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LEHMAN BROTHERS

Date: 21 November, 2006

To: Credit Industriel et Commercial (“Party B™)

From: Lehman Brothers Special Financing Inc. (“Party A™)

RE: Credit Derivative Transaction on Mortgage-Backed Security with Pay-As-You-Go or

Physical Settlement (Form I) (Dealer Form)

Ref: Risk ID: 382521 / Effort ID: N948052 / Global Deal TD: 2508537

The purpose of this letter (the “Confirmation™) is to confirm the terms and conditions of the
Credit Derivative Transaction relating to a mortgage-backed secuzity reference obligation entered into
between us on the Trade Date specified below (the “Transaction™. This Confirmation constitutes a
“Confinnation” as referred to in the ISDA Master Agreerent specified below.

The definitions and provisions contained in the 2003 ISDA Credit Derivatives Definitions (the
“Credit Derivatives Definitions™), as published by the Intemational Swaps and Derjvatives Association,
Inc.. are incorporated into this Confirmation. In the event of any inconsistency between the Credit
Derivatives Definitions and this Confirmation, this Confirmation shall govem.

This Confimmation supplements, forms a part of, and is subject to, the ISDA Master Agreement,
dated as of 10 September, 1993, as amended and supplemented from time to time (the “Agreement™),
between you and us. All provisions contained in the Agreement govern this Confirmation except as
expressly tnodified below.

References in this Confirmation to the “Reference Obligation” shall be 1o the terms of the
Reference Obligation (as defined below) set out in the Underlying Instruments (as defined below) as
amended from time to time unless otherwise specified below.

The texrms of the Transaction to which this Confirmation relates are as follows:

1. General Terms:
Trade Date: 11 May, 2000
Effective Date: 24 May, 2006

Scheduled Termination Date: Subject to paragraph 5, the Legal Final Maturity Date of
the Reference Obligation, subject to adjustment in
accordance with the Following Business Day Convention.

LEHMAN BROTHERS SPECIAT FINANCING INC.
LEHMAMN ERQTHERS INC.
745 SEVENTH AVENUE, NEW YORK NY 100192

FOIA CONFIDENTIAL TREATMENT REQUESTED BY LBEX-DOCID 3678372
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Termination Date:

Floating Rate Payer:
Fixed Rate Payer:
Calcnlation Agent:
Calculation Agent City:

Business Day:

Business Day Convention:

Reference Entity:

Reference Obligation:

Reference Policy:
Reference Price:

Applicable Percentage:

CIAL MARCHE 0388377193

NE 482 P.

The last to occur of:

(a) the fifth Business Day followng the Effective
Maturity Date;

1s)] the last Floating Rate Payer Payment Date;
(c) the last Delivery Date; and
(d) the last Additional Fixed Amount Payiment Date;

subject to Non-delivery by Buyer or QOccurrence of the
Effective Maturity Date provision below.

Party A (the “Seller”).
Party B (the “Buyer™).
Party A

New York

New York, London _

Following (which, with the exception of the Effective
Date, the Final Amortization Date, each Reference
Obligation Payment Date and the period end date of each
Eeference Obligation Calcvlation Period, shall apply o
any date referred to in-this Confirmation that falls on a day
that is not a Business Day).

Belle Haven ABS CDO 2006-1, Ltd.

The obligation identified as follows:

Tssuer: The Reference Entity
CUSIP/ISIN: TSGOOGOHAAZ

Legal final maturity date: 05 July, 2046

Criginal Principal Amount: USD 1,700,000,000.00
Initial Factor: 1.00

Coupon: 3mth LIBOR + 25bps

Section 2.30 of the Credit Derivatives Definitions shall not
apply.

Not applicable
100%
Omn any day, a percentage equal to A divided by B.

“A” means the product of the Initial Face Amount and the

2

Rigk I 382521 / Effort ID: N948052 / Global Deal ID: 2508537
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Initial Factor as decreased on each Delivery Date by an
amount equal to () the outstanding principal balance of
Deliverable Obligations Delivered to Seller (as adjusted by
the Relevant Amount, if any) divided by the Current
Factor on such day mualtiplied by (b) the Initial Factor.

“B" means the product of the Qriginal Poncipal Amount
and the Injtial Factor;

(2) as incteased by the outstanding principal balance
of any further issues by the Reference Entity that
are fungible with and form part of the same legal
series as the Reference Obligation; and

2] as decreased by any cancellations of some or all of
the Outstanding Principal Amount resulting from
purchases of the Reference Obligation by or on
behalf of the Reference Entity.

Initial Face Amount: USD 170,000,000.00
Reference Obligation Notional — On the Effective Date, the product of:
Armount: ST
{a) the Original Principal Amount;
(b) the Initial Factor; and
' ()  the Applicable Pefcentage.

Following the Effective Date, the Reference Obligation

Notional Amount will be;

i) decreased on each day on which a Prncpal
Payment is wmade by the relevant Principal
Payment Amount;

Gi) decreased on the day, if any, on which a Failure to
Pay Principal occurs by the relevant Principal
Shortfall Amount; and,

(1ii)  decreased op each Delivery Date by an amount
equal to the relevant Exercise Amount minus the
amount determined pursuant to paragraph (b) of
“Fhysical Settlement Amount” below, provided
that if any Relevant Amount is apphlicable, the
Exercise Amount will also be deemed to be
decreased by such Relevant Amount (or increased
by the absolute value of such Relevant Amount if
such Relevant Amount is negative) with effect
from such Delivery Daie;

]
Risk 1D+ 382521 / Effort [0: N948052 / Global Desl ID: 2508537
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provided that i the Reference Obligation Notional
Amount would be less than zero, it shall be deemed to be

Zero.
Initial Payment: Not applicable
2, Fixed Payments:
Fixed Rate Payer: Buyer
Fixed Rate: 0.13% per annum; subject to adjustment in accordance
with paragraph 5 below.,
Fixed Rate Payer Period End The first day of each Reference Obligation Calculation
Date: Period.
Fixed Rate Fayer Payment Each day falling five Business Days after a Reference
Dates: Obligation Payment Date; provided that the final Fixed
Rate Payer Payment Date shall fall on the fifth Business
Day following the Effective Maturity Date.
Fixed Amount: With respect to any Fixed Rate Payer Payment Date, an
amount equal to the product of:
(a)  the Fixed Rate;
C e (b) the Reference Obligation Notional Axnount
R outstanding on the last day of the Reference
Obligation Calenlation Period related to such
Fixed Rate Payer Payment Date, as adjnsted for
any increases or decreases of the Reference
Obligation Notional Aroount on the Reference
Obligation Payment Date immediately preceding
the related Reference Obligadion Payment Date;
and,
(¢)  the actual number of days in the related Fixed
Rate Payer Caleulation Peniod divided by 360.
Additional Fixed Amount (a) Each Fixed Rate Payer Payment Date; and
Payment Dates:

(b) in relation to each Additiopal Fixed Payment
Event occwrring after the second Business Day
prior to the last Fited Rate Payer Payment Date,
the fifth Business Day after Buver has received
notification from Seller or the Calculation Agent
of the occurrence of such Additional Fixed
Payment Event.

4
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Additional Fixed Payments: Following the ocourrence of an Additional Fixed
Payment Event in respect of the Reference Obligation,
Buyer shall pay the relevant Additional Fixed Amount to
Seller om the first Additional Fixed Amount Payment
Date falling at least two Business Days (or in the case of
an Additional Fixed Payment Event that occurs after the
second Business Day prior to the last Fixed Rate Payer
Payment Date, five Business Days) afier the delivery of a
notice by the Calculation Agent to the patties or by Seller
to Buyer stating that the related Additional Fixed
Amount is due and showing in reasonable detail how
such Additional Fixed Amount was determined; provided
that any such notice must be given on or prior to the fifth
Business Day following the day that is one calendar year
after the Effective Maturity Date.

Additional Fixed Payment Event: The occurrence on or after the Effective Date and on or
before the day that is one calendar year after the
Effective Maturity Date of a Prncipal Shorifall
Reimbursement or an Interest Shortfall Reimbursement.

Additional Fixed Amount: With respect to each Additional Fixed Amount Payment
' Date, an amount equal to the sum of:

(a) the Principal Shortfall Reirbursement FPayment
Amount (if any); and

=) the Interest Shortfall Remmbursement Payment
Amount (if any). ‘

For the avoidance of doubt, each Principal Shortfail
Reimbursement Pavment Amount or Interest Shortfall
Reimbursement Payment Amount (as applicable) shall be
calculated using the Applicable Percentage which takes
into account the aggregate adjustment made to the
Applicable Percentage in respect of all Delivery Dates
that have occurred prior to the date of such calculation.

3. Floating Payments:
Floating Rate Payer: Seller

Floating Rate Payer Payment In relation to a Floating Amount Event, the first Fized Rate
Dates: Payer Payment Date falling at least two Business Days (or
in the case of a Floating Amount Event that cccurs on the
Legal Final Matarity Date or the Final Amortization Date,
the fifth Business Day) after delivery of a notice by the
Caleulation Agent to the parties or a notice by Buyer to
Seller that the related Floating Amount is due and showing
in reasonable detajl how such Floating Amount was

5
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Floating Paymeants:

Floating Amount Event:

Floating Amount:

Conditions 1o Settlement:

determined; provided that any such notice mmust be given on
or prior to the fifth Business Day following the Effective
Maturity Date.

If 2 Floating Amount Event occurs, then on the relevant
Floating Rate Payer Payment Date, Seller will pay the
relevant Floating Amount to Buyer. For the avoidance of
doubt, the Conditions to Settlement are not required to be
satisfied in respect of a Floating Payment.

A Fajlure to Pay Principal or an Interest Shortfail.

With 1espect to each Floating Rate Payer Payment Date, an
amount equal to the sum of:

(2) the relevant Principal Shortfall Amount (if any); and

(b the relevant Interest Shorfall Payment Amount (if
any).

For the avoidance of doubt, each Prncipal Shortfall
Amount or Interest Shortfall Payment Amount (as
applicable) shall be calculated using the Applicable
Percentage which takes into account the aggregate
adjustment made to the Applicable Percentage in respect of
all Delivery Dates that have occurred prior to the date of
such calculation.

Credit Event Notce

Notifying Party; Buyer or, subject to the Hedge
Condition below, Seller

Notice of Physical Settlement, which shall be deesmed
effective as of the Event Determmination Date, subject to
Non-delivery by Buyer or Qccumrence of the Effective
Maturity Date provision below, with the Reference
Obligation specified as the Deliverable Obligation and the
Reference Obligation Notional Amount owtstanding such
date specified as the outstanding principal balance to be
Deliverad.

Notice of Publicly Available Information: Applicable

Public Sources: The public sources listed in
Section3.7 of the Credit
Derivatives Definitions; provided
that Servicer Reports in respect of
the Reference Obligation and, in
respect of a Distressed Ratings
Downgrade Credit Event only, any

6
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public communications by any of
the Rating Agencies in respect of
the Reference Obligation shall also
be deemed Public Sources.

Specified Number: 1

provided ¢hat if the Calculation Agent has previously
delivered a notice to the parties or Buyer bas previously
delivered a potice to Seller pursuant to the definition of
“Floating Rate Payer Payment Dates” above in respect of a
Failure to Pay Principal, the only Conditon to Settlement
with respect to any Credit Event shall be a Notice of
Physical Settlernent.

The parties agree that with respect to the Transaction and
notwithstanding anything to the contrary in the Credit
Derivatives Definitions:

{a) the Conditions to Settlement may be satisfied on
more than one occasion;

b) multiple Physical Settlernent Amounts may be
payable by Seller;

(c) Buyer, when providing a Notice of FPhysical
Settlement, roust specify an Exercise Amount and
an Exercise Percentage;

(d) if Buyer has delivered a Notice of Physical
Settlement that specifies an Exercise Amount that
is less than the Referemce Obligation Notional
Amount as of the date on which such Notice of
Physical Settlemnent is delivered (calculated as
though Physical Settlement in respect of ail
previously delivered Notices of Physical Setilement
has occurred in full), the rights and obligations of
the parties under the Transaction shall continue and
Buyer may deliver additional Notices of Physical
Settleraent with respect to the initial Credit Bvent
or with regspect to any additional Credit Event at
any time thereafter; and

() any Notice of Physical Settlement shall be delivered
no later than 30 calendar days after the fifth Business
Day following the earlier of the Effective Maturity
Date and the Optional Step-up Early Termination
Date.

-
Risk ID: 382521 7 Efforr ID: N948052 / Glabal Deal ID: 2308557
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Hedge Condition:

Credit Events:

Obligation:
4. Interest Shortfall

Interest Shortfall Payment
Amount:

Interest Shortfall Cap:

Interest Shortfall Cap Amount:

Actual Interest Amonnt:

Section 3.2(d) of the Credit Derivatives Definitions iz
amended to delete the words “that is effective no later than
thirty calendar days after the Event Determoination Date™.

Party A may enter into one or more credit derivative
transactions (each, 2 “Hedge Transaction™ to hedge its
obligations under this Transaction. If such a Hedge
Transaction exists op any day, any notice delivered by
Party A hereunder pursuant to Section 1.10 of the Credit
Denvatives Definitions shall onlv be effective on such day
if a meaterially similar notice is effective under such Bedge
Transaction on or prior to such day.

The following Credit Events shall apply to this Transaction
(and the first sentence of Section 4.1 of the Credit
Derivatives Definitions shall be amended accordingly):

Failure to Pay Principal
Distressed Ratings Dovwmgrade

Banktupicy; provided, however, the appointment
of the iustee pursuant to the terms of the
Underlying Insttuments shall not comstitute a
Bankrupicy Credit Event for purposes of this
Transaction.

Reference Obligation Only

In respect of an Interest Shortfall, the relevant Inmterest
Shortfall Amount; provided thar, if Interest Shortfall Cap is
applicable and the Interest Shortfall Amount exceeds the
Interest Shostfall Cap Amount, the Interest Shortfahl
Payment Amount in respect of such Interest Shortfall shall
be the Interest Shortfall Cap Amount.

Not Applicable
As set out in the Iaterest Shortfall Cap Annex.

With tespect to any Reference Obligation Payment Date,
payment by or on behalf of the Issuer of an amount in
respect of interest due under the Referemce Obligation
(incleding, without limitation, apy deferred intersst or
defaulied interest but excluding payments in respect of
prepayment penalties, yield maintepance provisions or
prncipal, except that the Actual Interest Amount shall
include any payment of principal representing capitalized

3
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WAC Cap Interest Provision:

Expected Interest Amount:

interest) to the holder(s) of the Reference Obligation in
respect of the Reference Obligation.

Neot Applicable

For this purpose, “WAC Cap” means a weighted average
coupon or weighted average rate cap provision (however
defined in the Underlying Instroments) of the Underlying
Instrumpents that limits, Increases or decreases the interest
rate or interest entitlemnent, as set out in the Underlying
Instruments on the Effective Date without regard to any
subsequent amnendment.

With respect to any Reference Obligation Payment Date, the
amount of current interest that would accrue during the
related Reference Obligation Calculation Period calculated
using the Reference Obligation Coupon on a principal
balance of the Reference Obligation equal to the
Outstanding Principal Amount taking into account any
reductions due to a principal deficiency balance or realized
logs azmonnt Chowever desciibed in the Underlying
Instruments) that are attributable to the Reference
Obligation, that will be payable on the related Reference
Obligation Payment Date assuming for this purpose that
sufficient funds are available therefor in accordance with the
Underlying Instruments. Except as provided in (a) in the
previous sentence, the Expected Interest Amount shall be
determined without regard to (i) unpaid amonnts in respect
of accrmed interest om pricr Reference Obligation Fayment
Dates, or (1) any prepayment penaliies or yield maintenance
provisions.

The Expected Interest Amount shall be determined: .

{x) if WAC Cap Interest Provision is applicable, after
giving effect to any WAC Cap; and

4% if WAC Cap Interest Provision i3 not applicable,
without giving effect to any WAC Cap; and

in either case without regard to the effect of any provisions
(however described) of such Underlying Instruments that
otherwise permit the Bmiration of due payments to
distributions of funds available from proceeds of the
Underlying Assets, or that provide for the capitalization or
deferral of interest on the Reference Obligation, or that
provide for the extinguishing or reduction of such payments
or distributions.

o
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Interest Shortfatl:

Interest Shortfall Amount:

Interest Shortfall
Reimbursement:

Interest Shortfall
Reimbursement Amount:

With respect to any Reference Obligation Payment Date,
either (2) the non-payment of an Expected Interest Amount
or (b) the payment of an Actual Interest Amount that is less
than the Expecred Interest Amount.

For ithe avoidance of doubt, the occmiTence of an event
within () or (b) shall be determined taking into account any
payment made under the Reference Policy, if applicable.

‘With respect to any Reference Obligation Payment Date, an
amount equal to the greater of:

(2) zero; and
&) the amount equal to the product of:
(1) (A) the Expected Interest Amount;
minus
(B) the Actual Interest Amount; and
(ii) the Applicable Percentage;

provided that, with Tespect to the first Reference Obligation
Payment Date only, the Interest Shortfall Amount shall be
the amount determined in accordance with (2) and (b) above
multiplied by a fraction equal to:

(x) the number of days in the first Fixed Rate Payer
Calculation Period; over

v the number of days in the first Reference Obligation
Calculation Period.

With respect to any Reference Obligation Payment Date, the
payment by or on behalf of the Issuer of an Actual Interest
Amount in respect of the Reference Obligation that is
greater than the Expected Interest Amount.

‘With respect to any Reference Obligation Payment Date, the
product of (a) the amount of any Inmterest Shortfall
Reimbursement on such day and (b) the Applicable
Percentage.

1¢
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Tnterest Shortfall Yf Interest Shortfall Cap is not applicable, the relevant

Reimbursement Payment Interest Shortfall Reimbursempent Amount. If Interest

Amount: Shortfall Cap is applicable, the amount determined pursuant
to the Interest Shortfall Cap Annex.

5. Consequences of Step-up of the Reference Obligation Coupon

Step-up provisions: Not Applicable
If the Step-up provisions are applicable, then the following
provisions of this paragraph 5 shall apply.

Stepup: On any day, an increase in the Reference Obligation Coupon

Non-Call Notification Date:

Non-Call Notice:

Increase of the Fixed Rate:

Optional Step-up Early
Termination:

due to the failure of the Issuer or a third party to exercise, in
accordance with the Underlying Instuments, a “¢clean-up
call” or other right to purchase, redeem, cancel or terminate
(however described in the Underlying Instuments) the
Reference Obligation.

The date of delivery by the Calculation Agent to the parties
ot by Buyer to Seller of a Non-Call Notice.

A notice given by the Calculation Agent to the parties or by
Buyer to Seller that the Reference Obligation has not been
purchased, redeermed, cancelled or terminated by the Tssuer
or a third party, in accordance with the Underlying
Instruments, pursuant to a “clean-up call” or other might to
purchase, redeem, cancel or terminate (however described in
the Underlying Instruments) the Referemce Obligation,
which failure will resutt in the occurrence of a Step-up.

Subject to “Opticnal Step-up~ Early Termination™ below,.

upon the occurrence of a Step-up, the Fixed Rate will be
increased by the number of basis points by which the
Reference Obligation Coupon is increased due to the
Step-up, such increase to take effect as of the Fixed Rate
Payer Paymemt Date immediately following the fifih
Business Day after the Non-Call Notification Date.

No later than five Business Days after the Non-Call
Notification Date, Buyer shall notify Seller {such
notification, a “Buyer Step-up Notice”) whether Buyer
wishes to continue the Transaction at the increased Fixed
Rate or to terminate the Transaction.

If Buyer elects to terminate the Transaction, the date of
delivery of the Buyer Step-up Notice shall be the Scheduled
Termination Date (such date, the “Optional Step-up Early
Termination Date™) and in such case “Increase of the Fixed

11
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Rate” in this pavagraph 3 shall not apply.

No amount shall be payable by either party in respect of the
Optional Step-up Early Termination Date other than any
Fixed Amount, Additional Fixed Amount, Floating Amount
or Physicel Settlement Amount calculated in accordance
with the terms hereof. For the avoidance of doubt, the
obligation of a party to pay any amount that has become due
and payable under the Transaction and remains unpaid as at
the Optional Step-up Early Termination Date shall not be
affected by the occurrence of the Optional Step-up Early
Termination Date.

If Buyer fails to deliver the Buyer Step-up Notice by the
fifth Business Day after the Non-Call Notification Date,
Buyer shall be deemed to have elected to continue the
Transaction at the increased Fixed Rate as described under
“Increase of the Fixed Rate™.

If Buver elects, or is deemed to have elected, to confinue the
Transaction at the increased Fixed Rate, the Transaction
ghall continue.

© 6, Settlement Terms

Settlement Method:

Terms Relating to Physical Settlement:

Physical Settlement

Physical Settlement Period: Five Business Days

Dieliverable Obligations: Exclude Accrued nlerest

Deliverable Obligations: Deliverable Obligation Category: Reference Obligation
Only

Physical Settlement Amaount: An amount equal to the product of the Exercise Amount

and the Reference Price;

provided that if the Physical Settlement Amount would
exceed the product of:

(1

the Reference Obligation Notional Amount as of
the date on which the relevant Notice of Physical
Settlement is delivered calculated as though
Physical Settlement in respect of all previously
delivered Notices of Physical Settlement has
occnrred in full; and

12
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() the Exercise Percentage:;

then the Physical Settlement Amount shall be deemed to be
equal to such product.

Delayed Payment: With respect to a Delivery Date, if a Servicer Report that
describes a Delayed Payment is delivered to holders of the
Reference Obligation or to the Calculation Agent on or
after such Delivery Date, Buyer will pay the applicable
Delayed Payment Amount to Seller no later than five
Business Days following such Delayed Payment.

Additional Amount payable by In addition to the amount payable by Seller pursuant to

Seller: Section 3.1 of the Credit Derivatives Definitions, Seller
shall algo pay to Buyer an amount equal 1o any accrued but
unpaid interest up to and inclueding the Delivery Date on
the Deliverable Obligations that Buyer has Delivered (the
“Interest Amount™} provided that Seller shall not be
required to pay any portion of the Interest Amount
attributable to any amount of Deliverable Obligations in
excess of the outstanding principal balance deemned
spacified in the Notice of Physical Settlement.

Escrow: Applicable

13
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(a)

(b

FOIA CONFIDENTIAL TREATMENT REQUESTED BY
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Non-delivery by Buyer or If Buyer has delivered a Notice of Physical Settlement and

OQccurrence of the Effective the Effective Mamrity Date oceurs after delivery of the

Mamrity Date: Notice of Physical Settlement but before Buyer Delivers
the Deliverable Obligations specified in that Notice of
Physical Sertlement, then such Notice of Physical
Settlement shall be deemed not to have been delivered and
any reference in this Confirmation tw a previously
delivered Notice of Physical Setilement shall exclude any
Notice of Physical Settlement that is deemed not to have
been delivered. Sections 9.2(¢)(ii) (except for the first
sentence thereof), 9.3, 9.4, 9.5, 9.6, 9.9 and 9.10 of the
Credit Derivatives Definitions shall not apply; provided,
however, if the Effective Maturity Date has not occurred
before Buyer Delivers the Deliverable Obligations and
Buyer does not Deliver in full the Deliverable Obligations
deemed specified in the Notice of Physical Settlement on
or prior to the Cut-off Date, such Cut-off Date shall be the
Termination Date hersunder.

Cut-Off Date: The 30® Business Day immediately following the Event
Determination Date.

Additional Provisions:

Delivery of Servicer Report

If either party makes a request in writing, the Calculation Agent agrees to provide such party with
a copy of the most recent Servicer Report promptly following receipt of such request, if and 1o the
extent such Servicer Report is reasonably available to the Calculation Agent (whether or not the
Calculation Agent is a holder of the Reference Obligation). In addition, if a Floating Payment or
an Additional Fixed Payment iz due hereunder, then the Calculation Agent or the party that
notifies the other party that the relevant Floating Payment or Additional Fixed Payment is due, as -
applicable, (the “Notifying Party”) shall deliver a copy of any Servicer Report relevant to such
payment that is requested by the party that is not the Notifying Party or by either party where the
Notifying Party is the Caleulation Agent, if and w the extent that such Servicer Report is
reasonably available to the Notifying Party (whether or not the Notifying Party is a holder of the
Reference Obligation).

Calculotion Agent and Buyer and Seller Determinations

The Calculation Agent shall be responsible for determining and caleulating (i) the Fixed Amount
payable on each Fixed Rate Payer Payment Date; (ii) the occurmence of a Floating Amount Event
and the related Floating Amount and (iii) the ocourrence of an Additional Fixed Payment Bvent
and the related Additional Fixed Amount; provided that notwithstanding the above, each of Buyer
and Seller shall be entitled 1o determine and calculate the above amounts to the extent that Buyer
or Seller, as applicable, has the right to deliver a notice to the other party demanding payment of
such amount. The Caleulation Agent or Buyer or Seller, as applicable, shall make such
determinations and calculatons based solely on the basis of the Servicer Reports, to the extent
such Servicer Reports are reagsonably available to the Calculation Agent or such party. The
Calenlation Agent or Buyer or Seller, as applicable, shall, as soon as practicable after making any

14

Risk ID; 382521 / Effort I: N948032 / Global Deal ID: 2508337

LBEX-DOCID 3678372



Te Uev 2yl 14000 CIAL MARCHE 0386377193 ' NE 482 Poo1h

of the determinations or calculations specified in (i) and (ii) above, notify the parties or the other
party, as applicable, of such determinations and calculations. For the avoidance of doubt, if an
Interest Shortfall Amount is not explicitly set out in the Servicer Report but the Calenlation Agent
determines that an Interest Shortfall has occurred on the basis of information in such Servicer
Report, then the relevant Interest Shortfall Amount shall be calculated by the Calenlation Agent
on the bagis of such information.

() Adfustment of Calculation Agent Determinations

To the extent that 2 Servicer fiunishes any Servicer Reports correcting information contained in
previonsly issued Servicer Reports, and such corrections impact calculations pursuant to this
Transaction, the calculations relevant to the Transaction shall be adjusted retroactively by the
Calculation Agent to reflect the comected information (provided that, for the avoidance of doubt,
no amounts in respect of interest shall be payable by either party and provided that the
Calculation Agent in performing the calcnlations pursuant to this paragraph will assume that no
interest has accrued on any adjusted amount), and the Calculation Agent shall promptly notify
both parties of any corrected payments required by either party. Any required corrected payments
shall be made within five Business Days of the day on which such notification by the Calenlation
Apent is effective.

(D Voating Rights:

Additional Termination Events. To the extent that Buyer has or hereafier acquires any right or
option to give any consent, direction or objection or the right or option to participate in any vote
relating to the Reference Obligation or the Indenture, the following events will constitute
Additional Termination Events under the Agreement, with Party A as the sole Affected Party and
this Transaction as the only Termination Transaction:

(1) Buyer fails to, after notification of Seller of any such righi or option and upon receipt of timely
instructions from Seller, exercise any such right or option as so instructed by Seller; and

(ii) Buyer fails to refrain from. exercising any such right or option prior to receipt of instructions
given by Seller. :

8. Notice and Account Details:

Telephone, Telex and/or
Facsimile Numbers and
Contact Details for Notices:
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Party A:

Letiman Brothers Special Financing Inc.
Attn; Jeong Gu Lee

Phone: 212-526-3461

Email: jglee@lehman.com

With a copy of all notices to:

Structured Products Transaction Management Group
Tel:  (212) 526-0806

Fax: (212)652-0556

Party B-
Please Advise

Account Details:

Accouont Details of Party A: JPMorgan Chase Bank
ABA No. 021000021
Account: 066-145543
FBOLBSF

Account Details of Party B: Please Advise

10. Additional Definitions and Amendments to the Credit Derivatives Definitions

(a) References in Sections 4.1, 8.2, 9.1 and 9.2(a) of the Credit Derivatives Definitions as well as
Section 3(a)(iv) of the formn of Novation Agreement set forth in Exhibit E to the Credit
Derivatives Definitions to the Reference Entity shall be deemed to be references to both the
Reference Entity and the Insurer in respect of the Reference Policy, if applicable.

1)) (i) The defimition of “Publicly Available Information” in Section 3.5 of the Credit

: Derivatives Definttions shall be amended by (i) inserting the words “the Insurer in
respect of the Reference Policy, if applicable” at the end of subparagraph (2)(ii)}A)
thereof, (ii) inserting the words “, servicer, sub-servicer, master servicer” before the
words “or paying agent” in subparagraph (2)(i)(B) thereof and (i) deleting the word
“or” at the end of subparagraph (a)(iii) thereof and inserting at the end of subparagraph
(2)(iv) thereof the following: “or (v) is information contained in a notice or on a website
published by an internationally recognized rating agency that has at any time rated the
Reference Obligation™.

(i) The definition of “Physical Settlement” in Section 8.1 of the Credit Derivatives
Definitions shall be amended by (i) deleting the words “Physical Settlement Amount”
from the last line of the second paragraph thereof and (if) inserting in liew thereof the
words “Exercise Amount”.

(i) The definiion of “Physical Settlement Date” in Section 8.4 of the Credit Derjvatives
Definitions shall be amended by deleting the last sentence thereof.
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() For: the purposes of this Transaction only, the following terms have the meanings given below:

“Actual Principal Amount” means, with respect 1o the Final Amortization Date or the Legal Final
Maturity Date, an amount paid on such day by or on behalf of the Issuer in respect of principal
(excluding any capitalized interest) to the holder(s) of the Reference Obligation in respect of the
Reference Obligation.

“Cuprent Factor” means the factor of the Reference Obligafion as specified in the most recent
Servicer Report; provided that if the factor is not specified in the most recent Servicer Report, the
Current Factor shall be the ratio equal to (i) the Qutstanding Principal Amount as of such date,
determined in accordance with the most Tecent Servicer Report over (ii) the Original Principal
Amount.

“Delayed Payment” means, with respect to a Delivery Date, a Prncipal Payment, Principal
Shortfall Reimbuorsement that is described in a Servicer Repaort delivered to holders of the
Reference Obligation or to the Calculation Agent on or after such Delivery Date.

*Delayed Payment Amount” means, if persons who are holders of the Reference Obligation as of
a date pror to a Delivery Date are paid a Delayed Payment on or after such Delivery Date, an
amount equal to the prodoct of (i) the sum of all such Delayed Payments, (i} the Reference Price,
(iii) the Applicable Percentage immediately prior to such Delivery Date and (iv) the Exercise
Percentage.

“Distressed Ratings Downgrade” means that the Reference Obligation:
£} if publicly rated by Moody’s, is downgraded to “Ca” or below by Moody’s; or

(1) if publicly rated by Standard & Poor’s, is dovngraded to “CCC-" or below by Standard
& Poor's.

“Effective Maturity Date” means the earlier of (2) the Scheduled Termination Date and (b) the
Final Amortization Date.

“Exercise Amount” means, for purposes of the Transaction, an amount to which a Notice of
Physical Settlernent relates equal to the product of (i) the original face amount of the Reference
Obligation to be Delivered by Buyer to Seller on the applicable Fhysical Settlement Date; and (if)
the Current Factor as of soch date. The Exercise Amount to which a Notice of Physical
Settlement relates shall (A) be equal to or less than the Reference Obligation Notional Amount as
of the date on which the relevant Notice of Physical Settlement is delivered calculated as though
the Physical Settlement of all previously delivered Notices of Physical Settlement has occurred in
full and (B) not be less than the lesser of (1) the Reference Obligation Notional Amount as of the
date on which the relevant Notice of Physical Settlement iz delivered calculated as though
Physical Settlement in respect of all previously delivered Notices of Physical Settlemnent has
occurred in full and (2) USD100,000. The cumulative original face amount of Deliverable
Obligations specified in all Notices of Physical Senlement shall not at any time exceed the Initial
Face Amount.

“Exercise Percentage” means, with respect to a2 Notice of Physical Settlement, 2 percentage egual
to the original face amount of the Deliverable Obligations specified in such Notice of Physical
Settlement divided by an amount equal to (1) the Initial Face Amount mimus (i) the aggregate of
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the original face amount of all Deliverable Obligations specified in all previously delivered
Naotices of Physical Seitlement,

“Expected Principal Amount™ means, with tespect to the Final Amortization Date or the Legal
Final Maturity Date, an amount equal to the Outstanding Principal Amount of the Referemce
Obligation payable on such day (excluding capitalized intersst) assuming for this purpose that
sufficient fupds are available for such payment, where such amount shall be determined in
accordance with the Underlying Instruments. The Expected Principal Amount shall be determined
without regard to the effect of any provisions (however described) of the Underlying Instruments
that permit the limitation of due payments or distributions of funds in accordance with the terms
of such Reference Obligation or that provide for the extinguishing or reduction of such payments
or distributions.

“Failure to Pay Principal” means (i) a failure by the Reference Entity (or any Insurer) to pay an
Expected Principal Amount on the Final Amortization Date or the Legal Final Matoxity Date, as
the case may be, or (i) payment on any such day of an Actual Principal Amount that is Iess than
the Expected Principal Amount; provided that the failure by the Reference Entity {or any Insuarer)
to pay amy such amount in respect of principal in accordance with the foregoing shall not
constimts a Failure to Pay Principal if such failure has been remedied within any grace period
applicable to such payment obligation under the Underlying Instruments or, if no such grace
period is applicable, within three Business Days after the day on which the Expectad Principat
Amount was scheduled to be paid.

“Final Amortization Date” tneans the first to occur of (1) the date on which the Reference
Obligation Notional Amount is reduced to zero and (ii) the date on which the assets securing the
Reference Obligation or designated to fund amounts due in respect of the Reference Obligation
are liquidated, disuibuted or otherwise disposed of in full and the proceeds thereof are distributed
or otherwise disposed of in full.

“Fitch” means Fitch Ratings or any successor to its rating business.

“Legal Final Maturity Date” means the date set out in paragraph 1 above (subject, for the
avoidance of doubt, to any business day convention applicable 10 the legal firal manwrity date of
the Reference Obligation), provided that if the legal final maturity date of the Reference
Obligation is amended, the Legal Final Maturity Date shall be such date as amended.

“Moody’s” means Moody’s Investors Service, Ing. or any successor to jts rating business.

“Outstanding Principal Amount” means, as of any date of determination with respect to the
Eeference Obligation, the outstanding principal balance of the Reference Obligation as of such
date, which shall take into account:

)] all payments of principal;

(i) forgiveness of any amount by the holders of the Reference Obligation pursuant to an
amendment to the Underlying Insttuments resulting in a reduction in the outstanding
principal balance of the Reference Obligation;

(iv)  any payments reducing the amount of any reductions described in (ii) of this definition;
and
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(v) any increase in the outstanding principal balance of the Reference Obligation that reflects
a reversal of any priox reductions described in (if) of this definition.

“Principal Payment” means, with respect to any Reference Obligation Payment Date, the
occurrence of a payment of an amount to the holders of the Reference Obligation in respect of
principal (scheduled or unscheduled) in respect of the Reference Obligation other than a payment
in respect of principal represeniing capitalized interest

“Principal Payment Amount” means, with respect to any Reference Obligation Payment Date, an
amount equal to the product of (1) the amount of any Principal Payment on such date and (i) the
Applicable Percentage.

“Principal Shortfall Amount™ means, in respect of a Failure to Pay Principal, an amount equal to
the greater of:

D zero; and

(1) the amount eqnal to the product of:
(A) the Expected Principal Amount minus the Actual Principal Amount;
B the Applicable Percentage; and
() the Reference Price.

If the Principal Shortfall Amount would be greater than the Reference Obligation Notional
Amouvnt immediately prior to the occurrence of such Failure 1o Pay Principal, then the Principal
Shortfall Amount shall be deerped to be equal to the Reference Obligation Notional Amount at
such time.

“Principal Shortfall Reimbursement” means, with respect to any day, the payment by or on behalf
of the Issuer of an amount in respect of the Reference Obligation in or toward the satisfaction of
any deferral.of or failure to pay principal arising feom one or more prior occurrences of a Failure
to Pay Principal. -

“Principal Shortfall Reimbursement Amount” rmeans, with respect to any day, the product of
(1) the amomt of any Principal Shortfall Reimbursement on such day, (i) the Applicable
Percentage and (iii) the Reference Price.

“Frincipal Shortfall Reimbursement Payment Amount” means, with respect o an Additional
Fixed Amount Payment Date, the sum of the Principal Shortfall Reimbursement Amownts in
respect of all Principal Shortfall Reimbursements (if any) made during the Reference Obligation
Calculation Period relating to such Additional Fixed Amount Payment Date, provided that the
aggregate of all Principal Shortfall Reimbursement Payment Amounts at any time shall not
exceed the aggregate of all Floating Amounts paid by Seller in respect of occurrences of Failure
to Pay Principal prior to such Additional Fixed Amount Payment Date.

“Rating Agencies” means Fitch, Moody’s and Standard & Poor’s.
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“Reference Obligation Calculation Period” means, with respect 1o each Reference Obligation
Payment Date, a period corresponding to the interest accrual peried relating to such Reference
Obligation Payment Date pursuant to the Underlying Instruments.

“Reference Obligation Coupon” means the periodic interest rate applied in relation to each
Reference Obligation Calculation Pexiod on the related Reference Obligation Payment Date, as
determined in accordance with the terms of the Underlying Instruments as at the Effective Date,
without regard to any subssquent amendment.

“Reference Obligation Payment Date” means (1) each scheduled distribwtion date for the
Reference Obligation occurring on or after the Effective Date and on or prior to the Scheduled
Termination Date, determined in accordance with the Underlying Instmments and (ii) any day
after the Effective Maturity Date on which a payment is made in respect of the Reference
Obligation.

“Relevant Amount” means, if a Servicer Report that describes a Principal Payment that has the
effect of decreasing the interest-aceruing principal balance of the Reference Obligation as of a
date prior to a Delivery Date but such Servicer Report is delivered to holders of the Reference
Obligation or to the Caleulation Agent on or after such Delivery Date, an amount equal to the
product of (1) any such Principal Payment (expressed as a positive aroount); (ii) the Reference
Frice; (iit) the Applicable Percentage immediately prior to such Delivery Date; and (iv) the
Exercise Percentage.

“Servicer” means any trustee, servicer, sub-servicer, master servicer, fiscal agent, paying agent or
other similar entity responsible for calculating payment amounts or providing reports pursuant to
the Underlying Instruments.

“Servicer Reporis” means periodic statements or reports regarding the Reference Obligzation
provided by the Servicer to holders of the Reference Obligation. -

“Standard & Poor’s” means Standard & Poor’s Rating Services, a diviston of The McGraw-1ill
Companies, Inc. or any successor to its rating business.

“Undertlying Assets” means the assets securing the Reference Obligation for the benefit of the
holders of the Reference Obligation and which are expected to generate the cashflows required
for the servicing and repayment (in whole or in part) of the Reference Obligation, or the assets to
which a holder of such Reference Obligation is economically exposed where such exposuze is
created synthetically.

“Underlying Instruments” means the indenture, trust agreement, pooling and servicing agresment
or other relevant agreement(s) setting forth the terms of the Reference Obligation.
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Flease confirm your agreement to be bound by the terms of the foregoing by executing a copy of this
Confirmarion and returning it to us by facsimile.

Yours sincerely,
Lehman Brothers Special Financing Inc.
By:

Narme:
Title:

Confirmed as of the date first above written:

Credit Inth i rci

By: Ju

Name:
Title:

L0600 IRARCHES
Yrordewary offce
B vue Sews Wenps Taladin
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Interest Shortfall Cap Annex

If Interest Shortfall Cap is applicable, then the following provisions will apply:

Interest Shortfall Cap Basis:

Interest Shortfall Cap Amount:

Interest Shordall
Eeimbursement Payment
Amount;

Not Applicable

If the Interest Shortfall Cap Basis is Fixed Cap, the Interest
Shortfall Cap Amount in respect of an Interest Shortfall
shall be the Fixed Amount calculated in respect of the Fixed
Rate Payer Payment Date immediately following the
Reference Obligation Payment Date on which the relevant
Interest Shortfall occurred.

If the Interest Shortfall Cap Basis is Variable Cap, the
Interest Shortfall Cap Amount applicable in respect of a
Floating Rate Payer Payment Date shall be an amount equal
to the product of:

{(a) the sum of the Relevant Rate and the Fixed Rate
applicable to the Fixed Rate Payer Calcnlation
Period immediately preceding the Reference
Obligation Payment Date on which the relevant
Interest Shortfall occurs;

(b}  the amount determuined by the Calculation Agent
under sub-clavse (b) of the definition of “Fixed
Amount” in relation to the relevant Fixed Rate Payer
Payment Date; and

() the actual mumber of days in such Fixed Rate Payer
Calculation Period divided by 360.

If Interest Shortfall Cap Is zpplicable, then with respect to
the first Additional Fixed Amount Payment Date, zero, and
with respect to any subsequent Additional Fixed Axnount
Payment Date and calculated as of the Reference Obligation
Payment Date immediately preceding such Additional Fixed
Amcunt Payment Date, as specified by the Calculation
Agent in its notice to the parties or by Seller in its notdce to
Buyer of the existence of ap Imterest Shortfall
Reimbursement, an amount equal to the greater of:

(a) Zero; and
(b) the amount equal to:
(D the product of;
(A) the Cumulative Interest Shortfall

Payment Amount as of the
Additional Fixed Amount

22

Rigk ID: 382521 / Effort ID: W9428052 / Global Deal ID: 2508537

FOIA CONFIDENTIAL TREATMENT REQUESTED BY

LEHMAN BROTHERS HOLDINGS, INC.

21

LBEX-DOCID 3678372



14, UEL. 2006 14:08 CIAL MARCHE 0388377193 NE 4872 P23

Curnulative Interest Shortfall
Adnount:

Payment  Date  immediately
preceding such Reference
Obligation Payment Date; and

(B) the relevant Cumulative Interest
Shortfall Payment Cormpounding
Factor for the Fixed Rate Payer
Caleulation Period immediately
preceding such Additional Fixed
Amount Payment Date (or 1.0 in
respect of any Additional Fixed
Amount Payment Date occurring
after the final Fixed Rate Payer
Payment Date);

minus

(ii) the Cumulative Interest Shortfall Amount
as of such Reference Obligation Payment
Date;

provided that if the Iaterest Shortfall
Reimbursement Payment Amount on an Addidonal
Fixed Amount Payment Pate would excesd the
Interest Shortfall Reimbursement Amount in respect
of the related Reference Obligation Payment Daie,
then such Toterest Shortfall Reimbursement
Payment Amount shall be deemed to be equal to
such Interest Shortfall Reimbursement Amount.

With respect 1o any Reference Obligation Payment Date, an
amount equal to the greater of:

(a) zero; and
(b an amount equal to:

(i) the Curmnulative Interest Shortfall Amount as
of the Reference Obligation Payment Darte
immediately preceding such Reference
Obligation Payment Date or, in the case of
the first Reference Obligation Payment
Date, zero; plus

(i) the Imterest Shortfall Amount (if any) in
respect of such Referemce Obligation
Payment Date; plus

(1) an amomnt determined by the Calenlation

Apgent as the amount of interest that would
accrue on the Cumulative Interest Shortfall
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Amount immediately preceding such
Reference Obligation Payment Date during
the  related  Referepce  Obligation
Calculation Period pursuant to the
Underlying Instroments or, in the case of
the first Reference Obligation Payment
Date, zero; minus

(iv) the Imterest Shortfall Reimbursement
Amount (if any) in respect of such
Reference Obligation Paymoent Date.

Upon the occurrence of each Delivery, the Cumnulative
Interest Shortfall Amount shall be multiplied by a fraction
equal to (a) the Applicable Percemtage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery; provided,
however, that if more than one Delivery is made during a
Reference Obligation Calculation Period, the Cumulative
Interest Shortfall Amount calculated as of the Reference
Cbligation Payment Date occurring immediately after such
Reference Obligation Calculation Period shall be multiplied
by a fraction equal to (a) the Applicable Percentage
immediately following the final Delivery made during such
Reference Obligation Calculation Peried and (b) the
Applicable Percentage immediately pror to the first
Delivery made during suwh Reference Obligation
Calculation Period.
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The Cumulative Interest Shortfall Payment Amount with
respect to any Fixed Rate Payer Payment Date and any
Agdditional Fixed Amount Payment Date falling on such
Fixed Rate Payer Payment Date shall be an amount equal to
the greater of:

(a) zero; and
(b) the amount equal to:
(i) the sum of:
(A) the Interest Shortfall Payroent
Amount for the Reference
Obligation Payment Date

corresponding to such Fixed Rate
Payer Payment Date; and

(B) the product of:

(1) the Cumulative Interest
Shortfall Payiment Amount
as of the Fixed Rate Payer
Payment Date immedjately
preceding such Fixed Rate
Payer Payment Date (or
zero in the case of the first
Fixed Rate Payer Payment
Date); and

the relevant Cumulative
Interest Shortfall Payment
Compounding Factor;

(2)

minus
{ii) any Jnrerest Shorifall Reimbursement
Fayment Amount paid on such Fixed Rate
Payer Payment Date.

With respect to any Additional Fixed Amount Payment Date
falling after the final Fixed Rate Payer Payment Date, the
Cumulative Interest Shortfall Payment Amount shall be
equal to:

{x) the Curmnlative Interest Shortfall Payment Amount
as of the Additional Fixed Amount Payment Date
immediately preceding such Additional Fixed
Amount Payment Date (or as of the final Fixed Rate
Payar Payment Date in the case of the first
Additional Fixed Amount Payment Date occurring
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after the final Fixed Rate Payer Payment Date);
minus

%) any Interest Shortfall Reimbursement FPayment
Amount paid on such Additional Fixed Amount
Payment Date.

Upon the occumence of each Delivery, the Cumulative
Interest Shortfall Payment Amount shatl be multiplied by a
fraction equal 10 (a) the Applicable Percentage immediately
following such Delivery divided by (b) the Applicable
Percentage immediately prior to such Delivery; provided,
however, that if more than one Delivery is made during 2
Reference Obligation Calculation Pericd, the Cumnlative
Interest Shortfall Payment Amount calculated as of the
Reference Obligation Payment Date occurring immediately
after such Reference Obligation Calculation Period shall be
multiptied by a fraction equal to (a) the Applicable
Percentage immediately following the final Delivery made
during such Reference Obligation Calculation Period and (b)
the Applicable Percentage immediately prior to the first
Delivery made during such Reference Obligation
Cajculation Period.

Cumulative Interest Shortfall With respect to any Fixed Rate Payer Calculation Period, an
Payment Compounding Factor:  amount equal to the sum oft

(a) 1.0;
plus
(b) the product of:

(i) the sum of (A) the Relevant Rate plus (B}
the Fixed Rate; and

(ii) the actual number of days in such Fixed
Rate Paver Calculation Period divided by
360,

provided, however, that the Cumulative Interest Shortfall
Payment Compounding Factor shall be deemed to be 1.0
during the period from but excluding the Effective Maturity
Date to and including the Termination Date.

Relevant Rate: With respect to a Fized Rate Payer Calculation Period, the
Floating Rate, expressed as a decimal number with seven
decimal places, that would be determined if:

(a) the 2000 ISDA Definitions (and not the 2003 ISDA
Credit Derivatives Definitions) applied to this
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paragraph;

(b) the Fixed Rate Payer Calculation Period were a
“Calculation Period” for purposes of such
deterrination; and

() the following terms applied:

(i the Floating Rate Option were the Rate
Source;

(ir) the Designated Maturity were the period
that corresponds to the usual length of a
Fixed Rate Payer Calculation Period; and

(iiiy  the Reset Date were the first day of the
Calculation Period;

provided, however, that the Relevant Rate shall be deemed
to be zero during the period from but excluding the Effective
Maturity Date to and including the Termination Daie.

Rate Source: USD-LIBOE-BEA
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