MILMANIDEUTSCHE BANK SECURI| 17261328663

ABFC 2005-WF1 M9 pass
ABSHE 2005-HE4 M9 pass
ACCR 2005-3 M9 pass
ACE 2005-WF 1 M9 pass
AMIT 2005-3 M6 pass
CBASS 2004-CB6 B3 pass
CMLTI 2005-OPT4 M9 155
CWL 2005-10 MV9 165
ECR 2005-3 B 285
FFML 2005-FF8 B3 pass
FMIC 2005-2 M9 190
GSAMP 2005-AHL M6 315 this is a pig we shouldnt pass like on ny life
JPMAC 2005-OPT 1 M9 pass
MABS 2005-NC2 M9 240 (long sze and huge payment shock coming 6.5gwac 5.=
8 marg)
MLI 2005-ARI B3 160
MSAC 2005-HE7 B3 175
NCHET 2005-3 M9 165
OOMLT 2005-4 M9 140
RAMP 2005-EFC3 M9 150
RASC 2005-EMX4 M9 135
SASC 2005-WF2 M9 pass
WFHET 2005-2 M9 pass

OrgSmtpMsg.eml

DBSIPSIEMAIL0184600(Confidential Treatment Requested by DBSI
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I

greglip@bbotgTo: hiroki.kurita@db.com
cc:

05119/2006 Subject: WE TRADED THAT ACE PIECE 0 CRAP WITH IKE AT 380!!

08:04 AM
Message Sent: 05/19/2006 09:04:53
From: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECUR1l7261328663
To: hiroki.kurita@db.coml I I I

WE TRADED THAT ACE PIECE 0 CRAP WITH IKE AT 380 !!

OrgSmtpMsg".em

I Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1409
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Danielle
PlutheroNewYork/DBNA/DeuBa@DBAMERICAS

05129/2007 04:27 PM

ToGreg
Lippmann/NewYork/DBNA/DeuBa@

ccStephamie
Ruhle/NewYork/DBNA/DeuBa@DBA

boc.

SubjectRe: Highfields -40 cusips for quotes

Greg
Thank you for the feedback. Just went through your color with Farhad. He

thought he had screened out most of the bad names 
so apologies for the

freemont.
Let us know if there are any on this list that aren' t too dicey that you

think you can provide prices on.

Also if there are any other shelves that look bad let me know outside 
of the

ones mentioned on the call (LBLMT, sail, sgms etc). I don't believe we have a

list but i figured given your expertise you may have a few more 
to mention

that Highfields is not aware of. It just helps them delete them from the

master list

They are still focused on 400-1000 spread range

Danni

Danielle Pluthero

Deutsche Bank Securities Inc

60 Wall Street, 3rd Floor

New York, NY 10005
Tel: (212)250 8967

Cell: (646)301 1352
Fax: (212)797 2097
danielle.pluthero@db.com

Greg
Lippmann/NewYork/D
BMA/DeuBa

05/29/2007 03:41
PM

To

Danielle
Pluthero/NewYork/DBNA/DeuBa@DBAmerica
s

cc

Subject

Re: Highfields -40 cusips for quotes

(Document link: Danielle Pluthero)

i said freemont and wmc are bad here are the ones that fit that

ACE 2006-ASP3 M7 this stinks though i didnt mention it

Permanent Subcommittee on InvestigatiOns

Wall Street & The Financial Crisis
Report Footnote #14 109DBPEAL233

Confidential Treatment Requested by DBSI
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before
00442VAN7
00442VAP2
00442CAP4
040104SF9
mentioned it)
040104TA9
040104TB7
040104TR2
040104TSO
04012XAPO
07388GAK7
12666PBD5
12666TAU0
12667AAN6
12667AAM8
126670YS1
23242NAL3
126670SY5
126670SW9
126670SX7
362334PU2
40430MAQ0
456606LK6
43709BAQ2
46602WAN4
57643LPWO
57643LPX8
57643LPY6
57643GAN7
57643GAP2
57644UAQ8
57644TAN8
57644TAP3
59020U6Y6
59020U6Z3
61749GAN2
61749QAP5
64352VRB9
81375HAG4
81375HAH2
81375HAJ8
86360PAR8

ACE 2006-ASP3 MS ditto
ACE 2006-ASP3 M9 ditto

ACE 2006-FM2 M9 FM stands for FREEMONT

ARSI 2006-W2 M9 ARSI is a very bad shelf (I may hnot have

ARSI 2006-W3 M8 ditto

ARSI 2006-W3 M9ditto
ARSI 2006-W4 M8 ditto
ARSI 2006-W4 M9ditto
ARSI 2006-W5 M9ditto

BSABS 2006-3 M7
CWL 2006-10 MV9
CWL 2006-11 BV
CWL 2006-12 B
CWL 2006-12 M8
CWL 2006-5 B
CWL 2006-ABC1 M8
CWL 2006-IM1 B

CWL 2006-IM1 M7

CWL 2006-IM1 MS

GSAMP 2006-FM1 B2 FM is freemont

HASC 2006-WMC1 M9 WMC is WMC

IMABS 2006-B M9 weak name but will try

INABS 2006-C M9 ditto

IXIS 2006-HE2 B3 very very bad deal PASS

MABS 2006-FRE1 M7 FRE is FREEMONT

MABS 2006-FRE1 M8 ditto
MABS 2006-FRE1 M9 ditto

MABS 2006-FRE2 M8 ditto

MABS 2006-FRE2 M9 ditto
MABS 2006-HE2 M9

MABS 2006-WMC2 M8 WMC is WMC

MABS 2006-WMC2 M9 ditto

MLMI 2006-WMC2 B3A ditto

MLMI 2006-WMC2 B3B ditto

MSHEL 2006-3 B3

MSIX 2006-1 B3

NCHET 2006-1 M9

SABR 2006-NC1 B1
SABR 2006-NC1 B2

SABR 2006-NC1 B3
SASC 2006-NC1 M9

Danielle
Pluthero/NewYork/D
BNA/DeuBa

05/29/2007 03:30
PM

To

Greg
Lippmann/NewYork/DBNA/DeuBa@DBAmerica
s

cc

Hiroki
Kurita/NewYork/DBMA/DeuBa@DBAmericas,
Jordan
Milman/NewYork/DBNA/DeuBa@DBAmericas,
Stephanie
Ruhle/NewYork/DBNA/DeuBa@DBAmericas

Subject

Highfields ~40 cusips for quotes

DBSIPSIEMAIL025323(
Confidential Treatment Requested by DBSI
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Greg
As promised.

Cusips from your list. Client has tried to avoid issuers you mentioned 
on the

call.

00442VAM9
00442VAN7
00442VAP2
00442CAP4
040104SF9
040104TA9
040104TB7
040104TR2
040104TSO
04012XAPO
07388GAK7
126662BD5
12666TAU0
12667AAN6
12667AAM8
126670YS1
23242NAL3
126670SY5
126670SW9
126670SX7
362334PU2
40430MAQ0
456606LK6
43709BAQ2
46602WAN4
57643LPWO
57643LPX8
57643LPY6
57643GAN7
57643GAP2
57644UAQ8
57644TAN8
57644TAP3
59020U6Y6
59020U6Z3.
61749GAN2
61749QAP5
64352VRB9
81375KAG4
81375HAH2
81375HAJB
86360PARB

IMPORTANT NOTICE: This e-mail may contain information 
that is confidential,

privileged or otherwise protected from 
disclosure. If you are not an intended

Confidential Treatment Requested by DBSI DBSIPSIEMA]L025323(

ACE 2006-ASP3 M7

ACE 2006-ASP3 M8
ACE 2006-ASP3 M9
ACE 2006-FM2 M9

ARSI 2006-W2 M9
ARSI 2006-W3 M8

ARSI 2006-W3 M9
ARSI 2006-W4 M8
ARSI 2006-W4 M9
ARSI 2006-W5 M9

BSABS 2006-3 M7

CWL 2006-10 MV9
CWL 2006-11 BV
CWL 2006-12 B
CWL 2006-12 MS

CWL 2006-5 B
CWL 2006-ABC1 M8
CWL 2006-IM1 B
CWL 2006-IM1 M7
CWL 2006-IM1 MB

GSAMP 2006-FM1 B2

HASC 2006-WMC1 M9
INABS 2006-B M9
INABS 2006-C M9
IXIS 2006-HE2 B3

MABS 2006-FREl M7
MABS 2006-FREl MB

MABS 2006-FREl M9

MABS 2006-FRE2 MB

NABS 2006-FRE2 M9

MABS 2006-HE2 M9
MABS 2006-WMC2 MB

MABS 2006-WMC2 M9

4MLMI 2006-WMC2 B3A
MLMI 2006-WMC2 B3B

MSHEL 2006-3 B3

MSIX 2006-1 B3

NCHET 2006-1 M9

SABR 2006-NC1 B1

SABR 2006-NC1 B2

SABR 2006-NC1 B3
SASC 2006-NC1 M9
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recipient of this e-mail, do not duplicate or redistribute 
it by any means.

Please delete it and any attachments and notify the sender 
that you have

received it in error. Unintended recipients are prohibited from taking action

on the basis of information in this e-mail. We reserve the right, to the

extent and under circumstances permitted by applicable law, to retain, 
monitor

and intercept e-mail messages to and from our systems.

[attachment "CUSIPS for DB submitted May 29 07.xls" deleted 
by Danielle

Pluthero/NewYork/DBNA/DeuBa]

DBSIPSIEMAILO253236
Confidential Treatment Requested by DBSI
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GREGLIP@bloomberg.net

03/02/2007 01:38 PM

K

ToBAKERCDBabloomberg.net
cc

bcc
Subject

=====Begin Message=====
Message#: 355830
Message Sent: 03/02/2007.13:38:35
From: GREGLIP@bloomberg.netIGREG LIPPMANNIDEUTSCHE BANK

SECURI117261328663
To: BAKERCDB@bloomberg.netICLARK BAKERIHARBINGER CAPITALI

|
Subject:

on this call & they are claiming that DB was one of the

last
ones to tighten standards on buying loans to securitize.

you
were right- ace is
crap
Reply:

INDEED... IT IS... .BUT I AM NOT CRAP MY

FRIEND..1
=====End Message=====

I Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1410

DBSIPSIEMAIL0203855
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JMIELMAN@bloomberg.net ToGREGLIP@bloomberg.net
cc

03/19/2007 07:05 PM bec

Subject

=====Begin Message=====
Message#: 21372
Message Sent: 03/19/2007 18:05:50

From: JMILMAN@bloomberg.netIJORDAN MILMANIDEUTSCHE BANK

SECURI117261328663
To: GREGLIP@bloomberg.netlGREG LIPPMANNIDEUTSCHE BANK

SECURI117261328663
Subject:

the ffml 06-ffl3 is a piece of crap and would be closer

to
1000. .On the phone you told me closer to 400, and even

the
message you sent after the fact says between 400-

800.
=====End Message=====

Confidential Treatment Requested by DBSI DBSI PSI EMAILO241208'
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JMILMAN@bloomberg.net

12/01/2006 12:40 PM

ToGREGLIPPbloomberg.net
cc

bc
Subject

=====Begin Message=====
Message#: 197274

Message Sent: 12/01/2006 12:40:02
From: JMILMAN@bloomberg.net|JORDAN MILMANIDEUTSCHE BANK

SECURI117261328663
To: GREGLIP@bloomberg.netIGREG LIPPMANNIDEUTSCHE BANK

SECURI1l7261328663

Subject:

Bal HOMEQ BWIC TODAY AT 2PM WITH

THOUGHTS

10mm ACE 06-HEl M10 Bal/BBB/BBB 100ppc to call 1250dm 75-

14+

Reserve Levels

Apply

I am thinking 60-00, let me know what you

think
Reply:

WHAT SPREAD IS THAT....DOENST THIS DEAL BLOW AND WHO IS

SELLING?
Reply:

yes it blows I am seeing 20-40%

writedowns .
=====End Message=====

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1418

DBSIPSIEMAILO 1863636Confidential Treatment Requested by DBSI
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"Jason Lowry"
<JLowry@hbk.com>

12/19/2006 11:11 AM

ToGreg LippmannNewYork/DBNA/DeuBa@DBAmericas, Jordan
Milman/NewYork/DBNA/DeuBa@DBAmericas, Hiroki
Kurita/NewYork/DBNAIDeuBa@DBAmericas, Abhayad
Kamat/NewYork/DBNAIDeuBa@DBAmericas, Sourav
Sen/NewYork/DBNA/DeuBa@DBAmercas, Chehao
LulNewYork/DBNA/DeuBa@DBAmericas, Lucy
Fagan/db/dbcom@DBAmericas, Sourav
Sen/NewYork/DBNA/DeuBa@DBAmericas, "Rachel Wish"
<RWish@hbk.com>, "FixedIncome" <FixedIncome@hbk.com>,
Mike Li/db/dbcom@DBAmericas, "ABS" <ABS@hbk.com>

SubjectPurchase for warehouse

We bought 10mm of ACE 06-HEl M10 (1332 @ 30cpr) at a price of 73.50 from DBS for the warehouse.

IPermanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1419
DBSI-PSI-EMAEL01910568Confidential Treatment Requested by DBSI

4

Footnote Exhibits  - Page 2084



JMILMAN@bloomberg.net ToGREGLIP@bloomberg.net, CACCIBAL I @bloomberg.net,
PMANGIONE@bloomberg.net, FBRETTSC@boomberg.net,

12/19/2006 11:27 AM MGINS@bloomberg.net, ROKURITA@bloomberg.net
BWIELEI@bloomberg.net, SOULMAN@bloomberg.net,
MAZZACC@bloomberg.net, HFORUSZ@bloomberg.net,
HLAWLESS@bloomberg.net, IBOGZA@bloomberg.net,
MDESANTIS3@bloomberg.net,
CRESMA.MIDB@bloomberg.net

cc
bcc

Subject

=====Begin Message=====
Message#: 155353

Message Sent: 12/19/2006 11:27:36

From: JMILMAN@bloomberg.netIJORDAN MILMANIDEUTSCHE BANK

SECURI|17261328663

To: GREGLIP@bloo'mberg.netIGREG LIPPMANNIDEUTSCHE BANK

SECURI117261328663

To: CACCIBAL1@bloomberg.netICON ACCIBALIDEUTSCHE BANK

SECURI117261328663

To: PMANGIONE@bloomberg.netIPAUL MANGIONEIDEUTSCHE BANK

SECURI117261328663

To: FBRETTSC@b1oomberg.net FRED BRETTSCHNEIDERIDEUTSCHE BANK

SECURI117261328663

To: MGINS@bloomberg.netIMARK GINSBERGIDEUTSCHE BANK

SECURI117261328663

To: ROKURITA@bloomberg.netIROCKY KURITAIDEUTSCHE BANK

SECURI117261328663

To: BWIELE1@bloomberg.netIBRIAN WIELEIDEUTSCHE BANK

SECURI117261328663

To: SOULMAN@bloomberg.net iMICHAEL SOLBERGIDEUTSCHE BANK

SECURI117261439306
To: MAZZACC@bloomberg.netIMICHAEL MAZZACCOIDEUTSCHE BANK

SECURI117261328663

To: HFORUSZ@bloomberg.netIHEATH FORUSZIDEUTSCHE BANK AG,

LOI17261115008

To: HLAWLESS@bloomberg.netIHEATHER LAWLESSIDEUTSCHE BANK

SECURI117261328663

To: IBOGZA@bloomberg.netILINCA BOGZAIDEUTSCHE BANK

SECURI117261328663

To: MDESANTIS3@bloomberg.netlMARC DESANTISIDEUTSCHE BANK

SECURI117261328663
To: CRESMA.MIDB@bloomberg.netiMARCO CRESTI|DEUTSCHE BANK AG,

LO117261115008

Subject:

SOLD 10mm ACE 06-HEl M10 THANKS L.

PIKE
=====End Message=====

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1419
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greglip@bbotgTo: greglip@bbotg
cc:
Subject: CDS TRADE04/06/2006

05:54 PM
Message Sent: 04/06/2006 18:54:58
From: GREGLIP@BBOTG|GREG LIPPMANNIDEUTSCHE BANK SECURI|17261328663
To: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECURI|17261328663

Bradley, we just did the following trade, 200MM 20MM each of 10 names wit--
h
another hedge fund. You will see we showed you comparable or better!! let-
s go !
Bond CDS Level

ACCR 2005-2 M8 135.00
CMLTI 2005-OPT4 M8 131.00
FFML 2005-FF7 M8 130.00
FMIC 2005-2 M8 135.00
MSAC 2005-NC2 B2 140.00
MSAC 2005-WMC6 B2 138.00
NCHET 2005-1 M8 138.00
NHEL 2005-3 M8 128.00
SABR 2005-OP2 B2 132.00
SABR 2005-FR4 B2 135.00

Bond CDS Level
NHEL 2005-1 B2 130 this bond is BBB+ SP the NHEL 05-3 is A+ SP
LBMLT 2005-2 M8 142 crap name
CARR 2005-FRE1 M8 133
FFML 2005-FF8 B2 127 we traded the ff7 3 wider than this urs A theirs=
BBB+
ACE 2005-RMI M8 130 good level for high california
JPMAC 2005-OPTI M8 128 compares to the cmlti 05-opt4 at 131 urs bbb thei=
r bbb+
ACCR 2005-2 M8 130 we showed u 5 tighter than we traded this exact bo=
nd!
SABR 2005-FR2 B2 135 same levels as sabr05-fr4 sam(ish) bond
AMSI 2005-R7 M8 137 crap name
POPLR 2005-D MS 128 tied for as tight as any we traded but this is sp =

bbb and
that one was sp A+

~~~.. ...........................................................................................................................................

OrgSmtpMsg.eml

I Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

Report Footnote #1422
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greglip@bbotgTo: rokurita@bbotg
cc:

06/16/2006 Subject: Re: Fwd: *Here is a preliminary ist for julius baer

09:18 AM
Message Sent: 06/16/2006 10:18:12
From: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECURI| 17261328663
To: ROKURITA@BBOTGIROCKY KURITAIDEUTSCHE BANK SECURI117261328663

AND UR THE MAN !!! OK LETS INCLUDE IT AT A VERY WIDE LEVEL AND GET SOMET=
HING
TOGETHER FOR THESE GUYS...
---- Original Message
From: ROCKY KURITA, DEUTSCHE BANK SECURI
At: 6/16 10:14:42

we are short that one. all the cwl are bad.
-Original Message -----

From: GREG LIPPMANN, DEUTSCHE BANK SECURI
At: 6/16 10:12:26

ok if we r shrt it b/c is that the really crap one or is that the 05-3 /?
maybe
also an 06 cwl....
---- Original Message -----
From: ROCKY KURITA, DEUTSCHE BANK SECURI
At: 6/16 9:42:49

we have a couple new century. how about a cwl 05-4 by baa3
---- Original Message-
From: GREG LIPPMANN, DEUTSCHE BANK SECURI
At: 6/16 9:24:56

lets add one other weakish name i.e. cwl, amsi, nchet,heat want to balanc=
e it
out in spread terms more..also after the analysis they want just 10 2005 =

and 10
06 not more... sales is charlotte mcbride but lets run through me for now-

----- Original Message -----
From: ROCKY KURITA, DEUTSCHE BANK SECURI
At: 6/16 8:54:22

---- Original Message -----
From: ROCKY KURITA, DEUTSCHE BANK SECURI
At: 6/16 8:54:18

Can we run the numbers? What other stats does the accoutn need? who cover-
s the
account?
I SASC 2005-NCI M7
2 SASC 2005-NCI M8
3 SASC 2005-WF1 M8

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1423
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From: DEUTSCHE ARMS (DEUTSCHE BANK SECURI) <DBARMS@BBOTG>

Sent: Friday, November 17, 2006 8:08 PM

To: JEFFREY LIN (DEUTSCHE BANK SECURI) <JLIN97@BBOTG>; RAJ SHOURIE

(DEUTSCHE BANK) <RSHOURIE@BBOTG>; JOSEPH REARDON (DEUTSCHE
BANK SECURI) <REARJOS@BBOTG>; JEANMARIE GENIRS (DEUTSCHE
BANK SECURI) <JGENIRS 1 @BBOTG>; ERIK FALK (DEUTSCHE BANK
SECURI) <EFALK@BBOTG>; MATTHEW BRAUND (DEUTSCHE BANK
SECURI) <MBRAUND@BBOTG>; BRIAN WIELE (DEUTSCHE BANK SECURI)
<BWIELEI@BBOTG>; ED RUBIN (DEUTSCHE BANK SECURI)
<ERUBIN@BBOTG>; ROCKY KURITA (DEUTSCHE BANK SECURI)
<ROKURITA@BBOTG>; PETER GALL (DEUTSCHE BANK AG)
<PETERGALL@BBOTG>; MICHAEL COMMAROTO (DEUTSCHE BANK

SECURI) <MCOMMARO@BBOTG>; GREG LIPPMANN (DEUTSCHE BANK

SECURI) <GREGLIP@BBOTG>; FRED BRETTSCHNEIDER (DEUTSCHE BANK

SECURI) <FBRETTSC@BBOTG>; DANIEL SCHAEFFER (DEUTSCHE BANK

SECURI) <SCHAEFF@BBOTG>
Subject:

Message Sent: 11/17/2006 16:08:07
From: DBARMS@BBOTGIDEUTSCHE ARMSIDEUTSCHE BANK SECURI1l7261328663
To: JLIN97@BBOTGIJEFFREY LINIDEUTSCHE BANK SECUR1172618423
To: RSHOURIE@BBOTGIRAJ SHOURIEIDEUTSCHE BANKI 17261133100
To: REARJOS@BBOTGIJOSEPH REARDONIDEUTSCHE BANK SECUR1117261328663
To: JGENIRSI@BBOTGJEANMARIE GENTRSIDEUTSCHE BANK SECUR1l7261328663
To: EFALK@BBOTGIERIK FALKIDEUTSCHE BANK SECUR1117261328663
To: MBRAUND@BBOTGIMATTHEW BRAUNDIDEUTSCHE BANK SECURI 17261509770

To: BWIELE1@BBOTGIBRIAN WIELEIDEUTSCHE BANK SECURIl1l7261328663
To: ERUBIN@BBOTGIED RUBINIDEUTSCHE BANK SECUR11l7261328663
To: ROKURITA@BBOTGIROCKY KURITAIDEUTSCHE BANK SECURI| 17261328663

To: PETERGALL@BBOTGIPETER GALLIDEUTSCHE BANK AGI 17261334122
To: MCOMMARO@BBOTGIMICHAEL COMMAROTOIDEUTSCHE BANK SECUR117261328663

To: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECUR117261328663
To: FBRETTSC@BBOTGIFRED BRETTSCHNEIDERIDEUTSCHE BANK SECURI117261328663

To: SCHAEFF@BBOTGDANIEL SCHAEFFERIDEUTSCHE BANK SECUR117261328663

THE ARMS DESK WOULD LIKE TO EXPRESS ITS SINCERE APPRECIATION TO

THE SALES FORCE FOR AN OUTSTANDING JOB IN HELPING US PLACE THE

BONDS OFF DBALT 06-AR6. THANKS A LOT!!

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
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From: DEUTSCHE ARMS (DEUTSCHE BANK SECURI) <DBARMS@BBOTG>

Sent: Tuesday, November 14, 2006 12:16 AM

To: HEATHER DAUR (DEUTSCHE BANK SECURI) <HDAUR1@BBOTG>; JEFFREY
LIN (DEUTSCHE BANK SECURI) <JLIN97@BBOTG>; RAJ SHOURIE
(DEUTSCHE BANK) <RSHOURIE@BBOTG>; JOSEPH REARDON (DEUTSCHE
BANK SECURI) <REARJOS@BBOTG>; JEANMARIE GENIRS (DEUTSCHE
BANK SECURI) <JGENIRSI@BBOTG>; ERIK FALK (DEUTSCHE BANK
SECURI) <EFALK@BBOTG>; MATTHEW BRAUND (DEUTSCHE BANK
SECURI) <MBRAUND@BBOTG>; BRIAN WIELE (DEUTSCHE BANK SECURI)
<BWIELE1@BBOTG>; ED RUBIN (DEUTSCHE BANK SECURI)
<ERUBIN@BBOTG>; ROCKY KURITA (DEUTSCHE BANK SECURI)
<ROKURITA@BBOTG>; PETER GALL (DEUTSCHE BANK AG)
<PETERGALL@BBOTG>; MICHAEL COMMAROTO (DEUTSCHE BANK
SECURI) <MCOMMARO@BBOTG>; GREG LIPPMANN (DEUTSCHE BANK
SECURI) <GREGLIP@BBOTG>; FRED BRETTSCHNEIDER (DEUTSCHE BANK
SECURI) <FBRETTSC@BBOTG>

Subject:

Message Sent: 11/13/2006 20:16:25
From: DBARMS@BBOTGIDEUTSCHE ARMSIDEUTSCHE BANK SECUR117261328663
To: HDAUR1@BBOTGIHEATHER DAURIDEUTSCHE BANK SECURI|17261328663
To: JLIN97@BBOTGIJEFFREY LINIDEUTSCHE BANK SECUR1l72618423
To: RSHOURIE@BBOTGIRAJ SHOURIEIDEUTSCHE BANKI17261133100
To: REARJOS@BBOTGIJOSEPH REARDONIDEUTSCHE BANK SECURIll17261328663
To: JGENIRSI@BBOTGIJEANMARIE GENIRSIDEUTSCHE BANK SECURI|17261328663
To: EFALK@BBOTGIERIK FALKIDEUTSCHE BANK SECUR1117261328663
To: MBRAUND@BBOTGIMATTHEW BRAUNDIDEUTSCHE BANK SECUR1l7261509770
To: BWIELEI@BBOTGIBRIAN WIELEIDEUTSCHE BANK SECUR1l7261328663
To: ERUBIN@BBOTGIED RUBINIDEUTSCHE BANK SECUR1117261328663
To: ROKURITA@BBOTGIROCKY KURITAIDEUTSCHE BANK SECURIJ17261328663
To: PETERGALL@BBOTGIPETER GALLIDEUTSCHE BANK AGI 17261334122
To: MCOMMARO@BBOTG|MICHAEL COMMAROTOIDEUTSCHE BANK SECURI| 17261328663
To: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECUR117261328663
To: FBRETTSC@BBOTGIFRED BRETTSCHNEIDERIDEUTSCHE BANK SECUR1l7261328663

DBALT 06-AR6: Expected Losses based on prelim RA feedback
S&P: 0.60%
Moodys: 1.10%

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1425
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From:
Sent:
To:

Subject:

LARRY PIKE (DEUTSCHE BANK SECURI) <LMPIKE@BBOTG>

Wednesday, November 29, 2006 9:21 PM

ELEANNY PICHARDO (DEUTSCHE BANK SECURI) <ELEANNYP@BBOTG>;
ALEXANDER MALDONADO (DEUTSCHE BANK SECURI)
<AMALDONADO1@BBOTG>; ANUPAMA CHAKRAVARTII (DEUTSCHE BANK
SECURI) <ACHAKRAVARTT@BBOTG>
Some success in CMO land today:

Message Sent: 11/29/2006 17:21:40
From: LMPIKE@BBOTGILARRY PlKEIDEUTSCHE BANK SECURI|17261192220
To: ELEANNYP@BBOTGIELEANNY PICHARDOIDEUTSCHE BANK SECUR1117261328663
To: AMALDONADOl@BBOTGIALEXANDER MALDONADOIDEUTSCHE BANK SECURJ 1726j328663

To: ACHAKRAVARTT@BBOTGANUPAMA CHAKRAVARTTIjDEUTSCHE BANK SECURI 17261328663

Forwarded To: ELEANNY PICHARDO, DEUTSCHE BANK SECURI By: SEAN WHELAN, DEUTSCHE BAN

Forwarded To: ALEXANDER MALDONADO, DEUTSCHE BANK SECURI By: SEAN WHELAN, DEUTSCHE

Forwarded To: ANUPAMA CHAKRAVARTTI, DEUTSCHE BANK SECURI By: MICHAEL JONES, DEUTSC

Some success in CMO land today:

Sold 9mm DBALT 06-AR6 MIO (Ba2/BBB-) to HBK
This class was never sold in the new issue marketing.

Sold 9.5mm CWALT 06-6CB 2A4 (NAS) to NIR Capital.

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Re ort Footnote #1426

CONFIDENTIAL - PRODUCED TO M&T PURSUAN
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Jason Lowry
Thursday, November 30, 2006 11:32:03 AM

Abhayad Karmat; Sourav Sen; Chehao Lu;'Iucy.fagan@db.com[ucy.fagan@db.com); Souray Sen;
Rachel Wish; Fixedincome; Mike.Li@db.com'[Mike.Li@db.com); ABS

Details on DBALT trade

Approved by wharehouse:

DB sells to HBK 8.997mm (+- variance) DBALT 06-AR6 M10 +775 $84-22 (yield table to follow) settles

12129 with 14 days accrued.

Permanent Subcommittee on InvestigationsIWall Street & The Financial Crisis
Report Footnote #1427
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AXEL KUNDE (DEUTSCHE BANK AG, LO) <KUNDAX.LNDB@BBOTG>

Sent: Thursday, July 6, 2006 7:38 PM

To: GREG LIPPMANN (DEUTSCHE BANK SECURI) <GREGLIP@BBOTG>

Subject:

Message Sent: 07/06/2006 15:38:33
From: KUNDAX.LNDB@BBOTGAXEL KUNDEIDEUTSCHE BANK AG, L017261115008
To: GREGLIP@BBOTGIGREG LIPPMANNIDEUTSCHE BANK SECURI117261328663

He is in Lisbon. But maybe you can meet him in Barcelona.
OK...HAPPY TO DO THE CALL IF U WANT OR U CAN INTRODUCE ME TO HIM

ON M ONDAY...UR CALL.but unfortunately he is not - like many
other European guys. If you tell the sales guy the bond is reall
y bad his investor will use that as an argument against us and
demand that we buy back his note, because he trusted DB to pick
a good portfolio etc, etc. That's why I chose to say much of
the widening was due to general tiering in the market. And yes,
while this bond is underperforming there are still 49 other
bonds in the portfolio that trade in the normal range: All
other Baa2s are market between 100 and 160, and all Baa3
between 205 and 280 (LBMLT 2005-1!). SURE I CAN DO THAT.. ANY C
HANCE WE CAN BUY PROTECTION FROM HIM ON THE VERY BOND AT 225 TO

DBSIPSIEMAIL0137469
Confidential Treatment Requested by DBSI
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79,500,000
106, 250, 000

ToAbhayad
Kamat/NewYork/DBNA/DeuBa@,DBAmericas

collinca R
BograNewYork/DBNA/DeuBa@,DBAmericas

bec
SubjectG7 -HEAT and LBMLT

amt % of total count
7.22% 9
9.65% 13

(updated w/ the 3 new trades recently, 
which included 1 of LBMLT and 1 of HEAT......)

Che Lu
Global CDO Group

Deutsche Bank Securities Inc.

212-250-7801

Abhayad

Kamat/NewYork/DBNA/DeuBa

01/25/2007 11:51

AM

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
CONFIDENTIAL - PRODUCED TO M&T PURSUA Reort Footnote #1430
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Chehao
Lu/NewYorkDBNA/Deu1Bf@DBAMFRCAS

01/25/2007 12:4 1 PM

Shelf
LBMLT
HEAT
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Chehao

Lu/NewYork/DBNA/DeuBa

cc

Subj ect

Fw:

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI_00346492
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send ilinca and me the $ of HEAT and long beach (LBMLT i think) in gemstone 7 pool -- also

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI 0034649:

DBPSI_00346493
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include assets with long beach as originator or servicer. thanks.

---------------------------

Abhayad Kamat

Global CDO Group

Deutsche Bank Securities Inc.

60 Wall Street, 19th Floor,

New York, NY 10005-2858

(212) 250-0526 work

(917) 519-9694 cell

(732) 578-2890 fax

----- Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 01/25/2007 11:49 AM -----

Ilinca R

Bogza/NewYork/DBNA/DeuBa@DBANERICAS

01/25/2007 11:47

AM

To

Abhayad

Kamat/NewYork/DBNA/DeuBatDBAmericas@DBAMERICAS@DEUBAINT

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI 00346491
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Subject

Re:

Fw:

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI_0034649f
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No. These meetings are general overviews.. Only 2 accounts might buy his deal. I said I

would send port via email.

Can u tell me percentage of these 2? They are not in the marketing book.

From: Abhayad Kamat
Sent: 01/25/2007 11:44 AM
To: Ilinca Bogza
Subject: Re: Fw:

tell this to kevin and ask if he will consider reducing some of the contentious assets. 
did

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI00346496
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you get pushback on specific assets in your meetings?

Ilinca R
Bogza/NewYork/DBNA/DeuBa@DBAMERICAS

01/25/2007 11:40

"Abhayad Kamat"

<Abhayad.Kainat@db.com>

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI 00346497
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Subject

Fw:

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI_00346498
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From: Casey Newell
Sent: 01/25/2007 11:33 AM
To: Ilinca R Bogza/NewYork/DBNA/DeuBa@DBAmericas@DBAMERICAS@DEUBAINT
Subject: Re:

Yes, they don't like the deal. Collaterall pool has too many Long leach and Heat names.

From: Ilinca R Bogza
Sent: 01/25/2007 10:31 AM
To: Casey Newell

Any feedback from -edcte on hbk deal?

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI 00346499
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FEBRUARY 5,2007

Call between Sean Whelan and Alex Craig

MTP 00011

ALEX: Hey Sean.

SEAN: Hey Bro, how are you?

ALEX: I'm good. How are you doing?

SEAN: I'm good man. You've been out of the office a little bit there, my man.

ALEX: No. I've been here.

SEAN: You kidding, I've tried getting you like a few times man.

ALEX: We were on our ski trip and then I called you, thinking you were out at ABX.

SEAN: I was at AFS my friend.

ALEX: And then I was at AFS, whatever, I'm sorry.

SEAN: Cool.

ALEX: And then I was out of the office on Friday.

SEAN: There we go. See I was trying. How's everything going?

ALEX: Everything is okay. Everything is okay.

SEAN: Good.

ALEX: How about with you?

SEAN: Everything is just fine.

ALEX: Peachy keen?

SEAN: Oh they certainly are just going, just fine. Alright. What's happening there bro.

ALEX: I called you on Gemstone.

SEAN Yeah, we're going to launch that bad boy on Wednesday.

ALFX: Okay.

ATI'ORNEY CLIENT PRIVILEGE
CONFIDENTIAL

Page 1 of 9
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And also we are probably, we may structure in some AAA mezz.

ALEX: Okay. Well that's what I was calling you about.

SEAN: Okay. Now let's pull something up. Now I'm going to listen or when you're

ready for me to talk, we'll go in like the little Alex and Sean cooperation thing.

ALEX: Okay. Im ready, I'm ready to listen.

SEAN: No and I'm totally serious. Alright. Here's the gig right. I hope you've read
this stuff. Have you?

ALEX: Yes.

SEAN: Okay. I do recommend that you go, like let's say you're going to buy this deal, I
actually want you to set up - and I sent you a couple of research pieces talking
about the questiuns to ask and what to do look at in CDO.

ALEX: Yep, I have that.

SEAN: It won't be good if I go to that meeting with you and I'm the mouthpiece. Right.
like it's got to be you guys. They're not hard. You can prepare like 15 questions

that you want to ask, you know, like and you show me what they are. I may
actually take a series of questions and I have a guy who's extremely strong in
CDO's, he issues them and he's buys them. And like he gave me questions and

he buys every Gemstone deal by the way. Like for all the reasons you should, he
does. But if you want to buy deals you need to meet the manager.

ALEX: Right.

SEAN: And you're going to get conversant with when they go in and they tell you like
Alex, we own the bottom. This is like a financing trade for us. You know what I
mean. And we're in the - so they're still in all the credit, right. You obviously
want a guy like that working for you rather than, you know, buying this _
like a fucking deal from GSC, right, where they don't buy any equity. Right.

ALEX: I'm with you.

SEAN: Okay. So we're going to launch this deal on Wednesday. And we're looking at
creating Junior AAAs that will come out in the 45 area.

ALEX: Okay.

Page 2 of 9
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SEAN: Now what can happen off this, like if you, you would never buy bonds higher.
Like you would never drive in a deal higher. If you indicate early, like
Gemstone deals go very well, and this deal will all go very well and it will get
oversubscribed. If I bring you in early and firm, you're going to get bonds, and
you're going to get what you want. Now if you're a 25 bond buyer, I'll still get
you that If you're a 50 or a 75 or 100, that's better.

ALEX: Yeah well how big do you think the mezz is going to be?

SEAN: Well, I was looking before. I was looking at the full size of the AAAs, right.
What do we think that was. It was big. It's a billion dollar deal.

ALEX: It's 793.

SEAN: Right. Those were the AAAs?

ALEX: Yep.

SEAN: Right. So it's going to be pretty big. Let me check. Can I put you on hold for a
second?

ALEX: Absolutely.

SEAN: Okay. Alex?

ALEX: Yep.

SRAN: And I don't have the firm numbers but typically you have like a 65 kind of 35
split. Something like that.

ALEX: Alright.

SEAN: So, you know, if we add 800 million AAAs, we'll have like 700 something,
right?

ALEX: Let's do the math.

SEAN: Now what I'm saying is in the total AAA size I'm paging through, I should have
- yeah we -

ALEX: Yeah you said like 275-ish.

SEAN: Yeah.

ALEX: Okay.

SEAN: And that's, you know, I'll be much - I'll give you a much better feel, but you
know it's going to be a, you know, 250 to 300 million.

Page 3 of 9
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ALEX: Okay. We'll take the whole thing.

SEAN: Now what would you take?

ALEX: Ub, we'll probably take 50.

SEAN: Okay.

ALEX: Pve got to talk to Adam about this obviously.

SEAN: Okay.

ALEX: And I would like to speak with the manager.

SEAN: Alright.

ALEX: Do you want us to leave a call tomorrow?

SEAN: Umm, do you, do you, alright I'll do what you want.

ALEX: Or we could go over, I don't care. It doesn't bother me.

SEAN: I think, I think -

ALEX:

SEAN:

ALEX:

SEAN:

ALEX:

SEAN:Redacted 
by the

SEAN: Permanent Subcommittee on Investiaon

ALEX:

SEAN:

Page 4 of 9
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Redacted by the -
ALEX: Permanent Subcommittee on Investigations

SEAN: Do you want to see HBK tomorrow?

ALEX: Well yes, that's what I'm saying.

SEAN: Okay. I'm going to ask to see them in the afternoon.

ALEX: Okay. Wide open. I have a meeting that never happens at 10:00 a.m. with your
buddy boy.

SEAN: Okay.

ALEX: And I'm good. So anytime in the afternoon would be great. It's my inaugural
manager meeting and deal, if it happens.

SEAN: Well I'm going to be honest with you. I'm happy that you happen to mention
this to me and that I had this deal coming. Because quite honestly it will all go
well. And we don't want you to stub your toe.

ALEX: I agree. I was hoping a good thing.

SEAN: So. Alright bro. I have made a request.

ALEX: Umm, I'm going to be leaving her in like a half hour.

SEAN: Don't worry I'm going to get them to see you tomorrow afternoon.

ALEX: All day tomorrow and tomorrow morning you and me will talk about HBK if you

want, in the morning, the deal.

SEAN: The truth is we don't like - did you read these market fees?

ALEX: Yeah, there's not much to talk about.

SEAN: Well you know what you want to see, okay -

ALEX: I want to see some stresses, but you know possibly but the deal well -

SEAN: In a credit report. You want to see what they're doing. And you know what you
could ask them. We had a portfolio and I sent you a market with this deal, I gave
the marketing piccc and portfolio, and what you should do is pick a BBB minus,
right, and you say could you tell me this write up and tell me about the deal. Do
you know what I mean?

ALEX: Okay.

Page 5 of 9
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SEAN:

ALEX:

SEAN:

ALEX:

SEAN:

ALEX:

SEAN:

ALEX-

SEAN:

ALEX:

Redacted by the
Permanent Subcommittee on Investigations

SEAN:

ALEX:

SEAN:

ALEX:

REDACTED TIIRU PAGE 9,

Bates No. MTSS000
9 2 8
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And then quite honestly, they could like talk a lot of shit with you and you
wouldn't know it but they won't do that. They'll start talking to you about what

stresses they run and everything else and then you would_ it and that's,

you know, this is a great way to get involved and honestly if you need me to help

you with Adam with it or whatever else I can do, for all the right reasons,
especially the fact that they like own the whole bottom and they've been doing it

for a very long time. It's a and that's a cool thing.

Okay.

Al right bro?

Alright cool.

I will, I will be calling you then tomorrow to tell you that I have this all arranged.

Great. So I should wear a very nice looking tie.

You're always fucking nice and neat dude.

Alright.

SEAN:
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FEBRUARY 6,2007

Call between Alex Craig, Sean Whelan, and David Borchard
regarding initial meeting with HBK

MTP 00012

flow arc you?

Good.

Redacted
by

Permanent Subcommittee
on Investigations

So I'm just going to go and say that I read your deal I think I read through
you.. .tell me about yourself I read through - I'm sure they must have read
through this "DeuLsche Bank: Managing the Manager's Suggested Questions."
Am I right?

Ask them anyway.

I think that their presentation is tailored to some of these questions. Soymjust
going to go through the whole thing and say what other questions should I be
asking and then let's look at one or two of the BBB-.

ATTORNEY WORK PRODUCT
CONFIDENTIAL.
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ALEX:
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ALEX:

SEAN:

ALEX:

SEAN:
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ALEX:
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SEAN: Ask them also in there - and I don't know if this is in our document or not. I
want you to Like look if they show you, ask them to just pull up the portfolio ofan
existing deal right?

ALEX: I have one.

SEAN: And say how do you do due diligence on this? What is your monthly tracking
system? Because honestly, you are going to see that technologically they are
going to access that bond, it's how they do their constant maintenance on the
market and the truth is Alex, also ask them because they are selling synthetics.
Talk to them about how they feel about tracking vintages to do synthetic trades
because what is going on up there is like HBK. They make enormous
technological investments and what they do is they're tracking the performance of
like every fucking bond out there. They are getting trustee reports. Ask them
how they are getting those updates. And they are loading them up so how do they
come up with lists that they want to do some BS on. That's how. You know what
I mean? They're actually surveilling pretty much the whole market All right
I'm fucking proud of you taking your step in the right direction. Talk to your boy.
Of course, he steers your wrong.

ALEX: We'll see.

SEAN: Now Dave Borchard.

ALEX: He's on the phone listening to this.

SEAN: Hey, Dave what do you want to get from me, dude? I'll get you everything.

DAVE: Yeah, just whatever . I didn't see this deal before so...

SEAN: Oh, you know why because I specifically sent it to him while we were having a
conversation. You get all my Bloombergs though right?

DAVE: Yeah.

SEAN: Okay, cool. Anytime in the future I will add you and by the way as we speak.
Dave you're listening in I don't know. I would never have anything unkind to say
about you. But it could fucking happen.

DAVE: The second you were going to say something nasty I would have reminded you.

SEAN: De borchard right?

DAVE: That's right.

SFAN: Okay, cool. I'll just anytime I email Alex anything. Are you going to this thing
too Dave?

2

MTSS000930
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- = Redacted by the Permanent
Subcommittee on Investigations

DAVE:

SEAN:

DAVE:

SEAN:

DAVE:

SEAN:

Okay, thanks.

Redacted By

Permanent Subcommittee on Investigations

'002000J406 Lu.asion 357752.1

MTSS000931

Yeah.

Good. And honestly I think this is like for both of you, you don't spend a lot of
time in credit and this is a - like HBK there are several guys that 1 would
recommend that you 'look at like deals from This was-like a layup. And it would
have been my #1 pick, and we're happy to be doing a deal for him. Of course,
don't tell Kevin Jenks that. He's the head portfolio manager. lie's a bit fucking
cocky but you know, other than that.

The headquarters would be located in Dallas right?

Yeah. These guys have always been in New York.

Okay.

They hired Jenks. He was like out in Oregon or some shit working for like a
money manager out there. And they probably brought him back, like I don't
know, maybe five years ago and the guy he has working for him Marco is a - you
know the guys are very smart guys. And I'm not sure, I think that a lot of the
technological fire power is down in Houston, because like in terms of all their
modeling and everything - they have some pretty sophisticated model - and like
Kevin doesn't build them now he works with them on them but you- know in
terms of forecasting like observing performance and forecasting losses and stuff
like that they actually are a sophisticated player. All right.

DAVE:

SEAN:

DAVE:
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Permanent Subcommittee on Investigations

Document originally produced in excel format; reformatted/margins
modified for readability and printing purposes by the Subcommittee.

Original document retained in the Subcommittee files.

Class A-1

644,000,000

L+ 0.35%

Aaa/AAA

#REF! #DIV/0! 7% 5% 43%

20 20 45 35 1

D'B C011130~ Instittion Cotc I__ ______ __6 _ Order___ _________ Floaing/ixe A10 o Comments

Sent info. CIFG might no longer be a sure thing for

Gemstone CDO 7. Sales coverage spoke to Jay Plastino
today - the feedback is that although their business side

wants to pursue ABS CDOs and Gemstone, they are in the

middle of a comprehensive portfolio overview / analysis
being driven by their Credit dept, and until that process is.

done, they don't want to push ahead. The credit overview
process could be done within 1-2 days or could take a few
weeks.. Will have an answer monday. will come back to

B. Rogers CIFG us at 4pm

Sent info. Bought last deal. 50 to 60 mm the idea - wd
need mid to high 20 s. 46.5% attachment.

M. Freilich ABN 50 75
e t m Lisbon. Meeting went well Sent mo. Keqeusted

R. Oswell Standard Charter 100 150 244 info on the deal.

T Stevens HBOS 
can take stuff unwrapped

R. Allard AIG

M. Kudena DZ Bank Sent info. Bought last deal

Nabeel ADIA 
Sent info. Bought last deal

S. Ma Bank of China Sent info. Bought last deal

Bank of America

Anupama B of A 
looking, Told then whsiper is 27 area

T. Freeland MBIA 
requested portfolio

M. Ccann IADB 25 looking

M. Freilich HSBC 
Sent info bought last deal. Not buying abs at the moment

DBSIPS100117568DBSI
CDO Group
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DB Conac Inshtutioi ~ Cotact Low Ighi 101 Orde P~ricing Floatig/Fixed~ Allocation Coiments~

Bought last deal. 75mm. Spoke to sales. Will send info.

Could be a prob. They only invest in short paper. tim
wilson had been looking at it, he is on vacation now.. .i wil

I check ...don't think he was too impressed by the fact that

we w

Heather Daur CSFB 
ould not put a bid on the old gemstone..just fyi..

would care at 20-21 not at 17dm. Jenks is ok with
20.OUT. Anthony and I just had a call with SwissRe

regarding HBK. Unfortunately, due to the subprime
market exposure, there is not attachment point or pricing

level that would work for them.

Sent info. UBS seems interested but they might have size

constraints - sales coverage mentioned their expected size

A. Palmer UBS 0 0 0 0 to be around $300m.

I just got off the phone with Sami. He said it's Jeff Hilton
in credit's call and it's on the'razors edge'. Sami has been

pushing him for an answer but Jeff says he needs more

time to think about it. It seems he's not comfortable with

the rating agency correlation assumptions (Sami told him

to use whatever he wants and run it himself) and he says
he wants more time to think about the interest rate risk

component some more. It sounds like we may not have a

definitive answer until Monday. I wish I had more positive

news. outr 2 much HBKexposure. cant get their arms

around ABS risk in market

P. Binks BGI 0 0 0 0

Sent info. Initial feedback from UBS Prop is that the

27.9% non-investment grade bucket, is much higher than

what they have looked at/bought. They are doing their

work on the deal, but even though a number of the BB's

are First Franklin, a fair amount of the BB's are '06
vintage, which is worrisome to them.

A. Jain UBS 1 0 0 1 0 1
AJain UBS0-.- 0 0- stopped buying CDOS for the moment. Will be back in

the 2nd quarter.t hey need to buy some more abs at the
moment

M. Raber NAB 0 0 0 0

DBSI
CDO Group
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iCt~ ~ ~ Cori~ uttto 01nat LUNw High [01 Pricing Foafing/Flxedl MAlhcatdonComelav.' ' '

Sent info. MBIA might be interested in Gemstone 7 -- i

had a prelim call with David Crowle. if meeting with

Jenks goes well at ASF, he said they might be in the CDO,
subject to the following:

- MBIA needs their strict control rights - in case of

manager termination for "cause", liquidation rights in case

of EOD and such... he is sending over a copy of an OM

from a recent HG deal (HARP) that they did.

- they might need coverage tests in the principal waterfall,
but this is a threshold issue
- they might push back on concentration limits and the

5% ABX bucket that Jenks wants

he gave some color on where they have been attaching in

mezz deals:
- sequential pay with coverage tests in intr and prin
waterfalls - low 30s
- sequential pay without coverage tests - low 40s

- prorata pay - high 40s MBIA is not a sure bet as of

now. in fact the vibe I got at ASF is that they are a

resonably long way from getting there on G7. OUT. 2
many BBS

B. Rogers MBIA 0 0 0

SAl 0 0 0 came in on Aas

Had a meeting in Lisbon. NY will work on this. Ilinca -
wlb ny shot down gemstone ...avoiding 2006 vintage

deals at this point due to very negative view on 2006

collateral.. .showed to brightwater too so will get color

there.. Kevin

K. Quinn West LB 0 0 0 0

Had a great meeting at ASF. They are still uncomfortable

with the '06 vintage collateral. They do like the manager

and would like to arrange a diligence to get their credit

risk people comfortable with HBK. They are passing on

Gemstone 7 but would like to see Gemstone 8, especially

if Gemstone 8 has a short bucket.

A. Palmer FGIC 0 0 0 0

DBSI
CDO Group
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DB Contact Insttution~ ~Contact Law High 101 Order Pricin > Fioaoing/ixed Allocation' Comrments r

considering ABS CDO SS. They probably won't get
there in the Ist quarter and are working on getting their

SP tsystems up to speed so that they can trade this

Alex Giannou Public Sector Pension 0 0 0 0
Out of market. No longer buying

-i0Sent ino. hard to get excited about managed ss with a

28% bb bucket given
the last several trades we've done.

T. Freeland MS Prin 0 0 0 0

R. Oswell New Bond Street 
OUT on this deal. Does not like BB exposure

J. Oesteich DZ Bank

DZ wont participate in the deal
- the investment team likes the deal and the manager

-their credit comittee is a bit cautious atm for BBB/BB

investments and did not want to make a fast decisioin

(they were aware of it for a long time but are German)

No feedback yet 1/22. spoke with them today and they are

not interested !! he said it is not something that he has

bought in the past and the longest WAL that he could buy

in any type of size would be 3yrs max..

their Enhanced Cash fund has been losing cash for past 45

days
and they are not buyers right now.. they very infrequently

buy
CDO's.. hopefully this changes but thats feedback-

A. Dacosta / P g Columbia Management 0 0 0 0

T. Qyagi 
All acccounts not buying mezz abs cdo

R.Os_____-Lodn_0 20 151_a_5 15 He spoke to account 4/12. Could look at the deal. Waiting

for feeddback. Will most likley be 20mm. They have

asked about oveerlap analysis on the deal Spoke to sales

4/24. They are still doing their work on the deal. Told

sales that we are looking to price friday. needs a priced

portfolio. FIRM.

.Chebli GIB 30 20 45 20 As good as firm on this tranche. Will be able to firm up by
Monday

J. Nathoo Vero Capital 
LOOKING.

D. Ludlow ML Bank 
OUT

DBSI_PS100117568DBSI
CDO Group
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DB Contact Institution P Contact', ,ow High I01 Order Pricing - FloatingFixed Allocation Comments . .

1. Nathoo Vertical

M. Freilich ABN

MFreeland abo0 0 Had a conference call with Rabo. Told trev we are
T. Freeland Rabo 0potemtially creating a junior AAA. Would also looked at

wrapped AAAs. Told them junior AAA level would be L+
45 area. Does not like amount of BBS in the portfolio

T. Freeland Princeton 
would consider junior aaas

M.Yencken ING Australia - 0OUT. >They invested in gemstone 4. This deal is to close
to the last one

Will take a look but already have a lot of exposure to
them. Prob no. does not like BB exposure and focused on

other things now. May look. Does not like the
performance of the previous deals

Do not have room in their cdo foir aaa's
G. Eagan Wharton 0 0

M. Mccann 
Asked if any accounts would have interes in this deal.
Waiting to hear back

B Stammer

M. George Fortis Bank 20 30 20 0 Would have interest. Waiting for analysis. Account has

analysis. Waiting for feedback. Sales does not think this

structure will be a problem for them. Told them 32 dm.

They would put this in a bamk portfolio. With ajunior
AAA still below them this could work. He will finish

work by friday. Could still care. They are going to

comitee next week for the deal. Will come back on Wed to

firm up. OUT. They need more subordination for a second

pay on this deal./ Prob 10% more for 20mm bonds

.OChebli GIB 25 25 at 39 They could more their order from the junior AAAs into

the class a-2 but need a spread of 39 on the class a-2

P. Martin Canadian conduits 
only have two non-S+P ratings based investors..one a

pension fund and the other an ins co.. neither is
comfortable with the underlying.. although relative to corp
underlying spreads with their attendant ratings

migration/default/recovery risks, the secutitized space

with nothing more than extension risk, is far more

attractively priced..

DBSI_PS100117568DBSI
CDO Group
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DB Contact Institution C ontact Low High, 101 Order I Puicing ,Floating/Fied Allocation Comments

J. McCormick Commerzbank 0 0 0 0They are more focused on trading the underlhying
. M i themselves

_ _ _ _ - 0 0 0 0 Account out of office this week. Waiting for feedback.

OUT on this deal. They did not invest in the last deal

either. Sales will follow up with them on the new

structure. They have been shown new structure. They still

will not come in on this deal

S. Ruhle DA Capital

Anupama Trainer

R. Creswell RBS 0 0 0 Do not like HBK. Spread to tight for them at 35ddm

Jamil KBC 
Out of the office this week

M. George BS 0 0 0 - 60%/ prob. Not looking for Class A-2 tranches. They are
looking for junior aaas spread 45-50

-40 50 0 0 at 40ish spread Looking at AAAs or A's. Put in for the Class A-3. His cost

of funding is at 30dm. They are looking at the class A-2

and trying to move credit approval from A-3 to A-2. OUT.

They care more on the Class A-3 because their RAROC

would be lower on the Class A-2.

Nope Bof A 0 0 0 @34-35 Woul.d care at 34-35. Told her 34/35 would not work and

would entertain 32ish. Showed new structure. Would look

at a 3 yeat+ average life Ist pay in low 30s dm. 2nd pay is

not going to work

D Ludlow ACA 0 They Would take unfunded at 9-11 and would need to get
a funder.. Told them that this would be low prob on the

HBK AAA's

R. Creswell RBC 0 Not a buyer of mezz

M. Freilich Cheyne 0 Not buying mezz abs cdo

Not buying mezz abs cdo

M. Freilich Gordian 0

D. Ludlow Stanfield-0-that 
they have been avoiding Mezz deals all year if they

would look they would play in a deal that has super senior

and mezz AAA(they buy super senior). The talk of 30 was

also to tight for them. lest 35 on the super senior piece.

OUT. They saw the A-2 structure and can not invest

_ _ _ _-cou0 0 0 showing out 4/10. Start traded at 43dm. Accounts do not

WYip Canadian conduits like the amount of BBs in the portfolio

S l 1 -

DBSI_PS100117568DBSI
CDO Group
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DB Contact Institution , Contact Low High I Order FlPricing Floating/Fixed Allocation Comments

H. Jaggi AIG

C. Lithander Danske Supermarket 0 0Dansk Supermarked is allready full on line, they hold 10%
of portfolio with HBK as manager and cannot take more.

C. Lithander OKO Bank

T. Freeland 
Has an account that wants a wrap.

T Freeland Rabo 0 Had a conference call with Rabo. Told trev we are
potemtially creating a junior AAA. Would also looked at

wrapped AAAs. Told them junior AAA level would be L+

45 area. Does not like the amount of BBs in the portfolio.

Can not use CIFG as a funder.

T. Freeland MBtA0 0 Does not like the mezz rmbs market. They are looking at
start deal and prefer that. They do not like the portfolio of

the HBK deal

M. George 1KB 0 0 0 They are looking at the portfolio. Trying to schedule a
meeting with jenks and IKB. Does not want to take the

BB risk in the deal

M Freilich HSBC 0 0 Looking. They need 20% subordination on the deal. OUT.
Concerned about asset class

R. Oswell Citi 0 0 Only looking at CLOs. They buy ABS deals on their own.
They do not want to pay for a manager to do what they

can already do

R Allard Ambac they won't be at 6 bps (probably not even 8 bps). They are
currently looking at CLO squared deals where they are
netting 20bps so unfortunately Ambac are not an option

R. Allard CIFG 
Waiting for feedback. Would look at this deal if the
synthetic bucket is 20% and the subordination is 45-50%

R. Allard FSA 
FSA are struggling to get there on the modelling for these

deals, fyi they struggled with collateral on START which

was Baa2 so it is highly unlikely they could get anywhere

close on this trade given the collateral quality. They have
recently updated me t

R. Allard Radian 
do not have the asset class approved yet.

R. Allard Assured 
Assured do not look at ABS deal period.

R. Allard MBIA monoline 0 0 0 No. structure to aggressive for them

Total

DBSI
CDO Group
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Class A-2

159,000,000

L+ 0.47% area

Aaa/AAA

64% 119% 124% 100% 100%

102 190 197 159 159.11

Order Pricing Floating/Fixed' Alocation Comments .

DB CoutacU Institution' I(~otc Lo f
4 igh, 10 __ _____________ _____ ________________________

Had a call with account. Looking. Did not request analysis on the

deal. Know the manager well. Had a call with ludlow. Conveyed

they would get only 1/2 tranche. 15mm is what it is .. Account ok

D. Ludlow NIB 30 40 30 30 at 46 30 100.00% with that allocation. FILLED FOR 30MM AT 47DNM

Put in an order. They want at least 1/2. bit would buy at 45. told

them we will give them min 30min. FILLED AT 47DM FOR

M. George IKB 30 70 87 87 at 46 87 100.00% 87DM
ioi. Had a meeting with HBK 2fl. Meeting went very we. u m

an 101 after that. FIRM. No analysis needed. FILLED FOR 42 AT

S. Whelan M&T Bank 42 80 80 42 45 AREA 42 100.00% 47. gave allocation already

Out of market. No longer buying
M. Freilich CQS 0 0

D. Ludlow Sailfish 20 IOI .. 45 and 50dm care. Out. They want wider

DBSI
CDO Group
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Class B

96,900,000

L+0.68%

Aa2/AA

77% 121% 100% 67% 100%

75 I 7 ~ t596.9

D stitio ontact101. Order Pricing Floating/Fixed .Allocation Comments,

Had a meeting with account 2///. Meeting went well. PU I in an 1(.51 right

S. Whelan M&T 40 40 40 40 AT TALK 40 after that. Firm at 68

Sent materials. Invested in last deal. Call scheduled with the manager.

Looking at junior AAAs would care wider. Told them was coming at

D. Ludlow NIB 5 10 5 5 at 60 5 68dm. Only want 5.

Sent materials. Invested in last deal. Looking. Requested sources and uses

on the deal. Wants 2045 maturity then will come into the deal. We can

change the maturity to 2045. TOLD THEM 68DM ON AAS AND 275

S Whelan Wachovia 10 10 20 20 at 68 area 20 ON A'S

HBK 31.9

Spoke to sales 2/20.. Waiting to hear back. Wil let know us know in am..

WILL COME BACK TODAY TO FIRM UP. TOLD THEM THEY

WERE COMING AT 68DM. Will know tomorrow. High prob given call

with manager they will come in. Have been chasig sales. Have not heard

Nabeel IB 10 15 10 at 65 back from th

Sent materials. Invested in last deal. NIR is doing the initial work on the

HBK deal. He might have
some questions that he'd want to chat with Kevin about

(collateral oriented). He'll probably ask for that shortly.
If they approve the deal, his interest is in the 15mm area for

the class B (Aa2). He'd actually prefer a Aa3 class if it gets

restructured.
Accont is back from the travelling. They are going to focus on this deal

now. Focused elsewhere this week/ Not focused on Gemstone. Told them

L. Pike NIR 15 0 0 wehave 15mmAAs

DBSI
CDO Group
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DB Contact inlitution Contact -Low High 10I Order, Pricig Floatin ed A tion Comments .

Sent materials. Invested in last deal. Wharton (Phil Todd) HBK initial

feedback with work continuing:
"not fantastic" as regards to his delinquency score vs. the

Countrywide "Alpha Mezz" deal also in the market at this time however,
he likes HBK as a manager and intends to continue to review the deal.

His initial scoring consists of loading delinquency data and comparing it

to his expected loss curves.
His system ranks lowest scores as better to higher and the HBK deal has a

1.52 score vs. the Countrywide deal having a 1.19
score. Still, this relative under performance is not a knock out and he

continues to do his work. OUT. They do not like the collateral. looking

again. Doing the work 2/14. NOT GOING TO GET WORK DONT
TODAY.. NEEDS MORE TIME. They will come back to us on monday.

OUT. they are having issues with their cdo. out. NEEDS a payment date

in may because of their first pay on their deal

J. Dineen Wharton 0 12 12

Sent materials. Invested in last deal. Wharton (Phil Todd) HBK initial

feedback with work continuing:
"not fantastic" as regards to his delinquency score vs. the

Countrywide "Alpha Mezz" deal also in the market at this time however,
he likes HBK as a manager and intends to continue to review the deal.

His initial scoring consists of loading delinquency data and comparing it

to his expected loss curves.
His system ranks lowest scores as better to higher and the HBK deal has a

1.52 score vs. the Countrywide deal having a 1.19
score. Still, this relative under performance is not a knock out and he

continues to do his work. OUT. They do not like the collateral. looking

again. Doing the work 2/14. NOT GOING TO GET WORK DONT
TODAY.. NEEDS MORE TIME. They will come back to us on monday.

OUT, they are having issues with their cdo. out. NEEDS a payment date

in may because of their first pay on their deal. OUT. dont like the big

discount on the equity

R. Creswell RBS 0 0 0 0

R. Creswell Cheyne Ilooking at A's now

H. Jaggi Koch 10 15 10 at60 told them deal is coming at 60dm. And AAAs at 28 area. No feedback

-M. -eore - - -WOULD CARE ONN THE As
M. George BSAM

DBSI
CDO Group
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B ontact Institution Contact Low MHigh 101 Order Pricing Floating/Fixed Allocation Comments,
- ent materials. Invested in last deal. UU 1. They have been buying deals

E. Santini CSAM 0 0 0 wider and. don't have that much money to spend

C. Delcol MFS 0 0 0 0 They don't like BBS in the portfolio

M George 1KB 10 10 10 at 55 Sent materials. Invested in last deal. Wants only junior AAAs OUT

T Freeland RABO 0 0 0 0 Sent portfolio. OUT. Too many BBs

bent materials. invested in last deal. willlokateda nxwe.UU.

Dneen Chotn 0 0 0 0 28% below IG
J. Dineen Chotin 0 0 0-0 ramping up a high grade cdo. vB said not to a deal lor them, they will

not look at this deal
p. Downes Highland 0 0 0 0nolokathsdl

Met H1HK at ASP. Waiting lor leeback. Would have needed more time to

do analysis on the deal
R. Creswell Prytania 0 0 0 0doalyionteel

Rent into. lought gemstone 2. UU 1. they don't have AA money to put to

work
R Creswell Cairn 0 0 0 0

SMa SLAM 0 0 0 0 Sent materials. Invested in last deal. Account not ramping

Sent into. Had a meeting in Vegas. Waiting tor teeback. OU t. hey have

C. Newl Allstate 0 0 0 0 12 many deals in front of them at the moment

J, Longstaf B&B 0 0 0 0 Sent materials

R. Rode Dynamic 0 0 0 0

Nupe Blackrock 0 0 0 0 Sent info. They don't like the portfolio that much

Nupe lackrck 0 0 0invested in other HUK deals in the past. Sent into. they don't like amount

R. Oswell HVB 0 0 0 0 of BBs in the pool
the issue is that new cash deals are competing with 05/06 synthetics. this
week they traded away 15+m in Cairn, Pinem, and Carrington - all CDS

J. Longstaff B&B 0 0 0 0 (we weren't the covers).

Gemstone and RWT... even tho Andy like the manager, it doesnt
look like they are going to be comfortable with the amount of

BB exposure in there. obviously with the FORE and DELINQ #s

being printed they are fairly gunshy here.

M. Braund Redwood Trust 0 0 0 0

W. Yip Elliot 0 0 0 0 Could have small interest in Aas. Would be a backbid

S. Whelan Petra Capital 0 0 0 0 Sent materials. Invested in last deal. NO feedback

Sent materials. Would look at the AAAs
S. Friede Security Benefit 0 0 0 0

M. Yenncken ING AUS 0 0 0 0 OUT on this deal. They don't have time to analyze

Pass due to high BB bucket
D. Ludlow ML Bank 0 0 0 0

J. Denning JTCW 0 0 0 0 Sent info. Bought gemstone 2. put in for BBBS

DBSI
CDO Group
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DB Contact Institution Contact ,Low High, 101 Order Pricing Floating/Fixed Allocation Comments
would be at 6Udm. Lould prob get them to meet us 1/ way., UU1 on the
deal. They don't like the collateral

J. Reardon Saillish 15 0 0

E. Pichardo Terwin 0 0 0 0 BB is too high for them. Seeing deals with similar spreads and better warf

J. Nathoo Etrade 0 0 0 0 Concerned about the BB bucket

J. Nathoo Delaware 0 0 0 0 lConcerned about the BB bucket

Sent info. Pass. Too many BBs in the portfolio
KHiggins Seneca 0 0 0 0

Does not like BBs in potfolio
H. Jaggi UBS

G. Downey Vanderbilt 
Does not like BBs in portfolio

Legal limit is 8/2045. Weary of the BB bicket. Wil continute to do work

on the deal. unfortunately even without their final collateral runs, the deal

has not passed credit..they aren't fans of the BB bucket and the barbell

nature of some of the collateral makes them uncomfortable. We won't

need the confi and they will not need their runs.

J. Reardon Solent 0 0 0 0

D. Ludlow Aca 0 0 0 0Sent materials. Invested in last deal. Loooking at A's and BBBs.

Total
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Class C

68,300,000

L+2.25%

A2/A

54% 68% 59% 44% 100%

3.7 46.5 41) J() 683 -

D. Ludlow ACA 10 10 10 10 9703% 10 285 at a discount firm

Sent materials. Invested in last deal. Looking. Requested

sources and uses on the deal. Wants 2045 maturity then will
come into the deal. TOLD THEM 275. WAITING TO FIRM

20 UP. 285 firm at a discont dollar
S Whelan Wachovia 20 20 20 20 97.03%

HBK 38.3
Hcant give an order today. They want mmAasor 1mmA's.

cant get back to us today. Tomorrow 2/22. Have not heard

back from them yet
Nabeel GB \10 10

requested analysis .. Looking
R.- Creswell Ceyne i_____

looking for As at 200 area. They are in the process of getting
the confi signed. Really not too keen to sign confi. Knows of 3

deals at priced at 300-325. told them to proceed with their

work.Still no signed confi... But i have her doing the work on

the
portfolio, so we dont continue to lose time... I have a call

into her already this morning to figure out where she stands

and to make sure she knows T Ill is out there. out, they dont

G. Kane Fisher Francis 6.5 at 300-325

Will hear back on Monday from account. Migh care at 340dm.

Has been shown another deal. As at 450. Told her cant do 450.

S. Ma DBS 20 .Would they look at 4007 Working on it at 400

a U10 
will maybe care at 400. Out. They are seeing deals wider

concered about BBs. Will hear back Monday. Sibmitted it to

S. Ma Woori 20 1 0 0 1 head of investment today and rejected because of BB bucket

DBSI
CDO Group

DBSIPS100117568
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DB CContct IRS Low Hig 'Order Pricing floatinglled Allocation
- - .zoncern about vintage. UU 1.- 31 $4 subprime I3aa3 o oe

does not believe A's can hold its rating

S.Friede Cuna 5 10 0 0 0
OUT. 2 much exposure to 4BK

P Brownsey I NZ2 2 0 0 attalk don't like size of clo bucket
P Brownsey ey vm einterestn A.entino. nveste in st ea.

Looking at BBBS. OUT. Warehouse blocked. Gave 2 part

reason. UBS synthetic axe to sell BBB paper gemstone 6 750

RRode IVY 4 7.5 4 0 0 synthetically

bought C3ASS deal Showing this deal to them. COULD G

THEM TO 340 manager will not sell the As wider than print.

M. George BSAM 36.3 0 0 at 350 dm OUT. Index is collapsing
Sent portfolio and intormation dI1. UU . lhey do not like

the portfolio
C. Delcol Cambridge 0 0 0 t ontAo.io

J. Dineen Wharton 12 12 0 0 OUT on As. Would only want Aas

E. Santini CSAM 10 0 0 0 OUT. Going to work on deal synthetically. Wider spreads

Sent book. Invested in last deal. Requested analysis on the

deal.Will def like the deal .We have decided not to invest in

this transact
the following:High exposure to lower tiered originators: Fre

Beach (7%), we also do not like fixed exposure in mezz cdo

Finally, we do not like the Q3/4 06 production, which is about

25% in this pool, with about 8% in the BB bucket. Also,

almost
5% is BB Fremont and some other like AMSI 05 has

substantial DQs

M Zuurmond Faxtor 12 0 0 0
-might care. Requested strats on tihe deai. OUt. BBi bucket t00

big

L Pike Harding 0 0 0
- -- - - -ooki=. ey will come back tornorrow 2714. QU 1. BBt

C. Keller Omnicron 8 0 0 bucket is 2 high

. l eri OLM 8 0 0 -
Not ramping up a cdo at the moment

sent into. invested in last deal. Not buying UV~s at the

L Minkus Lowes 0 0 0 0.

W. Yip Paramax 0 0 0 Sent info. OUT. They are buying deals synthetically

-- -- - hen int0. Invested in as deal. Ou. tey do notwant P

C Newell Smith Breeden 0 0 
exposure

C. N ewell S mh r edn0 0 0 ent info. O U T .D oes not like collateral

G Eagan Wharton 0 0 0 0

DBSI
CDO Group

DBSlPS100 117568
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DBSIPSIO0117568

DB Contact Institution Contact Low High 101 ,Order :Pricing Floating/Fixed Allocation Comments

ln OUT. Only buying synthetics
S. Whelan GSC 0 0 0 0

M. George IKB 0 0 0 0 interested. OUT. Wants junior AAAs

M.George IKB0 0 0 0 - - UUI. I hey think spread is too low given where synthetics are

J Dineen Maxim 0 0 0 1 0 trading. Would be in 200 handle

J. Dineen Maxim-0-0u I 0. they think spread is too low given where synthetics are

J. Dineen JPIM 0 0 0 0 trading. Would be in 200 handle

Total

DBSI
CDO Group
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Class D

55,100,000

L+4.75% AREA

Baa2/BBB

53% 128% 34% 34% 0%

2() 70.5 19 I'9(

BCor 2it W~....,-1 C0______________,Ihi

- ~~"- "It--

Sent book. Invested in last deal.not sure how much appetite she has

for his deal. Jenks called account. They are looking. To do 15 want

a discount. Would take 10mm at 500. Will offer 25 bps concession

from manager on 15mm. WILL SELL AT 550. Need to give them a

P. Binks icommerzbank 15 15 15 15 at 550 15 550 discount dollar price
P. -5Sent book. Invested in last deal. they will look and possibly

participate 1/22. Account has all they need at the moment. Would

J. Denning TCW 4 4 4 4 at TALK 4 be in Dutch Hill CDO

HBK 36.1

requested information. Account would like to set up a call with

M W."tillch 1vmanager. Told them DB owns 5mm BBBS and 10mm Aas

- -will hear back on Monday
S* -, Ma 10 20

Sent book. Invested in last deal
M George Marathon

sent info. No feedback. She said BBB also on a call

Will look

R, Creswell Prytania m - ramping a mezz abs cdo. No teedback. Requested sources and uses

R. Parekh DB Zwirn 
and portfolio

Met in Lisbon. Really impressed with Jenks. Would take max 2

months. Would like DB to hold these bonds for them. They want to

do their best to get approval for ABS. Would maybe buy in the

secondary. Out. They do not have approval for ABS and do not

Francisco Diaz La Caixa 10 20 0 0 want to spend the time for this analysis

P. Brownsy ING NZ 3 4 4 0 Sent book. Invested in last deal. OUT. Wil prob come in for Aas

P. Brownsey - 3 4 4 - - - will look. I hey needupdated runs. Meed curent line items on the

portfolio. Out. Their warehouse said

-.Rd-V 4 7.5 0 0 - -- Axed to buy protection on deals in the secondary. Not necessarily

A, lain UBs 
hbk deals but all deals

-, Jan-UB

DBSI
CDO Group

DBSIPS100117568
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DB Contnct nlstitution ' Contact Low High IOI Order Pricing, Floating/Flxed Allocation Comments ' .,

Looking. They will come back tomorrow 2/14. Sttill looking at the
deal. Will not be able to get back to us until 2/20. out. Don't like
collateral

C. Keller Uniqua 5 0 0
ent book. Invested in last deal. Requested information. Redoing

their systems. Will know in a day or 2. OUT. They do not like the

A. Maldonado CDC IXIS 0 0 0 0 portfolio. It was not 5 or 6 names .

Sent book. Invested in last deal. Requested analysis on the dealWill

def like the deal . We have decided not to invest in this transact
the following:High exposure to lower tiered originators: Fre

Beach (7%), we also do not like fixed exposure in mezz edo
Finally, we do not like the Q3/4 06 production, which is about

25% in this pool, with about 8% in the BB bucket. Also, almost

5% is BB Fremont and some other like AMSI 05 has substantial
DQs

M. Zuurmond Faxtor
Had a call with manager. Call went well. Looking at BUB1s and

Nabeel Samba 0 0 0 0 BBs. Thinks it is low prob they are coming in.

Sent information on deal.OUT. 2 many BBs in the portfolio
iDuffyi Fortis 0 0 0 0

Looking. I hey will come back tomorrow 2/14. BB bucket is too

C. Keller Omnicron 0 0 0 0 high

C. Newell Peleton 0 0 0 0 lookig for information on gemstone 2. They want to short the deal

Sent book. Invested in last deal. OUT. They want to see where the

R. Ceswel 1CM 0 0 0market goes. Not worth getting involved in market movemet
R. Creswell CPM 0 0 0 0

l ough to get their focus. I here is only one perso~ntat is runnmng

K. Gitelson Cohen 0 0 0 0

Has mnterest. I rymng to set up a meetmng with this account. Ivire of

P. Brownsey QIC 10 0 0an equity account

sent info. No feedback. LOOKING AT DEAL. They are hying to
price their deal and waiting to see where things settle down. Bought

G. Seeger Putnam 0 0 0 0 gemstone deal for their last prior deal

Nabeel GIB 0 0 0 0

Andre Frankfurt trust 0 0 0 0 account resigned

DBSI
CDO Group

DBSIPS100117568
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DBSIPS100117568

-ow Hig -O -~der -'rc l

Db Contact Institution Contact Low i 10I Order Pricing Floating/Fixed Allocation Comieals ,

...... ___ - - - subject to credit and talk. Mentioned they are seeing deals at 2tJ

D. Ludlw AA 5 0 at400and 400 (camber). Denied by warehouse
D. Ludlow ACA 5 5 0 0 at 400

ent book nvested in last deal. Might be out of the deal. Like

static deals. Would likely invest if we make deal 2 yr reinvestment.

H. Jaggi Halcyon 10 15 0 as a lot of gemstone paper.

S Beck Graham Capital 0 0 0

they very much liked HBK, and were wowed by the technical
abilities of Halcyon. They are probablly still a little too negative on
Home Eq to take BBBs which is the only place they can invest at

present. They are trying to establish an ofT baincc sheet CP conduit
whereby the can invest in senior debt in which case they would

J. McCormick IST 0 0 0 0 definitely buy HBK and Halcyon.
Sent book. Invested in last deal. Would know today or tomorrow on
the deal. OUT. Does not like HEAT and long beach beach

Ca Newell Smbli Breeden 
H y 0 exposure. DB needs to set up a acall.

C Walter State Street 0 0 0 0 Does not like jenks

pont invest, they think U collarteral is dodgy. Sent book.

M. Frellch Wincap 0 0 0 0LOOKING TO BUY OLDER DEALS

Total

DBSI
CDO Group
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Jamiel Akhtar <jakhtar@hbk.com>
Sent: Thursday, October 5, 2006 2:42 PM (GMT)
To: Jon Mosle <JMosle@hbk.com>; MD <MD@hbk.com>

Subject: RE: Investment manager slots

We gave the underwriting mandate for Gemstone VII to DB. Including this deal, the score is DB 5, Lehman 3. Given our
current view of DB as a counterparty (go to the counterparty relations sharepoint site (http://team/MC/CR/default.aspx) if
you don't know the details), I wasn't thrilled about giving them the mandate. However, given the unusual requirement of
transferring our bonds off of our balance sheet onto the underwriter's balance sheet prior to their transfer to the
warehouse facility that our accounts have imposed upon us, DB is our best bet for good execution. As a condition for
receiving the underwriting mandate, Kevin and I insisted that DB buy from us the $13.1 mm of BB rated CDO liabilities
HBK retained on its own books from Gemstone IV and V. This was a fairly sharp-elbowed tactic on our part, as the BB
bonds are the worst part of the capital structure, but I feel like we should be sharp-elbowed with DB right now.

From: Jon Mosle

Sent: Friday, September 29, 2006 8:42 AM

To: MD

Subject: FW: Investment manager slots

Approved unanimously (except Baker)

From: Jon Mosle

Sent: Thursday, September 28, 2006 1:26 PM

To: MD

Subject: FW: Investment manager slots

Please use voting buttons. If you want to discuss (which we could do at the next MC meeting or earlier), vote "no" and let
me know that's what you want. So far, Jamiel, Kevin and Larry have approved.

From: Jamiel Akhtar

Sent: Tuesday, September 26, 2006 2:39 PM

To: Investment Committee

Cc: Jon Mosle

Subject: Investment manager slots

We have 14 investment manager slots. We are currently using three for our feeders (one of which frees up when the
Offshope BP feeder is done away with) and seven for our existino CDOs. That leaves four current open slots, with one
more opening up on Jan 1 2008 R -, * ' N.D-hasnta eould
like to have access to two slots forR - ' " I jI . That
leaves two spots open. Based on the performance of our first two CDOs, I would expect to call them in Dec '07 and May
'08 respectively. The slots free back up one year after they are called. Although the other deals are performing well, it's
too early to estimate call dates for them.

Today - 4 open slots
1/01/08 - 1 more slot frees up on 1 yr anniversary of Redacted - Non-Responsive

12/01/08 - 1 more slot frees up on 1 yr anniversary of likely call of Gemstone I
5/01/09 - 1 more slot frees up on 1 yr anniversary of likely call of Sandstone I

We have enough good collateral to open a warehouse facility for our 8th CDO. My question to the IC is may I have one
of the four remaining slots, or do you think we are better served by having at least four open slots for other deals,
new funds, etc?

Confidential Treatment Requested

From:

GEM7-00006353
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Michael
Lamont/NewYork/DBNA/DeuBa@DBAMERICAS

02/08/2007 10:14 AM

ToAbhayad
Kamat/NewYork/DBNA/DeuBa@DBAmericas

ccllinca R
Bogza/NewYork/DBNA/DeuBa,DBAmericas

bec
SubjectRe: gemstone 4 and 5 BBs

no problem, that is part of the risk we took when we were awarded the mandate

and we are still making a nice all in fee

below is it $1.55 mm of loss in excess of our current mark or from where we bought it from

Kevin?

regardless we need to sell it now while we still can

Abhayad
Kamat/NewYork/DBNA/DeuBa

02/08/2007 10:09

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAILO404521P
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Ilinca R Bogza/NewYork/DBNA/DeuBa@DBNA, Michael

Lamont/NewYork/DBNA/DeuBa@DBAmericas

cc

Subject

Re: gemstone 4 and 5 BBs(Document link: Michael

Lamont)

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAU,0404522(
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if we sell it at 1000, we will take a loss of -$1.55m from where we bought it from Jenks --

Ilinca said we are already marking it at 1000...

Gemstone 7 fees are at $7m (slightly over) -- i guess we are doing a deal for him for 50bps...

Confidential Treatment Requested by Deutsche Bank DBSIPSIEMAIL0404522*
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Abhayad
Kamat/NewYork/DBNA/DeuBa

02/08/2007 10:06

Michael
Lamont

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAII-0404522:
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Ilinca R

Bogza/NewYork/DBNA/DeuBa@DBNA@DEUBAINT

Subject

gemstone 4 and 5

BBs

DBSIPSIEMAIL0404522:Confidential Treatment Requested by Deutsche Bank
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jenks not interested. told him that we will try to blow it out within next few days -- he is

ok with that as long as it is not blasted out to everyone so as not to affect his current deal

in the market.

Abhayad Kamat
Global CDO Group

Deutsche Bank Securities Inc.

60 Wall Street, 19th Floor,

New York, NY 10005-2858

(212) 250-0526 work
(917) cell
(732) 578-2890 fax

I- = Redacted by the Permanent
Subcommittee on investigations

DBSIPSIEMAILO4045221Confidential Treatment Requested by Deutsche Bank
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"Kevin Jenks"
<kjenks@hbk.com>

ToAbhayad Kamat/NewYork/DBNA/DeuBa@DBAmericas

bec
02/27/2007 10:32 AM SubjectRE: Gemstone 4/5 BBs

We are also trying to reduce exposure, I don't understand why I should

take those bonds for your promise just to do the job you were hired to.

Especially when I will lose money on those bonds as well. I will only

give levels on the bb's when we are out of the other risk

----- Original Message-----
From: Abhayad Kamat
Sent: Tuesday, February 27, 2007 9:59 AM
To: Kevin Jenks
Subject: RE: Gemstone 4/5 BBs

Kevin,
that doesn't work for us... we are trying to reduce our exposure right

now given internal very senior mgmt review of our business... pls call

when you get a chance.. i tried but got voicemail.

as we have done in the past, we will continue to work on the gemstone 7

unsold tranches and get those done... might take 1-2 months...

"Kevin Jenks" <kjenks@hbk.com>

02/27/2007 09:41 Am
To

Abhayad Kamat/NewYork/DBNA/DeuBa@DBAmericas

cc

Subject

RE: Gemstone 4/5 BBs

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
CONFIDENTIAL - PRODUCED TO M&T PURSUANT Report Footnote #1445 DBSI 00421609

DBPSI_00421609
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We would like to wait until we sell the rest of our deal.
want to take them down on swap

----- Original Message-----
From: Abhayad Kamat
Sent: Tuesday, February 27, 2007 9:37 AM
To: Kevin Jenks
Subject: Gemstone 4/5 BBs

did you finish this analysis?

Abhayad Kamat
Global CDO Group
Deutsche Bank Securities Inc.
60 Wall Street, 19th Floor,
New York, NY 10005-2858
(212) 250-0526 work
(917) cell
(732) 578-2890 fax

Unless you

This e-mail may contain confidential and/or privileged information. If
you are not the intended recipient (or have received this e-mail in
error) please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

This e-mail may contain confidential and/or privileged information. If
you are not the intended recipient (or have received this e-mail in
error) please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

CONFIDENTIAL - PRODUCED TO M&T PURSUANT TO PROTECTIVE ORDER DBSI 00421610

DBPSI_00421610

I-= Redacted by the Permanent
Subcommittee on Investigations
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From: Michael Lamont

Sent: Tuesday, January 9, 2007 05:00:49 PM

To: Kevin Jenks

Subject: Re: Hello

they were great, hope yours were as well

we are focused on this as well. we dont have a deal in the market and you
will be first.

"Kevin Jenks" <kjenks@hbk.com>
01/09/2007 04:56 PM

To
Michael Lamont/NewYork/DBNA/DeuBa@DBAmericas
cc

Subject
Hello

With this market this way and probably going to get worse we would like
really move on the cdo. Please allocate the resources to expedite this.
Thanks. Hope your holidays were well.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.

Confidential Treatment Requested GEM7-00002156

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1446
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Jordan
Milman/NewYorkIDBNA/DeuBa@DBAMERICAS

02/09/2007 03:00 PM

To"Ashley Bonilla"
<ABonilla@hbk.com>@DEUBAINT

ccAbhayad
Kamat/NewYork/DBNA/DeuBa@DBAmericas,
Chehao
LulNewYork/DBNAIDeuBa@DBAmericas, Greg
Lippmann/NewYork/DBNA/DeuBa@DBAmericas,
Lucy Fagan/db/dbcom@DBAmericas, Mike
Li/db/dbcom@DBAmericas, Sourav
Sen/NewYork/DBNAIDeuBa@DBAmericas

bec
SubjectRE: Warehouse Approval request

"Ashley Bonfla" <ABonIlla@hbk.com

02/09/2007 02:54 PM

Jordan Milrrn/NewYorkIDBNA/DeuBa@DBAmercas, Abhayad
Kamat/NewYorklDBNAIDeuBa@DBAmericas, Sourav

To Sen/NewYorWDBNAIDeuBa@DBAmericas, Chehao LulNewYorklDBNA/DeuBa@DBAmericas,
Lucy Fagan/ibldbicom@DBAmericas, Sourav Sen/NewYork/DBNAIDeuBa@DBAmericas, Mike

Uidbidboom@DBAmericas, Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas

cc
Subject RE: Warehouse Approval request

Was this approved for Gem 7?

Ashley Bonilla
HBK Capital Management

ABonille@HBK.com 214-758-6462

From: Jason Lowry

Sent: Wednesday, February 07, 2007 3:09 PM

To: Jordan Milman; Abhayad Kamat; Sourav Sen; Chehao Lu; 'lucy.fagan@db.com'; Souray Sen; Fixedlncome; 'Mike.U@db.com; Rachel Wish; ABS; Greg Uppmann

Subject: Warehouse Approval request

Can you approve 12.5mm of GSAMP 07-NC1 B1 at $80 (875 spread) done with GS for 2/20/2007 settle? Rated Bal/BB+

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis

CONFIDENTIAL - PRODUCED TO M&T PURSUA Report Footnote #1448 DBSI_00845552

DBPSI_00845552
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GREGLIP@bloomberg.net Tomichael.lamont@,db.com
cc

02/07/2007 06:51 PM bc
SubjectRe: New Century Call, Check out the news out NEW Equity CN

=====Begin Message=====
Message#: 22689
Message Sent: 02/07/2007 18:51:44
From: GREGLIP@bloomberg.netIGREG LIPPMANNIDEUTSCHE BANK SECURI117261328663

To: michael.lamont@db.coml I I I
Subject: Re: New Century Call, Check out the news out NEW Equity CN

should be careful which cdos u do that if they are not composed of comparable
assets to your also i really ques tion your ability to mark / monetize that
short when u need it but guess if u r short some cdos and have to retain
others...
------ Original Message -----
From: Michael Lamont <michael.lamont@db.com>
At: 2/07 18:50:03

equity ok I think given how we are positioned, more worried if the
debtholders start .to care
good question on the mezz short. maybe we can do it w/ finkel
probably we end up buying protection on some clean single names I guess

"GREG LIPPMANN, DEUTSCHE BANK SECURI" <greglip@bloomberg.net>
Sent by: greglip@bloomberg.net
02/07/2007 06:47 PM

To
Michael Lamont/NewYork/DBNA/DeuBa@DBAmericas
cc

Subject
Re: New Century Call, Check out the news out NEW Equity CN

the equity will get naved it has happened before.. .who r u goi ng to short

the
mezz cdo tranches too..we r not a buyer..
----- Original Message -----
From: Michael Lamont <michael.lamont@db.com>
At: 2/07 18:06:57

yes the question is whether we are NAV'd on the debt, which will be not so

good
otherwise I think we are ok
lets talk about what to short in addition to what we already have tomorrow

we may want to try some mezz cdo tranches

Confidential Treatment Requested by DBSI DBSI-PSI-EMAILO2366193
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"GREG LIPPMANN, DEUTSCHE BANK SECURI" <greglip@bloomberg.net>
Sent by: greglip@bloomberg.net
02/07/2007 06:02 PM

To
Michael Lamont/NewYork/DBNA/DeuBa@DBAmericas
cc

Subject
Re: New Century Call, Check out the news out NEW Equity CN

GOOD I WAS CALLING ABOUT WHAREHOUSE MARKS AND DISTRIBUTION RISK B/C

HEARING
RUMORS ABOUT OTHER DEALERS HAVING BIG TROUBLE PLACING THIS STUFF AND AS WE

HAVE
DISCUSSED U COULD GET NAVed AT ANY TIME...if anything incresasing the,

shorts
ight make sense..
----- Original Message -----
From: Michael Lamont <michael.lamont@db.com>
At: 2/07 18:01:31

yikes. I think we will stay short a while

they guys are still working out the warehouse marks but it appears we are

down about 35mm-40mm on our synthetic ABS bonds across deals + Dutch Hill

( so doesnt include WAMCO cash bonds, Brock CDOs, Dynamic long CDOs(equity
sold though in Dynamic)
but of the 35-40mm 16mm is HBK, 12mm is Carina where Magnetar owns the

equity, and we havent marked our SS hedge yet

so I think we are in reasonable shape.
all the deals besides Brock, Gemstone and arguably WAMCO just arent ramped

that much
full #s end of week
will be then automated weekly going forward

"GREG LIPPMANN, DEUTSCHE BANK SECURI" <greglip@bloomberg.net>

Sent by: greglip@bloomberg.net
02/07/2007 05:53 PM

To
Michael Lamont/NewYork/DBNA/DeuBa@DBAmericas
cc

Subject
New Century Call, Check out the news out NEW Equity CN

The company will host a listen-only conference call today at 3:00 p.m. PST

to
review this announcement. To listen to the call, dial (800) 573-4840 or

Confidential Treatment Requested by DBSI DBSI-PSI-EMAIL02366194
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(617)
224-4326 and use passcode 20268145. A replay of the call will be available

from
8:00 p.m. PST today through 12:00 p.m. PST on February 21, 2007. The

replay
number is (888) 286-8010 or (617) 801-6888 and the passcode is 57729403.

Additionally, the call will be webcast live and archived on the Investor

Relations section of the company's Web site at www.ncen.com.

This has been prepared solely for informational purposes. It is not an

offer, recommendation or solicitation to buy or sell, nor is it an

official confirmation of terms. It is based on information generally

available to the public from sources believed to be reliable. No

representation is made that it is accurate or complete or that any returns

indicated will be achieved. Changes to assumptions may have a material

impact on any returns detailed. Past performance is not indicative of

future returns. Price and availability are subject to change without

notice. Additional information is available upon request.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

-----------------------------------------------------------------------------------

This has been prepared solely for informational purposes. It is not an

offer, recommendation or solicitation to buy or sell, nor is it an

official confirmation of terms. It is based on information generally

available to the public from sources believed to be reliable. No

representation is made that it is accurate or complete or that any returns

indicated will be achieved. Changes to assumptions may have a material

impact on any returns detailed. Past performance is not indicative of

future returns. Price and availability are subject to change without

notice. Additional information is available upon request.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any

unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

------------------------------------------------------------

This has been prepared solely for informational purposes. It is not an

offer, recommendation or solicitation to buy or sell, nor is it an

official confirmation of terms. It is based on information generally

available to the public from sources believed to be reliable. No

representation is made that it is accurate or complete or that any returns

indicated will be achieved. Changes to assumptions may have a material

Confidential Treatment Requested by DBSI
DBSI-PSI-EMAEL02366195
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impact on any returns detailed. Past performance is not indicative of

future returns. Price and availability are subject to change without

notice. Additional information is available upon request.

This e-mail may contain confidential and/or privileged information. If you

are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.

=====End Message=====
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"Kevin Jenks"
<kjenks@hbk.com>

02/08/2007 12:01 PM

ToMichael Lamont/NewYork/DBNA/DeuBa@DBAmericas
cc

bcc
SubjectRE: ** ANNOUNCING $[L.1]BLN GEMSTONE VIl **

I agree, I will keep my fingers crossed

----- Original Message-----
From: Michael Lamont

Sent: Thursday, February 08, 2007 11:56 AM

To: Kevin Jenks

Subject: Fw: ** ANNOUNCING $[1.1]BLN GEMSTONE VII **

Keep your fingers crossed but I think we will price this just before the

market falls off a cliff (which as usual will likely find you

well-positioned to acquire new risk at a good price).

We are all focused on pricing as soon as possible.

----- Forwarded by Michael Lamont/NewYork/DBNA/DeuBa on 02/08/2007 11:52

AM -----

"ILINCA BOGZA, DEUTSCHE BANK SECURI" <ibogza@bloomberg.net> Sent by:

ibogza@bloomberg.net
02/08/2007 11:38 AM

To

undisclosed-recipients:;
cc

Subject
** ANNOUNCING $[1.1]BLN GEMSTONE VII **

** ANNOUNCING GEMSTONE CDO 7, A $[1.1]BLN MEZZANINE ABS

HBK

** PORTFOLIO 100% RAMPED AT CLOSING. PREDOMINANTLY RMBS

SMALL ALLOCATION TO ABS CDO, CMBS AND STUDENT LOANS

** GEMSTONE CDO 7 WILL BE HBK'S EIGHTH ABS CDO

** STATIC BIG BUCKET; SHORT 2YR REINVESTMENT PERIOD FOR

WITH
REINVESTMENTS IN IG ONLY

CLASS RATING(M/S) SIZE(MM)
A-1 Aaa/AAA [716.01
A-2 Aaa/AAA [87.0]

B Aa2/AA [96.9]

C A2/A [68.3]

D Baa2/BBB (55.1]

E Bal/BB+ [18.7]

SUB [59.5]

** CALL THE DESK FOR WHISPER TALK

CDO MANAGED BY

(89%) WITH

IG ASSETS ONLY

SIZE(%) WAL(YR)

[65.01 [3.2]

[7.9] [5.3] * CALL DESK*

(8.8] [6.01

[6.2] [6.3]
[5.0] [5.7]
[1.7] [6.3]

[5.4]
AND MARKETING MATERIALS.

This has been prepared solely for informational purposes. It is not an

offer, recommendation or solicitation to buy or sell, nor is it an

Permanent Subcommittee on Investigations

Wall Street & The Financial Crisis
Report Footnote #1452Confidentiaepor Tramn eqetdb Dush ak BIPIEM1 056

7:
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official confirmation of terms. It is based on information generally
available to the public from sources believed to be reliable. No

representation is made that it is accurate or complete or that any
returns
indicated will be achieved. Changes to assumptions may have a material

impact on any returns detailed. Past performance is not indicative of

future returns. Price and availability are subject to change without

notice. Additional information is available upon request.

This e-mail may contain confidential and/or privileged information. If

you
are not the intended recipient (or have received this e-mail in error)

please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this

e-mail is strictly forbidden.
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Michael
Lamont/NewYork/DBNA/DeuBa@DBAMERICAS

02109/2007 06:17 PM

Tollinca R
BogzaINewYorkI/DBNA./DeuBa@,,DBAMERICAS@,DELJBAIN'T

ccAbhayad KamnaVAbhavad.Kanmat@db.com>, "Tony
Pawlowski" '<anthony.pawlowski@,db.com>

SubjectRe: Hbk

I think we should manage him to pricing a little earlier and him taking the risk on CIFG not coming in

Ilinca R
Bogza/NewYork/DBNA/DeuBa@DBAMERICAS

02/09/2007 06:00

To

"Michael Lamont"

<michael.1smont@db.com>

cc

Permanent Subcommittee on InvestigationsIWall Street & The Financial Crisis
Report Footnote #1453
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"Tony Pawlowski"

<anthony.pawlowski@db.com>, "Abhayad Kamat"
<Abhayad.Kamat@db. com>

Subject

Hbk

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAII,0404742
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Jenks just called me.. He is frightened that accounts pull their orders given the widening in abx today. I
told him that most accounts abs cdo managers and that not likley but spreads could get wider

He mentioned he was going to give you a call. He is very nervous

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAIL04047423
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Anthony
PawlowskilNewYork/DBNA/DeuBa@DBAMERICAS

02/13/2007 09:42 AM

Tomichael.lamont@db.com
cc

bec
SubjectFw: Outstanding HBK requests

michael, in addition to not having a Red yet, see below.
i am not sure how to push guys upstairs without having them crack. everyone wants to price this deal asap (sean whelan
is pushing for Friday to lock up his guys on the AAA and AA).
let me know.

-- Forwarded by Anthony PawlowskilNewYork/DBNA/DeuBa on 02/1312007 09:41 AM--
Ilinca R Bogza/NewYorkIDBNAIDeuBa@DBAMERICAS

To anthony.pawlowski@db.com

cc
02/13/2007 09:37 AM Subject Outstanding HBK requests

2/8 BGI
2/9 Rabo runs
2/12 IKB blackline of presentation
2/12 IVY rerun
2/12 harding strats
2/12 m&T runs

Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
Report Footnote #1454
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Michael Tollinca R
Lam ont/NewYork/DBN.A/DeuBa@DBAMERICAS Bogza/NewYork/DBNA/DeuBa@DBAmericas@DBAMERICAS@DEUBAINT,

Anthony PawlowskilNew YorklDBNA/DeuBa@DBAmericas, Michael

02/20/2007 02:33 PM Hezig/NewYork/DBNA/DeuBa@DBAmericas, Abhayad
Kamat/NewYork/DBNA/DeuBa@DBAmericas

cc
bec

SubjectRe: HBK marketing

Ilinca,
Could u collate the following information (maybe we already have it ) -- on our mgd mezz abs cdos last year what was

the split by risk tranche across deals between real money and cdo whouses. the street may be pulling back so this

would be good info to have as we think about how we are going to place risk

Sent from my Blackberry Wireless

Mr. Michael Lamont
Managing Director
Deutsche Bank Securities Inc.
60 Wall Street, 19th Floor
New York, NY, USA
Telephone: +1(212)250-8708
Mobile: +1 917-821-8843
E-Mail: michael.lamont@db.com

------ Original Message -----
From: Ilinca R Bogza
Sent: 02/20/2007 01:59 PM
To: michael.lamont@db.com;anthony.pawlowski@db.com;michael:herzig@db.com;Abhayad.Kamat@db.com
Subject: HBK marketing

Below is a summary of where we are on HBK

Senior AAAs
BGI - waiting for feedback
CIFG- waiting for feedback

Junior AAAs - 2x done at 46
IKN
M&T bank
NIB

AAs - 100% best case 67% worst case at 65dm
M&T 40mm firm
NIB 5mm at 60dm
Wachovia 20mm at 70 area. Could get them to 65 area. Other deals pricing

at 65-70
Wharton - 12mm 101. we will know tomorrow
Koch - 10mm . trying to push them into this deal
GIB- promised them junior AAA if they can get there on AAs

A's 47% worst case , 58% best case at 275dm
Aca firm 10mm
NZFM 2mm 101
Wachovia 20mm 101 at high 200's. Other deals pricing at 225-275 context
Ivy - 4-8mm split across As and BBBs
BSAM - trying to get them to take As. No feedback

BBBs 42% worst case , 56% best case at 450dm
Commerz 15mm firm . 25bps discount from where they price
TCW 4mm firm
ING NZ 4mm 101
IVY 4-8mm split between A's and BBBs

If you want we. can discuss accounts who are out of the book and why... Can

we have a call with Jenks first thing in the am re: taking back the unsold

bonds..

Thanks
Ilinca

Permanent Subcommittee on Investigations
Wall Street & The Financial Crisis

Report Footnote #1455
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Greg
Lippmann/NewYork/DBNA/DeuBa@DBAMERICAS

02/20/2007 06:04 PM

To"Eisman, Steven"
<seisman@fppartners.com>

cc"Jashin Patel"
<jashin.patel@db.com>, "Rich
Rizzo" <rich.rizzo@db.com>

bec
SubjectRe: Novastar

They are going to widen more. I'm in london, took the redeye and been here since.

Leaving for the day. Will have jashin show you the friday levels (which were stale by 25-

50bps before nfi news and more so now) we showed but one guy took us out of 530MM of

them today so some of those are gone and I am actually ha ing trouble staying short with

a dwindling cdo pipeline.

On cdos we think they are going much much wider but will have rich rizzo send you his

latest offers.

Sent from my BlackBerry Handheld.

----- Original Message -----
From: "Eisman, Steven" [seisman@fppartners.com]
Sent: 02/20/2007 05:57 PM
To: Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas
Subject: Re: Novastar

Give me some recommendations. I love my cdo trade. Would do more in your area but

things have widened so much. What looks interesting to you

Sent using BlackBerry

----- Original Message-----
From: Greg Lippmann <greg.lippmann@db.com>
To: Eisman, Steven
Sent: Tue Feb 20 17:55:27 2007
Subject: Re: Novastar

indeed you should get some sack and do some more shorts these bonds are going much much

lower.....

Greg H. Lippmann
Managing Director
Deutsche Bank Securities Inc.
3rd Floor
60 Wall Street
New York, New York 10005
Phone (212) 250-7730
Fax (212) 797-2201
Mobile (917)
greg.lippmann@db.com

"Eisman, Steven" <seisman@fppartners.com>

... = Redacted by the PermanentI Subcommittee on Investigations

Permanent Subcommittee on Investigations
'all Street.& TheFinancial Crisis

Report Footnote #1455
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02/20/2007 10:53 PM

To
Greg Lippmann/NewYork/DBNA/DeuBa@DBAmericas

cc

Subject
Novastar

It is like the plague

Sent using BlackBerry

CONFIDENTIALITY: This e-mail is confidential and/or legally privileged and is intended
only for the use of the individual or entity named herein. If you are not the intended
recipient, you are hereby notified that any disclosure, copying, distribution, or the
taking of any action in reliance on the contents of this e-mail is strictly prohibited.
In this regard, if you have received this e-mail in error, please notify us by reply e-
mail immediately and then delete this message from your system.

Thank you for your cooperation.

This e-mail may contain confidential and/or privileged information. If you
are not the intended recipient (or have received this e-mail in error)
please notify the sender immediately and destroy this e-mail. Any
unauthorized copying, disclosure or distribution of the material in this
e-mail is strictly forbidden.
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GREGLIP@bloomberg.net

02/20/2007 03:32 PM

ToIBOGZAabloomberg.net
cc

bec
SubjectRe: ** UPDATE $[I1]BLN GEMSTONE VII ** REVISED

TALK **

=====Begin Message=====
Message#: 371

Message Sent: 02/20/2007 15:32:36
From: GREGLIP@bloomberg.netIGREG LIPPMANNIDEUTSCHE BANK SECURIl17261328663

To: IBOGZA@bloomberg.netlILINCA BOGZAIDEUTSCHE BANK SECURI|17261328663

Subject: Re: ** UPDATE $[1.1]BLN GEMSTONE VII ** REVISED TALK **

wow that much intereest in the bbb ?? is that real ?? we would take as much as

you can oversell..
----- Original Message -----
From: ILINCA BOGZA, DEUTSCHE BANK SECURI
At: 2/20 15:17:36

** UPDATE GEMSTONE CDO 7, A $[1.1]BLN MEZZANINE ABS CDO MANAGED BY HBK

** EXPECTED PRICING FEB [21ST).

RATING(M/S)

Aaa/AAA

Aaa/AAA
Aa2/AA
A2 /A

Baa2/BBB

Bal/BB+

SIZE (MM)
[716.0
[87.0)

[96.9]
[68.3]
[55.1]
[18.7]
[59.5]

SIZE (%)
[65.0]
[7.9]

[8.8]
(6.2)
[5.0)
[1.7]

[5.4)

WAL (YR)
[3.2)
[5.3)
[6.0]
(6.3]
[5.7)

[6.3]

PRICE TALK
* CALL DESK *

* NOT OFFERED *

L+ [0.62% AREA]

L+ [2.65% AREA)

L+ [5.00% AREA]
* CALL DESK *

=====End Message=====
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GREGLIP@bloomberg.net TolBOGZA@bloomberg.net
cc

02/20/2007 03:40 PM bcc
SubjectRe: ** UPDATE $[1. I]BLN GEMSTONE VII ** REVISED

TALK **

=====Begin Message=====
Message#: 1370
Message Sent: 02/20/2007 15:40:21
From: GREGLIP@bloomberg.netiGREG LIPPMANNIDEUTSCHE BANK SECURI117261328663
To: IBOGZA@bloomberg.netlILINCA BOGZAIDEUTSCHE BANK SECURI|17261328663
Subject: Re: ** UPDATE $[1.1]BLN GEMSTONE VII ** REVISED TALK **

very sneaky...
----- Original Message -----
From: ILINCA BOGZA, DEUTSCHE BANK SECURI
At: 2/20 15:33:39

no. that is def not real.. it is at 50%.; cant oversell any tranche to be
honest

=====End Message=====
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Abhayad
KamatfNewYork/DBNAIDeuBa@DBAMERICAS

02/21/2007 12:01 PM

Tollinca R
Bogza/NewYork/DBNA/DeuBa@DBNA@DEUBAINT,
Michael Lam ont/NewYork/DBNA/DeuBa,
antbony.pawlowski@db.com

bcc
SubjectRe: ** UPDATE S[1.1 ]BLN GEMSTONE VII *

REVISED TALK**

- see email below. should we offer more PCs for Gemstone CDO 7 given the market?

- given the current market, can we offer 300 on single-As and 600 on triple-Bs on any fresh

orders/accounts on single-As and triple-Bs at this stage.

thanks.

Anirban
Lahiri/SP/DBAsia/DeuBa@DBAPAC

02/21/2007 11:26

Abhayad
Kamat/NewYork/DBNA/DeuBa@DBAMERICAS

Permanent Subcommittee on InvestigationsWall Street & The Financial Crisis
ReportFootnote #1459
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cc

Subj ect

Re: *t UPDATE $[1.1]BLN GEMSTONE VII ** REVISED TALK

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAIL04055828
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Production credits?

Sent from my BlackBerry Wireless Handheld

From: Abhayad Kamat
Sent: 22/02/2007 00:17
To: Anirban Lahiri; Sheree Ma
Cc: Ilinca R Bogza/NewYork/DBNA/DeuBa@DBNA@DEUBAINT
Subject: Fw: ** UPDATE $[1.1]BLN GEMSTONE VII as REVISED TALK **

here's the mktg book. thanks.

(Embedded image moved to file: pic075.96.pcx)

----- Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/21/2007 11:15 AM

Abhayad
Kamat/NewYork/DBNA/DeuBa
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02/21/2007 11:13

To

Anirban Lahiri/SP/DBAsia/DeuBa, Sheree
Ma

cc

Ilinca R
Bogza/NewYork/DBNA/DeuBa@DBNA@DEUBAINT

Subject

Fw: ** UPDATE $[1.1JBLN GEMSTONE VII 1* REVISED TALK

Confidential Treatment Requested by Deutsche Bank DBSI-PSI-EMAIL04055830
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Guys,
we need help on selling the As and BBBs in the Gemstone CDO 7 transaction -- we have nearly 50%
unsold on both tranches in the transaction. We have widened talk to 265 on the As and to 500 on the
BBBs - see Ilinca's email below.

- i am also fwding you the latest HBK mktg book.
- any help from you on the As, BBBs and senior AAAs would be appreciated.
- on the senior AAAs, we are flexible to work with accounts at different subordination points and
spread targets.
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Here is a quick summary of the transaction and manager:
- this is HBK's eight CDO
- 2 year short revolving period -- can revolve in investment grade assets only
- 27% below IG bucket (BBs) but amortizations on this bucket are used to pay down notes -- no
reinvestment in below IG bucket
- HBK retains entire BB and Equity, similar to what they have done in all their prior deals. HBK
views their CDOs as financing trades, where they retain the equity and use the CDO to get levered
returns.
- the 27% BB bucket is standard in their deals -- these are very similar to the C-BASS deals in the
market...
- HBK's loan level analysis of RMBS pools is highly regarded in the market. HBK helps structure -55%
of the underlying RMBS in this transaction and retains the residual piece on those also.

- this CDO has pure sequential structure with OC and IC tests -- as opposed to most deals in the
market which have pro-rata structure
- the BBB tranche has a turbo mechanic that helps it to pay down faster.

Are there any accounts that might be interested in this, given the good manager name, good alignment
of interest with investors, sequential paydown structure, OC/IC tests, BBB turbo and wider price
talk? any help appreciated.

thanks,
Abhayad

Abhayad Kamat I Redacted by the Permanent
Global CDO Group Subcommittee on Investigations
Deutsche Bank Securities Inc.
60 Wall Street, 19th Floor,
New York, NY 10005-2858
(212) 250-0526 work
(917) cell
(732) 578-2890 fax
----- Forwarded by Abhayad Kamat/NewYork/DBNA/DeuBa on 02/21/2007 10:39 AM -----

"ILINCA BOGZA, DEUTSCHE BANK SECURI"
<ibogza@bloomberg.net>

Sent by:
ibogza@bloomberg.net
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To

undisclosed-
recipients:;

02/20/2007 03:17
PM

cc

Subject

t- UPDATE $[1.1]BLN GEMSTONE VII -- REVISED TALK
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` UPDATE GEMSTONE CDO 7, A $[1.1]BLN MEZZANINE ABS CDO MANAGED BY HBK

** EXPECTED PRICING FEB [21ST3.

RATING(M/S)
Aaa/AAA
Aaa/AAA
Aa2/AA

A2/A
Baa2/BBB

Bal/BB+

SIZE (MM)
[716.0]

[87 .0]
[96.9]
[68.3]
[55.1]
[18.7]
[59.5]

SIZE(%)
[65.0]
[7.9]
[8.8]
[6.2]
[5.0]
[1.7]
[5.4]

WAL (Y R)
[3.2]
[5.3]
[6.0]
[6.3]
[5.7]
[6.3]

PRICE TALK
+ CALL DESK t
* NOT OFFERED *

L+ [0.62% AREA]
L+ [2.65% AREA]
L+ [5.00% AREA]
s CALL DESK *

II

90%
75%
75%

This has been prepared solely for informational purposes. It is not an offer, recommendation or
solicitation to buy or sell, nor is it an official confirmation of terms. It is based on information
generally available to the public from sources believed to be reliable. No representation is made
that it is accurate or complete or that any returns indicated will be achieved. Changes to
assumptions may have a material impact on any returns detailed. Past performance is not indicative of
future returns. Price and availability are subject to change without notice. Additional information
is available upon request.
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