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Global Structured Credit Products March 2006

@g Merrill Lynch

Closing Terms

THE OFFERING: $603.8 million COLLATERAL MANAGER:
Collateralized Debt Obligation (“CDO™) Declaration Management & Research
Notes and Preference Shares issued by ) LLC, a wholly owned subsidiary of John
Independence VII CDO, Ltd. @{\ {“ E a E’ha é:’ §ﬁ §"V§ Hancock Financial Services and
Salind ¥ e Manulife Financial Corporation
CLASS A1 CLASS A-2 CLASS B CLASS C CLASSD CLASSE CLASSF PREFERENCE
NOTES '@ NOTES @ NOTES @ NOTES @ NOTES @ NOTES @ NOTES @ SHARES?
Principal $420,000,000 $30,600,000 $60,000,000 $28,500,000 $15,000,000 $24,900,000 $5,400,000 $19,400,000
Percentage 69.6% 51% 9.9% 47% 2.5% 4.1% 0.% 3.2%
Coupon Type Floating Floating Floating Floating Floating Floating Floating Residual
Coupon/Spread 3mL +0.30% 3mL +0.45% 3mL +0.62% 3mL +0.70% 3mL+1.75% 3mL +3.75% 3mL +6.50% Residual
Expected Rating Aa/AAAIAAA Aa/AAAIAAA Aad/AAIAA Aa3/AA-/AA- A3/A-/A- Baa2/BBB/BBB Bal/BB+BB+ NR
Rating Agency Moody's/S&P/Fitch | Moody's/S&P/Fitch | Moody's/S&P/Fitch | Moody's/S&P/Fitch | Moody's/S&P/Fitch | Moody's/S&P/Fitch | Moody's/S&P/Fitch NR
Average Life® 5.5 yrs. 6.0 yrs. 6.0 yrs. 6.0yrs. 6.0 yrs. 6.0 yrs. 6.0 yrs. N/A
Stated Maturity January 10, 2045 January 10, 2045 January 10, 2045 January 10, 2045 January 10, 2045 January 10, 2045 January 10, 2045 January 10, 2045
Denomination $250,000 minimum | $250,000 minimum | $250,000 minimum | $250,000 minimum | $250,000 minimum | $250,000 minimum | $250,000 minimum $250,000 minimum
$1,000 i $1,000 i $1,000 i $1,000 i $1,000 i $1,000 i $1,000 i $1,000 i @

(1) Aportion of the Class A-1 Notes may be drawn after the Closing Date but prior to the Ramp-Up Completion Date.
() Paymentson the Notes and Freference Shares will be made quarterly.

(3)  Based onan 8 year auction call

(4)  Subject to some limited exceptions

STRUCTURE

Issuer: Independence VII CDO, Ltd.

Collateral Manager: Declaration Management & Research LLC, a wholly owned subsidiary of John Hancock Financial Services and Manulife Financial Corporation
Gl Do iy 38, 300G

Coupon Payment Date: Quarterly, beginning in July 2006

Reinvestment Period: 3 years. Subject to Manager discretion.
Delevaraging Structure: Principal amortization will be used to pay down the Notes on a pro rata basis until either [50]% of the collateral has amortized, the Class A
Sequential Pay Test is not in compliance or a coverage test is not in compliance.®
Mandatory Auction Call: 8 years — Minimum Equity IRR for successful auction call: 12% in years 8-10 and 5% thereafter.
(1) Please see “ Material - Tr — Prionity of Payments” for more detail.
COLLATERAL CHARACTERISTICS Portfolio Target
Minimum Weighted Average Coupon® 5.90%

B

" Maximum % Fixed

(1) For purposes of calculating the Moody’s rating factor, any Collateral Debt Security that has been placed and remains on positivehegative credit watch will be deemed to have a Moody’s
rating of the next wer rating y vely.

(2)  The expected Moody's Weighted Average Rating Factor and maximum Asset Correlation are inohuded as structuring assumptions. However it is expected that the actual Moody's Weighted
Average Rating Factor test and Asset Correlation test will be established at different combinations of values which may be satisfied together for both tests to be passed.

(3)  Solely for ratings migration purposes provided up to [295] may be below investment grade.

(4)  With some exceptions (yet to be determined).

(5)  The expected WAC will be approsimately [6.00]% The expected WAS will be approsimately [1.95]%

(6) A limited number of esceptions will be allowed up to 1.5% the remainder will be at 1.0% maximum concentration

0O/C COVERAGE TESTS Test Level® Initial @ I/C COVERAGE TESTS Test Level® Initial @
Class A/B/C Overcollateralization Test 104.80% 111.30% Class A/B/C Interest Coverage Test 110.00% 133.03%
Class D Overcollateralization Test 103.78% 108.28% Class D Interest Coverage Test 108.00% 128.46%
IS e e S e CoverageTesthSOO% .................
................................ Lo g s
e B i s Eager T

(1) Test Level represents the levels that must be passed in order not to cause accelerated redemption of the Notes,
(2)  hitial represents expected characteristics of target portflio.
MANAGEMENT FEE STRUCTURE

Senior Management Fe 20.0 bps per annum

(1) Onthe Closing Date, a portion of the gross proceeds from the offering will be used to pay various fees and expenses, including expenses, fees and commissions incurred in connection
with the acquisition of the Collateral, struchuring and placement agency fees payable to Mernil Lynch and legal, accounting, rating agency and other fees. Closing fees and expenses
reduce the amount of the gross proceeds of the offering available to purchase Collateral and, therefore, the return to purchasers of the Securities. Rating agencies will consider the
amount of net proceeds available to purchase Collateral in determining any ratings assigned by them to the Securities. For information about the amount of such fees and expenses,
Pplease review the final Offering Ciroular before investing.

For Further Information, Please Contact:
Global Structured Products CDO Marketing/Global Structured Products ABS Trading and Svndicate
Institutional Clients Global Private Clients
Christopher Ricciardi (212) 449-9638 US: Doug Mallach_(212) 449-6190 CIiff Lanier (212)449-5383 Scoit Soltas (212) 449-3659
TLars Norell (212) 449-9822 Canada: Bary Dennis (212) 449-0394 Marie Walsh (212) 449-5383 “Andrew Phelps (212) 449-3660
Sharon Eliran (212) 449-7802 Europe: Bill Berry 44-20-7995-4678 Marco Pavoncelli +44-207-996-3743
Zachary Smith (212) 449-0192 Asia: Taro Masuyama 81-3-3213-7473 Institutional Advisory Division
Josh Polsinelli (212) 449-8231 Mike Foggia (212) 449-6190
Julie Kestenman (212) 449-3054 Sal Vasi (212) 449-6154

This term sheet may be distributed only together with and, as a part of, the Confidential Discussion Material to pre-qualified Merrill Lynch clients who are (a) Qualified Purchasers and (b)() “qualified
institutional buyers” within the meaning of Rule 501(a) of the Securities Act of 1933, as amended (the “Securities Act”) or (if) “accredited investors” within the meaning of Rule 501(a) under the Securities Act.
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WHY INVEST IN STRUCTURED FINANCE SECURITIES? REPRESENTATIVE PORTFOLIO*

Structured Finance Securities (including ABS, RMBS and CMBS) and CDOs have historically
exhibited lower default rates, higher recovery upon default and better rating stability than comparably

rated corporate bonds. Consequently, CDOs consisting of Structured Finance Securities and CDOs CDO - Baa3—~_CMBS - Baa/_prime Resi - Baal

have outperformed other CDO types.” CDO - Baa2 Prime Resi - Baa2

»  According to arecent Moody’s study, the long-term historical average (1983-2004) of Other ABS - Baa\ 2 o, e Resi-Baa
unchanged ratings of Structured Finance Securities and CDOs was 92.3%, which compares 4 , Prime Resi - Baa3

favorably to the 77.6% average of unchanged ratings of corporate bonds for the same period. @ DS of Subprime - B

. . PR 3
»  Moody’s estimates that the recovery rate for Baa-Rated RMBS/HEL Securities is 65%. @ Baa
(1) Standard and Poor’s, “Rating Transitions 2004: Global CDO Rating Trends Show Improved”, January 21, 2005; * Rating
Transitions 2004 U.S. CMBS Upgrades Overwheim Dovwngrades Amid lmproved Real Esiate Fundamentals", January 13,
2005;  Rating Transitions 2004: U.S. ABS Rating Stability Improves Despite Adverse Behavior of Manufactured Housing —
Securities", January 20, 2005; "Rating Transitions 2004: U.S. RMBS Stellar Performance Continues to Set Records",

January 21, 2005. Midprime Resi -
() “Structured Finance Rating Transitions: 1983-2004", Moody’s lnvestors Service, February 2003, Baa
(39 Moody's Investors Service, “Default & Loss Rates of Structured Finance Securities: 1993 - 2003”, September 2004. CDS of Midprime -
Recovery rate determined by loss severity based on rating at origination and loss based on original balance. Baa
COLLATERAL MANAGER Suborime Resi
Declaration Management & Research LLC ! prlgnaea est=
»  Established in 1989
»  Wholly-owned subsidiary of John Hancock Financial Services and Manulife Financial Corporation
»  Assets Under Management: $13.5 Billion in Assets under Management™ ¥ For ilustrative puposes only. Subject to change.
»  Has Completed over $6.9 Billion in Actively Managed Structured Finance Transactions”
Date Name Type Amount Assets
May 1999 Declaration Funding | ® Market Value CDO $1,000 MM High Quality ABS & MBS
December 2000 Independence | CDO Cash Flow CDO $300.5 MM Subordinate ABS
July 2001 Independence I CDO Cash Flow CDO $403.2MM Subordinate ABS
November 2001 Epoch 2001-4 @ Synthetic CDO $400 MM Credit Default Swaps
May 2002 Independence IIl CDO Cash Flow CDO $300 MM Subordinate ABS
December 2002 DESIGN, II, 11 ® Synthetic CDO/Credit Linked Note $1,200MM  Credit Default Swaps
June 2003 Independence IV CDO Cash Flow CDO $400 MM Subordinate ABS
February 2004 Independence V CDO Cash Flow CDO $602 MM Subordinate ABS
October 2004 Straits Global CDO Cash Flow CDO $402 MM Subordinate ABS
April 2005 Kent Funding | CDO Cash Flow CDO $1,000MM  High Quality ABS & MBS
June 2005 Independence VI CDO Cash Flow CDO $956 MM Subordinate ABS
(1) Asof 1213105
(2)  Decleration Funding | mafured 504. The risk tranche of EPOCH 2001-4 was sold on behalf of an investor as of 3/04. The risk tranches of Design |, I, & I}l were sold on behalf of an investor as of 804
BREAKEVEN DEFAULT RATES @ Based on a Break in Yield Based on 0% Yield
Class Description (Moody’s/S&P/Fitch) Annual Default Cumulative Gross Annual Default Cumulative Gross
Rate Defaults Rate Defaults
. L . . 9 o o 0
Class Al First Priority Delayed Draw Senior Floating Rate Notes (Aaa/AAA/AAA) 19.8% 64.5% 43.2% 85.6%
. . . 9 ) 9 0
Class A2 Second Priority Senior Floating Rate Notes (Aaa/AAA/AAA) 15.8% 56.3% 18.3% 61.6%
. - . . 9 ) 9 o
Class B Third Priority Senior Floating Rate Notes (Aa2/AA/AA) 9.1% 39.6% 13.4% 50.7%
. . . 9 ) 0 o
Class C Fourth Priority Senior Floating Rate Notes (Aa3/AA-/AA-) 71% 32.6% 8.9% 38.6%
. . . . o 9 9 o
Class D Fifth Priority Mezzanine Floating Rate Notes (A3/A-/A-) 5.7% 27.1% 6.3% 29.7%
. L . . 9 9 o o
Class E Sixth Priority Mezzanine Floating Rate Notes (Baa2/BBB/BBB) 1.4% 8.1% 4.4% 22.0%
Class F Seventh Priority Mezzanine Floating Rate Notes (Bal/BB+/BB+) 1.2% 7.8% 3.2% 16.8%

IRR OF PREFERENCE SHARES @

[19.45%

117.25%

[14.81%

11247% [10.45%

1781%

[5.9]%

0.00% 1.00% 2.00% 3.00% 4.00% 5.00% 6.00% 7.00% 8.00% 9.00% 10.00%

Annual Default Rate
ard

TS SOMAR Y S A SOIMAR Y O O DR T OIS SSON AT ERAL INUEPERSENCE Vi GO0 1541 AT LA AN G RO BE A I CON IO R EREVATH INCLUDING T RANSAC UM FIGHIGH TS S RO CTURING ASS O IONS THERE 1O T
MATERIAL OUTLINES CERTAIN CHARACTERISTICS OF A PROPOSED COLLATERALIZED DEST OBLIGATION TRANSACTION ('CDO') ) THE MATERIAL /S PRESENTED SOLELY FOR PURPOSES OF DISCUSSION TO ASSIST PROSPECTIVE INVESTORS IN DETERMINING WHETHER THEY
HAVE A PRELIMINARY INTEREST IN INVESTING IN A TRANSACTION WITH THE GENERAL CHARACTERISTICS DESCRIBED HEREIN. THIS TRANSACTION IS IN A STRUCTURING PHASE AND THERE MAY BE MATERIAL CHANGES TO THE STRUCTURE, TERMS AND ASSETS PRIOR TO THE
OFFERING OF ANY SECURITIES (THE "SECURITIES"). NEITHER THE MATERIAL NOR THIS SUMMARYY IS AN OFFER TO SELL, OR A SOLICITATION TO BUY, THE SECURITIES OR ANY OTHER INVESTMENT. ANY SUCH OFFERING OF THE SECURITIES WILL ONLY BE MADE PURSUANT TO
A FINAL OFFERING CIRCULAR RELATING TO THE SECURITIES (THE "OFFERING CIRCULAR'), WHICH WILL CONTAIN MATERIAL INFORMATION NOT CONTAINED IN THE MATERIAL AND TO WHICH THE PROSPECTIVE PURCHASERS ARE DIRECTED. IN THE EVENT OF ANY SUCH
OFFERING, THE MATERIAL AND THIS SUMMARY WILL BE DEEMED SUPERCEDED, AMENDED AND SUPPLEMENTED IN THEIR ENTIRETY BY THE OFFERING CIRCULAR (INCLUDING ANY PRELIMINARY VERSION THEREOF). THIS SUMMARY IS CONFIDENTIAL AND PROPRIETARY TO
MERRILL LYNCH, PIERCE, FENNER & SMITH, INCORPORATED AND ITS AFFILIATES (COLLECTIVELY, "WERRILL LYNCH') AND, ACCORDINGLY, EXCEPT AS DESCRIBED BELOW, THE SUMMARY IS TO BE TREATED AS STRICTLY CONFIDENTIAL AND NOT DISCLOSED DIRECTLY OR
INDIRECTLY TO ANY PARTY OTHER THAN THE RECIPIENT AND (TS ADVISERS OR USED FOR ANY PURFOSE OTHER THAN TO MAKE A PRELIMINARY ANALYSIS OF THE SECURITIES. NOTWITHSTANDING THE FOREGOING, RECIPIENTS OF THIS SUMMARY AND EACH EMPLOYEE,
REPRESENTATIVE OR OTHER AGENT OF ANY SUCH RECIPIENT MAY DISCLOSE TO ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE U.5. FEDERAL INCOME TAX TREATMENT AND TAX STRUCTURE OF THIS TRANSACTION AND ALL MATERIALS OF ANY KIND,
INCLUDING OPINIONS OR OTHER TAX ANALYSES, THAT ARE PROVIDED TO THE RECIPIENTS RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE. THIS AUTHORIZATION TO DISCLOSE SUCH TAX TREATMENT AND TAX STRUCTURE DOES NOT PERMIT DISCLOSURE OF
INFORMATION IDENTIFYING THIS TRANSACTION, THE INVESTMENT ADVISER, COLLATERAL MANAGER OR ANY OTHER PARTY OR THE PRICING (EXCEPT TO THE EXTENT PRICING IS RELEVANT TO TAX STRUCTURE OR TAX TREATMENT) OF THIS TRANSACTION. NO PERSON HAS
BEEN AUTHORIZED TO GIVE ANY INFORMATION OR MAKE ANY REPRESENTATIONS OTHER THAN THE INFORMATION CONTAINED IN THE MATERIAL, AS AMENDED AND SUPERCEDED BY THE INFORMATION CONTAINED IN THE OFFERING CIRCULAR RELATING TO THE EVENTUAL
OFFERING, IF ANY, OF THE SECURITIES. THE SECURITIES DESCRIBED HEREIN, IF OFFERED, WILL NOT BE REGISTERED WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION. THIS SUMMARY MAY NOT BE DISSEMINATED OTHER THAN (1) WITHIN THE UNITED STATES OF
AMERICA, TO INVESTORS THAT ARE BOTH (A)()) "QUALIFIED INSTITUTIONAL BUYERS" (AS DEFINED IN RULE 144A UNDER THE U.S. SEGURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT’) OR (1) "ACCREDITED INVESTORS” WITHIN THE MEANING OF RULE S01(A) UNDER
THE SECURITIES ACT AND, IN EACH CASE, WHO ARE ALSO (B(1) "QUALIFIED PURCHASERS" WITHIN THE MEANING OF SECTION 3(C)(7) OF THE U.S. INVESTMENT COMPANY ACT OF 1940, AS AVENDED (THE "INVESTMENT COMPANY ACT") OR (1) “KNOWLEDGEABLE EMPLOYEES"
WITH RESPECT TO THE ISSUER OF THE SECURITIES WITHIN THE MEANING OF RULE 3C-5 PROMULGATED UNDER THE INVESTMEN T COMPANY ACT AND (2) OUTSIDE THE UNITED STATES OF AMERICA, TO NON-U.S. PERSONS IN OFFSHORE TRANSACTIONS (N RELIANCE ON
REGULATION S UNDER THE SECURITIES ACT. THE OFFER OR SALE OF THE SECURITIES MAY BE FURTHER RESTRICTED BY LAW AND THE RESTRICTIONS SET FORTH I THE OFFERING GIRCULAR. POTENTIAL INVESTORS ARE REQUIRED TO INFORM THEMSELVES OF AND TO
OBSERVE ANY LEGAL RESTRICTIONS ON THEIR INVOLVEMENT IN THE TRANSACTION. ADDITIONAL NET WORTH AND/OR SOPHISTICATION REQUIREMENTS MAY BE REQUIRED OF INDIVIDUAL NON-US PERSONS. APPLICATION WILL BE MADE TO LIST THE SECURITIES ON THE IRISH
STOCK EXCHANGE LIMITED ("IRISH STOCK EXCHANGE'). THERE CAN BE NO ASSURANCE THAT LISTING ON THE IRISH STOCK EXCHANGE WILL BE GRANTED. PROSPECTIVE INVESTORS SHOULD NOT CONSTRUE THIS SUMMARY, THE MATERIAL, THE OFFERING CIRCULAR OR ANY
PRIOR OR SUBSEQUENT COMMUNICATION AS LEGAL ACCOUNTING OR TAX ADVICE: GERTAIN INFORUATION IS PRESENTED IN SUMMARY FORM AND IS NOT COMPLETE, I ADDITION CERTAIN INFORATION CONTAINED HEREI HAS BEEN PROVIDED DY THIRD PARTIES AND
2 7 CURA A

A
NING £ RIENCE OF THE RE! PERS . L 1AN: INTENDED A N TATI ARRANT RILL LYNCH , DECLARATION MANAGH

RE H L Y OTHER PERSON OR ENTITY AS TO THE ACTUAL COMPOSITION OF OR PERI £ OF ANY FUTURE INVESTMENTS THAT WOULD BE MADE BY THE /E NATURE OF, AND RISKS ASSOCIATED WITH, THE ISSUER'S FUTURE INVESTMENTS MAY
ClFren CUBSTARTIALLY Fhow (AND W/LL BE SUB/ECT TO co/\/smAwrs THAT WEPE T ARPLICABLE TO) THOSE //\/\/ESTME/\/TS A/\/D STPATEG/ES U/\/DEPTAKE/\/ STORIGALLY 21 et PEPSO/\/S A/\/D ENTITIES. THERE CAN BE NO ASSURANCE THAT THE ISSUER'S
INVESTMENTS WILL PERFORM AS WELL A ST INVESTMENTS OF ANY SUCH PERS( THERE ARE LIMITATIONS O THE VALUE OF THE HYPOTHETICAL ILLUSTRATIONS CONTAINED HEREW, THIS
CUliARy 18 PHOVICED 7o VoL N THE UNDERSTANDING THAT AS A SORFISTICATED VESTOR, YOU WILL UNDERSTAND AN ACCERT 115 INHERENT COTAT T/O/\/S N7 LY N 1N AN Aty WVESTIENT DACISION AT T 7O ANY SECURITIES THAT MAY BE

ISSUED, AND WILL USE (T ONLY FOR THE PURPOSE OF DISCUSSING WITH MERRILL LYNCH YOUR PRELIMINARY INTEREST IN INVESTING IN A TRANSACTION OF THE TYPE DESCRIBED. POTENTIAL INVESTORS ARE URGED TO co/voucr THE/P OWN INVESTIGATION REGARDING
THE UNDERLYING ASSET CLASSES, INCLUDING REVIEWING ANY SOURCES CITED HEREIN AND OBTAINING ADDITIONAL INFORMATION REGARDING THE UNDERLYING COLLATERAL. FOR UK INVESTORS ONLY: THIS DOCUMENT HAS BEEN APPROVED FOR DISTRIBUTION IN THE UK
BY MERRILL LYNCH INTERNATIONAL, WHICH IS REGULATED BY THE SECURITIES AND FUTURES ASSOCIATION. THE SECURITIES DESCRIBED HEREIN ARE NOT AVAILABLE IN THE UK TO PRIVATE INVESTORS AS DEFINED BY THE SECURITIES AND FUTURES ASSOCIATION. THIS
DOCUMENT IS ONLY COMMUNICATED TO, AND IS DIRECTED AT, (4) PERSONS WHO HAVE PROFESSIONAL EXPERIENGE IN MATTERS RELATING TO INVESTMENTS FALLING WITHIN ARTICLE 19(%) OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANGIAL PROMOTION)
ORDER 2001 (THE "ORDER), (B) HiGH NET WORTH ENTITIES, AND OTHER PERSONS TO WHOM T MAY OTHERWISE LAWRULLY BE COMMUNICATED, FALLING WITHIN ARTICLE 49(2)(3){(D) OF THE ORDER OR (C) ANY CLIENT OF MERRILL LYNCH INTERNATIONAL BANK LIMITED (OR
ANY UK AFFILIATE) WHO ARE EITHER AN "INTERMEDIATE CUSTOMER" OR “MARKET COUNTERPARTY" FOR THE PURPOSES OF THE FSA HANDBOOK, ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS "RELEVANT PERSONS'. IN ADDITION TO BEING AN INTERMEDIATE
GUSTOMER, AN INVESTOR MUST ALSO HAVE AT LEAST US5 MILLION (OR EQUIVALENT) IN NET INVESTMENTS. THIS DOCUMENT MUST NOT BE ACTED ON OR RELIED ON BY PERSONS WHO ARE NOT RELEVANT PERSONS". ANY INVESTMENT OR INVESTUENT ACTIVITY TOWHICH

THIS DOC,
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