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Disclaimer

This document has been prepared by Barclays Capital, the investment banking division of Barclays Bank PLC ("Barclays") for informational purposes only. This
document is an indicative summary of the proposed terms and conditions of the transaction described herein and may be amended, superseded or replaced by
subsequent summaries, although there is no obligation to provide any such subsequent summaries. The information contained herein is preliminary, subject to
change without notice, and is incomplete and condensed. Such information is subject to the final expression of the terms set forth in, and will be superseded in
its entirety by, a final Offering Circular. The Collateral Manager of Pampelonne CDO | is expected to be [Vertical Capital Investment Advisors, LLC (Vertical
Capital)].

This document shall not constitute an underwriting commitment, an offer of financing, an offer to sell, or the solicitation of an offer to buy any securities
described herein, which shall be subject to Barclays’ internal approvals. No transaction or services related thereto is contemplated without Barclays' subsequent
formal agreement. Barclays is acting solely as principal and not as advisor or fiduciary. Accordingly, you must independently determine, with your own advisors,
the appropriateness for you of the securities before investing or transacting. The transactions and securities described herein will not be guaranteed by Barclays
or Vertical Capital, nor does Barclays, Vertical Capital, or any of their respective directors, officers, employees or agents accept any liability whatsoever for any
direct, indirect, consequential or other losses arising from the use of this document or reliance on the information contained herein.

Neither Barclays nor Vertical Capital guarantees the accuracy or completeness of information which is contained in this document and which is stated to have
been obtained from or is based upon trade and statistical services or other third party sources, including Vertical Capital. Any data on past performance,
modeling or back-testing contained herein is no indication as to future performance. No representation is made as to the reasonableness of the assumptions
made within or the accuracy or completeness of any modeling or back-testing. All opinions and estimates are given as of the date hereof and are subject to
change. The value of any investment may fluctuate as a result of market changes. The information in this document is not intended to predict actual results and
no assurances are given with respect thereto.

Barclays and Vertical Capital are solely arm’s length contractual counterparties. Neither Barclays nor Vertical Capital is your advisor or fiduciary. In this regard, by
acceptance of this document, you acknowledge that (a) neither Barclays nor Vertical Capital in in the business of providing legal, tax, regulatory or accounting
advice, (b) you understand that there may be legal, tax, regulatory or accounting risks associated with the transaction, (c) you should receive legal, tax,
regulatory and accounting advice from advisors with appropriate expertise to assess all relevant risks and (d) you should apprise senior management in your
organization as to the legal, tax, regulatory and accounting advice (and, if applicable, risks) associated with this transaction and Barclays’ and Vertical Capital’s
disclaimers as to these matters. Barclays (i) may not make a market in the future in the securities, (ii) may buy, sell or hold positions identical to or opposite from
the securities, or (iii) may act as investment or commercial bankers, advisers or fiduciaries to, hold directorship and officer positions in, the issuers of, or act as
manager or co-manager of an offering of, or engage in “market making” in, the securities, the underlying collateral in respect of such securities and in the
economic equivalents of either of them and/or provide investment banking, credit or other services to any party (which may include your competitors).

Any projections, forecasts and estimates contained herein are forward-looking statements and are based upon certain assumptions. 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 collateral among asset categories from those assumed, the timing of acquisitions of the
collateral, the timing and frequency of defaults on the collateral, mismatches between the timing of accrual and receipt of interest proceeds and principal
proceeds from the collateral, defaults under any of the collateral and the effectiveness of hedge agreements, among others. Consequently, the inclusion of
projections herein should not be regarded as a representation by Barclays, Vertical Capital or their respective affiliates or any other person or entity of the results
that will actually be achieved by the Issuer. None of the Issuer, Vertical Capital, or Barclays and their respective 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.
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Investing in the securities described herein is speculative and is not suitable for all investors. These securities are intended for purchase only by
experienced and sophisticated investors who can and are willing to bear the substantial risks involved with an investment in such securities. Please review
the “Risk Factors” section appearing at the back of this document.

Any pricing estimates Barclays has supplied a) represent their view, at the time determined, of the value of the investment based on internal models, b)
do not constitute a bid by any person for any security, c) may not constitute prices at which the investment could have been purchased or sold in any
market, d) have not been confirmed by actual trades, may vary from the value Barclays assigns any such security while in its inventory and may not take
into account the size of a position you have in the security and e) may have been derived from matrix pricing using data relating to other investments
whose prices are more readily ascertainable to produce a hypothetical price based on the estimated yield spread relationship between the investments.

No person has been authorized to give any information or make any representations other than those to be contained in the offering documents
regarding 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 document may not be disseminated other than (1) within the United States of America, to investors that are (A) (i) "qualified
institutional buyers" (as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the "Securities Act") or (ii) “accredited investors” within
the meaning of Rule 501(a) under the Securities Act and, in each case, who are also (B) "qualified purchasers" within the meaning of Section 3(c)(7) of
the U.S. Investment Company Act of 1940, as amended, and (2) outside the United States of America, to non-U.S. persons in offshore transactions in
reliance on Regulation S under the Securities Act.

This document is being made available in the UK to persons who are investment professionals as defined in Article 19 of the FSMA 2000 (Financial
Promotion Order) 2001. Outside of the UK, it is directed at persons who have professional experience in matters relating to investments. Any
investments to which this document relates will be entered into only with such persons.

IRS Circular 230 Disclosure: None of Barclays Capital, Vertical Capital or any of their respective affiliates provides tax advice. Please note that (i) any
discussion of US tax matters contained in this communication (including any attachments) cannot be used by you for the purpose of avoiding tax
penalties; (ii) this communication was written to support the promotion or marketing of the matters addressed herein; and (iii) you should seek advice
based on your particular circumstances from an independent tax advisor.

BARCLAYS CAPITAL INC., THE UNITED STATES AFFILIATE OF BARCLAYS CAPITAL, THE INVESTMENT BANKING DIVISION OF BARCLAYS BANK PLC,
ACCEPTS RESPONSIBILITY FOR THE DISTRIBUTION OF THIS DOCUMENT IN THE UNITED STATES. ANY TRANSACTIONS BY U.S. PERSONS IN ANY
SECURITY DISCUSSED HEREIN MUST ONLY BE CARRIED OUT THROUGH BARCLAYS CAPITAL INC., 200 PARK AVENUE, NEW YORK, NY 10166.

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF THE SECURITIES DESCRIBED HEREIN IN ANY
JURISDICTION IN WHICH ACTION FOR THAT PURPOSE IS REQUIRED. NO OFFERS, SALES, RESALES OR DELIVERY OF THE SECURITIES DESCRIBED HEREIN
OR DISTRIBUTION OF ANY OFFERING MATERIAL RELATING TO SUCH SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN
CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY APPLICABLE LAWS AND REGULATIONS AND WHICH WILL NOT IMPOSE ANY
OBLIGATION ON BARCLAYS OR ANY OF THEIR RESPECTIVE AFFILIATES.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE
SECURITIES/TRANSACTION. PRIOR TO TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE
SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS.

Barclays Bank PLC is registered in England No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP. Copyright Barclays Bank PLC, 2006 (all
rights reserved). This document is confidential, and no part of it may be reproduced, distributed or transmitted without the prior written permission of
Barclays.
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Executive Summary

Transaction Highlights

The Transaction
B Pampelonne CDO I (“Pampelonne” or the “Issuer”) is a managed US$ [1.250] billion hybrid
synthetic/Cash High-Grade Structured product CDO. Certain benefits of the structure are:

» Flexibility to purchase unfunded synthetic assets or cash assets for the initial portfolio and
reinvestment and

» Improved economics via a non-issued super-senior portion
The Manager’

W Vertical Capital Investment Advisors, LLC? (“Vertical Capital” or “Vertical”) will act as collateral
manager for Pampelonne

» As of August 2006, Vertical Capital had over $5.5 billion in assets under management

» Vertical Capital is owned 94% by its seven principals, who have an average of 20 years of
industry experience, and 6% by third-party investors

» Vertical Capital currently manages eight CDOs:

— Vertical CDO 2003-1: $800mm High Grade CDO of CDOs, closed October 2003
— Vertical CDO 2004-1: $800mm High Grade CDO of CDOs, closed March 2004
—  McKinley Funding: $1bn High Grade ABS CDO, closed December, 2004

— Vertical ABS CDO 2005-1: $420mm Mezzanine ABS CDO, closed June, 2005

— McKinley Funding Il $1bn High Grade ABS CDO, closed August, 2005

Vertical ABS CDO 2006-1: $775mm Mezzanine ABS CDO, closed April, 2006
Vertical CRE CDO 2006-1: $300mm CMBS/CRE CDO, closed May, 2006
Vertical ABS CDO 2006-2: $500mm Mezzanine ABS CDO, closed June, 2006

' Source: Vertical Capital
2 Specific entity subject to change

% BARCLAYS :
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Executive Summary

Transaction Highlights

The Collateral
B Pampelonne CDO I will acquire exposure to cash RMBS, CMBS, CDOs, and other ABS assets in
both cash (“Cash Assets”) and credit default swaps (“Synthetic Assets”)
» Cash Assets:
— [10.0]% of the initial portfolio is expected to be comprised of Cash Assets funded by
the issuance of Class A through E Notes and Income Notes
— The inclusion of Cash Assets will allow for:
@ Portfolio diversification where collateral could otherwise not be sourced in synthetic
form
® Reduced need to invest proceeds in the Investment Swap Agreement to support
unfunded Synthetic Assets
> Synthetlc Assets:
[90.0]% of the initial portfolio is expected to be comprised of Synthetic Assets
— Synthetic Assets are expected to be a) unfunded Pay-As-You-Go (“PAUG”) CDS
referencing mezzanine RMBS assets and ABS CDOs (“CDS Assets”), and b) Total Return
Swap referencing ABS assets (“TRS Assets”)
— [56.9]% will be CDS Assets :
e Settlement amount is typically the amount of any Writedown or Failure to Pay or
Physical Settlement on RMBS, and Interest Shortfalls on ABS CDOs
® CDS are expected to be RMBS (Fixed-Cap) and ABS CDOs (Variable-Cap or
Modified Fixed-Cap)
— [33.1]% of the initial portfolio is expected to be comprised of collateral funded by
Barclays and risk/return transferred to the transaction by TRS facilities
— Barclays will act as Initial Synthetic Asset Counterparty for CDS Assets and TRS Assets,
and CDS Intermediary on an ongoing basis, subject to specified terms and conditions

% BARCLAYS
CAPITAL



VERTICAL CAPITAL
INVESTMENT ADVISORS

Table of Contents

B Executive Summary

Pampelonne CDO | — Transaction Summary

B Hybrid Synthetic/Cash High-Grade Structured Product CDO Structure and Mechanics
B RMBS Securities in CDOs

B Vertical Capital, LLC

» Overview

» Credit Research Approach
Cash/CDS Selection Process

v Vv

Technology Infrastructure

B Appendices
» Anticipated Waterfall Mechanics
» Management Biographies
» Risk Factors

¥ BARCLAYS ,
CAPITAL



VERTICAL CAPITAL

INVESTMENT ADVISCORS

Pampelonne CDO | - Transaction Summary

Expected Capital Structure’

Non-Issued Super Senior  [1,062.50] [85.00]% N/A N/A N/A [15.00]%

Class A-1 Notes [50.00] [4.00]% [Aaa/AAA]  [3]mL+[ ] bps [8.0] [11.0]%

Class A-2 Notes [50.00] [4.00]% [Aaa/AAA]  [3]mL+[ ] bps [8.0] [7.0]%

Class B Notes [43.75] [3.50]% [Aa2/AA] [3ImL+[ ] bps [8.0] [3.5]% [101.8]%
Class C Notes [18.75] [1.50]% [A2/A] [3ImL+[ ] bps [8.0] [2.0]% [101.0]%
Class D Notes [11.50] [0.92]% [Baa2/BBB]  [3]mL+[ ] bps [8.0] [1.1]% [100.3]%
Class E Notes [5.00] [0.40]% [Ba1/BB+] [3ImL+[ ] bps [8.0] [0.68]% [100.2]%*
Income Notes [8.50] [0.68]% [NR/NR] Excess N/A First Loss

Structure Details

Issuer: Pampelonne CDO |

Collateral Manager: Vertical Capital Investment Advisors, LLC3 Senior Management Fee: [6] bps
Trustee: [TBD] Sub. Management Fee: [2] bps
Initial Synthetic Asset Counterparty: Barclays Bank plc (“Barclays”) Admin and Trustee Fee: [2] bps
Ramp-Up Period: [60] days Collateral at Close: [95]1%
Non-Call Period: [5] years Auction Call: [8] years
Payment Frequency: [Quarterly] Investment Swap Agreement Amount:  [5.0]%
Reinvestment Period: [5] years Cash funded via TRS: [33.10]%
Weighted Average Price: [100.0]% Max CMBS Fixed %: [5.0]%
Max non-CMBS Fixed %: [0.0]% Max RMBS Hybrid-ARM %: [10.0]%

T All information shown on this page is preliminary and subject to change. Please see Appendices for further details on anticipated
Priority of Payments
2 Assumes sequential amortization and successful Auction Call at the end of year [8]

* BA RC LAYS 3 Specific entity subject to change

CA Pl TAL 4Class E test is an Interest Diversion Test. Please see anticipated waterfall in the Appendix for details 8
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Pampelonne CDO | - Transaction Summary

Expected Portfolio Profile’

Portfolio Notional: US$ [1,250]MM
Initial WARF: [65]
Maximum WARF: [68]
Weighted Average Spread: [56]bps
Minimum Weighted Average Fixed Credit Spread: [63]bps
Floating-Rate Assets: [88.31%
CMBS Fixed-Rate Assets: [0.6]%
RMBS Hybrid-ARMS: [10.2]%
CRE CDO Fixed Rate: [1.0]%
Synthetic Assets: [90.0]1%
-CDS Assets [56.91%
-TRS Assets [33.1]1%
Cash Assets: [10.01%
Maximum Moody’s Asset Correlation2: [25.0]%
Maximum WAL at end of Reinvestment Period: [4.0] years
Single Issuer Concentration: [2.0]%
Single Obligation Concentration: [1.5]%
Type Aaa Aal A2 Aa3 Al A2 A3 Totals
RMVBS Prime - 1.74% 478% 035% - - - 6.86%
RMBS Subprime - 45% 379% 024% - 1712% - 25.74%
RMBS Midprime - 1.20% 6.97% - - 1826% - 26.43%
Hybrid ARVs 702% 234% 0.80% - - - - 10.16%
QMBS Conduit - - 0.16% 0.24% 0.16% - - 0.56%
ABS (DO 331% - 6.19% 500% - 920% 1.00%| 24.70%
REMO 1.76% - 3.00% - - 0.66% 0.13% 5.55%
Totals 1209% 9.88% 25.69% 5.83% 0.16% 45.23% 1.13%] 100.00%

RMBS Prime,

Hybrid ARMs,
6.86%

10.16%

RMBS Midprime,

26.43%
ABS CDOs,
24.70%
CRE CDO, 5.55%
RMBS Subprime,
25.74%

CMBS Conduit,

By Moody’s Rating:!

A2
45.23%
A3
1.13%
Aa3
5.83% Aaa
Al 12.09%
0.16%

9.88%

Aa2
25.69%

T All information shown is for illustrative purposes only and is consistent with the collateral acquired through August 10, 2006. The actual structure of the final
transaction, including the composition of the collateral to be acquired, will be determined at or around the time of pricing of the Securities based upon market
conditions and other factors applicable at that time and may differ significantly from the information above. Percentages based on Portfolio Notional

2 Assumes [100] assets (in accordance with Moody’s Correlated Binomial methodology)

% BARCLAYS
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Collateral Eligibility Criteria and Portfolio Guidelines’

Rating (Moody’s / S&P)
Aa3 / AA- or better
A3 /A- or better

Position
Single Issuer Conc.
Single Obligation Conc.

Rating Agency

Moody’s Weighted Average
Recovery Rate:

Moody’s Asset Correlation:?
S&P Class S Recovery Rate:?
S&P Class A Recovery Rate:

S&P Class B Recovery Rate:

S&P Class C Recovery Rate:

S&P Class D Recovery Rate:
S&P Class E Recovery Rate:

Min
Min

Max
Max

Min
Max
Min
Min
Min
Min
Min
Min

[50]%
[100]%

[2.0]%
[1.5]%

[40.0]%
[25.0]%
[48.0]1%
[48.0]%
[54.0]%
[64.0]%
[70.0]%
[79.0]1%

Industry
RMBS
RMBS Prime
RMBS Midprime
RMBS Subprime
REIT
CMBS
CDO
ABS CDOs
Managed Synthetics, IG Synthetics
TruPS CDOs
CDO”2, Other CDOs
Student Loans (U.S. Only)
with DoE guarantee
without DoE guarantee
Small Business Loans
ABS Commercial,
ABS Consumer, and
Monoline Guaranteed Securities

Max [100]%
Max [25]%
Max [50]%
Max [75]%
Max [5]%
Max [10]%
Max [35]%

Prohibited

Prohibited

Prohibited
Max [0]%
Max [0]%
Max [0]%
Max [5]%

% BARCLAYS
CAPITAL

TAll information shown is for illustrative purposes only. Further concentration restrictions apply: See Offering Documents for further details. The
actual structure of the final transaction, including the composition of the collateral to be acquired, will be determined at or around the time of pricing
of the Securities based upon market conditions and other factors applicable at that time and may differ significantly from the information above.

Percentages based on Portfolio Notional.

2 Assumes [100] assets (in accordance with Moody’s Correlated Binomial methodology)

31f Class S Notes are issued

10



VERTICAL CAPITAL

INVESTMENT ADVISCORS

Pampelonne CDO I - Transaction Summary’

Coverage Tests / Early Amortization Trading Guidelines

Overcollateralization Test:
Class B:
Class C:
Class D:

Interest Coverage Tests:?2
Class B:
Class C:
Class D:

Interest Diversion Test:
[Class E]:

Haircuts for Overcollateralization Tests:3
Ba/BB:

B/B:

Caa:

CCC:

Defaulted:

Haircuts for Interest Diversion Test:
Ba/BB:

B/B:

Caa/CCC:

CDOs rated below A3 / A-

Initial / Target

[103.6]% / [101.8]%
[102.01% / [101.2]%
[101.11% / [100.3]%

[153.2]% / [102.0]%
[133.1]1% / [100.8]%
[120.8]% / [100.3]%

[100.7]1% / [100.2]%

[90.0]%

[80.0]1%

[50.0]%

[70.0]%

[Lower of market value
or rating agency
recovery rate]

[75.0]1%

[60.0]%

[Lower of market value
and [50.0]%]]

Lower of applicable
haircuts above and
[70.0]1%

Consequences of a Breached Coverage/Diversion Test:
W Excess interest proceeds will be applied to amortize the Notes sequentially;

and

B Principal proceeds from the sale of collateral or prepayments/repayments
must be applied to amortize the Notes sequentially unless reinvestment will
allow all the coverage tests to be maintained or improved

B In the event of a breached Interest Diversion Test in the interest waterfall,
interest proceeds will be used to pay down the Notes in reverse sequential

order starting with the Class E Notes

Discretionary:  [15.0]% - reinvest proceeds
during reinvestment period
Credit Risk: [Unlimited — reinvest proceeds

during reinvestment period]

Credit Improved: [Unlimited - reinvest proceeds
during reinvestment period]

Defaulted: Unlimited — reinvest proceeds

during reinvestment period

Reinvestment: During the Reinvestment Period

Cash Asset principal proceeds and
Synthetic Asset amortizations may
be reinvested.

Reinvestment Suspension:
B Event of Default
M Class D Coverage Test failure

B Manager selection “Special Amortization”

% BARCLAYS
CAPITAL

T All information shown is for illustrative purposes only. The actual structure of the final transaction, including the composition of the collateral to be acquired,
will be determined at or around the time of pricing of the Securities based upon market conditions and other factors applicable at that time and may differ

significantly from the information above

2 As of 2nd payment date

3 Separate haircuts apply for calculating the Class A-1 EOD Ratio
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Pampelonne CDO | - Transaction Summary

Hypothetical Income Note Returns’

IRR

21% +
[17.1]%

0.00% 0.05% 0.10% 0.15% 0.20% 0.25% 0.30% 0.35% 0.40% 0.45%
Constant Annual Default Rate
(75% Immediate Recoveries)

[15.6]%

[14.1]%

16%

[12.3]%

[10.6]%

[8.21%
[6.11%
- -[0.1]%

11%

6%

1%

-4% +

-9% T

-14%

1 For illustrative purposes only. No assurance can be given as to actual returns. Actual returns will differ, and may differ significantly, from

»” BA RC LAYS the information above ;
CAPITAL
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Pampelonne CDO | - Transaction Summary

B The Issuer is 95% invested at closing, ramping up to 100% in 3 months

B Default rates are expressed on a per annum basis as a percentage of outstanding collateral with defaults occurring at the beginning of
each period

B The recovery rate is [75]%, and recovery upon default is immediate

B The auction call is successful at the end of year [8]; collateral is assumed to be auctioned at a price equal to [100]%

B Synthetic Assets and TRS Assets ([90]% of the Portfolio) assume a weighted average spread of [56] bps plus [3mL] as applicable.
Cash Assets ([10]% of the Portfolio) assume a weighted average fixed credit spread of [62] bps. Reinvestments assumed at [56] bps,
plus [3mL] as applicable for [90]% of the Portfolio and [62] bps for [10]% of the Portfolio during the 5-year reinvestment period

B Interest earned on Investment Swap Agreement assumed to be [3mL]

B CDO assets mature on or before the legal final maturity of CDO liabilities

B (DO assets and liabilities are assumed to reset at the same [3mL] rates and pay on the same dates

B Structuring fee, accrued interest on the collateral, and upfront expenses (e.g., accounting, legal and rating agency fees) will be

financed by the CDO through a prepaid swap, and repaid senior in the waterfall
Collateral management fees are [6] bps per annum senior and [2] bps per annum subordinate to the rated notes
Trustee and administrative fees are assumed to be [2.0] bps per annum

These assumptions may differ materially from actual events. No assurance can be given as to actual returns. Actual returns
* BARCLAYS will differ, and may differ significantly, from the returns described herein

CAPITAL 3
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Hybrid Synthetic/Cash High-Grade Structured Product CDO INVESTMENT ADVISORS
Structure and Mechanics

CDS Loss
Payments
[56.91%

CDS

Counterparties eIt
and recovery

amounts

TRS Assets’
Investment
and Funding
[33.1]%
Barclays Funded
TRS Assets

[90]%
Barclays
as

Intermediary

For
CDS and
TRS Assets

[10]%
Cash Assets

Structural Overview

CDS premiums
and recovery
amounts and
Total Return on
TRS Assets

Proceeds to
purchase
_ Cash Assets

Vertical
Capital ------------------------------
Investment
Advisors, LLC
ry
Management Fees
TRS Funding v 0
Rate/Repayment : [85 ] % :
and CDS Loss Non-Issued :
Payments? i Super :
Senior

SPV

[15]%
Class A through

Cash Proceeds

A

P&I on Notes Class E Funded
> Notes and
Income Notes

P&l on Cash Assets and
recovery amounts

Proceeds to make TRS
and CDS Payments + LIBOR

Proceeds to fund
Investment Swap
Agreement

<-------1

ISA

* BARC'.AYS 1Some CDS Assets may be principled by Barclays
2Proceeds will be cash if available, including from the ISA, Synthetic Asset Reserve Account, or Class S Note earning [3m]L+[30]bps 15
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Hybrid Synthetic/Cash High-Grade Structured Product CDO  INVESTMENT ADVISCRS
Structure and Mechanics

Cash and Synthetic Assets’

»  Pampelonne CDO I will acquire exposure to cash RMBS, CMBS, CDOs, and other ABS assets in both cash (“Cash
Assets”), and Credit Default Swaps (“CDS”) and Total Return Swaps (“TRS”, together with the CDS, the “Synthetic
Assets”) form

— Cash Assets:

[10.0]% of the initial portfolio is expected to be comprised of collateral funded by the issuance of Class A

through E Notes

® The inclusion of Cash Assets will allow for:

Portfolio diversification where collateral could otherwise not be sourced in synthetic form

Reduced need to invest proceeds in the Investment Swap Agreement (“ISA”) to support unfunded
Synthetic Assets

> Synthetic Assets:

[90.0]% of the initial portfolio is expected to be comprised of Synthetic Assets

Synthetic Assets are expected to be comprised of unfunded a) PAUG CDS referencing mezzanine RMBS
assets and ABS CDOs (“CDS Assets”) and b) Total Return Swaps referencing ABS assets (“TRS Assets”)

[56.9]% will be CDS Assets:

Settlement amount is typically the amount of any Writedown or Failure to Pay or Physical Settlement
on RMBS, and Interest Shortfalls on ABS CDOs

CDS expected to be Fixed-Cap on RMBS and Variable-Cap on ABS CDOs

[33.1]% of the initial portfolio is expected to be comprised of collateral funded by Barclays and risk/return
transferred to the transaction by TRS facilities

Barclays will act as Initial Synthetic Asset Counterparty for CDS Assets and TRS Assets, and CDS
Intermediary on an ongoing basis, subject to specified terms and conditions

"” BA RC LAYS TIndicative summary of the terms and conditions. Please refer to the final terms and conditions set forth in the Offering Circular
2 Expected to be based upon current ISDA standard documentation, updated from time to time 16
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Hybrid Synthetic/Cash High-Grade Structured Product CDO  INVESTMENT ADVISCRS
Structure and Mechanics

Liabilities?

» No term or short-term CP senior note and no liquidity facility; Initial Synthetic Asset
Counterparty will receive payments from available principal collections (including amounts
under the ISA) until exhausted, and then take delivery of Class S Notes

» Priority of Payments :

— Separate pre-Event of Default (“EOD”) interest and principal waterfalls with relevant diversion
mechanics

— Senior and junior overcollateralization and interest coverage tests, and senior EOD tests

— Amortization of Notes from excess interest proceeds in the event of a failed auction after the
end of year [8], in reverse order of payment priority starting from the Class E Notes

— Principal waterfall provides for sequential amortization of the Notes

» The Transaction may be subject to a tax call at any time and an optional call after year [5] by
holders of the Income Notes and subject to an Auction Call after year [8]

Indicative summary of the terms and conditions. Please refer to the final terms and conditions set forth in the Offering Circular

% BARCLAYS
CAPITAL
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Hybrid Synthetic/Cash High-Grade Structured Product CDO  INVESTMENT ADVISCRS
Structure and Mechanics

Reinvestment Period!

B Pampelonne CDO I will have a [5] year reinvestment period (“Reinvestment Period”). During the
Reinvestment Period Cash Asset principal proceeds and Synthetic Asset amortizations may be
reinvested

» The CDO will be allowed to reinvest in both Cash and Synthetic Assets

» The CDO will be allowed to reinvest so long as all Coverage Tests are maintained or improved
after reinvestment

B After the Reinvestment Period

» Principal proceeds from Cash Assets will be used:

— To be held in the Synthetic Asset Reserve Account to collateralize the unfunded Synthetic
Assets (to the extent there are any).

» Amortizations of Synthetic Assets will be used:

— To reduce the Class S Note Issuance Ceiling

* BA RC LAYS TIndicative summary of the terms and conditions. Please refer to the final terms and conditions set forth in the Offering Circular

CAPITAL 8
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Hybrid Synthetic/Cash High-Grade Structured Product CDO  INVESTMENT ADVISCRS
Structure and Mechanics

Use of Proceeds and Settlements of Credit Events!

B At close, 10% of cash proceeds will be used to purchase Cash Assets, and 5% will be deposited
with the Investment Swap Agreement?

B Synthetic asset payments due to PAUG CDS counterparties and Intermediaries (if any) will be
made:

» First, from Cash Proceeds available in the Principal Collections Account
» Second, from liquidations of securities held in the Synthetic Asset Reserve Account
» Third, from payments received on demand from the Investment Swap Agreement

» Finally, from proceeds received by the Issuance of Class S Notes

* BA RC LAYS TIndicative summary of the terms and conditions. Please refer to the final terms and conditions set forth in the Offering Circular

2To be remitted either for settlements under Synthetic Assets, or following adequate synthetic amortization amounts 19
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Hybrid Synthetic/Cash High-Grade Structured Product CDO  INVESTMENT ADVISCRS
Structure and Mechanics

Structural Advantages'’

BThe absence of a liquidity provider or term facility improves overall transaction structure
and efficiency (no Super-Senior “fail-rate”)

B The absence of a senior Commercial Paper facility reduces asset-liability payment basis
BOnly CMBS Fixed-Rate Assets and RMBS Hybrid-ARMs, reduces interest rate/extension risks

BThe TRS facility efficiently finances the excess collateral in excess of the cash available from
term Funded Notes

BThe use of CDS Assets enables Vertical Capital to design a portfolio selected from a broader
pool of collateral than available in cash

B The flexibility to purchase Cash or Synthetic Assets may allow Pampelonne CDO to capitalize
on the shifting basis during the Reinvestment Period

"” BA RC LAYS TIndicative summary of the terms and conditions. Please refer to the final terms and conditions set forth in the Offering Circular.
Please also refer to Risk Factors in the Appendix 20
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RMBS Securities in CDOs

RMBS Securities As Collateral

B Fundamentals

» CDOs backed primarily by of real-estate ABS products provide investors diversified access to a
historically stable asset class

» Despite recent tightening, spreads on structured finance securities have remained wide
compared to corporate securities with equivalent ratings

» The efficient funding of Pampelonne allows the CDO to off-set the greater tightening in asset
spreads. If asset spreads widen, the term financing will allow the deal to invest at attractive
relative levels.

» The proliferation of the PAUG CDS market referencing ABS has enabled managers to source
collateral at the desired credit quality at relatively advantageous yields and structure liabilities to
take advantage of the unfunded nature of the synthetic assets:

Note: Past performance is no guarantee of future results. The performance of the Issuer’s portfolio is expected to be
different and may be significantly different from the performance described here

¥ BARCLAYS
CAPITAL
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RMBS Securities in CDOs

Performance of the RMBS Market!

B According to an S&P study, the “U.S. RMBS market continued to see extraordinary
transaction volume in 2005

m  Of all credit classes, 99.4% were at the same rating level or higher by year-end 2005’

One-Year Rating to:
Ratings gt AA A BBB BB
From2: AAR

0.01% - - =

0.1% 0.01%

99.9%

8.0% 90.8% 1.0% 0.1% 0.05% 0.04% 0.03%

2.6% 6.9% 89.6% 0.6% 0.1% 0.03% 0.11%

0.5% 3.0% 4.3% 90.7% 0.5% 0.6% 0.32%

0.1% 0.5% 3.4% 7.1% 86.4% 1.0% 1.5%

Note: Past performance is no guarantee of future results. The performance of the Issuer’s portfolio is expected to be different , and may be

significantly different from the performance described here
* BARC!.AYS 1Source: Standard and Poor’s, January 2006, “Rating Transitions 2005: U.S. RMBS Volume and Rating Activity Continue to Set Records”
CAP'TAL 20ne-year average RMBS rating transition ratios, 1978-2005 23
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INVESTMENT ADVISCORS

Vertical Capital, LLC - Overview

W Vertical Capital, which began operations in December of 2002, is an asset manager
dedicated to the structured finance securities markets with over $5.6 billion in assets
under management

W Vertical is owned 94% by its six principals, with a combined average of 20 years of
industry experience, and 6% by third party investors

W Vertical has developed its own proprietary technology platform called STARS
(Structuring, Trading, Analytics, Reporting and Surveillance) that is designed to
facilitate credit analysis/asset selection and enable efficient reporting, monitoring and
surveillance on both an asset specific and deal level basis

B To date, Vertical manages all assets in CDO vehicles, having closed 8 CDOs'.

B No liabilities of any Vertical CDOs have been downgraded or placed on watch.

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical

# BARCLAYS '#s°fAvgust 2006
25
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Performance - CDO Funds Managed By Vertical Capital

Verﬁcal Capital, LLC Vertical CDO Vertical CDO McKinley Vertical ABS CDQ McKinley |Vertical ABS CDO| Vertical CRE (Vertical ABS CDO| Total Aggregate
CDO Portfolio Statistics 20031 2004-1 Funding, Ltd. | 20051 Funding, Ltd. Il 2006-1 CDO 2006-1 2006-2 Portfolio

Closing Date [Estimated] 3-Oct-2003 31-Mar-2004 10-Dec-2004 28-Jun-2005 18-Aug-2005 25-Apr-2006 24-May-2006 20-Jun-2006

Collateral Balance

Original - Deal Size $ 803,000 $ 800,000 $ 1,000,000 $ 420,000 $ 1,000,000 $ 775,000 $ 300,000 $ 500,000 $ 5,598,000
Current $ 687,487 $ 703,794 $ 968,942 §$ 423437 $ 986,321 $ 752,332 § 299,019 $ 480,000 $ 5,301,332
Reinvestment Period Ends Static Static 29-Dec-2009 5-Jun-2009 29-Jul-2010 25-Apr-2010 22-Apr-2011 12-Jun-2010

Call Date 26-Oct-2008 17-Apr-2009 29-Dec-2009 5-Jun-2009 10-Aug-2010 25-Apr-2010 15-Apr-2010 12-Jun-2010

Collateral Type

CDOs 100.0% 100.0% 29.1% 13.2% 29.5% 3.0% 0.0% 3.0% 45.9%
RMBS 0.0% 0.0% 63.4% 78.2% 68.7% 97.0% 0.0% 97.0% 51.5%
CMBS 0.0% 0.0% 3.9% 5.6% 1.8% 0.0% 100.0% 0.0% 1.9%
Other 0.0% 0.0% 3.7% 3.0% 0.0% 0.0% 0.0% 0.0% 0.8%
Weighted Average Rating (Moody's) Aa1 Aa1 Aa3 Baa1 Aa3 Baa2/Baa3 BBB- Baa2/Baa3 A1
Range of Security Ratings Aaa - Aa3 Aaa - Aa3 Aaa- A3 Aa1-Ba2 Aaa - Baa1 Aaa - Ba1 A-BB- Aaa - Ba1 Aaa - Ba2
Floating Rate Securities (1) 100% 100% 100% 95% 100% 100% 100% 100% 100%
Number of Securities Downgraded Since Closing 0 0 0 0 0 0 0 0 0
Number of Securities Upgraded Since Closing 5 2 1 2 1 0 0 0 11
Passing OC/IC Coverage Tests Yes Yes Yes Yes Yes Yes NA Yes Yes
Percentage Credit Default Swaps 0 0 0 3% 0 70% 0% 98% 10%
Portfolio Mark to Market Gain (Loss) $ 8,270 $ 6,003 $ 5017 §$ 605 $ 1,043 $ - $ - $ - $ 20,938
$$ Amount of Equity $ 6,400 $ 6,500 $ 16,500 $ 16,800 $ 18,600 $ 31,000 $ 18,100 $ 20,000 $ 133,900

All figures in thousands ($,000)

(1) A number of the portfolios do contain fixed rate securities that have been effectively swapped into floating rate securities. These hybrid securities do not exceed more that 5% of any one CDO transaction or 1%of all securities in the aggregate.

”” BA RC LAYS Information in this section, “Vertical Capital, LLC", has been provided by Vertical

CAPITAL 26
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Organization Chart

20 yrs exp.

25
Mary Davenport '2

yr's exp.

Tom Pearce’?
Chief Operating Officer

sInvestments — ABS/MBS
Finance & Operations
*Marketing — Domestic
*New Business Initiatives

: . 15 yrs exp.
Jennifer Winterberg "2

+Sr. CMBS/R.E. PM.

*Transaction Analysis

Alissa Eason

+CDO/CMBS Monitoring

+CDO/CMBS Surveillance
+CDO/CMBS Compliance
*Reporting

+Sr. CLO/CBO PM
*Transaction Analysis

Chris Porcelli

«Structuring/Modeling
*Database Management
+Systems Development
*Reporting/Surveillance

Brett Graham 2 20 Yrs exp.
Chief Investment Officer

sInvestments/Execution
*Systems/Technology Dev.
*Marketing — International
*New Business Initiatives

28 yrs exp.

Kem Blacker'?

*Sr.ABS & CDO PM
<Financin
«Structuring

16 yrs exp.

Beth Ferraro '2

*Sr. ABS/MBS PM
*Transaction Analysis

Titus Abraham

*ABS/MBS Research
«Surveillance/Monitoring

+Cash Flow Modeling
*Reporting

Sarah Rallo

*Trading Desk Analyst
*Research
*ABCP Financing

Andy Lin Roar Berg Eric Chen Ming Yang Jessica Hadad Dom Minardo
+CDO Trustee Reporting +CDO Trustee Reporting +CDO Trustee Reporting +Programming +ABS/MBS Analyst ‘geithefxlS -
«CDO Surveillance +CDO Surveillance «CDO Surveillance -Database Mgmt. *Surveillance/ Mor)ltormg ?3 POFI.O ain
+Deal Compliance +Deal Compliance «Deal Compliance +Systems Dev. «Cash Flow Modeling *ABCP Financing
Ross Aseron Sarah Frankfurt Jim Martin, CPA Ashley Smith Ardian Dauti Jing Qin
«Info. Tech. *Administration *Accounting I
L . *Monitoring . .
*Systems *Communications *Finance .Settlements *Programming *Programming
«Disaster Recovery *Facilities *Operations Administration *Database Mgmt. *Database Mgmt
*Third Party Sys. *Benefits *Business Admin.

% BARCLAYS
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Information in this section, “Vertical Capital, LLC", has been provided by Vertical

TInvestment
2 Principal

Committee Member
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Philosophical Approach

B Vertical Capital was founded on the premise that the structured finance securities
(“SFS”) marketplace is an information-driven business and the products are not
homogeneous

B Building a scalable business in the SFS market requires a combination of personnel
and technology as well as adoption of policies and procedures and streamlining of
processes

B Commitment to transparency with investors (web-based, high-water mark reporting)

B In its security level analysis, Vertical seeks to get as close to the borrower/loan level as
data permits

B In each of its CDO vehicles, Vertical has expressed both a credit and relative value
market view

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical

% BARCLAYS ”
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Investment Approach

B [nvestment Strategy is devised from historical collateral performance, qualitative and
quantitative analysis, portfolio monitoring, experience and relative value assessment.

Top - Down Bottom - Up

Relative Value Analysis <:I SFS Evaluation Process

Investment Approach Portfolio Strategy

Monitoring / Surveillance

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical

¥ BARCLAYS 25
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Active Sectors

B Vertical Capital is an active investor across the SFS markets from AAA - BB.

Create term funding for high-grade CDO portfolio,

H _ A
Allte VEE ORO Z0E=1 AR022 take advantage of secondary market liquidity
Vertical CDO 2004 - 1 CDO"2 Follow-on Transaction
2004
McKinley Funding HG RMBS ABCP Funding, LCF AAA RMBS + ARMBS + CDO
. Enhanced subordination due to changed RA
Vertical ABS CDO 2005 -1 U [hIER methodology, Bal RMBS Relative Value
2005
McKinley Funding Il HG RMBS Baal RMBS Relative Value
Vertical ABS CDO 2006 — 1 Mezz RMBS RMBS CDS Q4 '05
2006 Vertical CRE 2006 — 1 CMBS Large Loan CMBS + B-Note
Vertical ABS CDO 2006 — 2 RMBS 95% Overlap with ABS CDO 2006 - 1

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Performance: Rating Transition Matrix

% BARCLAYS
CAPITAL

Current
rMoudy's Rating Aaa Azl Aa2 Aad A A2 A3 Baal BaaZ Baald Bal BaZ Bas3 B1 B2 B3 VR NR Fercent
Aaa 100.0% 100.0%
Aa 1.8% 28.2% 100.0%
Aaz 100.0% 100.0%
Azl 100.0% 100.0%
A 100.0% 100.0%
A2 100.0% 100.0%
o 23 100.0% 100.0%
=z I2aa1l 100.0% 100.0%
S IBaaz 100.0% 100.0%
é Baa3 100.0% 100.0%
— [Bai 100.0% 100.0%
=
Ba2 100.0% 100.0%
Ba3
=1
B2
B3
W R
MR 100.0%6 0  100.0%
f=ercent 43.6%  2.8% 2033 0.13 783 1.89% .19 3,594 0.73% 1.0% 013 1.09% 100.0%
S&F Rating AR, AA+ .y AA- At A - BEE+ BEB BEE- BB+ =] =] EB- B+ B B- VW MR ercent
AAA 100.0% 100.0%
AA+ 100.0% 100.0%
A 1.2% 52.8% 100.0%
A 100.0% 100.0%
A+ 2.1% 20.9% 100.0%
A 100.0% 100.0%
o 1A 100.0% 100.0%
= =B85+ 100.0% 100.0%
S |eBB 100.0% 100.0%
nﬁ. [=1=1=3 100.0% 100.0%
= BE~+ 100.0% 100.0%
BB
BB-
B+
B
B-
WV R
MR 100.0% 0  100.0%
f2ercent 459%  5.7% 251896 .18 2336 5.13%6 3 29 479 2438 D.73% 0.8% 0,99 100.0%
rFitl:h Rating AAA AN+ AA AA- A+ 2 A BEE+ BEB BEEB- BB+ [Z]=] EB- B+ B B- VIR MR Percent
A A8 100.0% 100.0%
A A+ 100.0% 100.0%
A8 100.0% 100.0%
A A~ 100.0% 100.0%
A+ 100.0% 100.0%
A 100.0% 100.0%
- 12 100.0% 100.0%
<z IBBB+ 100 0% 100.0%
? (=1=1=1 100.0% 100.0%
&£ [=1=1=8 100.0% 100.0%
= BB+ 100.0% 100.0%
BB
==
B+
=]
B-
'R
MR 1% 59.9% 100.0%
P ercent 22.8%  3.1% 5.5% 0.7% 1.3% 3.4% 1.7% 2.5% 1.7% 0.43% 0.8% 52.7% 100.0%
31

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

ABS Research

u Issuers/Servicers

4 Maintain internal Tiering Scale based on company/parent company financial
fundamentals and historical performance

| Industry Trends
> Consolidation/volume

u Structuring Trends

Rating Agency Models

Mortgage insurance (deep MI)

Fixed rate loans in floating rate deals

v Vv Vv Vv

Available funds caps

u Collateral Trends
4 IO loans, FICO, LTV, Silent Seconds, Loan size, DTI, ownership, etc.

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

ABS Deal Analysis - New Issue or Secondary

| Issuer/Servicer/Trustee... Based on our internal Tiering
u Collateral Analysis
4 Not only averages, but distributions as well—FICOs, LTVs
4 Stratifications on particular loan types (10 loans)
4 Loan Tape Analysis
| Structure Analysis
4 Senior/sub
> Deep MI
4 Available funds caps & related hedges
b Step Down Trigger Tests (hard vs. dynamic)
u Quantitative Analysis
4 Cash Flow simulations considering:

- Interest rates, prepa?ément speeds, severities, constant default rates (CDR),
Cumulative Loses, AFC loses

[ Relative Value

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

ABS Surveillance

u Monthly review of the Trustee reports
4 Trustee maintains historical remittance statements. The reports are downloaded to
Vertical’s share-drive on a monthly basis
u Time series analysis of delinquency rolls
4 Portfolio positions are maintained in Intex Desktop. Monthly delinquency reports are

generated using batch processing. The results of these reports are compared with the
data from the trustee’s remittance reports to check for errors

n Estimate future losses based on current delinquencies

4 Delinquency data is segregated by the number of days the individual loans are
delinquent. We apply default assumptions to the various delinquency “buckets” and loss
severity assumptions based on the servicer’s loss mitigation record

u Monitor pending step-down dates for trigger failures/passage

4 Sub-Prime RMBS transactions usually contain tests that can prevent principal cash-flow
to the mezzanine and subordinate tranches if certain performance measures are not
satisfied. Unexpected passage/failures can cause average life variability

u Maintain portfolio positions on Rating Agency websites

4 Enables Vertical to identify real-time ratings changes

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

CMBS Research

u Servicers
4 Annual review of Master and Special Servicer rating agency rankings
> Annual review of company / parent company financial statements
u Industry Trends
4 Issuance
b Conduits versus Floating Rate transactions
4 Pari Pasu note forms
u Structuring Trends
> Rating Agency cash flow analyses
4 Impact of sub-debt and debt held outside the securitization structure
4 Terrorism Insurance legislation and requirements
> Natural Disaster Insurance Coverage requirements for flood and windstorm
4 Servicing Agreements and Intercreditor Agreements
u Collateral Trends
> MSA market and submarket rental rate and occupancy trends
4 Performance statistics and recovery rates

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical

¥ BARCLAYS
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Credit Research Approach

CMBS Deal Analysis

B Conduits
»  Geographic diversity of the pool
»  Property type distribution
»  Focus on ten largest assets in pool
»  Stress analysis on the Net Cash Flow for the properties to test weighted average loan to value ratios
and debt service coverage ratios.
> Stress analysis on Net Cash Flow inclusive of sub-debt and debt held outside the Trust
»  Review of bondholder rights under the Pooling and Servicing Agreement

B Large Loan Floaters

»

v Vv Vv VvV Vv Vv

In-depth financial analysis of the collateral property operating statements and rent rolls
Re-underwriting of the loan based upon adjusted cash flow analysis

Stressed cash flow analysis, including sub-debt and debt held outside the Trust

Projected cash flow analysis to estimate collateral value based upon re-underwriting adjustments
Review of the third party reports and supporting documents pertaining to the collateral properties
Review of the borrowing entity structures

Bondholder rights provided in the Pooling and Servicing Agreement, Intercreditor Agreements and
A/B Note structure documents

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

CDO Analysis

| Manager

b Review Track Record

- Growth of Assets Under Management (AUM), return performance, default and
distressed sales history, ratings migration

- Review trustee reports of other CDOs they manage

4 Understand Manager’s Investment Style

— Areas of expertise, investment strategy, investment process, current view of collateral
market

- Review analysis of selected individual credits

- Accessibility of manager to investors
4 Evaluate Adequacy of Infrastructure
- Analyst coverage, back office, operations, investor reporting

> Business Plan

- Commitment to CDO business, internal performance measures, compensation of
employees, employee ownership of deal or of company

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

CDO Analysis

[ Collateral

4 Portfolio Composition

- Asset composition strategy, availability of assets in target portfolio, overlap with
other managed portfolios

4 Collateral Analysis
- Review purchase prices and recent marks, industry and sector concentrations.
- Select certain assets for more detail individual review.

u Structure Analysis

4 Document Review
- Read and understand offering memo, indenture, collateral manager agreement

- Review hedge strategy, interest and principal waterfalls, key definitions, modification
rules, removal and replacement of manager, events of default and remedies

4 Cash Flow Analysis
— Review sources and uses of cash at closing
- Run multiple stress scenarios and/or Intex runs

4 Rating Analysis
- Determine how ‘tight’ a tranche is relative to its rating

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Credit Research Approach

CDO Surveillance

u Monthly Review of trustee report information
4 Vertical downloads all trustee reports and note valuation reports from the trustee websites.
4 The CDO surveillance analyst reviews key performance data (coverage tests, collateral

quality tests and trading activity) and sends an e-mail summarizing this information to the
portfolio managers.

> Portfolio manager will analyze trustee report further and /or speak to collateral manager, if
there are any significant changes in performance.

4 Portfolio managers are required to respond to monthly surveillance e-mails by confirming
the CDO'’s surveillance level. Failure to respond will result in repeated reminders.

4 Portfolio manager response will include an explanation of any deterioration in the CDO’s
performance metrics and any other relevant facts, such as expected paydowns, manager
comments on individual credits or trading activity, etc.

4 Vertical maintains a history of performance data for all of its CDOs in an excel spreadsheet.
u Independent monitoring of CDO collateral
4 Vertical obtains monthly marks on the underlying collateral from the collateral managers

on many of its CDOs.

4 Vertical’s proprietary database enables it to monitor aggregate exposures to individual
issuers across its CDO portfolios.

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical

% BARCLAYS 40
CAPITAL



VERTICAL CAPITAL

INVESTMENT ADVISCORS

Credit Research Approach

Vertical currently monitors approximately 226 individual cash CDO securities as well as the
corresponding Managers. Vertical also monitors over 490 RMBS positions as well as the financial
condition of the corresponding Servicers. Additionally, the Company follows over 56 commercial
loan transactions as well as their underlying loan performance’

Through the development of its STARS system, which is able to amalgamate data that is delivered
electronically as it is made available, Vertical’s portfolio mangers/analysts are able to efficiently
spend their time interpreting the information as opposed to entering the information

Each month the assigned portfolio manager receives an internally generated surveillance report
which must be reviewed and requires a positive action either to maintain or adjust the Surveillance
Level of each security (Levels 1-5). The Monitoring levels correspond to the following levels of
assessed risk:

» Level 1: Normal monitoring — deal exhibiting no stress

» Level 2: Heightened monitoring — deal may be exhibiting some stress, but security that we own is under no stress.
This may also reflect simply heightened Manager-related issues

» Level 3: Watch List — deal exhibiting stress, and security we own may be subject to ratings review should collateral
pool continue to deteriorate. We will report specifically on “Watch-Listed” portfolio items in our periodic letter to
investors

» Level 4: Watch List Heightened — Security we own may have been downgraded or our own internal risk assessment
is that the credit support has deteriorated

» Level 5: Watch List Extreme — Security that we own has been downgraded and may be at risk for further downgrade
and/or par loss

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Cash/CDS Selection Process

CDS Selection Process

Research & Due Diligence Screen

Collateral Performance Screen

Collateral Characteristics
Qualitative Screen

Cash Flow Analysis
Structure &
Quantitative

Screen

Vertical Investment Committee Approval

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Cash/CDS Selection Process

CDS Selection Process

New Coll al Coll; al Cashflow & Cum Orig Cur Support
Mdy's | Research | Performance | Characteristic | Structure Pipeline | Pipeline | Loss | Support| Support| After
BBID MDY | S&P | age | Screen| Screen Screen Screen Screen 60-89| 90+ | BKPT|FCLS| REO| Default (1) | Loss (2) | (%) (%) (%) Loss (3)
ABSHE 2004-HE3 M6 Baa3 BBB- 19 Failed 047 050 0.94 234 047 B3 1.82 0.05 2.85 5.21 B0
ARSI 2004-W9 M6 Baa3 BBB- 19 Failed 0.83 1.12 098 4.17 0.79 5.66 3.1 0.07 3.50 6.12 3.01
NHEL 2004-2 B3 Baa3 BBB 19 Failed 055 0.10 1.55 0.59 0.79 0.44 0.16 1.80 3.02 2.58
SAIL 2004-BNC1 M7 Baa3 BBB 17 Failed 1.60 068 166 1.31 1.18 4.30 2.37 0.03 1.00 1.73 -0.64
FFML 2004-FF6 B3 Baa3 BBB- 18 Failed 0.33 0.32 042 1.09 0.35 1.78 0.98 0.09 2.35 3.71 2.73
AABST 2004-3 B3 Baa3 BBB- 19 Failed 0.79 0.32 155 3.84 0.85 5.14 2.83 0.28 2.85 4.33 1.50
FHLT 2004-D M9 Baa3 BBB- 14 Failed 042 045 064 282 042 3.40 1.87 0.02 2.55 3.61 1.74
ABSHE 2004-HE10 M6 Baa3 BBB- 14 Failed 1.08 540 035 3.38 0.09 7.39 4.06 4.15 6.07 2.01
HEAT 2004-5 B3 Baa3 BBB- 17 Failed 1.65 140 169 3.27 0.62 5.79 3.19 0.02 2.70 -0.49
PPSI 2004-WCW1 M8 Baa3 12 Failed 205 136 144 521 1.34 8.01 4.41 0.13 4.25 6.94 2.53
PPSI 2004-WCW2 M9 Baa3 BBB- 11 Failed 0.71 091 1.08 449 1.20 6.15 3.38 0.14 4.75 7.46 4.08
FMIC 2004-3 M8 Baa3 BBB 19 Failed 0.33 0.12 142 1.34 0.3 2.50 1.38 0.06 3.85 5.88 4.51
CBASS 2004-CB5 B3 Baa3 BBB- 17 Failed 144 385 0.87 0.00 041 4.02 2.21 0.10 4.09 7.69 5.48
OWNIT 2004-1 B3 Baa3 A 14 Failed 063 1.10 0.26 1.29 0.10 2.34 1.29 0.05 4.45 6.08 4.79
BSABS 2004-HE8 M6 Baa3 BBB+ 16 Failed 0.81 215 0.00 1.29 0.19 3.18 1.75 0.04 4.40 6.92 5.17
ABSHE 2004-HE9 M6 Baa3 BBB- 13 Failed 1.15 065 081 2.04 0.17 3.17 1.74 3.20 4.59 2.85
SABR 2005-OP1 B3  Baa3 BBB- 10 Failed 0.63 045 045 1.09 0.04 1.74 0.95 3.55 4.59 3.64
CWL 2005-4 BV Baa3 BBB- 7 Failed 0.28 0.04 0.02 0.36 0.00 0.45 0.25 1.05 1.83 1.58
NCHET 2004-3 M9 Baa3 BBB- 16 Failed 0.55 0.25 0.82 1.68 0.23 2.36 1.30 0.04 BISS 4.82 3.52
CWL 2005-AB1 B Baa2 BBB 9 Failed 0.21  0.03 0.03 0.75 0.11 0.82 0.45 0.00 0.55 0.10
MLMI 2004-WMC4 B3 Baa3 BBB = 19 Failed 0.55 0.34 214 230 0.63 3.96 2.18 0.16 225 4.98 2.80
NCHET 2004-2 M9 Baa3 BBB @ 19 Failed 0.39 025 131 171 0.36 2.68 1.47 0.07 3.30 5.30 3.83
ABSHE 2004-HE6 M6 Baa3 BBB- 18 Failed 2.00 0.90 1.81 3.03 0.52 5.37 2.95 0.08 4.20 6.37 3.42
MSAC 2004-HE5 B3  Baa3 BBB- 18 Failed 0.34  0.39 1.51 229 0.60 3.54 1.94 0.07 2.35 4.34 2.40
BSABS 2004-HE5 M6 Baa3 BBB 19 171 230 000 238 0.11 4.48 2.46 0.05 4.45 8.45 5.99
ACCR 2004-3 2M7 Baa3 BBB 17 028 0.02 053 1.19 0.34 1.65 0.91 0.03 3.60 5.34 4.43
PCHLT 2004-2 M7 Baa3 BBB 16 1.50 0.18 1.07 3.20 0.59 4.41 2.43 0.09 4.50 7.18 4.75
CBASS 2005-CB3 B3 Baa3 BBB- 7 0.73 069 n/a 0.15 nla 0.88 0.49 4.85 5.47 4.98
Notes.
1. Pipeline Default assumes the following default levels: 50% of 60-90 & BKPT, 75% of 90+ & FCLS, 100% of REO.
2. Pipeline Loss assumes loss severity of 55% for the Pipeline Default value.
[3._SUpPpPOrt Alter LOss equails Lur Support minus ripeline Loss |
Cash Flow Analysis Fwd LIBOR Fwd LIBOR+2% over 2 Yrs Fwd LIBOR+2% shock
BE BE BE
ramp cum DM BE ramp | BE cum DM ramp |BE cum DM
CUSIP SECURITY MDY |S&P [ CDR % |loss % | (bps) CDR % loss % (bps) | CDR % | loss % | (bps)

59020UDL6 MLMI 2004-WMC4 B3 Baa3 BBB 62.20 3.90 323 50.10 3.30 195 41.80 2.90 160
64352VGJ4 NCHET 2004-2 M9 Baa3 BBB 94.63 6.18 208 79.82 5.44 129 69.60 4.92 118
04541GLP5 ABSHE 2004-HE6 M6 Baa3 BBB- 82.99 6.60 229 68.96 5.82 101 59.31 5.26 77
61746RHKO MSAC 2004-HE5 B3 Baa3 BBB- 71.18 4.50 292 56.97 3.94 198 48.58 3.45 202
073879CH9 BSABS 2004-HE5 M6 Baa3 BBB 101.65 6.21 245 89.56 5.70 161 78.20 5.20 159
004375BW 0 ACCR 2004-3 2M6 Baa2 BBB 100.25 7.68 217 87.34 6.90 150 82.68 6.61 122
71085PBB8 PCHLT 2004-2 M7 Baa3 BBB 99.41 7.28 272 87.25 6.68 194 74.48 6.03 187
12489WLL6 CBASS 2005-CB3 B3 Baa3 BBB- 105.22 7.24 275 92.73 6.52 207 90.69 6.40 201
[CDR Ramp Jour Default Ramp increases to 10 CDR over a two-year period. It remains at 10 CDR thru year 7, after which the ramp declines to 3 CDR thereafter |

|"CDR Ramp" values are expressed as a percentage of the the COR Ramp (a 87.34% "ramp CDR" value means 8.734 CDR as of third year)

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Cash/CDS Selection Process

CDS Selection Process

Research & Due Diligence Screen Sample Fails

=Vertical’s originator & servicer tiering & performance =“Old Moody’s” rating methodology

=Rating agency methodology =Deep Ml or “structured pool policy” at BBB level
sLender paid mortgage insurance sIssuers--Tier 3 Issuer for BBB investing & performance

=Servicers--non rated & performance related

Collateral Performance Screen Sample Fails

RMBS Investment Sub-Committee unanimously selects deals with =Poor Collateral Performance

acceptable performance, based on: =High DQs, FCLS, BKs &/or REO

=Collateral performance =Large change in recent month performance
=“pipeline loss” analysis based on serious DQs, BKs, FCLs, REO & Loss *Inadequate credit enhancement after “pipeline loss”
Severity

=Credit Enhancement levels--original, current & “pipeline loss” adjusted

Collateral Characteristics--Qualitative Screen Sample Fails

*FICO & CLTV (Avg & Distribution) =Large % low FICO (i.e. FICO <550 & <600)
=Mortgage insurance =High average LTV with large %>90%
=|Os--rate/term structure & percentage =Deep MI & “Structured Pool Policy”
=Second liens (loud or silent) =High IOs-- 2yr I0s, high initial reset
=Property type (ie. Investment) =High 2nd lien %>8%

=Occupancy type =High silent seconds>50%
=Documentation type *High MH>1%

=High investor properties>5%
=Low full doc<50%

Cash Flow Analysis--Structure & Quantitative Screen Sample Fails

Stress available funds cap risk & breakeven CDR based on: =DM drop due to weak interest rate hedge &/or collateral characteristics
=Collateral characteristics & performance =Breakeven CDR too low considering collateral characteristics & related
=“pipeline losses” assumptions

=Prepay ramps for fixed, ARMs, second liens

sLoss severity adjusted for collateral characteristics (2nds, LTVs, Investor
Properties)

=Default curve timing

sLIBOR paths--forward LIBOR, forward LIBOR +/- 2%

=Failed triggers

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical
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Technology Platform
RMBS Analysis

ACE 2006-HE2 Projected Loss Summary Loss Cover
Ci Portfolio All Loans 10s Collateral Portfolio Percent Dollar
Total Number of Loans 5198 umber of Loans 100.00% 5198 Aaa/AAA
Total Loan Balance $ 939,723,458.65 $ Loan Balance 100.00% 939,723,458.65 Aal/AA+
Average Loan Balance 180,786 279 F requency (FF) 19.73% 185,370,412.83 Aa2/AA 15 2% |
WALA everity (LS) 40.36 379,277,578.56 Aa3/AA- 95 60% |
WAM #NIA Projected Loss (PL) 8.14% 76,475,745.88 |RUN ON 4/17/06 AT/AF 00 68
California 34.42% A2IA 515 42% |
Portf % without Prepay Penalties 27.26% AJIA- 3.40 19
ETY Loss Contributions / Tail Risk Baal/BEB+ 11.80% 10.96%
Tos
Total
WA CLTV (w Loud 2nds & w/o Silent 2nds) 81.08% . Loss contributors % of Portfolio (Face) | Loss/ Total Loss% | Tail Weight | Loans % Loss$ Baa2/BBB 10.35% .9
ICLTV (w Loud 2nds & w/o Silent 2nds) > 90% 11.45% .. 92% .00 - .00 Baa3/BBB- .30 .7
CLTV (w Loud & Silent 2nds) > 90% 41.45% . Worst 5 % Loss 00 - 00 Bai/BB+ 25
FICO Worst 10 % Loss .00 N .00° Ba2/BB 40
WA FICO 618.30 . [Worst 25 % Loss .00 - .00 Ba3/BB- .65¢ .32
FICO < 660 78.1% 25.69% 7.70% 0.69 | _1.44 13,534,149.31 B1/B+ .05 .34%
FICO < 600 36.8% 411% 10.36% 252] 0.84 792144334 B2/B 60° 36%
FICO < 550 124% 5.30% 7.859 148 064 ,006,032.17 B3/B-
Interest Rate 25.88% 27.81% 1.07 26% 21,270,453.17
[%% Fixed Rats T301% 49.92% 60.16% 1.21] 4909 6,006,045.79
% ARMs 86.99% 78.09% 87.39% 112 [ 7.119 66,828,989.13 Term Sheet Silent Seconds  Interest Only
WAC 8.14% .81 8.69 1.32 .96 7,239,845.26
WA Initial Rate Cap 223% 35 0.96 170] 17 6.031,582.70 =F] Y
WA Rate Cap thereafter 0.92% .96 6.69 043 1. 2,767,589.05 el | |
WA Margin 5.43% 5 3.68 556 8,699,822.25 M:\ABS Deal Fies\ M:\ABS Deal Files\ | | M:\ABS Deal Fils\
WA Max Rate 5.32% 1% 0.48Y 0.46 .04 369,250.70 |ACE 2006-HE2\ACE| |ACE 2006-HE2\ACE| |ACE 2006-HE2\ACE|
WA Min Rate #NIA 26<=$100,000 56% 16.04% 029] 1. 12,263,958.02
10s & Lien Position
10s (see IO terms below) 25.69% 100.00%| [ace0Bhe2.cdi
MH 0.00% 0.00%| |ACE 2006-HE2 M7 Baal A-
1st Lien 95.89% 100.00% pricin T Twd T+200
:nd Lien - 411% 0.00%) w {552 l T30 o7 I 3T I Vi
perty Type
Single Family  TRPTA 7557 | WAL 211 10.55 10.59 10.59 10.67 10.78 14.27 1451
PUD 12:62% 12.88%| [Mod Durn 3.55 7.35 6.827 6.661 8.224 6.658 8.94 8.179
Condo 6.97% 7759 |Principal Window Nov09 to Aug11 Feb14 to Feb37 Feb14 to Feb37 Feb14 to Feb37 Mar14 to Feb37 Apri4 to Feb37 May17 to Jan36 Aug17 to Feb37
24 Family & Townhouse 6.28% 3.91%| |Principal Writedown 0.00 (0.00%) 2,246.41(0.02%) __7,215.82 (0.05%) 7,412.03 (0.05%) 10,097.52 (0.07%) ___14,808.01 (0.10%) 0.00 (0.00%) 3,140.61 (0.02%)
Other 0.00% 0.00%| [Total Collat Loss wi 705,041 [ 05,863,705.24 7019,256.54 497,211 01,238,751.80 "558,080. -506,001.
[ Type History(F 0.00 (0.00%) (10.50%) (10.20%) (10.22%) (10.48%) (9.71%) (12.93%) (12.09%)
Occupancy-Owner Occ 9397% 98.07% 02y T0.0T0 3.0 Ty | 137640 2y 10016 | 4232 2y 100 | 142807 2yr 100To | TA7377 2y 1000 | T33.885 2yr 10070 | 120,293 257 10016 3.0[ TT8A7T 257 T0.0T0
Occupanw--lnnv‘l’rop 5430:/'1 1»43:4 Default Rate cdr ramp 3.0in 7yrcdrramp | 3.0in 7yrcdrramp | 3.0in 7yr cdr ramp 3.0in 7yrcdrramp | 3.0 in 7yr cdr ramp in 7yr cdr ramp in 7yr cdr ramp
;oc Type Home 0.73% 0.50%  (Befaurt Severity 0 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent
Full Dog. 50.08% 2740%| |Servicer Advance Allbut newly ligdtd ~ All but newly ligdtd Al but newly ligdtd ~ All but newly ligdtd Al but newly ligdtd ~ All but newly liqdtd Al but newly liqdtd Al but newly ligdtd
Limited/Reduced Doc 5.03% 4.93%| |Advance (% of P&l) 100 100 100 100 100 100 100 100
Stated Doc 44.49% 53.40%| |[RecoveryLag 12 12 12 12 12 12 12 12
No Doc (NINA) 0.40% 0.27%| |Recovery Time Series 100 100 100 100 100 100 100 100
Loan Purpose Initial Rate 0 0 0 0 0 0 0 0
Purchase 42.34% 56.77%| |Initial Severity 0 47.26 47.26 47.26 47.26 47.26 47.26 47.26
Refinance - Rate Term 3.84% 2.98% |Deling. Rate 0 Percent 99 Percent 99 Percent 99 Percent 99 Percent 99 Percent 99 Percent 99 Percent
Refinance - Cashout 53.82% 4025% |opt Redem % N N N N N N N
Product Type
1mo ARM 0.02% 0.00%|
6 mo ARM 0.01% 0.00%|
Hybrid 2/28 48.72% 0.00%| [ace06he2.cdi
Hybrid 2/38 0.00% 0.00%| |ACE 2006-HE2 M8 Baa2 BBB+
Hybrid 3/27 12.59% 0.00%| pricin [ Twd T+200 1-200 +4% (ramp) Twd - 75% PP
Hybrid 3/37 0.00% 0.00%| ﬁs‘* | 140 137 | 142 | 10 | 138 6
Other 0.01% 0.05% 2.02 11.3 11.38 11.37 1.2 1157 14.68 15.28
e e o v o ao] [Mod Dum 3.465 7.659 7.088 6.914 8512 6.896 9.068 8.335
H;brid 2510 a8 57797 [Principal Window Sep09 to Aug11 Oct14 to Feb37 Nov14 to Feb37 Oct14 to Feb37 Nov14 to Nov25 Dec14 to Feb37 Jan18 to Feb29 Apr18 to Feb37
Ficed 8.24% Tagv| |Principal Writedown 0.00 (0.00%) 1,775.65 (0.01%) __24,627.84 (0.18%) __ 24,800.33 (0.18%) 0.00 (0.00%) 30,159.36 (0.22%) 0.00 (0.00%) 36,981.55 (0.27%)
Fixed Balloon 476% 0.00% |TOWI Collat Loss W B5.357,74693 | TTT,143.07 35,354,800.20 77.443370.18 T0B.673.196.45 | 309,593
10 Term History(F 0.00 (0.00%) (9.08%) (8.74%) 82,237,763.10 (8.75%) (9.08%) (8.24%) (11.56%) (10.67%)
10 term: 0 74.31% 0.00%| 0 2yr 10.010 3.0 1n 7yr | 123.495 "2yr 10.0 10 | 117.818 "2yr 10.0 10 | 118.036 "2yr 10.0 10 [123.63 “2yr 10.0 10 3.0] 109.8771 2yr 10.01 | 112.176 *2yr 10.0 10 3.0 yr 10.0 1
10 term: 2yr 0.07% 0.26%| |Default Rate cdr ramp 3.0in 7yrcdrramp | 3.0in 7yrcdrramp | 3.01in 7yr cdr ramp in 7yr cdr ramp 3.0 in 7yr cdr ramp in 7yr cdr ramp in 7yr cdr ramp
10 term: 3yr 0.05% 0.20%)|  [Default Severity 0 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent 56.85 Percent
10 term: Sy 25.46% 9914% |servicer Advance Allbutnewly ligdtd ~ All but newly ligdtd  All but newly liqdtd ~ All but newly liqdtd Al but newly liqdtd ~ All but newly ligdtd Al but newly liqdtd All but newly liqdtd
10 term: 7yr 0.01% 0.03%) | Advance (% of P&l) 100 100 100 100 100
10 term: 10yr 0.09% 0.37%|
10 Tarm: Other 0.00% oo0% [Recoverylag 12 12 12 12 12 12 12 12
Tsts with silent Znds (S55) Recovery Time Series 100 100 100 100 100 100 100 100
% of Portfolio w/ SS 31.30% 56.99% |Initial Rate 0 0 0 0 0 0 0 0
$ amount $ 204,134,310.35 $ 137,555,114.42| |Initial Severity 0 47.26 47.26 47.26 47.26 47.26 47.26 47.26
# of 1st Liens w/ SS 1346 497| [Deling. Rate 0 Percent 99 Percent 99 Percent 99 Percent 99 Percent 99 Percent 99 Percent 99 Percent
CLTV of Total Portfolo (that includes silent 2nds) 87.03% 92.76%| |Opt Redem Y N N N N N N N
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RMBS Surveillance

RMBS-Residential B&C

Prapaymant (CPR)
tr cur MM | Pipeing cuml M | Moody's orlg curr  Adustad Pool
No. cusIp SECURITY A Updats MDY S&P  Level CurrPx  30-53 €080 00+ BKPT FELS REQ | Plpsiin chg Loss LoEs  chg B2 Suppert support SUPPOMT  Faclor gy gy qam
142 OTISTOCRT  BSABS 2004-HES 142 21 WIE2006  Aam ARA 100.77 280 132 27 000 345 119 651 -0.26 204 048 003 525% 2050 4548 4252 044127 3} 33 4
143 OTISTECVE  BIABS 2004-HES M2 21 AIEZOE  AZ A 101.30 34z 138 276 000 343 102 535 044 288 63 003 5.25% 895 2008 1742 044127 33 38 45
144 43T0BADNI  HEAT 2004-5 Mz 21 AIEZOME  AaZ AR 10058 333 242 254 25T 4dE 15T 232 082 4.1 oid 000 4.35% 1025  zage 1889 05362 #3537
145 4370B4EAD  HEAT 2004-5 ME 21 azezome A2 A 7 W33 332 242 B4 257 448 157 w3z ez 418 w14 000 435% 5.25 1268 047 0&3E2 A 3 37
146 BI1BBLAAS  SHOME 2004-1A M1 21 angons | Aaz AR 0038 13 o0e7 103 000 000 00 111 049 050 oo 000 Te8%  TL01 6408 #2856 025821 41 48 &7
147 0307ZSTZE  AMSI 2004-RE M1 21 AIEZO6  Am1 AR+ 100,80 304 134 243 213 350 135 TE0 011 342 618 002 2.35% 1020 2R 1969 044143 3 40 45
148 3173S0BHE  FINA 2004-2 M5 21 azEzoE A2 A 0147 320 089 147 L7732 18 855 052 28 624 007 875 18,31 1536 047ETT 34 3 41
145 31735084 FINA 20042 M6 21 azEznE A3 A 101.34 3 0E 147 [ o 7 R e T e
150 ITTISOBLY  FINA 20042 M8 21 X2E52006 Bas BEB 101.08 320 099 14T | T weewerromee itoring Status 2: VIC: RMBS B&C
151 B3B11MEFd  SVHE 2004-1 M5 21 3Ea2006 A2 A 00,70 1@ 040 134 (L g B NPy
T ST ] |
152 B3B1IMBGZ SVHE 2004-1 MB 21 A2E2006 A3 A WOTE 119 040 134 | T T R SR T o
Coan Griginater(s] [1G0% Pacgiv's Chica Foms Loara, e e o~ o
163 O4E4ZBHZS  CEASS 2004-GBS M2 20 W2E20E A2 A+ w118 402 270 427 o = —
MG - 000 P f
154 BIT4BRHT!  MSAC 20044WMCZMZ 20 282008 A2 A 0180 247 038 07 a
[Cervmeisl o0 Chaca Manhafan Wongige Com 3000 I/\ v
156 GITABRHUE MSAC Z004WMCZM3 20 252006 A3 A 101,68 217 0@ 078 ma = 2
156 04S4ZBIME  ABFC 2004-HE1 A3 20 WISZO06  Asm AAA 10081 75 0z 053 na —
ooo
167 OD4ITEBND  ACCR 20043 2ME 20 W2E2006  Basz  BEBr w000 TR T 1. IEEEEEEREEER EEEEEIEEEEEEE
156 12506YDG1  COCMC 2004-HES M2 20 a252008 A2 A 101.14 349 143 144 HIMOENE, e e
158 TIGSPAVE  PCHLT 2004-2 M1 20 ANNZ0E  ARZ | AA+ 0034 506 086 060 S
180 TIGBSPEBS  PCHLT 2004-2 M7 20 ANE2006  Basd  BEB 9872 338 088 080
161 ODM4ZIGKZ  ACE 2004-FMZ M2 20 ATEIOE A2 AR 10158 B0 200 07
182 O0M4Z1GMNT  ACE 2004-FMZMS 20 WIE2006 Bl A 90.91 200 0T )
163 TE1IZBAPS RAMP 2004-R28 MI3 0 AIEZOE A3 A 101,67 148 392 I
184 OTIBTSFHE  BSABS 2004FRZ M3 20 ATEZOE A2 AA ITREd 178 zom = BEEEEEEEEEEEREEEER]
T
186 OTIBTOFIZ  BSABS 2004FRZ M4 20 AZEZOE A3 A+ 0142 128 208 |
186 OTISTOEWS  BSAES 2004-HET M3 20 WIE20E A3 A+ 101.55 188 213 i — ww o5
| [ [’} [T T
167 J6Z4ZDEDT GEAMP Z004-ARZ AJC | 20 252006 Ass AR 00,00 zad 036 026 1 Lz = ass s
166 THOTGJHZ  CMLTI 2004-0FT1 M1 20 WINZO06  Asi1 AAA 10050 181 088 13 —e 1 = 2 -
o o T b T
180 TOMSOFETE  PPS| 20043WHQ1 M3 10 282008 AA3 AA- 0078 322 108 180 e e T =
170 TOSSFEVE  PPS| 20043WHQ1 ME 19 A282008 A2 A z 0180 322 108 1E0 - v = : ; = : 5
: ; T T ; o =7 T
171 BIT44CGLE  MSAC 2004-HET B3 19 252006 Basd  BEE- 101.88 zea 177 10 T L] T * Eu s
172 O40I0ALAD ARSI 200410 M4 18 A2E2O06 A2 A 10134 244 40 230 anaigics ocornesere | Trancna Datall
173 35726PELC  FHLT 2004-2 ME 18 252006 Baa2 BRB+ 10000 443 208 145 D] e e e S | Owe [Cucts | stpdnCe
174 ODM4ZIGKS  ACE 2004-HEZ MS 19 W2SZ006  Basz A 100,00 144 076 zoz — IWT_‘:_*:‘
175 43T0B4GJ0  HEAT 2004-7 A5 18 A2R2006  Amm  ARA 0042 301 345 234 o | “‘j
= = Erpewa | Svens | [Dwcareri] |
176 BEIBOFGAE  OOMLT 2004-3 M8 18 A2H2006  Baaz A 10047 188 o079 128 arers] | ;
ikt
177 ODTBAMILZ  AABST 2004-5 M3 18 AIR2006 A3 A 7 W53 485 178 280 e
1TE BIT44CHIE  MSAC 2004-HEE B3 18 252008 EBas? BEE- 10148 35 162 182 |wows o
ety | catuns 60 T
Dafinitions.
- T [ Dat
Tiagen z oy
T ey T
[Sepdewe Dats T T Fepors, Blombeg Tl oo cies 00 ol k0 SR Fols, TiE
S s oo B P P R s e+ e
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CMBS Property Level Surveillance

Typs of pace
1 Indusirial
Tenant by Tenant Cash T
& CHe
Flow Snapshot i
Current Begin  Expiration
# Tenant # Date Date Rent PSF Ann. Rent Mo, Rent
i |Aobey Belley Foser Remonal sclwoal 3 D12003 o3 02006 jleo |3 DUATIOES 3 41870
2 |Appliad Indusmal Technalosies, Ing 211098 131 lt-ﬂ 435§ B16000D 3 6,800
3 Emﬁ:ﬂ Masearche Wodels, 1oc LIS TH31/2IK 25.60 [§F E3BOB53 3 7.000
4 |Cardmal Fretpht Cammers, Inc (M) S0 21C005] WO F - 3 -
= |Rand Whimey Packazing (WMTHD 512005 a'l I'ﬂ $250(% 12500000 3 10417
& |Feed Machinery, Tnc PRI TESTN =03 12545274 % 10,454
7 [Wastace LI G0 w003 BE4E5054 % 46,213
g | Abbey Eelley Fosier Restonal School 11098 8312013 56.19|F 272E1806 § 22735
s |Abbey Eelley Foster Bestonal Schoal 3 211098 2312013 $3.00(F 184722 3 1,354
10 [Ham For Bem 3 RO 112005 305§ 5805000 5 4,833
11 |MES Compenies Limvited Parmership . 312001 1282011 0 §l626|§ 16500000 § 13,750
12 |Expert Satellita. Inc. 512001 4302007 a0 S500]F 2460000 F 2.050
13 [Flidson-FEW Lismmaurors, 110 a1 0] TR 2010 a5 2333 [ § 202000 3 £33
14 |Fudson-FPV Destrroupars, LTC 0 L3000 TRT52010 102 w13 [% 510000000 % 42 500
15 | Mass Web Prindns 512000 4302006 a0 #4753 6€563875 3 5472
16 [WEd-5mate Packasine LI7I00T T35 172005 50 =403 18467000 5 13723
17 |led-Seae Packasine e B0 115172005 173 =403 14531000 3 12.109
18 |MiHlbrook Dismibuors 119492 8312007 1510 ([ F 101247680 F 84,458
12 |Melech Intemational Indusiria 12003 6302010 50 430 (F 18521000 3 16,288
20 [Amercan Ted Cross « OiciRED LT 1012014 1510 5805 [§ 152364420 & 126,870
=t |RMS Samvices « OiciR ED 11712003 10312013 1000 5534 |§ 21360000 % 17,500
2z |Bank of Amenca - Warehouse © + Warehousd 4172001 3312010 a0 5135 (§F 28287210 3 23,573
| com £ D5 - W ATELIONEE + Warehousd ETR eI TOa a0 a7 .00 [F 20238320 3 16,884
24 |Hank of Amenca - Warehouse B + Warehousd 201300 L2000 85 2L [ 16834400 3 14.112
2= |Bank of America - Warshouse A + Warehousd 10712003 3312010 65 5733 | 15878000 % 13.230
26 [Adomre] ConSTuCTon (i 2 Ofice 101300 S LAY 18 3A00[F 4275000 % 3583
zv |Bank of Amenca - ATAM » Warehousd 01300 S [ 20 .00 [F 20000000 3 1,687
Total Gooupeed Bl% 10.8 EEES] TE.Ta0. 02 & L
Oecupanecy date as of Joo.  sofEldo
TSI s 07 % 490 R e S 0
4 Office i 44 44 3 10.22 SE20TES 3 51,730
0 Slorage - % - 8 - 003 -
3 OfR&D 234 165 1% 130 3 812 £1,902244 3 158,520
5 Warehouss 111,233 7% 76 8 7.40 2833339 3 59,445
[VECENT
[ Vacant {\Worcester - ew Sood 1) 10,000 Indusina E ] E - 3 -
Aacant {1060 Mibury Smeed 116,521 Indusiria k7 3 - 5 -
W Vacant {Fustcratt Foad) 155 285 + Warghouse - ] - 3 - ] -
3 Total Vacant LRl 18 FLE ] A0L00 - -
TOTAL TA00 000 00w oo Bro. 02 oe0Ta

Information in this section, “Vertical Capital, LLC”, has been provided by Vertical

% BARCLAYS i
CAPITAL



VERTICAL CAPITAL
INVESTMENT ADVISORS

Technology Platform

Level 2 Surveillance

cdolssuer ltransactionType |saleReason ______lcuslp ___|collaterallD securyNeme _________________________________________lpice _|omount |
Foxe Basin CLO 2003, Ltd SELL BL0037079 LifeCare T/L B $ 9600 $  960,000.00
Coliseum Funding LTD, 1A SELL Tenders 59000GAAS Arvinmeritor Inc - 6.80%2/ 2009 $ 9699 $ 9,914,000.00
South Coast Funding VI, Ltd SELL Written Down 37638RAGT7* GLCR 2004-1A - SYN C Libor+3.30% 03/ 2039 s 0.00 $ 48,725.33
Katonah Il SELL Discretionary Sale 92839UAB3 Visteon Corp. - 8.25% 8/ 2010 s 8225 |$ 8,000.00
Brant Point CBO 1999-1 SELL 12.1() 92839UAB3 Visteon Corp. - 8.25% 8/ 2010 s 8225 % 46,000.00
Avery Point CLO SELL Discretionary Sale 92839UAB3 Visteon Corp. - 8.25% 8/ 2010 $ 8225 |% 23,000.00
Avery Point CLO SELL Discretionary Sale 92839UAB3 Visteon Corp. - 8.25%8/2010 s 8175 S 17,000.00
Katonah Il SELL Discretionary Sale 92839UAB3 Visteon Corp. - 8.25% 8/ 2010 s 81758 6.000.00
Brant Point CBO 1999-1 SELL 12.1@) 92839UAB3 Visteon Corp. - 8.25% 8/ 2010 s 8175 34,000.00
Brant Point CBO 1999-1 SELL 12.1@) 92839UAB3 Visteon Corp. - 8.25%8/2010 s 8275 S 46,000.00
Katonah Ill SELL Discretionary Sale 92839UAB3 Visteon Corp. - 8.256% 8/ 2010 s 8275 % 9.000.00
Katonah Il SELL Credit Risk 92839UACT Visteon Corp. - 7.0%03/2014 s 7725 S 73,000.00
Dresdner RCM Global Investors CBO Il SELL Other 98417K106 XO Holdings Inc - Common Stock s 230 |8 0.87
Dresdner RCM Global Investors CBO Il SELL Other 98417K114, XO Holdings Inc - Warrants K114 s 2297 |s 074
Dresdner RCM Global Investors CBO Il SELL Other 98417K122 XO Holdings Inc - Warrants K122 s 1667 | $ 0.30
Dresdner RCM Global Investors CBO Il SELL Other 98417K130 XO Holdings Inc - Warrants K130 $ 1667 | $ 0.30
Avery Point CLO SELL Discretionary Sale 92839UACT Visteon Corp. - 7.0%03/2014 s 7725 S 59,000.00
Avery Point CLO SELL Discretionary Sale 92839UAB3 Visteon Corp. - 8.25% 8/ 2010 s 8275 |$ 23,000.00
Federated CBO Il, Ltd SELL Tenders 043339CA6 Arvin Industries Inc - 7.125%3/ 2009 $  97.88 $  2,500.000.00
Solar Investment Grade CBO | SELL Defaults 247361YF9 Detta Air Lines - 7.9% 12/ 2009 $ 2813 $  1,000,000.00
Solar Investment Grade CBO | SELL Defaults 247361YF9 Delta Air Lines - 7.9% 12/2009 $ 2838 $ 1,000,000.00
Avery Point CLO SELL 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $  83.00 $ 93,000.00
Katonah Il SELL 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 s 8300 $ 82,000.00
Brant Point CBO 1999-1 SELL 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $  83.00 $  221,000.00
NYLIM High Yield CDO 2001 SELL 87971KAAS Tembec Industries Inc - 8.625% 06/ 2009. $ 6000 $  200,000.00
Knoliwood CDO Ltd! SELL 004421CC5 ACE 2003-TC1 $ 9988 $ 2,220,221.25
Katonah Il SELL Discretionary Sale 911365AN4 United Rentals NA Inc - 6.5% 02/2012 $  99.00 | $  356,000.00
Katonah Il SELL Discretionary Sale 911365AN4 United Rentals NA Inc - 6.5% 02/2012 $ 9900 $  534,000.00
Clydesdale CLO 2003 SELL Credit Risk 36293YACO GSC Holdings Corp - 8.000% - 10/ 2012 $ 9950 $ 25,000.00
Katonah Il SELL Discretionary Sale 880349AHS Tenneco Automotive Inc. - 8.625% 11/2014 EXG FROM 880349AF2 ON 5/20/2005 | $  99.25 §  478,000.00
JWS CBO 2000-1, Ltd SELL Other Comporate Action | 45881KABO Intermet Corporation - 9.75% 06/ 2009 s - |'$ 2,000,000.00
Avery Point CLO SELL Discretionary Sale 880349AHS Tenneco Automotive Inc. - 8.625% 11/2014 EXG FROM 880349AF2 ON 5/20/2005 | $  99.25 $ __ 478,000.00
Avery Point CLO SELL Discretionary Sale 36293YACO GSC Holdings Corp - 8.000%- 10/ 2012 $ 9763 $  137,000.00
Avery Point CLO SELL Credit Risk 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $ 8400 $  227,000.00
Brant Point CBO 1999-1 SELL Credit Risk 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $  84.00 $  539,000.00
Katonah Il SELL Credit Risk 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $ 8400 $  201,000.00
Solar Investment Grade CBO Il SELL Defaults 667280AF8 Northwest Airines Inc - 10.0% 02/ 2009 $  44.00 | $  2,000.000.00
Fort Point CDO | SELL 94981RAG1 WFMBS 2005-AR3 B2 $ 9475 $ 94349072
Ascension High Grade CDO SELL Credit Risk 624581ABO0 Movie Gallery - 11.000%- 05/2012 $ 5650 $  425,000.00
Fort Point CDO Il Ltd SELL 553083CW4 MMCA 2002-3 C $ 9939 $ 97350071
Katonah Il SELL Credit Risk 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $ 8450 $  164,000.00
Brant Point CBO 1999-1 SELL Credit Improved 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $ 8450 $  442,000.00
Avery Point CLO SELL Credit Risk 404216AB9 HLI Operating Co Inc - 10.5% 06/ 2010 $§ 8450 $  185000.00
Avery Point CLO SELL Discretionary Sale 36293YACO GSC Holdings Corp - 8.000%- 10/ 2012 $ 9738 $  412,000.00
Zais Investment Grade Il SELL Defaults 302062AN4 Eximius Capital Funding Ltd - 9.324% 7/ 2011Regs... $ 8050 | $  2,999.826.43
NYLIM High Yield CDO 2001 SELL Credit Risk 87971KAAS Tembec Industries Inc - 8.625% 06/ 2009. $ 5250 $  100,000.00
Brant Point CBO 1999-1 SELL Equity Disposition 868150206 Superior Essex Holdings - Preferred Stock $  83.00 $ 8,348.00
Solar Investment Grade CBO Il SELL Defaults 247126AB1 Delphi Corp - 6.5% 05/ 2009 $  60.75 $ 4,000.000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7550 $  120,000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7400 $  235,000.00
Laguna ABS CDO, Ltd SELL Credit Improved Security | 126694ANS CWHL 2005-19 $§ 9994 | $ 1,268924.02
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7125 $  120,000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7025 $  235,000.00
Putnam Structured Product Funding 2003-1, Ltd. | SELL 251591AG8 DDR 4 5/8 08/01/10 $ 9622 $ 58033825
Putnam Structured Product Funding 20031, Ltd. | SELL 251591AG8 DDR 4 5/8 08/01/10 $ 9622 $ 58033825
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $§ 6925 $  235000.00
Federated CBO Il, Ltd SELL Equity Disposition G93447103 Viatel Holding Bermuda Ltd - Equity s 050§ 444.00
Ascension High Grade CDO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $  64.00 $  1,000,000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $§ 7038 $  235000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7025 $  250,000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7000 $  235,000.00
Hampden CBO SELL Credit 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7050 $  250,000.00
Hampden CBO SELL Credit 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7025 $  250,000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $§ 7025 $  250,000.00
Hampden CBO SELL Credit Risk 235811AK2 Dana Corporation - 6.5% 03/ 2009 $ 7025 $  375000.00
Sherwood Funding CDO Ltd SELL Credit Risk 64352vCM1 NCHET 2003-1 - M4 Libor+3.50% 02/ 2033 $ 9789 $ 5.905.000.00
Sherwood Funding CDO Ltd SELL Credit Risk 64352vCU3 NCHET 2003-2 - M4 Libor+3.6% 01/ 2033 $§ 9794 $ 5607,000.00
Sherwood Funding CDO Ltd SELL Credit Risk 61746RBR1 MSAC 2003-NC6 - B3 Libor+3.75 06/ 2033 $  99.50 | $ 4,000.000.00
Sherwood Funding CDO Ltd SELL Credit Risk 57643LCD6 MABS 2003-WMC2 - M6 Libor + 4.00% 08/ 2033 $ 9963 $  452,890.10
STACK 2004-1 Ltd SELL 784649AHS SSBRV 2001-1 D $ 6925 $ 277577111
Klio Il Funding, Ltd. SELL 36228F525 562 774 GSAMP 2004-SEA2, Class M1 $  99.50  $ 16,480,850.87
Klio Il Funding, Ltd SELL 36228F5Z 562 774 GSAMP 2004-SEA2, Class M1 $  99.50  $ 16,480,850.87
Clydesdale CLO 2003 SELL 36293YACO GSC Holdings Corp - 8.000% - 10/ 2012 s 9938 $ 25,000.00
Duke Funding VI SELL Credit Risk 36228F6C5 774 GSAMP 2004-SEA2 - M4 Libor+2.0% 03/ 2034 $  99.00  $ 3,363.000.00
Duke Funding VI SELL Credit Risk 36228FU20 GSAA 2004-CW1 - B2 5.964% 04/ 2034 $ 9800 $ 255888574
$ 100,080.407.86
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Transparency of Reporting
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Appendix — Anticipated Waterfall Mechanics

Priority of Payments - Interest Waterfall* (pre-Event of Default')

* For illustrative purposes only. | Interest Proceeds |

Please refer to Offering Circular

g"rtf'_'ra' features and further To pay, sequentially (subject to a cap): Taxes, Trustee and Admin and Issuer expenses and
etalls.

Senior Collateral Manager Management Fee

To pay, pro-rata: Hedge Counterparty: Prepaid Swap Counterparty?, CDS/TRS
Counterparty, any outstanding principal balance of Class S Notes drawn to pay CDS
Interest Payments TRS Funding Payments, or Synthetic Asset Intermediation Premium,
and Class S Cumulative Note Interest

To pay, sequentially: Class A-1 Notes and Class A-2 Notes Cumulative Interest P d i e s e el

v Payment to the Investment Swap Agreement
| Class B Notes Cumulative Interest | Deposit to Synthetic Asset Reserve Account
v Pay down Class A Notes Balance
Restore the Investment Swap Agreement drawn to pay CDS Interest Payments, TRS Funding Pay down Class B Notes Balance
Payments, Synthetic Asset Intermediation Premium, or Senior Note Interest

Pass Fail

Pay down any Class S Notes Balance
Payment to the Investment Swap Agreement

Class AB Coverage Test

v Deposit to Synthetic Asset Reserve Account
| Class C Notes Current Interest | , Pay down Class A Notes Balance
Fail Pay down Class B Notes Balance

Class C Coverage Test Pay down Class C Notes Balance

| Class C Notes Deferred Interest Amount, if any |

v Pay down any Class S Notes Balance
| Class D Notes Current Interest | Payment to the Investment Swap Agreement
Deposit to Synthetic Asset Reserve Account
Class D Coverage Test? Pay down Class A Notes Balance
Pay down Class B Notes Balance
Pay down Class C Notes Balance
Pay down Class D Notes Balance

| Class D Notes Deferred Interest Amount, if any

| Class E Notes Current & Deferred Interest |

Class E Coverage Test Pay down Class E Notes Balance

| Accrued & Unpaid Trustee and Issuer Expenses to the Extent Not Previously Paid |

v

TEODs will include Class A-1 EOD Ratio falling below 100% and
Class S Note Issuance EOD. Following an EOD, all liquidated

| Subordinate Collateral Manager Management Fee | interest and principal proceeds will be used to pay liabilities
v sequentially, in order of priority
If Auction Call is unsuccessful, to pay down the Notes in reverse sequential order starting 2 Structuring fees and upfront expenses expected to be financed
with Class E Notes through a prepaid swap

3 Will also result in termination of Reinvestment Period

"” BA RC LAYS | lncomz Notes
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Appendix — Anticipated Waterfall Mechanics
Priority of Payments — Principal Waterfall* (pre-Event of Default')

* For illustrative purposes only. | Principal Proceeds |
Please refer to Offering Circular

for final features and further
details. To pay, sequentially (to the extent not paid in the Interest Waterfall): Taxes, Trustee and

Admin fees and expenses, Issuer expenses and Senior Collateral Manager Management Fee

2

To pay, pro-rata (to the extent not paid in the Interest Waterfall):
Hedge Counterparty, Prepaid Swap Counterparty2, CDS/TRS Counterparty, any outstanding
principal balance of Class S Notes drawn to pay CDS Interest Payments, TRS Funding

Payments, or Synthetic Asset Intermediation Premium, and Class S Note Cumulative Pay down any Class S Notes Balance
Interest Payment to the Investment Swap Agreement
A 4 Deposit to Synthetic Asset Reserve Account
To pay, sequentially (to the extent not paid in the Interest Waterfall): Pay down Class A Notes Balance
Class A-1 Notes, Class A-2 Notes, and Class B Note Cumulative Interest Fail Pay down Class B Notes Balance
ai

Class AB Coverage Test
Pass

Pay down any Class S Notes Balance
| Payment to the Investment Swap Agreement
Deposit to Synthetic Asset Reserve Account

| Payments to the Investment Swap Agreement

Pay down Class A Notes Balance
Pay down Class B Notes Balance
Pay down Class C Notes Balance

After Reinvestment Period, to pay down any outstanding balance of the Class S Notes and
fund the Synthetic Asset Reserve Account3

| Class C Notes Current Interest to the extent not paid in the Interest Waterfall* |

Fail Pay down any Class S Notes Balance
Payment to the Investment Swap Agreement
(€551 Cover?Test Deposit to Synthetic Asset Reserve Account
Pay down Class A Notes Balance

| Class C Notes Deferred Interest Amount to the extent not paid in the Interest Waterfall* | Pay down Class B Notes Balance

A 4
| Class D Notes Current Interest to the extent not paid in the Interest Waterfall> | PPay down Class C Notes Balance
Fail ay down Class D Notes Balance
Class D Coverage Test6
Pass TEODs will include Class A-1 EOD Ratio falling below 100% and Class S
| Class D Notes Deferred Interest Amount to the extent not paid in the interest waterfall> | Note Issuance EOD. Following an EOD, all liquidated interest and
principal proceeds will be used to pay liabilities sequentially, in order of
| Class E Notes Current & Deferred Interest to the extent not paid in the interest waterfall” | priority
* 2 Structuring fees and upfront expenses expected to be financed through
| During Reinvestment Period To Principal Collection Account For Reinvestment | a prepaid swap
3 So long as the Synthetic Asset Balance exceeds the amounts available
under the ISA and the Synthetic Asset Reserve Account
After Reinvestment Period to Pay Down the outstanding principal balances of the Notes 4 Class C Notes interest is payable only if Super-Senior Note, CDS Reserve
Sequentially Account, Class A, and B are paid in full
5 Class D Notes interest is payable only if Super-Senior Note, CDS Reserve
Accrued & Unpaid Trustee & Issuer Expenses and Subordinate Collateral Manager Account, Class A, B, and C are paid in full
Management Fee to the Extent Not Previously Paid 6 Will also result in termination of Reinvestment Period
v 7 Class E Notes interest is payable only if Super-Senior Note, CDS Reserve

Income Notes Account, Class A, B, C, and D are paid in full
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Appendix — Vertical Capital, LLC Key Personnel
Brett T. Graham

Managing Partner

Mr. Graham serves as Vertical’'s Chief Investment Officer and has oversight of the company’s portfolio management
activities. He is a member of the company’s Investment Committee as well as its Board of Directors and has been with the
company since it began operations. Mr. Graham co-manages the business activities of Vertical Capital in conjunction with
Mr. Pearce. He was formerly a Senior Managing Director of Bear, Stearns & Co., Inc where he worked beginning in 1987.
Most recently at Bear Stearns in London he managed the firm’s International Debt Capital Markets Department (Europe &
Asia) from 1993-2001, and was Co-Head of the Global Debt Capital Markets (“DCM”) business. While in London Mr.
Graham was also a member of Bear Stearns’ European Management Committee. From 1990-1993, Mr. Graham directed
Bear Stearns’ activities in developing an ABS/MBS market in Europe. Prior to this, Mr. Graham was an Associate in Bear
Stearns’ Mortgage Backed Securities Department in New York focusing on Research, Liability Management for Financial
Institutions and Product Development. Mr. Graham worked at Morgan Stanley in New York from 1985-1987 prior to
joining Bear Stearns. He holds a B.A. from the University of California at Berkeley.

Thomas M. Pearce

Managing Partner

Mr. Pearce serves as Vertical's Chief Financial Officer as well as Chief Operating Officer and has oversight of the company's
finance and operations. He is a member of the company's Board of Directors as well as its investment committee and has
been with the company since inception. Mr. Pearce co-manages the business activities of Vertical in conjunction with Mr.
Graham. Additionally he serves as a portfolio manager in the ABS and real estate sectors. Prior to forming Vertical Capital,
Mr. Pearce was CEO and a co-founder of Peachtree Financial LLC, an Atlanta-based commercial finance company
organized with the financial backing of Arthur J. Gallagher & Co. (NYSE:AJG) and First Union Securities. He initially served
as that company's chief financial officer before being named CEO by the board of directors. Prior to forming Peachtree in
1998, Mr. Pearce was a Managing Director with Bear, Stearns & Co., Inc. where he was employed for more than 11 years,
both in New York and Atlanta where he held senior positions in institutional fixed income as well as the Financial Services
Group. In addition to experience across the credit sensitive ABS, MBS, CMBS and CDO arenas, Pearce specialized in the
development of risk management solutions for a variety of financial institutions. Mr. Pearce began his career at Bear
Stearns in the mortgage research department (F.A.S.T). He began his investment banking career in 1985 at the Paine
Webber Group in New York City. He is a graduate of Washington and Lee University.

* BARCLAYS Note: All information on this page has been supplied by Vertical Capital, LLC
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Appendix - Key Personnel (continued)
Kem H. Blacker

Partner

Mr. Blacker serves as a senior portfolio manager focused in the ABS, MBS and CDO sectors as well as serving on the
company's Investment Committee. He has been with the company since inception. Prior to forming Vertical, Mr. Blacker
was formerly a founding partner of CGA Group and Managing Director for CGA investment management ("CGAIM"), a
firm that specialized in securitized asset investing (ABS, CDOs, CMBS). As a member of CGAIM's investment committee
and Managing Director of CGAIM's portfolio management group, he participated in the firm's investment decisions and
was responsible for funding and hedging the firm's $3 billion investment portfolio of securitized assets. Prior to joining
CGA in 1996, Mr. Blacker was at Financial Guaranty Insurance Company ("FGIC") since its inception in 1984. He served in
a variety of functions at FGIC, most recently as Senior Product Manager in the Capital Markets Group, where he invested
in securitized assets and organized AAA-rated, off-balance sheet investment vehicles. Mr. Blacker established FGIC's
London office in 1990 and served as Director of Marketing & New Products in Europe for 3 years where he implemented
several proprietary offshore investment vehicles. Before moving to London Mr. Blacker was Director of FGIC's MBS
business and established it as the leader in the sub-prime/home equity mortgage market. He is a graduate of the
University of California at Davis.

Mary F. Davenport

Partner

Ms. Davenport is an Investment Committee member and serves as a senior portfolio manager focused on commercial real
estate mortgage backed securities, real estate CDO's and commercial real estate related investments. she joined Vertical
Capital from American Capital Access (ACA), where she was a Director in the Structured Finance and Asset Management
Group since inception in 2001. Ms. Davenport was responsible for the establishment of investment guidelines, analysis
and ongoing surveillance for corporate credits, commercial real estate credits and related assets. Ms. Davenport managed
a portfolio of approximately $1 billion in CMBS conduit securities, large loan floating rate transaction securities, and REIT
debt. Ms. Davenport was a voting member on both the ABS and Corporate Credit Committees. Prior to joining ACA, Ms.
Davenport was a Partner with Syntagma, Inc, a consulting company specializing in commercial real estate related
transactions, corporate financings and bank balance sheet advisory. From 1990 - 1992, Ms. Davenport was a Credit
specialist for the Federal Deposit Insurance Corporation, responsible for the analysis, management and disposition of
assets held in multiple receivership accounts in excess of $2 billion. Ms. Davenport began her career in 1980 at Merrill
Lynch & Company as a financial consultant in investment advisory services. Ms. Davenport holds a B.A. in French &
Economics from Trinity College.
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Beth A. Ferraro

Partner

Ms. Ferraro is a senior portfolio manager focused on the ABS and MBS marketplace and is a member of Vertical's
Investment Committee. She joined Vertical from Alliance Capital Management, LP ("Alliance"), where she was a senior
portfolio manager and Vice President from 1997 to 2004 in the Structured Asset Strategies Fixed Income
Group. Ms. Ferraro was responsible for managing accounts comprised of senior and mezzanine ABS, MBS and CMBS
valued at approximately $6 billion among several strategies, which included hedge fund, CDO, conduit, insurance,
institutional, mutual fund and high net worth individual portfolios. Prior to Alliance she was a Vice President and portfolio
manager for Amalgamated Bank of New York and was responsible for managing total return accounts, specializing in
mortgage-backed securities. Ms. Ferraro was a global fixed income analyst for Fiduciary Trust Company International and
an economic analyst for the chief economist at Barclays de Zoete Wedd. Ms. Ferraro, a cum laude graduate of Clark
University, holds a B.A. and B.S. in economics and Business Management and an M.B.A. in Finance from New York
University's Leonard N. Stern School of Business.

Jennifer Winterberg, CFA

Partner

Ms. Winterberg is a senior portfolio manager focused on the CDO sector. She is a member of Vertical’s Investment
Committee and has been with the company since it began operations. Ms. Winterberg joined Vertical from Metropolitan
Life Insurance Company (“Met Life”), where she was a Director in the Asset-Backed Securities Unit from 2000 to 2002. At
Met Life, she was the lead CDO analyst, responsible for a $1.3 billion portfolio of CDO investments across all levels of the
capital structure. Ms. Winterberg is experienced in analysis and valuation of cash flow, market value and synthetic CDO
structures in a variety of asset sectors. Prior to assuming this role, she was a Team Leader and credit analyst in Met Life's
Bank Loan Unit from 1998 to 2000, where she was responsible for a portion of Met Life's leveraged bank loan portfolio in
a variety of industries. Prior to working at Met Life, Ms. Winterberg was a banker in the Chemicals & Pharmaceuticals
Department of Citicorp Securities after completing Citicorp's management associate training program. Prior to this, she
held various positions as a banker and credit analyst at Kredietbank NV. Ms. Winterberg holds a B.A. in History and
Political Science from Duke University, an M.S. from the London School of Economics and an M.B.A. in
Finance/International Business from New York University's Leonard N. Stern School of Business. She is also a CFA Charter
holder.
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Chris Porcelli

Director

Mr. Porcelli heads the company’'s modeling and structuring efforts and is responsible for development and
implementation of the company’s proprietary analytical and risk management systems. He was formerly a Vice President
with American Capital Access (ACA) in the Structuring and Quantitative Group since its formation in 2001. His duties
included responsibility for the development of ACA’s collateral monitoring, surveillance and investor reporting systems.
Prior to joining ACA, Chris was a Vice President with Bear, Stearns & Co., Inc. within the FAST department where he
modeled CDOs and supported the firm’s secondary CDO trading activities. He has extensive experience modeling a wide
variety of CDO transactions (emerging market, high yield, ABS) in addition to performing in-depth cash flow and stress
analysis used to trade CDOs. He also streamlined the systems utilized by Bear Stearns and enhanced its secondary trading
and risk monitoring capabilities. In addition to his expertise in the structured credit securities markets, Mr. Porcelli has an
extensive computer programming and systems background. Prior to joining Bear Stearns in 1998, he graduated from
Columbia University from the school of Engineering and Applied Sciences with a B.S. in Computer Sciences.

Titus Abraham

Vice President

Mr. Abraham is responsible for the surveillance and monitoring function of the firm's ABS portfolio as well as supporting
the Company's ABS portfolio management efforts from a research perspective. He joined Vertical Capital from Alliance
Capital, where he was an Assistant Vice President and research analyst in the Structured Asset Research group. At
Alliance, Mr. Abraham was responsible for the development and implementation of the firm's surveillance system that
tracked the performance of Alliance's $5 billion holdings in various ABS and CDO securities. As a member of Alliance's
research staff, Mr. Abraham analyzed and recommended securities for the firm's various trading strategies, which
included assets for short duration, hedge fund, sector rotation, and asset backed conduit portfolios. Prior to joining
Alliance Capital in November 1999, Mr. Abraham was at the Institutional Trust Group at JP Morgan Chase; involved in
various aspects of deal structuring and investor reporting relating to asset securitizations. Mr. Abraham received his
Bachelors in Business Administration from Hofstra University.
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Appendix — Risk Factors

Risk Factors

An investment in the securities described herein, if such offering is consummated, will involve certain risks. A detailed list of risk factors will be
included in the offering documents (including the preliminary and final versions thereof). Set forth below is a summary description of certain of
the risks to which an investor in the securities would be subject. This summary description is not and does not purport to be a complete list of the
risks inherent in a debt or equity investment. These summary risks will be described in greater detail in the offering documents (together with
additional risks). An investor should not make any decision to invest in the securities until after such investor has had an opportunity to read and
review carefully the offering documents.

u Risk of Subordinate Asset-Backed Securities. 1t is expected that substantially all of the collateral and reference obligations will consist of asset-
backed securities that are subordinate in right of payment to other securities that are secured by or represent an ownership interest in the same
pool of assets. In addition, the underlying documents for many of the items of collateral provide for the diversion of payments of interest and/or
principal to more senior classes when the delinquency or loss experience of the pool exceeds certain levels. In certain circumstances, payments of
interest may be reduced or eliminated for one or more payment dates, which may adversely affect the ability of the Issuer to pay principal and
interest in respect of the Notes. Subordinate asset-backed securities have a higher risk of loss than more senior classes as a result of delinquencies
or losses on the underlying assets. Additionally, as a result of cash flow being diverted to payments of principal on more senior classes, the average
life of such securities may lengthen. As a result of such reduction, elimination or diversion, funds available to the Issuer to pay interest, principal
and expenses could be reduced. Subordinate asset-backed securities generally do not have the right to call a default or vote on or direct remedies
following a default unless more senior securities have been paid in full. Moreover, as a holder of a synthetic asset via a Credit Default Swap, the
Issuer will have no voting rights with respect to the reference obligation. As a result, a shortfall in payments to subordinate investors will generally
not result in a default being declared on the transaction and the transaction will not be restructured or unwound. Finally, because subordinate
asset-backed securities may represent a relatively small percentage of the size of the asset pool being securitized, the impact of a relatively small
loss on the overall pool may be substantial on the individual subordinate asset-backed security.

[ | Default and Yield Considerations. Securities such as those included in the collateral typically bear the risk of loss or other shortfalls with respect to
the underlying assets prior to any classes of securities which are senior to such securities and as a consequence are extremely sensitive to the
delinquency and loss performance of the underlying assets. Any such losses and other shortfalls with respect to the collateral will be borne first by
the holders of the Income Notes and then by the holders of the Rated Notes then outstanding in their reverse order of the seniority of such classes
of rated notes. Further, the rate at which principal payments will be received on the securities will be dependent on the rate of principal payments
(including prepayments) on the underlying assets and may fluctuate significantly over time. Such fluctuations will affect the yield to the Issuer, as
holder of such securities which in turn may affect the Issuer’s ability to make timely payments on the Notes.

| Default Rates. Reliable sources of statistical information do not exist with respect to the default rates for the type of securities represented by the
collateral. Moreover, the available information may not be indicative of future performance. Should increases in default rates occur with respect to
the types of collateral comprising the collateral, the actual default rates of the collateral may exceed the hypothetical default rates used in the
performance tables shown herein. Prospective investors in the Securities should consider and determine for themselves the likely level of defaults
and the level and timing of recoveries on the collateral during the term of the transaction.

u Dependence on Manager or Servicer Performance. In addition to performance by the Collateral Manager with respect to the selection of collateral,
the performance of the collateral itself is or may be dependent upon the performance of a manager, advisor, servicer or special servicer of the
underlying assets.
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Risk Factors

[ | Credit Exposure to Reference Portfolio. On the issue date, the Issuer will enter into credit default swaps, pursuant to which the Issuer will sell credit
default protection with respect to the reference portfolios of asset-backed securities and CDO securities (the “Reference Portfolio”). If between the
issue date and the expected termination date of the credit default swap, a credit event occurs with respect to a reference obligation in the
Reference Portfolio, the Issuer will pay the counterparty the amount of the write-down or principal loss, or if the counterparty elects to physically
settle the reference obligation, the notional amount of such reference obligation times the reference price. In return for credit default protection,
the counterparty will pay the Issuer a premium. All Notes are subordinated to payment of losses under the credit default swaps and to certain
payments under the credit default swaps in connection with a termination event. The principal amount of Notes may be reduced by such loss or
termination payments. The magnitude of such losses will be affected by the number of credit events and the recovery amount of any delivered
reference obligations and the timing of such credit events.

[ Credit Exposure to Swap Counterparty. The ability of the Issuer to meet its obligations under the Notes will be dependent on its receipt of
payments from the counterparty under the credit default swaps. Consequently, investors in the Notes will be exposed not only to the
creditworthiness of the reference obligations but also to the creditworthiness of the counterparty to perform its obligations under the credit
default swaps. The insolvency of a counterparty or a default by it under a credit default swap would adversely affect the ability of the Issuer to pay
amounts when due under the Notes and could result in a withdrawal or downgrade of the ratings on the Notes.

u Termination of the Credit Default Swaps. Pursuant to the credit default swaps, the Issuer or the counterparty will each have the right to terminate
the credit default swaps in specified circumstances. In such event, the Issuer also may be required to make substantial termination payments to the
counterparty and such payments would reduce the amounts available to make payments on the Notes. The Issuer may not have sufficient funds to
make payments when due on the Notes and may not have sufficient funds to redeem the Notes.

u Reference Assets Will Possess Inherent Risks. These include, among other things, credit, liquidity and interest rate risk, the financial condition of the
underlying obligors, general economic conditions, market price volatility, the condition of certain financial markets, political events and
developments or trends in any particular industry or geographical area.

u Reinvestment Risk. There can be no assurance that, in the event that the collateral prepays, spreads will be at the same levels as when the original
collateral was acquired. To the extent prepaid collateral is reinvested into lower spread assets, this will result in a reduction of the amounts
available for payment on the Notes.

u Tax Considerations. Special tax consideration may apply to certain types of taxpayers. Prospective investors are urged to consult with their own
tax advisors to determine any tax implications of this investment.
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Risk Factors

u Redemption; Diversion of Cash. The securities will be subject to redemption under certain circumstances described in the offering documents
(including, under certain circumstances, upon the failure of certain financial coverage tests to be satisfied). Any such redemption may cause the
economic return from an investment in the securities to vary from the expected economic return. In addition, the failure to satisfy certain financial
coverage tests could result in an elimination, deferral or reduction in the payments to be made to holders of one or more classes of Notes or
Income Notes, which could adversely impact the economic return realized by such holders.

u Average Life of the Securities. The average life of each class of securities is expected to be shorter than the number of years until their stated
maturity. Such average lives will be affected by numerous factors described in the offering documents.

u Nature of Collateral. The collateral underlying the securities will consist primarily of securities (and synthetic assets referencing such 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. Such underlying securities will be subject to credit, liquidity, interest
rate, market, operations, fraud and structural risks. The underlying securities and certain risks arising from their ownership by the Issuer will be
described in more detail in the offering documents.

u Limited-Recourse Obligations. The securities will be limited-recourse obligations, payable solely from an identified pool of assets. No recourse may
be had to any person or entity other than to the Issuer in respect of such collateral in respect of payments or distributions on securities.

[ | Volatility due to Leverage. Any investment in subordinate securities will represent a leveraged investment. Utilization of leverage is a speculative
investment technique and involves certain risks to investors, particularly to investors that bear the first risk of loss. The use of leverage generally
magnifies opportunities for gain and risk of loss.

u Relation to Prior Investment Results. Any prior investment results of any person or entity described herein will not be indicative of the Issuer’s
future investment results. Such results are intended only to give potential investors information concerning the general experience of the relevant
person or entity as an asset manager or adviser and are not intended as a representation or warranty by Vertical or Barclays or any other person or
entity as to the actual composition of or performance of any future investments that would be made by the Issuer. The nature of, and risks
associated with, the Issuer’s future investments may differ substantially from (and will be subject to constraints that were not applicable to) 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, or in a manner similar to, the past investments of any such persons or entities.
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[ | Potential for Interruption and Deferral of Cash Flow. If certain minimum collateral par value ratios, interest coverage ratios are not met (e.g., due to
collateral defaults), then cash flow that otherwise would have been available to pay the subordinated classes of Notes including the Income Notes,
would instead be used to redeem the Notes until the ratios again exceed the minimum required levels or such Rated Notes are paid in full. This
could result in an elimination, deferral or reduction in the cashflow to the Notes, which may adversely impact the pre-tax and after-tax returns.

u Projections, Forecasts and Estimates. Any projections, forecasts and estimates contained herein are forward-looking statements and are based upon
certain assumptions that are disclosed herein. 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.

Certain hypothetical performance analyses are based on assumptions that may prove to be incorrect. Prospective investors should understand
those assumptions and evaluate whether they are appropriate for their purposes. Certain analyses are based on mathematical models that use
hypothetical inputs to calculate results. As with all models, results may vary significantly depending upon the values of the inputs used. Models
used in any analysis may be proprietary, making the results difficult for any third party to reproduce. Moreover, hypothetical performance analyses
will address only certain aspects of the characteristics of the securities and will not provide a complete assessment of the results that may follow
from all possible contingencies (including default, interest rate and other scenarios and certain economic features of the securities, including call
features and cash flow diversion events). Prospective investors should consider whether the behavior of these securities should be tested based on
assumptions different from those used to prepare these analyses.

[ | Limited Liquidity and Restrictions on Transfer. There is currently no market for the securities and it is unlikely that a secondary market for the
securities will develop. Additionally, the securities will not be registered under any federal or state securities laws, and such securities are being
issued and sold in reliance upon exemptions from registration provided by such laws. The securities will be subject to certain transfer restrictions
and will only be transferable to certain permitted transferees to be identified in the offering documents. Furthermore, the Issuer will restrict
ownership of any interests in the Income Notes so that no assets of the Issuer will be deemed to be “plan assets” subject to ERISA and/or Section
4975 of the Internal Revenue Code. Consequently, an investor in the securities must be prepared to hold for an indefinite period of time or until
maturity or redemption.
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u Conflicts involving Vertical. Various potential and actual conflicts of interest may arise from the overall advisory, investment and other activities of
Vertical, its affiliates or any funds or accounts managed by Vertical and its other clients and employees. The following briefly summarizes some of
these conflicts, but is not intended to be an exhaustive list of all such conflicts.

Vertical and its affiliates, may, subject to and in accordance with their respective permitted business activities and applicable law, invest for their
own account, or for the account of others, in a variety of investments and/or make recommendations or provide advice to other persons in relation
to any such investments, that would or may be appropriate as security for the Notes and have no duty in making such investments to act in a way
that is favorable to the Issuer or the holders of the Notes. Such investments may be the same as, similar to or different from those made on behalf
of the Issuer. None of Vertical or its affiliates has any obligation to recommend and/or advise the Issuer to make such investments or to inform the
Issuer of any investments made with or by other funds or accounts that Vertical or its affiliates manage or advise. Vertical may make investments
on behalf of the Issuer in asset backed securities or other assets that it has declined to purchase for its own account, the account of any of its
affiliates or the accounts of any of its other clients. If a determination is made that the Issuer and another client of Vertical or any of its affiliates
should trade in the same asset backed securities or other assets on the same day, such trades will be allocated between the Issuer and other
accounts in a manner that Vertical and its affiliates determined in their discretion and in accordance with applicable law. Circumstances may occur
in which such an allocation could have an adverse effect on the price or the size of the asset backed security or other asset that is obtainable or
available for sale by the Issuer or the other client.

Each of Vertical and its affiliates and clients may have economic interests in or other ongoing relationships with, render services to or engage in
transactions with persons whose obligations or securities are pledged to secure the Notes. The purchase, holding and sale of such securities by the
Issuer may enhance the profitability of any of Vertical’s or its affiliates’ or clients’ investments in securities of such persons. Each of Vertical and its
affiliates and clients may also own, directly or through other funds it manages, equity or debt securities issued by issuers of and obligors on CDO
assets which assets may be senior to, or may have interests which differ from, or are adverse to, the interests of the Issuer as a holder of the CDO
assets. As a result, officers or affiliates of Vertical may possess information relating to issuers of CDO assets that is not known to the individuals at
Vertical responsible for monitoring the CDO assets. None of Vertical, its affiliates and their respective shareholders, members, managers, partners,
directors, officers, employees, attorneys and agents will have liability to the Issuer or any holder of any Note for failure to disclose such information
or for taking, or failing to take, any action based upon such information. Each such ownership or other relationship may also result in securities
laws restrictions on transactions in the CDO assets held by the Issuer and otherwise create conflicts of interest that may be detrimental to the
Issuer. In such instances, each of Vertical and its affiliates may in their discretion make investment recommendations and decisions with respect to
other accounts that may be the same as or different from those made with respect to the Issuer’s investments, and may cause Vertical to cause the
Issuer to take or refrain from taking action in respect of CDO assets that is detrimental to the interests of the holders of the Notes.

Vertical may also effect client cross transactions in accordance with applicable law where Vertical causes a transaction to be effected between the
Issuer and another account advised by Vertical or any of its affiliates. Client cross transactions may enable Vertical to purchase or sell a block of
securities for the Issuer at a set price and possibly avoid an unfavorable price movement that may be created through entrance into the market
with such purchase price or sell order.

Although the professional staff of Vertical will devote as much time to the Issuer as Vertical deems appropriate, the staff may have conflicts in
allocating their time and services equitably among the Issuer and the Vertical’'s and their affiliates’ other accounts.
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Risk Factors

[ ] Confflicts involving Vertical (continued)
Each of Vertical and its affiliates and clients may own Notes from time to time. Vertical, its affiliates and related parties are not required to own or
hold any Notes and may sell any Notes held by them at any time.

The Collateral Management Agreement and the Indenture place significant restrictions on Vertical’s ability to manage the Collateral. Accordingly,
during certain periods or in certain specified circumstances, as a result of the restrictions set out in the Collateral Management Agreement and the
Indenture, Vertical may be unable to take actions which it might consider to be in the best interest of the Issuer.

On each Payment Date, to the extent of the funds available pursuant to the priority of payments set forth in the Indenture, Vertical will be entitled
to receive the Senior Collateral Management Fee, the Subordinate Collateral Management Fee and the Incentive Collateral Management Fee. The
existence of the fees may create various potential and actual conflicts of interest for Vertical.

[ | Dependence on Vertical and its key personnel. The Issuer has no employees and is dependent on the employees of Vertical to make decisions on
the Issuer’s behalf in accordance with the terms of the Indenture and the Collateral Management Agreement. As a result, the success of the Issuer
will be highly dependent on the financial and managerial expertise of the investment professionals of Vertical. In the event that one or more of the
investment professionals of Vertical were to leave Vertical or were reassigned internally, Vertical would have to re-assign responsibilities internally
and/or hire one or more replacement employees. The loss or reassignment of key personnel of Vertical could have a material adverse effect on the
performance of the Issuer.

[ No relation to prior investment results. The prior investment results of Vertical and the services associated with Vertical 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.
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