Prospectus Supplement
(to Prospectus dated August 26, 2005)

$897,392,100 (Approximate)
Merrill Lynch Mortgage Investors Trust

Mortgage Loan Asset —Backed Certificates,

Series 2005-FM1

Merrill Lynch Mortgage Investors, Inc.

Investing in these certificates involves
risks. You should not purchase these
certificates unless you fully understand
their risks and structure. See “Risk
Factors” beginning on page S-15 of this
prospectus supplement and page 1 of the
attached prospectus.

These certificates will be beneficial interests
in a trust fund, and will be backed only by
the assets of the trust fund. Neither these
certificates nor the assets of the trust fund
will be obligations of Merrill Lynch, Pierce,
Fenner & Smith Incorporated, Wells Fargo
Bank, N.A., Wilshire Credit Corporation or
any of their affiliates. These certificates will
not be insured or guaranteed by any
governmental agency or any other entity.

Depositor

Merrill Lynch Mortgage Investors Trust, Series 2005-FM1 will issue
eighteen classes of certificates, sixteen of which are offered by this
prospectus supplement and the attached prospectus. The table on page
S-3 identifies the various classes of offered certificates and specifies
certain characteristics of each such class, including the class’s initial
certificate principal balance, interest rate and rating.

The trust fund will consist primarily of sub-prime mortgage loans
secured by first and second liens on real properties that were acquired by
Merrill Lynch Mortgage Lending Inc. from Fremont Investment & Loan.

Proceeds to
Depositor

Underwriting

Price to Public Discount

$893,914,286.54 $2,243,352.19 $891,670,934.35

99.6125% 0.2500% 99.3625%
The price to public and underwriting discount shown are for all classes
of offered certificates in the aggregate. This information is shown for
each individual class on page S-3. See “Method of Distribution.” The
proceeds to the depositor will be $891,670,934.35 before deducting
expenses, which are estimated at $800,000. See ““Method of

Distribution.”

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed on the adequacy or accuracy of this prospectus supplement and
the attached prospectus. Any representation to the contrary is a criminal offense.

Merrill Lynch & Co.

The date of this prospectus supplement is August 29, 2005.
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Where to Find Information in this Prospectus Supplement
And the Attached Prospectus

Information about the offered certificates is contained in (a) the attached prospectus, which
provides general information, some of which may not apply to the certificates; and (b) this prospectus
supplement, which describes the specific terms of the certificates.

This prospectus supplement and the attached prospectus include cross references to sections in
these materials where you can find further related discussions. The tables of contents in this prospectus
supplement and the attached prospectus identify the pages where those sections are located.

29 ¢ 29 G

In this prospectus supplement, the terms “Depositor,” “we,” “us” and “our” refer to Merrill Lynch

Mortgage Investors, Inc.

To understand the structure of these certificates, you must read carefully both
the attached prospectus and this prospectus supplement in their entirety.
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The Series 2005-FM1 Certificates

Class A-1A  Class A-1B  Class A-2A  Class A-2B  Class A-2C  Class A-2D  Class M-1 Class M-2 Class M-3
Initial Certificate Principal

Balance(1): $295,904,000 32,878,000 $206,954,000 $58,200,000 $95,512,000 $42,449,000 $65,839,000 $30,664,000 $8,117,000
Pass-Through Rate: LIBOR plus LIBOR plus LIBOR plus LIBOR plus LIBOR plus LIBOR plus LIBOR plus LIBOR plus LIBOR plus
0.270% (2)(3) 0.320% (2)(3 0.120% (2)(3 0.180% (2)(3) 0.250% (2)(3) 0.380% (2)(3) 0.480% (2)(4) 0.580% (2)(4) 0.630% (2)(4)

ERISA Eligible: Yes Yes Yes Yes Yes Yes Yes Yes Yes
First Principal Payment Date(5):
Weighted Avg. Life At Issuance: 9/2005 9/2005 9/2005 6/2007 11/2007 6/2011 1/2009 11/2008 11/2008

to call (yrs.) (5): 2.24 2.24 1.00 2.00 3.50 6.48 4.64 4.53 4.49

to maturity (yrs.) (5): 2.42 2.42 1.00 2.00 3.50 8.87 5.15 4.98 4.90
Expected Maturity (to call) (5): 3/2012 3/2012 6/2007 12/2007 6/2011 3/2012 3/2012 3/2012 3/2012
Expected Maturity (to maturity) (5): 4/2020 4/2020 6/2007 11/2007 6/2011 11/2021 7/2018 12/2016 10/2015
Last Scheduled Distribution Date(6): 52036 5/2036 5/2036 5/2036 5/2036 5/2036 5/2036 5/2036 5/2036
Interest Accrual Method (7): actual/360 actual/360 actual/360 actual/360 actual/360 actual/360 actual/360 actual/360 actual/360
Payment Delay: 0 days 0 days 0 days 0 days 0 days 0 days 0 days 0 days 0 days
Anticipated Ratings Aaa/AAA Aaa/AAA Aaa/AAA Aaa/AAA Aaa/AAA Aaa/AAA NA/AA+ NA/AA NA/AA-

(Moody’s/S&P):

ClassM-4 ClassM-5 ClassM-6  Class B-1 Class B-2 Class B-3 Class R
Initial Certificate Principal Balance(1):
$16,685,000 $10,822,000 $6,764,000 $8,568,000  $4,509,000  $13,527,000 $100
Pass-Through Rate: LIBOR plus LIBOR plus LIBOR plus LIBOR plus LIBOR plus  LIBOR plus  LIBOR plus
0.680% (2)(4) 1.150% 2)(4)1.350%(2)(4) 1.800% (2)(4) 2.000% (2)(4) 2.000% (2)(4) 0.270% (2)(3)

ERISA Eligible: Yes Yes Yes Yes Yes Yes No
First Principal Payment Date(5): 10/2008 10/2008 10/2008 9/2008 9/2008 9/2008 N/A
Weighted Avg. Life At Issuance:

to call (yrs.) (5): 4.48 4.46 4.46 4.44 4.36 3.75 N/A

to maturity (yrs.) (5): 4.84 4.74 4.66 4.53 4.36 3.75 N/A
Expected Maturity (to call) (5): 3/2012 3/2012 3/2012 3/2012 3/2012 7/2011 N/A
Expected Maturity (to maturity) (5): 6/2015 7/2014 9/2013 2/2013 3/2012 7/2011 N/A
Last Scheduled Distribution Date(6): 5/2036 5/2036 5/2036 5/2036 5/2036 5/2036 N/A
Interest Accrual Method (7): actual/360  actual/360  actual/360  actual/360 actual/360 actual/360 actual/360
Payment Delay: 0 days 0 days 0 days 0 days 0 days 0 days 0 days
Anticipated Ratings NA/A+ NA/A NA/A- NA/BBB+ NA/BBB NA/BBB- NA/AAA
(Moody’s/S&P):

(Other information:

1) The initial certificate principal balances shown above are subject to a permitted variance of plus or minus 10%.

?2) Subject to the available funds cap and the maximum rate cap. The pass-through rates for these certificates are one-month LIBOR plus the applicable pass-through margin. These pass-through rates are subject to
adjustment and your pass-through rate may be lower. See “Description of the Certificates—Distributions—Distributions of Interest.”

3) If the 10% optional termination does not occur by the first distribution date on which it may occur, the margin on each of the class A-1A, class A-1B, class A-2A, class A-2B, class A-2C, class A-2D and class R
certificates will increase to 2 times its respective margin shown above.

4) If the 10% optional termination does not occur by the first distribution date on which it may occur, the margin on each of the class M-1, class M-2, class M-3, class M-4, class M-5, class M-6, class B-1, class B-2 and
class B-3 certificates will increase to 1.5 times its respective margin shown above.

5) The information set forth above regarding first principal payment date, weighted average life at issuance and expected maturity is based on the modeling assumptions defined beginning on page S-[ ] and 20% HEP
for the fixed rate mortgage loans or 100% PPC (a constant prepayment rate of 2% per annum in month 1, building linearly (rounded to the nearest hundredth) to a constant prepayment rate of 30% per annum in month
12 and remaining constant at a constant prepayment rate of 30% per annum from month 12 up to and including month 22, then remaining constant at a constant prepayment rate of 50% per annum from month 23 up to
and including month 27 and then remaining constant at a constant prepayment rate of 35% per annum in month 28 and thereafter) for the adjustable rate mortgage loans, as applicable.

(6) Latest maturity date for any mortgage loan plus one year.

7 The interest rate index reset date for the certificates is two business days prior to the start of each interest accrual period.

Credit Enhancement:
Mortgage Insurance
Excess Interest
Overcollateralization
Subordination

Overcollateralization Requirements:
Initial Overcollateralization Amount: 0.50% of the aggregate outstanding principal balance of the mortgage loans as of the cut-off date.
Targeted Overcollateralization Amount: 0.50% of the aggregate outstanding principal balance of the mortgage loans as of the cut-off date.
Stepdown Overcollateralization Amount: 1.00% of the current aggregate principal balance of the mortgage loans as of the cut-off date.
Minimum Required Overcollateralization Amount: 0.50% of the aggregate outstanding principal balance of the mortgage loans as of the cut-off
date.
Earliest Possible Stepdown Date: September 2008.
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Summary Information

This section briefly summarizes major characteristics of the certificates and the mortgage loans. It does
not contain all of the information that you need to consider in making your investment decision. To fully
understand the terms of the certificates, you should read both this prospectus supplement and the

attached prospectus in their entirety.

Principal Parties
Issuer: Merrill Lynch Mortgage Investors Trust,
Series 2005-FM1.

Depositor: Merrill Lynch Mortgage Investors, Inc.,
a Delaware corporation whose address is 250 Vesey
Street, 4 World Financial Center, 10th Floor, New
York, New York 10080 and whose telephone
number is (212) 449-0357. See “The Depositor™ in
the prospectus.

Seller: Merrill Lynch Mortgage Lending, Inc., a
Delaware corporation whose address is 250 Vesey
Street, 4 World Financial Center, 10th Floor, New
York, New York 10080 and whose telephone
number is (212) 449-0357.

Servicer: Wilshire Credit Corporation, a Nevada
corporation whose address is 14523 SW Millikan
Way, Suite 200, Beaverton, Oregon 97005 and
whose telephone number is (503) 223-5600. See
“The Servicer.”

Originator: Fremont Investment & Loan, a
California state chartered industrial bank whose
address is 2727 East Imperial Highway, Brea,
California 92821. See “Underwriting Guidelines—
Fremont Underwriting Guidelines.”

Mortgage Insurer: Radian Guaranty Inc., a
Pennsylvania corporation whose address is 1601
Market Street, Philadelphia, Pennsylvania 19103
and whose telephone number is (800) 523-1988,
will provide primary mortgage insurance with
respect to approximately 73.18% of the mortgage
loans. See ““Servicing of the Mortgage Loans—
Primary Mortgage Insurance.”
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Trustee: Wells Fargo Bank, N.A., a national
banking association whose address is 9062 Old
Annapolis Road, Columbia, Maryland 21045 and
whose telephone number is (410) 884-2000. See
“The Pooling and Servicing Agreement—The
Trustee.”

Cut-off Date
The cut-off date will be August 1, 2005.
Closing Date

The closing date will be on or about August 31,
2005.

Distribution Date

The 25th day of each month, beginning in
September 2005. If the 25th day is not a business
day, then the distribution date will be the next
business day.

The Trust Fund

The name of the trust fund is Merrill Lynch
Mortgage Investors Trust, Series 2005-FM1. We
are forming the trust to own a pool of sub-prime
mortgage loans secured by first or second liens on
real properties. The trust fund will contain both
fixed rate mortgage loans and adjustable rate
mortgage loans. Each class of certificates
represents an interest in the trust fund.

The Series 2005-FM1 Certificates

The certificates represent beneficial ownership
interests in the underlying trust fund assets. The
offered certificates will have the original certificate
principal balance, pass-through rate and other




features set forth in the table on page S-3. The trust
fund will issue the certificates under a pooling and
servicing agreement dated as of August 1, 2005,
among Merrill Lynch Mortgage Investors, Inc., as
depositor, Wells Fargo Bank, N.A., as trustee and
Wilshire Credit Corporation, as servicer. Any
collections on the mortgage loans will be used to
pay fees to the servicer and to make interest or
principal payments on the certificates. All principal
collections will be paid to one or more classes of the
certificates offered through this prospectus
supplement or to other classes of certificates that we
are not offering by this prospectus supplement,
based on the outstanding certificate principal
balances and the remaining principal amount of the
mortgage loans. Any interest collections in excess
of the amount paid to holders of the offered
certificates (either as interest or principal) and the
servicer will be paid to the owners of the other
classes of certificates that we are not offering by
this prospectus supplement that are entitled to
receive those excess amounts. See ““Description of
the Certificates—Distributions.”

Interest Distributions

Interest will accrue on each class of certificates at
the pass-through rate for that class. Interest will
accrue on each class of certificates from the prior
distribution date (or the closing date, in the case of
the first distribution date) to the day prior to the
current distribution date.

The pass-through rates on the offered certificates
will be subject to an available funds cap. This cap
limits the pass-through rates on the offered
certificates by reference to a rate determined by
dividing the amount of interest due on the mortgage
loans at their net mortgage rates by the aggregate
principal amount of the offered certificates. Any
shortfalls arising from the application of the
available funds cap will be carried over on a
subordinated basis with accrued interest at the then
applicable pass-through rate and paid from excess
cashflow in a later distribution, if available.
Amounts received on the cap contract will only be
available to make payments on the offered

11629396.4. BUSINESS

S-5

certificates to the extent of the interest shortfall on
such certificates attributable to the available funds
cap, except to the extent that such shortfall arises
from the fact that the pooling and servicing
agreement does not provide for the reduction of the
principal balance of the class A certificates as a
result of realized losses.

Any excess of amounts received on the cap contract
over amounts needed to pay shortfalls on the
offered certificates arising as a result of the
available funds cap (other than such shortfalls
arising from the fact that the pooling and servicing
agreement does not provide for the reduction of the
principal balance of the class A certificates as a
result of realized losses) will be distributed to the
class C certificates (which are not offered pursuant
to this prospectus supplement). The pass-through
rates on the offered certificates will also be subject
to a maximum interest rate cap that will be equal to
the product of (i) the weighted average of the net
maximum lifetime mortgage rates on the adjustable
rate mortgage loans and the net mortgage rates on
the fixed rate mortgage loans and (ii) a fraction, the
numerator of which is 30 and the denominator of
which is the actual number of days in the related
accrual period. Any interest shortfall due to the
maximum interest rate cap will not be reimbursed.
See ““Description of the Certificates—
Distributions—Distributions of Interest.”

Principal Distributions

Principal payments to the certificates will generally
reflect principal collections on the mortgage loans
in the trust fund. Principal payments will also
include a portion of interest collections to the extent
necessary to restore overcollateralization to the
required level, as described below.

Cap Contract

The trust fund will own a one-month LIBOR cap
contract purchased for the benefit of the offered
certificates. The cap contract will be provided by
Bear Stearns Financial Products Inc. and will
terminate following the distribution date in March




2012. On the closing date, the notional amount of
the cap contract will equal approximately
$897,392,000, and will be reduced on each
distribution date to the lesser of the amount set out
on the schedule in this prospectus supplement under
the heading “Description of the Certificates—Cap
Contract” and the certificate principal balance of the
offered certificates until it is terminated. The trust
fund will receive a payment under the cap contract
with respect to any distribution date on which one-
month LIBOR exceeds the lower collar with respect
to such distribution date shown in the table
beginning on page S-68. Payments received on the
cap contract will be available to pay interest to the
holders of the offered certificates, up to the amount
of interest shortfalls on such certificates attributable
to the available funds cap, except to the extent that
such shortfalls result from the fact that the pooling
and servicing agreement does not provide for the
reduction of the principal balance of the class A
certificates as a result of realized losses. Any
amounts received on the cap contract on a
distribution date that are not used to pay such
shortfalls will be distributed to the holders of the
class C certificates.

Denominations

The trust fund will issue the offered certificates
(other than the class R certificate) in minimum
denominations of $25,000 in original principal
amount and integral multiples of $1 in excess of
$25,000. A single class R certificate will be issued
in definitive form in a $100 denomination.

Book-Entry Registration

The trust fund will initially issue the offered
certificates (other than the class R certificate) in
book-entry form. You may elect to hold your
interest in the certificates through The Depository
Trust Company in the United States, or Clearstream
Banking, societe anonyme or the Euroclear Bank,
S.A./N.V. in Europe, or indirectly through
participants in these systems.
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You will not be entitled to receive a definitive
certificate representing your interest except under
limited circumstances. See ““Description of the
Certificates—Book-Entry Certificates™ in this
prospectus supplement and ““Description of the
Securities” in the prospectus.

Credit Enhancement

Credit enhancement is intended to reduce the harm
caused to holders of the certificates as a result of
shortfalls in payments received and losses realized
on the mortgage loans. The credit enhancement for
the certificates will consist of primary mortgage
insurance, excess interest, overcollateralization and
subordination described in this prospectus
supplement.

Primary Mortgage Insurance. As of the cut-off
date, approximately 73.18% (subject to a possible
variance of approximately 1%) of the mortgage
loans will be covered by a mortgage insurance
policy issued by Radian Guaranty Inc. The policy
will only cover losses pursuant to formulas
described in the policy, down to 60% of the value of
the related mortgaged property. See ““Servicing of
the Mortgage Loans —Primary Mortgage

Insurance — The Radian Policy.”

Excess Interest and Overcollateralization. The
overcollateralization amount is the excess of the
aggregate outstanding principal balance of the
mortgage loans over the aggregate principal balance
of the offered certificates. On the closing date, the
overcollateralization amount will equal
approximately 0.50% of the aggregate outstanding
principal balance of the mortgage loans as of the
cut-off date. Generally, because more interest is
required to be paid by the mortgagors than is
necessary to pay the interest accrued on the
certificates and the expenses of the trust fund, there
is expected to be excess interest each month. If the
overcollateralization amount is reduced below the
overcollateralization target amount as a result of
losses on the mortgage loans, the trust fund will
apply some or all of this excess interest as principal
payments on the most senior classes of certificates




then outstanding until the overcollateralization
target is restored, resulting in a limited acceleration
of amortization of the certificates relative to the
mortgage loans. This acceleration feature is
intended to restore overcollateralization. Once the
required level of overcollateralization is restored,
the acceleration feature will again cease, unless it
becomes necessary again to maintain the required
level of overcollateralization. The actual level of
overcollateralization may increase or decrease over
time. This could result in a temporarily faster or
slower amortization of the certificates. See
“Description of the Certificates—
Overcollateralization Provisions.”

Subordination. The rights of the holders of the
more junior classes of certificates to receive
distributions will be subordinated to the rights of the
holders of the more senior classes of certificates to
receive distributions.

In general, the protection afforded the holders of
more senior classes of certificates by means of this
subordination will be effected in two ways:

e by the preferential right of the holders of the
more senior classes to receive, prior to any
distribution being made on any distribution date
to the holders of the more junior classes of
certificates, the amount of interest and principal
due on the more senior classes of certificates
and, if necessary, by the right of the more senior
holders to receive future distributions on the
mortgage loans that would otherwise have been
allocated to the holders of the more junior
classes of certificates; and

e by the allocation to the more junior classes of
certificates (in inverse order of seniority) of
losses resulting from the liquidation of defaulted
mortgage loans or the bankruptcy of mortgagors
prior to the allocation of these losses to the more
senior classes of certificates, until their
respective certificate principal balances have
been reduced to zero. See “Description of the
Certificates— Subordination of the Payment of
the Subordinated Certificates..”
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The chart below summarizes the relative seniority
of the various classes of certificates and indicates
the initial level of credit support provided to the
various classes of certificates. The initial level of
credit support includes the initial
overcollateralization level of approximately 0.50%.

Initial
Credit
Support

Credit

Class(es) Support

AandR  Class M-1,
Class M-2,
Class M-3,
Class M-4
Class M-5
Class M-6
Class B-1,
Class B-2,
Class B-3

Class M-2,
Class M-3,
Class M-4
Class M-5
Class M-6
Class B-1,
Class B-2,
Class B-3

Class M-3,
Class M-4,
Class M-5,
Class M-6,
Class B-1,
Class B-2,
Class B-3

Class M-4,
Class M-5,
Class M-6,
Class B-1,
Class B-2,
Class B-3

Class M-5,
Class M-6,
Class B-1,
Class B-2,
Class B-3

Class M-6,

18.85%

11.55%

8.15%

7.25%

5.40%

4.20%




Class B-1,
Class B-2,
Class B-3
Class B-1,
Class B-2,
Class B-3
Class B-2,
Class B-3
Class B-3
Overcollateralization

3.45%

B-1 2.50%

B-2
B-3

2.00%
0.50%

Optional Purchase of Delinquent Mortgage
Loans

As to any mortgage loan that is 90 days or more
delinquent, the servicer will have the option (but not
the obligation), subject to the limitations described
in the pooling and servicing agreement, to purchase
such mortgage loan from the trust fund for a price
equal to the sum of (i) the aggregate outstanding
principal balance of such mortgage loan together
with any unreimbursed advances, (ii) accrued
interest thereon and (ii1) any unreimbursed out-of-
pocket costs and expenses. See “The Pooling and
Servicing Agreement-Optional Purchase of
Defaulted Loans.”

Optional Termination

Subject to restrictions described in this prospectus
supplement, before the first distribution date after
the distribution date on which the aggregate unpaid
principal balance of the mortgage loans is reduced
to less than or equal to 10% of the aggregate stated
principal balance of the mortgage loans as of the
cut-off date, the trustee will be directed, pursuant to
the pooling and servicing agreement, to attempt to
terminate the trust fund through a one-time auction
process mutually acceptable to the trustee and the
depositor. If the trust fund is not terminated
because a sufficient purchase price is not achieved
at such auction, under certain circumstances, the
servicer may on any distribution date thereafter
purchase all of the mortgage loans, which would
result in the termination of the trust fund. See “The
Pooling and Servicing Agreement—Optional
Termination.”
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Legal Investment

As of the closing date, the certificates will not
constitute “mortgage related securities” under the
Secondary Mortgage Market Enhancement Act of
1984, as amended. We make no representation as
to the appropriate characterization of the certificates
under any laws relating to investment restrictions.
You should consult your own counsel as to whether
you have the legal authority to invest in these
securities. See ““Risk Factors—The certificates lack
SMMEA eligibility and may lack liquidity, which
may limit your ability to sell”” and ““Legal
Investment™ in this prospectus supplement and the
prospectus.

Federal Income Tax Consequences

For federal income tax purposes, the trust fund,
other than the cap contract account, rights to receive
payments on the cap contract and rights to receive
prepayment charges, will elect to be treated as one
or more real estate mortgage investment conduits
(“REMICs”). For federal income tax purposes, the
offered certificates (other than the class R
certificate) will represent ownership of regular
interests in a REMIC and the right to receive
payments under certain non-REMIC contracts. To
the extent that the offered certificates represent
regular interests in a REMIC, they will generally be
treated as debt instruments for federal income tax
purposes. Holders of offered certificates will be
required to include in income all interest and
original issue discount on the portion of their
offered certificates that represents a regular interest
in a REMIC, in accordance with the accrual method
of accounting. See “Federal Income Tax
Consequences” in this prospectus supplement and
“Material Federal Income Tax Consequences” in
the prospectus for a discussion of the federal
income tax treatment of a holder of a regular
interest in a REMIC and for a discussion of the
federal income tax consequences associated with
the deemed rights to receive payments under the
non-REMIC contracts. See “Federal Income Tax
Consequences’ in this prospectus supplement and




“Material Federal Income Tax Consequences™ in
the prospectus.

For federal income tax purposes, the class R
certificate will represent the residual interest in each
of the REMICs included in the trust fund and the
right to receive payments under certain non-REMIC
contracts. The class R certificate will not be treated
as a debt instrument for federal income tax
purposes. The beneficial owner of the class R
certificate will be required to include the taxable
income or loss of the REMICs in determining its
taxable income. All or most of the taxable income
of the REMICs includable by the beneficial owner
of the class R certificate will be treated as “excess
inclusion” income that is subject to special
limitations for federal income tax purposes. As a
result of this tax treatment, the after-tax return on
the class R certificate may be significantly lower
than would be the case if the class R certificate were
taxed as a debt instrument, or may be negative. See
“Federal Income Tax Consequences—Class R
Certificate™ in this prospectus supplement.

Additionally, the class R certificate will be treated
as a “noneconomic residual interest” for tax
purposes and, as a result, certain transfers of the
class R certificate may be disregarded for federal
income tax purposes, with the transferor continuing
to have tax liabilities for the transferred certificates.
See “Description of the Certificates—Restrictions
on Transfer of the Class R Certificate” and
“Federal Income Tax Consequences—Class R
Certificate™ in this prospectus supplement and
“Material Federal Income Tax Consequences—
Tax-Related Restrictions on Transfers of REMIC
Residual Certificates™ in the prospectus.

ERISA Considerations

Under current law, in general, the offered
certificates (other than the class R certificate) will
be eligible for acquisition by retirement or other
employee benefit plans subject to Title I of the
Employee Retirement Income Security Act of 1974,
as amended, or Section 4975 of the Internal
Revenue Code of 1986, as amended. Prospective
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investors should consult with legal counsel
regarding the consequences of the acquisition and
holding of the offered certificates by such a
retirement or other employee benefit plan. See
“ERISA Considerations’ herein and in the
prospectus.

Ratings

The offered certificates are required to receive the
ratings indicated under the heading “Anticipated
Ratings” in the chart shown on page S-3 of this
prospectus supplement.

A security rating is not a recommendation to buy,
sell or hold securities and may be subject to revision
or withdrawal at any time by any rating agency.

The ratings on the certificates address the likelihood
of the receipt by holders of the offered certificates
of all distributions on the underlying mortgage
loans to which they are entitled. They do not
represent any assessment of the likelihood or rate of
principal prepayments or the likelihood that any
interest carry forward amount will be paid.

The ratings do not address the likelihood that any
payments will be made to the offered certificates
(other than the class R certificate) under the cap
contract. See ““Ratings.”

The Mortgage Loans

We will divide the mortgage loans into two separate
groups referred to as Group One and Group Two.
Group One will consist of first and second lien
fixed rate mortgage loans and adjustable rate
mortgage loans that had a principal balance at
origination of no more than $359,650 if a single-
unit property (or $539,475 if the property is located
in Hawaii or Alaska), $460,400 if a two-unit
property (or $690,600 if the property is located in
Hawaii or Alaska), $556,500 if a three-unit property
(or $834,750 if the property is located in Hawaii or
Alaska), or $691,600 if a four-unit property (or
$1,037,400 if the property is located in Hawaii or
Alaska) and second lien fixed rate mortgage loans
that had a principal balance at origination of no




more than $179,825 (or $269,725 if the property is
located in Hawaii or Alaska). Group Two will
consist of first and second lien fixed rate mortgage
loans and adjustable rate mortgage loans that had a
principal balance at origination that may or may not
conform to the criteria specified above for mortgage
loans included in Group One.

The following tables summarize approximate
characteristics of the entire mortgage pool as of
August 1, 2005. When we refer to percentages of
mortgage loans in the following tables, we are
describing the percentage of the aggregate principal
balance of the mortgage loans in the trust fund as of
August 1, 2005, which we refer to as the cut-off
date. The sum of the percentages may not equal
100.00% due to rounding. For additional
information on the mortgage loans, see “The
Mortgage Pool—Mortgage Loans.”
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The Mortgage Pool

Mortgage Loan Characteristics

Number of loans 4,613
Aggregate outstanding principal balance $901,907,018
Number of loans with prepayment charges at

origination 13,608

Weighted average prepayment term at
origination for loans with prepayment charges

(in months) 24
Average or

Weighted Average Range
Outstanding principal balance(1) $195,514  $4,763.93 to $1,000,000.00
Original principal balance(1) $195,919  $4,950.00 to $1,000,000.00
Current mortgage rates(2) 7.134% 4.990% to 13.250%
Original loan-to-value ratio(2) 82.07% 16.06% to 100.00%
Stated remaining term to maturity (in 356 57 to 357
months)(2)
Credit Score(2) 630 500 to 810
Maximum mortgage rates(2)(3) 13.986% 11.990% to 19.990%
Minimum mortgage rates(2)(3) 6.986% 4.990% to 12.990%
Gross Margin(2)(3) 6.593% 3.000% to 6.990%
Initial Rate Cap(2)(3) 3.000% 3.000% to 3.000%
Periodic Rate Cap(2)(3) 1.500% 1.500% to 1.500%
Months to Roll(2)(3) 22 17 to 57

(1) Indicates average.
(2) Indicates weighted average.
(3) Adjustable Rate Mortgage Loans only.

Mortgage Rates For The Mortgage Pool
[Mortgage Rate Graph]

Mortgage Rates
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Original Principal Balances for the Mortgage Pool
[Graph]

Product Types for the Mortgage Pool
[Pie Chart]
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Original Loan-to-Value Ratios for the Mortgage Pool* (Amounts in Percentages)

[Bar Graph]

Credit Score Summary for the Mortgage Pool (Amounts in Percentages)

[Bar Graph]
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Credit Grade Summary for the Mortgage Pool (Amounts in Percentages)

[Pie Chart]

Original Prepayment charge for the Mortgage Pool (Amounts in Percentages)

[Bar Graph]

Prepayment charge Summary

11629396.4. BUSINESS S-14




Risk Factors
The overcollateralization provisions of your certificates will affect the yield to maturity of the certificates

The overcollateralization provisions of the trust fund will affect the weighted average life of the
certificates and consequently the yield to maturity of the certificates. To the extent necessary to maintain the
required amount of overcollateralization, net excess cashflow will be applied as distributions of principal to the
most senior classes of certificates then outstanding, thereby reducing the weighted average lives of the
certificates. The actual required amount of overcollateralization may change from distribution date to
distribution date, producing uneven distributions of accelerated payments in respect of principal under these
circumstances. We cannot predict whether, or to what degree, it will be necessary to apply net excess cashflow
as distributions of principal in order to maintain the required amount of overcollateralization.

Net excess cashflow generally is the excess of interest collected or advanced on the mortgage loans over
the interest required to pay interest on the offered certificates and the trust fund expenses. Mortgage loans with
higher interest rates will contribute more interest to the net excess cashflow. Mortgage loans with higher
interest rates may prepay faster than mortgage loans with relatively lower interest rates in response to a given
change in market interest rates. Any disproportionate prepayments of mortgage loans that have higher interest
rates may adversely affect the amount of net excess cashflow.

As a result of the interaction of these factors, the effect of the overcollateralization provisions on the
weighted average life of the offered certificates may vary significantly over time. See “Yield, Prepayment and
Maturity Considerations™ in this prospectus supplement and “Yield Considerations — Prepayments —
Maturity and Weighted Average Life”” in the prospectus.

Prepayments on the mortgage loans will affect the yield to maturity of the certificates

The yield to maturity and weighted average life of the certificates will be affected primarily by the rate
and timing of principal payments (including prepayments, liquidations, repurchases and defaults) of, and losses
on, the mortgage loans. Prepayment experience may be affected by many factors, including general economic
conditions, interest rates and the availability of alternative financing, homeowner mobility and the solicitation
of mortgagors to refinance their mortgage loans. In addition, substantially all of the mortgage loans contain
due-on-sale provisions. The servicer intends to enforce these provisions unless enforcement is not permitted by
applicable law, or the servicer, in a manner consistent with accepted servicing practices, permits the purchaser
of the related mortgaged property to assume the mortgage loan.

To the extent permitted by applicable law, any assumption will not release the original borrower from its
obligation under the mortgage loan. See ““Yield, Prepayment and Maturity Considerations” in this prospectus
supplement and “Material Legal Aspects of the Mortgage Loans—Enforceability of Due-on-Sale Clauses™ in
the prospectus for a description of the provisions of the mortgage loans that may affect their prepayment
experience.

The trustee will be directed in the pooling and servicing agreement to conduct a one-time auction of the
assets remaining in the trust fund in an attempt to terminate the trust fund after the aggregate unpaid principal
balance of the mortgage loans is reduced to less than or equal to 10% of the aggregate stated principal balance
of the mortgage loans as of the cut-off date. If the auction fails to realize a sufficient purchase price, under
certain circumstances the servicer may, on any distribution date thereafter, purchase all of the mortgage loans.
Any such purchase will cause a termination of the trust fund.
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The yield on the offered certificates will also be sensitive to the level of one-month LIBOR and the level
of the mortgage index. In addition, the yield to maturity of any offered certificates that you purchase at a
discount or premium will be more sensitive to the rate and timing of payments thereon. You should consider, in
the case of any offered certificates that you purchase at a discount, the risk that a slower than anticipated rate of
principal payments could result in an actual yield that is lower than the anticipated yield and, in the case of any
offered certificates that you purchase at a premium, the risk that a faster than anticipated rate of principal
payments could result in an actual yield that is lower than the anticipated yield. Because approximately 81.26%
of the mortgage loans contain prepayment charges, the rate of principal prepayments during the term of such
prepayment charges may be less than the rate of principal prepayments for mortgage loans which do not contain
prepayment charges; however, principal prepayments on the mortgage loans could be expected to increase,
perhaps materially, at or near the time of the expiration of such prepayment charges. We cannot make any
representation as to the anticipated rate of prepayments on the mortgage loans, the amount and timing of losses
on the mortgage loans, the level of one-month LIBOR or the mortgage index or the resulting yield to maturity
of any offered certificates. Any reinvestment risks resulting from a faster or slower incidence of prepayments
on the mortgage loans will be borne entirely by the offered certificateholders as described in this prospectus
supplement. See “Yield, Prepayment and Maturity Considerations™ in this prospectus supplement and “Yield
Considerations—Prepayments—Maturity and Weighted Average Life” in the prospectus.

Mortgage loans originated under the underwriting guidelines described in this prospectus supplement
carry a risk of higher delinquencies

The underwriting guidelines used by Fremont Investment & Loan in connection with the origination of
the mortgage loans in the trust fund consider the credit quality of a mortgagor and the value of the mortgaged
property. The mortgagors generally do not qualify for loans conforming to Fannie Mae or Freddie Mac
guidelines. Furthermore, the underwriting guidelines used in connection with the origination of the mortgage
loans in the trust fund do not prohibit a borrower from obtaining secondary financing on the mortgaged
property. Secondary financing would reduce the borrower’s equity in the related mortgaged property.

As a result of the underwriting guidelines used in connection with the origination of the mortgage loans
in the trust fund, these mortgage loans are likely to experience rates of delinquency, foreclosure and bankruptcy
that are higher, and that may be substantially higher, than those experienced by mortgage loans underwritten to
Fannie Mae and Freddie Mac conforming guidelines. Furthermore, changes in the values of mortgaged
properties may have a greater effect on the delinquency, foreclosure, bankruptcy and loss experience of the
mortgage loans than on mortgage loans originated in a more traditional manner. Similarly, an overall general
decline in residential real estate values could cause a particularly severe decline in the value of the mortgaged
properties relating to mortgage loans in the trust fund. We cannot provide any assurance that the mortgaged
properties will not experience an overall decline in value.

The interest rate on the certificates may be capped depending on fluctuations in one-month LIBOR and
six-month LIBOR

The pass-through rates on the offered certificates are calculated based upon the value of an index (one-
month LIBOR) that is different from the value of the index applicable to substantially all of the adjustable rate
mortgage loans (six-month LIBOR) in the mortgage pool as described under “The Mortgage Pool—General”
and are subject to the available funds cap and the maximum rate cap. In addition, the fixed rate mortgage loans
have mortgage rates that are not dependent on any index.
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The available funds cap effectively limits the amount of interest accrued on each class of offered
certificates to a per annum rate equal to 12 times the quotient of (x) the amount of interest due on the mortgage
loans at their net mortgage rates divided by (y) the aggregate principal amount of the offered certificates
immediately prior to the related distribution date, with such rate being multiplied by 30 and divided by the
actual number of days in the related accrual period.

Various factors may cause the available funds cap described above to limit the interest rate on the
offered certificates. First, this can result if one-month LIBOR increases more rapidly than six-month LIBOR.
In addition, the pass-through rates on the offered certificates adjust monthly, while the interest rates on the
adjustable rate mortgage loans adjust less frequently and the interest rates on the fixed rate mortgage loans
remain constant, with the result that the operation of the available funds cap described above may limit
increases in the pass-through rates for extended periods in a rising interest rate environment. The adjustable
rate mortgage loans are also subject to periodic (i.e., semi-annual) adjustment caps and maximum rate caps, and
the weighted average margin is subject to change based upon prepayment experience, which also may result in
the available funds cap described above limiting increases in the pass-through rates for the offered certificates.
Consequently, the interest that becomes due on the adjustable rate mortgage loans (net of the servicing fee rate
and, if applicable, the premium rate paid to the mortgage insurance provider) with respect to any distribution
date may not equal the amount of interest that would accrue at one-month LIBOR plus the applicable margin on
the certificates during the related period. Furthermore, if the available funds cap described above determines
the pass-through rates for a class of offered certificates for a distribution date, the market value of those
certificates may be temporarily or permanently reduced.

In addition, the pass-through rate on each class of offered certificates is subject to a maximum rate cap,
which limits the pass-through rate on each class of certificates based on the net maximum lifetime mortgage
rates on the adjustable rate mortgage loans and the net mortgage rates on the fixed rate mortgage loans. This
maximum rate cap may limit increases in the pass-through rates on the offered certificates. This can occur even
if there is sufficient interest collected on the mortgage loans in the trust fund, net of trust fund expenses, to pay
interest on the offered certificates without giving effect to the maximum rate cap.

Sequential right to receive principal payments may increase risk of loss to class A-2B, class A-2C and
class A-2D certificates

If you purchase the class A-2B, class A-2C or class A-2D certificates, you should consider that holders
of the class A-2B certificates will not receive any payments of principal until the principal balance of the class
A-2A certificates has been reduced to zero, holders of the class A-2C certificates will not receive any payments
of principal until the principal balance of the class A-2A and class A-2B certificates has been reduced to zero,
and holders of the class A-2D certificates will not receive any payments of principal until the principal balance
of the class A-2A, class A-2B and class A-2C certificates has been reduced to zero. See “Description of the
Certificates—Distributions—Distributions of Principal.”

Sequential right to receive principal payments may increase risk of loss to class A-1B certificates

If you purchase the class A-1B certificates, you should consider that if realized losses are such that a
class A-1 trigger event has occurred, holders of the class A-1B certificates will not receive any payments of
principal until the principal balance of the class A-1A certificates has been reduced to zero. Consequently, if
realized losses are such that a class A-1 trigger event has occurred, the holders of the class A-1B certificates
would have a greater risk of losses on the mortgage loans adversely affecting the yield to maturity on their
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certificates than would holders of the class A-1A certificates. See ““Description of the Certificates—
Distributions—Distributions of Principal.”

The protection afforded to your certificates by subordination is limited

The rights of the class M-1 certificates to receive distributions with respect to the mortgage loans will be
subordinate to the rights of the class A certificates to receive those distributions; the rights of the class M-2
certificates to receive distributions with respect to the mortgage loans will be subordinate to the rights of the
class A and the class M-1 certificates to receive those distributions; the rights of the class M-3 certificates to
receive distributions with respect to the mortgage loans will be subordinate to the rights of the class A, class M-
1 and class M-2 certificates to receive those distributions; the rights of the class M-4 certificates to receive
distributions with respect to the mortgage loans will be subordinate to the rights of the class A, class M-1, class
M-2 and class M-3 certificates to receive those distributions; the rights of the class M-5 certificates to receive
distributions with respect to the mortgage loans will be subordinate to the rights of the class A, class M-1, class
M-2, class M-3 and class M-4 certificates to receive those distributions; the rights of the class M-6 certificates
to receive distributions with respect to the mortgage loans will be subordinate to the rights of the class A, class
M-1, class M-2, class M-3, class M-4 and class M-5 certificates to receive those distributions; and the rights of
the class B-1 certificates to receive those distributions with respect to the mortgage loans will be subordinate to
the rights of the Class A and the Class M certificates to receive those distributions; and the rights of the class B-
2 certificates to receive those distributions with respect to the mortgage loans will be subordinate to the rights of
the Class A, the Class M and the Class B-1 certificates to receive those distributions; and the rights of the class
B-3 certificates to receive those distributions with respect to the mortgage loans will be subordinate to the rights
of the Class A, the Class M, the Class B-1 and the Class B-2 certificates to receive those distributions. This
subordination is intended to enhance the likelihood of regular receipt by higher-ranking classes of certificates of
the full amount of the monthly distributions allocable to them, and to afford protection against losses.

Allocation of losses to the subordinate certificates makes the yield to maturity on those classes of
certificates sensitive to defaults on the mortgage loans

If realized losses are incurred with respect to the mortgage loans to the extent that the aggregate
principal balance of the offered certificates exceeds the stated principal balances of the mortgage loans, the
principal balances of the subordinate certificates will be reduced in reverse order of seniority (first to the class
B-3 certificates, second to the class B-2 certificates, third to the class B-1 certificates, fourth to the class M-6
certificates, fifth to the class M-5 certificates, sixth to the class M-4 certificates, seventh to the class M-3
certificates, eighth to the class M-2 certificates and ninth to the class M-1 certificates) by the amount of the
excess. Consequently, the yields to maturity on the subordinate certificates will be sensitive, in varying
degrees, to defaults on the mortgage loans and the timing of these defaults. Investors should fully consider the
risks associated with an investment in the subordinate certificates, including the possibility that investors may
not fully recover their initial investments as a result of realized losses.

There are risks of non-payment of insured amounts under the mortgage insurance policies

Pursuant to the pooling and servicing agreement, the trustee is obligated to pay the premiums due under
the mortgage insurance policies from amounts collected on some of the mortgage loans. The trustee’s failure to
pay such premiums on behalf of the trust fund may result in cancellation of the mortgage insurance policies or
failure of the insurer to pay amounts otherwise due with respect to defaulted mortgage loans covered under such
policies. Furthermore, there can be no assurance that any filed claims will be filed properly, which may
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adversely affect the recovery of insurance proceeds on the related mortgage loan. This may have an adverse
effect on your certificates. The mortgage insurance policies will provide only limited protection against losses
on defaulted mortgage loans. For example, losses on any mortgage loan covered by a mortgage insurance policy
are covered only up to such policy’s limits. In addition, the mortgage insurance policies will not cover some
losses resulting from fraud or certain other losses resulting from irregularities in the way a mortgage loan was
originated or serviced, or certain other losses described in the mortgage insurance policies. Any such lack of
coverage may reduce the payments you would otherwise receive on your certificates. In addition, despite having
a contractual obligation to pay claims covered by the mortgage insurance policies, in the event of the
bankruptcy or insolvency of Radian Guaranty Inc., the mortgage insurer, we cannot assure you that Radian
Guaranty Inc. would be able to pay such claims. This may have an adverse effect on your certificates. See
“Servicing of the Mortgage Loans-Primary Mortgage Insurance.”

Ratings on the certificates will depend, in part, on the creditworthiness of the mortgage insurance
provider

The ratings assigned to the certificates by the rating agencies will be based, in part, on the credit
characteristics of the mortgage loans and on ratings assigned to Radian Guaranty Inc., the primary mortgage
insurance provider with respect to the approximately 73.18% of the mortgage loans (by principal balance) as of
the cut-off date (subject to a possible variance of approximately 1%). Any reduction in the ratings assigned to
Radian Guaranty Inc. by the rating agencies could result in the reduction of the ratings assigned to the
certificates. This reduction in ratings could adversely affect the liquidity and market value of the certificates.
See ““Servicing of the Mortgage Loans—Primary Mortgage Insurance” for information regarding the ratings
assigned to Radian Guaranty Inc.

Delays and expenses connected with the liquidation of mortgaged properties may result in losses to you

Even assuming that the mortgaged properties provide adequate security for the mortgage loans, there
could be substantial delays in connection with the liquidation of mortgage loans that are delinquent and
resulting shortfalls in distributions to you could occur. Further, liquidation expenses, such as legal fees, real
estate taxes and maintenance and preservation expenses, will reduce the security for the mortgage loans and
thereby reduce the proceeds payable to you. If any of the mortgaged properties fail to provide adequate security
for the related mortgage loans, you could experience a loss, particularly if you are a holder of one of the most
subordinate classes.

Ratings on the certificates do not address all of the factors you should consider when purchasing
certificates

The rating of each class of certificates will depend primarily on an assessment by the rating agencies of
the mortgage loans as well as the structure of the transaction. The rating by the rating agencies of any class of
certificates is not a recommendation to purchase, hold or sell any rated certificates, inasmuch as the rating does
not comment as to the market price or suitability for a particular investor. There is no assurance that the ratings
will remain in place for any given period of time or that the ratings will not be qualified, lowered or withdrawn
by the rating agencies. In general, the ratings address credit risk and do not address the likelihood of
prepayments or the likelihood that any floating rate certificate carryover amounts will be paid. See “Ratings”
in this prospectus supplement.
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Collections on the mortgage loans may be delayed or reduced if the seller or the servicer becomes
insolvent

The sale of the mortgage loans from Merrill Lynch Mortgage Lending, Inc. to Merrill Lynch Mortgage
Investors, Inc. will be treated as a sale of the mortgage loans. However, in the event of an insolvency of Merrill
Lynch Mortgage Lending, Inc., the conservator, receiver or trustee in bankruptcy of such entity may attempt to
recharacterize the mortgage loan sales as a borrowing, secured by a pledge of the applicable mortgage loans. If
these transfers were to be challenged, delays in payments of the certificates and reductions in the amounts of
these payments could occur.

In the event of a bankruptcy or insolvency of Wilshire Credit Corporation, as servicer, the bankruptcy
trustee or receiver may have the power to prevent Wells Fargo Bank, N.A., as trustee, or the certificateholders
from appointing a successor servicer. Regardless of whether a successor servicer is appointed, any termination
of Wilshire Credit Corporation as servicer (whether due to bankruptcy or insolvency or otherwise) could
adversely affect the servicing of the mortgage loans, including the delinquency experience of the mortgage
loans.

The certificates may be inappropriate for individual investors

The certificates may not be an appropriate investment for you if you do not have sufficient resources or
expertise to evaluate the particular characteristics of the applicable class of certificates. This may be the case
because, among other things:

e The yield to maturity of offered certificates purchased at a price other than par will be sensitive to
the uncertain rate and timing of principal prepayments on the mortgage loans;

e The rate of principal distributions on, and the weighted average life of, the certificates will be
sensitive to the uncertain rate and timing of principal prepayments on the mortgage loans and the
priority of principal distributions among the classes of certificates, and for that reason, the
certificates may be inappropriate investments for you if you require a distribution of a particular
amount of principal on a specific date or an otherwise predictable stream of distributions;

¢ You may not be able to reinvest amounts distributed in respect of principal on an offered certificate
(which, in general, are expected to be greater during periods of relatively low interest rates) at a rate
at least as high as the pass-through rates on the certificates; or

e It is possible that a secondary market for the certificates will not develop or that your investment
may not be liquid. Lack of liquidity could result in a substantial decrease in the market value of your
certificates.

You should also carefully consider the further risks and other special considerations discussed above and
under the heading “Yield, Prepayment and Maturity Considerations” in this prospectus supplement, and in the
prospectus under the heading “Risk Factors.”
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Mortgage loans secured by junior liens may experience a higher rate of loss than mortgage loans secured
by senior liens

Since the mortgage loans are secured in certain cases by junior liens subordinate to the rights of the
mortgagees or beneficiaries under the related senior mortgages or deeds of trust, the proceeds from any
liquidation, insurance or condemnation proceedings will be available to satisfy the outstanding balance of such
a junior mortgage loan only to the extent that the claims of such senior mortgagees or beneficiaries have been
satisfied in full, including any related foreclosure costs. In addition, a junior mortgagee may not foreclose on
the property securing a junior mortgage unless it forecloses subject to the senior mortgages or deeds of trust, in
which case it must pay the entire amount due on the senior mortgages or deeds of trust to the senior mortgagees
in the event the mortgagor is in default thereunder. In servicing junior mortgages in its portfolio, it is generally
the servicer’s practice to satisfy the senior mortgages at or prior to the foreclosure sale.

The geographic concentration of mortgage loans means your investment may be especially sensitive to
economic conditions in particular states

As of the cut-off date, approximately 28.77%, 11.53%, 10.12% and 7.83%% of the mortgaged
properties were located in California, New York, Florida and New Jersey, respectively. An overall decline in
the residential real estate market in these states could adversely affect the values of the mortgaged properties
securing the related mortgage loans. As the residential real estate market is influenced by many factors,
including the general condition of the economy and interest rates, we cannot assure you that the residential real
estate market in these states will not weaken. If the residential real estate market in these states should
experience an overall decline in property values, the rates of losses on the related mortgage loans would be
expected to increase, and could increase substantially. Natural disasters affect regions of the United States from
time to time, and may result in increased losses on mortgage loans in those regions, or in insurance payments
that will constitute prepayments of principal of those mortgage loans. Properties in these states, particularly
California and Florida may be more susceptible than homes located in other parts of the country to certain types
of uninsurable hazards, such as earthquakes and hurricanes, as well as floods, wildfires, mudslides and other
natural disasters.

Mortgage loans with interest-only payments may experience higher default rates

Approximately 27.44% of the mortgage loans by aggregate principal balance of the mortgage loans as of
the cut-off date provide for payment of interest at the related mortgage rate, but no payment of principal, for a
period of two to five years following the origination of the mortgage loan. Following the applicable period, the
monthly payment with respect to each of these mortgage loans will be increased to an amount sufficient to
amortize the principal balance of the mortgage loan over the remaining term and to pay interest at the related
mortgage rate.

The presence of these mortgage loans will, absent other considerations, result in longer weighted
average lives of the offered certificates than would have been the case had these mortgage loans not been
included in the trust fund. If you purchase a certificate at a discount, you should consider that the extension of
weighted average lives could result in a lower yield than would be the case if these mortgage loans provided for
payment of principal and interest on every payment date. In addition, a borrower may view the absence of any
obligation to make a payment of principal during the first two to five years of the term of a mortgage loan as a
disincentive to prepayment.

11629396.4. BUSINESS S-21



If a recalculated monthly payment as described above is substantially higher than a borrower’s previous
interest-only monthly payment, that mortgage loan may be subject to an increased risk of delinquency and loss.

The mortgage pool may contain delinquent mortgage loans, which may decrease the amount of principal
distributed to you

The trust fund may include mortgage loans which are delinquent as of the cut-off date. It is expected
that as of the cut-off date not more than approximately 1.50% of the mortgage loans (by the cut-off date
principal balance) will be between 31 and 60 days delinquent, and it is expected that none of the mortgage loans
will be 61 days or more delinquent. If there are not sufficient funds from amounts collected on the mortgage
loans, the aggregate amount of principal returned to any class of offered certificateholders may be less than the
certificate principal balance of a class on the day that class was issued. Delinquency information presented in
this prospectus supplement as of the cut-off date is determined and prepared as of the close of business on the
last business day immediately prior to the cut-off date.

The certificates lack SMMEA eligibility and may lack liquidity, which may limit your ability to sell

The underwriter intends to make a secondary market in the offered certificates, but will have no
obligation to do so. We cannot assure you that a secondary market for any class of offered certificates will
develop, or if one does develop, that it will continue or provide sufficient liquidity of investment or that it will
remain for the term of the related class of offered certificates. The offered certificates will not constitute
“mortgage related securities” for purposes of the Secondary Mortgage Market Enhancement Act of 1984, as
amended. Accordingly, many institutions with legal authority to invest in SMMEA securities will not be able to
invest in the offered certificates, thereby limiting the market for the offered certificates. In light of those risks,
you should consult your own counsel as to whether you have the legal authority to invest in non-SMMEA
securities such as the offered certificates. See ““Legal Investment™ in this prospectus supplement and in the
prospectus.

Payments due under the terms of the cap contract may be delayed, reduced or eliminated if the cap
contract counterparty, Bear Stearns Financial Products Inc., becomes insolvent

The trust fund will include a one-month LIBOR cap contract for the benefit of the offered certificates
under which the cap contract counterparty, Bear Stearns Financial Products Inc., is obligated on any distribution
date to make certain payments to the trust fund in the event that LIBOR exceeds the lower collar shown in the
table beginning on page S-68 with respect to that distribution date. The cap contract will terminate following
the distribution date in March 2012. However, in the event of the insolvency or bankruptcy of the cap contract
counterparty, payments due under the cap contract may be delayed, reduced or eliminated. Moreover, the cap
contract may be subject to early termination if either party thereto fails to perform or the cap contract becomes
illegal or subject to certain kinds of taxation. In the event of early termination, there will not be a replacement
cap contract.

Violations of federal, state and local laws

Federal, state and local laws regulate the underwriting, origination, servicing and collection of the
mortgage loans. These laws have changed over time and have become more restrictive or stringent with respect
to specific activities of servicers and originators. Actual or alleged violations of these federal, state and local
laws may, among other things:
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o limit the ability of the servicer to collect principal or interest on the mortgage loans,
o provide the borrowers with a right to rescind the mortgage loans,

J entitle the borrowers to refunds of amounts previously paid or to set-off those amounts against
their loan obligations,

o result in a litigation proceeding (including class action litigation) being brought against the trust
fund, and

J subject the trust fund to liability for expenses, penalties and damages resulting from the
violations.

As a result, these violations or alleged violations could result in shortfalls in the distributions due on
your certificates. See “Certain Legal Aspects of Mortgage Loans™ in the prospectus.

Recent developments may increase risk of loss on the mortgage loans

The Servicemembers Civil Relief Act and comparable state legislation provide relief to mortgagors who
enter active military service and to mortgagors in reserve status who are called to active duty after the
origination of their mortgage loans. Certain state laws provide relief similar to that of the Servicemembers Civil
Relief Act and may permit the mortgagor to delay or forgo certain interest and principal payments. The
response of the United States to the terrorist attacks on September 11, 2001 and to the current situation in Iraq
and Afghanistan has involved military operations that have placed a substantial number of citizens on active
duty status, including persons in reserve status or in the National Guard who have been called or will be called
to active duty. It is possible that the number of reservists and members of the National Guard placed on active
duty status in the near future may increase. The Servicemembers Civil Relief Act provides generally that a
mortgagor who is covered by the Servicemembers Civil Relief Act may not be charged interest on a mortgage
loan in excess of 6% per annum during the period of the mortgagor’s active duty. These shortfalls are not
required to be paid by the mortgagor at any future time. The servicer will not advance these shortfalls as
delinquent payments and such shortfalls are not covered by any form of credit enhancement on the certificates.
Shortfalls on the mortgage loans due to the application of the Servicemembers Civil Relief Act or similar state
legislation or regulations will reduce the amount of collections available for distribution on the certificates.

The Servicemembers Civil Relief Act also limits the ability of the servicer to foreclose on a mortgage
loan during the mortgagor’s period of active duty and, in some cases, during an additional three-month period
thereafter. As a result, there may be delays in payment and increased losses on the mortgage loans. Those
delays and increased losses will be borne primarily by the outstanding class of certificates with the lowest
payment priority.

We do not know how many mortgage loans have been or may be affected by the application of the
Servicemembers Civil Relief Act or any similar state legislation. See ““Certain Legal Aspects of Mortgage
Loans—Servicemembers Civil Relief Act of 1940 in the prospectus.

High cost loans

None of the mortgage loans are covered by the Home Ownership and Equity Protection Act of 1994. In
addition to the Home Ownership and Equity Protection Act of 1994, however, a number of legislative proposals

11629396.4. BUSINESS S-23



have been introduced at both the federal and state levels that are designed to discourage predatory lending
practices. Some states have enacted, or may enact, laws or regulations that prohibit inclusion of some
provisions in mortgage loans that have mortgage rates or origination costs in excess of prescribed levels, and
require that borrowers be given certain disclosures prior to the consummation of such mortgage loans. In some
cases, state law may impose requirements and restrictions greater than those in the Home Ownership and Equity
Protection Act of 1994. The failure to comply with these laws could subject the trust fund, and other assignees
of the mortgage loans, to monetary penalties and could result in the borrowers rescinding such mortgage loans
against either the trust fund or subsequent holders of the mortgage loans. Lawsuits have been brought in
various states making claims against assignees of High Cost Loans for violations of state law. Named
defendants in these cases include numerous participants within the secondary mortgage market, including some
securitization trusts.

Forward-Looking Statements

In this prospectus supplement and the attached prospectus, we use forward-looking statements. These
forward-looking statements are found in the material, including each of the tables, set forth under “Risk
Factors” and “Yield, Prepayment and Maturity Considerations.” Forward-looking statements are also found
elsewhere in this prospectus supplement and the prospectus and include words like “expects,” “intends,”
“anticipates,” “estimates” and other similar words. These statements are inherently subject to a variety of risks
and uncertainties. Actual results may differ materially from those we anticipate due to changes in, among other

things:

J economic conditions and industry competition;

° political, social and economic conditions;

o the law and government regulatory initiatives; and
o interest rate fluctuations.

We will not update or revise any forward-looking statements to reflect changes in our expectations or
changes in the conditions or circumstances on which these statements were originally based.

Glossary
A glossary of defined terms used in this prospectus supplement begins on page S-104.
The Mortgage Pool
General

The mortgage pool with respect to the certificates consisted as of the Cut-off Date of approximately
4,613 conventional mortgage loans evidenced by promissory notes having an aggregate principal balance of
approximately $901,907,018. The mortgage pool consists of both fixed rate and adjustable rate mortgage loans.
The mortgage pool will be divided into two groups, referred to as Group One and Group Two. Group One,
representing approximately 44.92% of the entire mortgage pool, will consist of first or second lien fixed rate
mortgage loans and adjustable rate mortgage loans that, with respect to the first lien mortgage loans, had a
principal balance at origination of no more than $359,650 if a single-unit property (or $539,475 if the property
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is located in Hawaii or Alaska), $460,400 if a two-unit property (or $690,600 if the property is located in
Hawaii or Alaska), $556,500 if a three-unit property (or $834,750 if the property is located in Hawaii or
Alaska), or $691,600 if a four-unit property (or $1,037,400 if the property is located in Hawaii or Alaska) and
second lien fixed rate mortgage loans that had a principal balance at origination of no more than $179,825 (or
$269,725 if the property is located in Hawaii or Alaska). Group Two, representing approximately 55.08% of
the entire mortgage pool, will consist of first and second lien fixed rate mortgage loans and adjustable rate
mortgage loans that had a principal balance at origination that may or may not conform to the criteria specified
above for mortgage loans included in Group One.

The Class A-1 and Class R Certificates will generally represent interests in the Group One Mortgage
Loans. On each Distribution Date, principal and interest received with respect to the Group One Mortgage
Loans will generally be applied to pay principal and interest with respect to the Class A-1 and Class R
Certificates. The Class A-2 Certificates will generally represent interests in the Group Two Mortgage Loans.
On each Distribution Date, principal and interest received with respect to the Group Two Mortgage Loans will
be generally applied to pay principal and interest on the Class A-2 Certificates. The Class M and Class B
Certificates will generally represent interests in both Group One and Group Two Mortgage Loans.

References herein to percentages of Mortgage Loans refer in each case to the percentage of the
aggregate principal balance of all of the Mortgage Loans in the mortgage pool or, as the case may be, the
Mortgage Loans in the applicable loan group, as of the Cut-off Date, based on the outstanding principal
balances of such Mortgage Loans as of the Cut-off Date, after giving effect to Scheduled Payments due on or
prior to the Cut-off Date, whether or not received. References to percentages of mortgaged properties refer, in
each case, to the percentages of aggregate principal balances of the related Mortgage Loans (determined as
described in the preceding sentence).

The mortgage notes are secured by mortgages or deeds of trust or other similar security instruments
creating first or second liens on real properties including single-family residences, two- to four-family dwelling
units and condominiums. The Trust Fund includes, in addition to the mortgage pool, the following:

. certain amounts held from time to time in Accounts maintained in the name of the Trustee under
the Pooling and Servicing Agreement;

o any property which initially secured a Mortgage Loan and which is acquired by foreclosure or
deed-in-lieu of foreclosure;

o all insurance policies described below, along with the proceeds of those policies; and
o rights to require repurchase of the Mortgage Loans by Fremont for breach of representation or
warranty.

The Mortgage Loans to be included in the Trust Fund have been purchased by the Seller and have been
originated substantially in accordance with the underwriting criteria for sub-prime mortgage loans described
herein under “Underwriting Guidelines.” Sub-prime mortgage loans are generally mortgage loans made to
borrowers who do not qualify for financing under conventional underwriting criteria due to prior credit
difficulties, the inability to satisfy conventional documentation standards and/or conventional debt-to-income
ratios.
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All of the Mortgage Loans were originated or acquired by Fremont and subsequently purchased by the
Seller in a bulk acquisition. Approximately 0.30% of the Mortgage Loans were originated in 2004, and
approximately 99.70% of the Mortgage Loans were originated in 2005.

Scheduled Payments either earlier or later than the scheduled Due Dates on the Mortgage Loans will not
affect the amortization schedule or the relative application of these payments to principal and interest. Any
Mortgage Loan may be prepaid in full or in part at any time; however, approximately 81.26% of the Mortgage
Loans provided at origination for the payment by the borrower of a prepayment charge in limited circumstances
on full or partial prepayments made during the prepayment charge term. The weighted average prepayment
charge term at origination is approximately 24 months with respect to the Mortgage Loans which have
prepayment charges. In general, the related mortgage note will provide that a prepayment charge will apply if,
during the prepayment charge term, the borrower prepays the mortgage loan in full or in part. The enforceability
of prepayment charges is unclear under the laws of many states. Prepayment charges will not be available for
distribution to holders of the offered certificates. See ““Certain Legal Aspects of Mortgage Loans™ in the
prospectus.

Approximately 22.38% of the Mortgage Loans in the mortgage pool are Fixed Rate Mortgage Loans.

Approximately 73.12% of the Mortgage Loans as of the Cut-off Date are 2/28 LIBOR Loans. The 2/28
LIBOR Loans are subject to a weighted average Periodic Rate Cap of approximately 3.000% with respect to the
first Adjustment Date and a weighted average Periodic Rate Cap of approximately 1.500% with respect to each
Adjustment Date thereafter. All of the 2/28 LIBOR Loans have a Maximum Mortgage Rate equal to the initial
Mortgage Rate plus approximately 7.000% and have a Minimum Mortgage Rate equal to the initial Mortgage
Rate.

Approximately 2.63% of the Mortgage Loans as of the Cut-off Date are 3/27 LIBOR Loans. The 3/27
LIBOR Loans are subject to a weighted average Periodic Rate Cap of approximately 3.000% with respect to the
first Adjustment Date and a weighted average Periodic Rate Cap of approximately 1.500% with respect to each
Adjustment Date thereafter. All of the 3/27 LIBOR Loans have a Maximum Mortgage Rate equal to the initial
Mortgage Rate plus approximately 7.000% and have a Minimum Mortgage Rate equal to the initial Mortgage
Rate.

Approximately 1.86% of the Mortgage Loans as of the Cut-off Date are 5/25 LIBOR Loans. The 5/25
LIBOR Loans are subject to a weighted average Periodic Rate Cap of approximately 3.000% with respect to the
first Adjustment Date and a weighted average Periodic Rate Cap of approximately 1.500% with respect to each
Adjustment Date thereafter. Substantially all of the 5/25 LIBOR Loans have a Maximum Mortgage Rate equal
to the initial Mortgage Rate plus approximately 7.000% and have a Minimum Mortgage Rate equal to the initial
Mortgage Rate.

As of the Cut-off Date, the aggregate original principal balance of the Mortgage Loans was
approximately $903,776,591. As of the Cut-off Date, the aggregate outstanding principal balance of the
Mortgage Loans was approximately $901,907,018, the minimum outstanding principal balance was
approximately $4,764, the maximum outstanding principal balance was approximately $1,000,000, the lowest
current Mortgage Rate and the highest current Mortgage Rate were 4.990% and 13.250% per annum,
respectively, and the weighted average Mortgage Rate was approximately 7.134% per annum.
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Approximately 27.44% of the Mortgage Loans as of the Cut-off Date are Interest-Only Mortgage Loans.
Approximately 15.00% of the Group One Mortgage Loans as of the Cut-off Date are Interest-Only Mortgage
Loans. Approximately 37.58% of the Group Two Mortgage Loans as of the Cut-off Date are Interest-Only
Mortgage Loans.

None of the Mortgage Loans as of the Cut-off Date are Balloon Loans.

The weighted average Original Loan-to-Value Ratio as of the Cut-off Date was approximately 82.07%.
With respect to the Mortgage Loans in a second lien position, such Original Loan-to-Value Ratio was calculated
using the Combined Loan-to-Value Ratio for such Mortgage Loans. Approximately 5.57% of the Mortgage
Loans are in a second lien position and the weighted average second lien ratio for such Mortgage Loans is
approximately 19.11%. Approximately 1.97% of the Group One Mortgage Loans are in a second lien position
and the weighted average second lien ratio for such Group One Mortgage Loans is 19.44%. Approximately
8.51% of the Group Two Mortgage Loans are in a second lien position and the weighted average second lien
ratio for such Group Two Mortgage Loans is 19.05%.

The weighted average Credit Score of the Mortgage Loans as of the Cut-off Date was approximately
630. The Credit Scores are generated by models developed by a third party and are made available to lenders
through three national credit bureaus. The models were derived by analyzing data on consumers in order to
establish patterns which are believed to be indicative of the borrower’s probability of default. The Credit Score
is based on a borrower’s historical credit data, including, among other things, payment history, delinquencies on
accounts, levels of outstanding indebtedness, length of credit history, types of credit, and bankruptcy
experience. Credit Scores range from approximately 350 to approximately 900, with higher scores indicating
an individual with a more favorable credit history compared to an individual with a lower score. However, a
Credit Score purports only to be a measurement of the relative degree of risk a borrower represents to a lender,
i.e., that a borrower with a higher score is statistically expected to be less likely to default in payment than a
borrower with a lower score. In addition, it should be noted that Credit Scores were developed to indicate a
level of default probability over a two-year period which does not correspond to the life of a mortgage loan.
Furthermore, Credit Scores were not developed specifically for use in connection with mortgage loans, but for
consumer loans in general. Therefore, a Credit Score does not take into consideration the effect of mortgage
loan characteristics on the probability of prepayment by the borrower. None of the Depositor, the Seller or the
Servicer makes any representations or warranties as to the actual performance of any Mortgage Loan or that a
particular Credit Score should be relied upon as a basis for an expectation that the borrower will repay the
Mortgage Loan according to its terms.

As used herein, the Credit Score of a Mortgage Loan is generally equal to the lower of two credit scores
or the middle of three scores for two-file and three-file credit reports, respectively.

Mortgage Loans

The following tables describe the Mortgage Loans and the related mortgaged properties as of the close
of business on the Cut-off Date. The sum of the columns below may not equal the total indicated due to
rounding.
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Mortgage Rates

Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original Percent  Percent
Range of Mortgage Rates Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
5.500% O 1€SS ..evvevrceerercreennnnn 66 $ 21,919,796 2.43% 5.322% 670 $332,118 78.31% 97.87% 75.61%
5.501% to 6.000% 367 111,297,717 12.34 5.856 656 303,264 79.73 85.57 58.42
6.001% to 6.500% .. 620 163,779,812 18.16 6.329 650 264,161 80.37 71.41 37.30
6.501% to 7.000% 848 213,057,748 23.62 6.810 634 251,247 81.28 59.66 30.16
7.001% to 7.500% 627 136,914,317 15.18 7.298 621 218,364 82.97 60.11 19.70
7.501% to 8.000% .. 567 112,889,479 12.52 7.783 603 199,100 82.67 48.24 10.36
8.001% to 8.500% 289 48,802,081 5.41 8.291 598 168,865 82.87 45.14 2.50
8.501% t0 9.000% .....evevveenee. 357 34,814,949 3.86 8.805 609 97,521 87.06 54.77 1.37
9.001% to 9.500% . 184 15,828,984 1.76 9.303 623 86,027 87.14 43.00 0.99
9.501% t0 10.000% .......cocone.. 225 18,375,111 2.04 9.841 599 81,667 87.34 33.47 0.00
10.001% to 10.500%................ 138 8,542,501 0.95 10.272 614 61,902 93.30 69.42 0.00
10.501% to 11.000% . 201 9,624,100 1.07 10.793 606 47,881 91.50 71.36 0.00
11.001% to 11.500%................ 71 4,136,050 0.46 11.236 610 58,254 92.99 57.02 0.00
11.501% to 12.000%.......co..... 22 1,301,254 0.14 11.865 570 59,148 64.63 26.29 0.00
12.001% to 12.500% . 25 261,928 0.03 12.266 639 10,477 93.94 100.00 0.00
12.501% to 13.000%................ 5 355,695 0.04 12.964 528 71,139 67.44 8.15 0.00
13.001% t0 13.500% ve.vrvever.. 1 5,495 0.00 13.250 603 5,495 95.00 100.00 0.00
TOtAL: oo 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

As of the Cut-off Date, the Mortgage Rates of the Mortgage Loans ranged from 4.990% per annum to
13.250% per annum and the weighted average Mortgage Rate of the Mortgage Loans was approximately

7.134% per annum.

Remaining Months to Stated Maturity

Aggregate Weighted Average Weighted
Number of Principal Percentof ~ Weighted  Average Principal Average
Range of Remaining Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Terms (Months) Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
4910 60 ..o 6 $ 44,802 0.00% 12.166% 617 $7,467 95.00% 100.00% 0.00%
1090 120 v 55 854,285 0.09 11.004 632 15,532 96.94 87.01 0.00
16910 180 ..cuveveeeviieennn 55 1,712,913 0.19 9.294 653 31,144 88.28 93.76 0.00
229 to 240.. 100 3,976,431 0.44 8.777 652 39,764 94.31 87.25 0.00
349 to 360 .. 4,397 895,318,588 99.27 7.119 630 203,620 81.99 62.72 27.64
Total:.uereeerenan. 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

As of the Cut-off Date, the remaining terms to stated maturity of the Mortgage Loans ranged from 57
months to 357 months and the weighted average remaining term to stated maturity of the Mortgage Loans was

approximately 356 months.
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Original Mortgage Loan Principal Balances

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average

Range of Original Mortgage Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Loan Principal Balances Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
$50,000 Or 1€8S ..evvvrcvverceinnee 579 $17,628,505 1.95% 9.934% 638 $30,446 98.28% 82.06% 0.00%
$50,001 to $100,000 ................ 685 51,529,312 5.71 8.669 628 75,225 87.37 68.00 6.14
$100,001 to $150,000 ... 904 111,429,508 12.35 7.603 623 123,263 82.26 76.36 19.95
$150,001 to $200,000 .............. 692 120,346,485 13.34 7.143 621 173,911 80.77 75.13 23.41
$200,001 to $250,000 .............. 446 99,931,068 11.08 6.980 625 224,061 80.37 68.32 26.78
$250,001 to $300,000 ... 381 104,114,866 11.54 6.952 627 273,267 81.04 61.50 28.30
$300,001 to $350,000 .............. 275 89,312,932 9.90 6.779 629 324,774 82.26 60.09 29.49
$350,001 to $400,000............... 212 79,471,457 8.81 6.729 635 374,865 82.12 56.45 31.77
$400,001 to $450,000 ... 145 61,626,737 6.83 6.615 641 425,012 81.56 52.47 37.31
$450,001 to $500,000 .............. 107 51,090,826 5.66 6.911 636 477,484 81.54 44.10 27.90
$500,001 to $550,000............... 54 28,125,748 3.12 6.779 652 520,847 81.64 40.67 49.94
$550,001 to $600,000 ... 44 25,142,642 2.79 6.694 646 571,424 82.08 47.70 50.18
$600,001 to $650,000 25 15,545,304 1.72 6.784 636 621,812 83.64 51.76 32.19
$650,001 to $700,000 27 18,325,698 2.03 6.890 624 678,730 80.99 52.06 33.25
$700,001 to $750,000 ... 30 22,162,902 2.46 6.958 638 738,763 78.15 46.75 33.47
$750,001 to $800,000 1 766,969 0.09 6.100 633 766,969 70.00 100.00 0.00
$800,001 to $850,000............... 4 3,356,060 0.37 6.624 669 839,015 81.80 74.85 49.66
$950,001 to $1,000,000........... 2 2,000,000 0.22 5.875 650 1,000,000 78.46 100.00 100.00

TOtAl oo 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

As of the Cut-off Date, the outstanding principal balances of the Mortgage Loans ranged from
approximately $4,764 to approximately $1,000,000 and the average outstanding principal balance of the
Mortgage Loans was approximately $195,514.

Product Types
Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Product Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
5 Year Fixed Loans .................. 6 $ 44,802 0.00% 12.166% 617 $7,467 95.00% 100.00% 0.00%
10 Year Fixed Loans................. 55 854,285 0.09 11.004 632 15,532 96.94 87.01 0.00
15 Year Fixed Loans ................ 55 1,712,913 0.19 9.294 653 31,144 88.28 93.76 0.00
20 Year Fixed Loans ................ 100 3,976,431 0.44 8.777 652 39,764 94.31 87.25 0.00
30 Year Fixed Loans .. 1,418 195,263,298 21.65 7.595 652 137,703 87.56 70.89 0.00
2/28 LIBOR Loans.. 2,834 659,495,199 73.12 7.016 622 232,708 80.42 59.74 35.51
3/27 LIBOR Loans .. 90 23,743,469 2.63 6.405 654 263,816 79.25 76.51 55.80
5/25 LIBOR Loans .. 55 16,816,622 1.86 6.637 659 305,757 82.67 65.17 0.00
1) 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

Amortization Type

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Amortization Type Loans Qutstanding Pool Coupon Score Outstanding LTV Full Doc 10
Fully Amortizing ........c.ccceeeneee 3,698 $654,448,707 72.56% 7.403% 625 $176,974 82.30% 56.72% 0.00%
24 Month Interest-Only............ 3 1,306,098 0.14 7.029 676 435,366 85.31 55.59 100.00
60 Month Interest-Only........... 912 246,152,213 27.29 6.419 644 269,904 81.45 79.40 100.00
TOtal e 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%
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Adjustment Type

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Adjustment Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
ARM ..o 2,979 $700,055,290 77.62% 6.986% 624 $234,997 80.43% 60.44% 35.35%
Fixed Rate... oo, 1,634 201,851,728 22.38 7.648 652 123,532 87.74 71.48 0.00
TOtal: e 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%
Geographic Distributions of Mortgaged Properties
Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent  Percent
Geographic Distribution Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Alaska ....oooeevieiriieee 3 $ 314,076 0.03% 7.572% 685 $104,692 75.52% 0.00% 0.00%
Arizona .. 83 12,841,497 1.42 7.371 632 154,717 82.15 65.51 36.96
Arkansas 6 1,001,157 0.11 7.458 587 166,860 82.44 31.49 0.00
California........ccceeeveveirenennn. 929 259,488,629 28.77 6.782 635 279,320 80.46 57.77 47.13
Colorado .... 103 13,771,122 1.53 6.777 628 133,700 81.09 84.00 64.41
Connecticut ......c.coeevveereeuennene. 108 19,522,556 2.16 7.073 632 180,764 83.07 65.54 15.43
Delaware .......ccccoevevvreneeeennene. 21 2,864,722 0.32 7.186 616 136,415 84.34 62.55 10.86
District of Columbia 32 7,114,170 0.79 7.698 602 222,318 72.76 44 .47 13.55
Florida......ccoeeveiniininenne 570 91,290,383 10.12 7.327 625 160,159 82.80 71.54 22.31
(€110 ¢ . I 218 24,973,932 2.77 7.483 621 114,559 85.72 80.38 25.08
Hawaii. 61 15,439,390 1.71 7.112 641 253,105 80.11 57.70 12.71
Idaho ..o 20 1,791,646 0.20 7.645 611 89,582 85.01 91.13 12.06
THHNOIS . 292 43,831,289 4.86 7.475 624 150,107 83.45 64.04 13.26
Indiana 29 2,605,394 0.29 7.945 622 89,841 86.98 75.70 4.32
TOWa o 8 947,895 0.11 7.053 614 118,487 85.82 100.00 0.00
Kansas......cccceeevevencncnenenne. 9 1,438,999 0.16 7.039 635 159,889 85.50 73.44 27.20
Kentucky 4 201,359 0.02 7.476 662 50,340 84.00 68.78 0.00
Maine ..... 17 2,019,351 0.22 7.264 639 118,785 86.64 71.84 0.00
Maryland.... 215 44,888,905 4.98 7.230 630 208,786 82.91 72.45 26.02
Massachusetts ... 117 26,531,995 2.94 7.186 628 226,769 81.60 60.99 21.42
Michigan....... 113 11,546,730 1.28 7.820 611 102,183 84.04 65.47 10.82
Minnesota .. 87 13,182,079 1.46 7.238 627 151,518 84.26 73.48 36.14
Missouri..... 30 2,648,684 0.29 7.963 621 88,289 84.91 90.55 5.95
Montana..... 2 906,755 0.10 7.213 626 453,378 84.08 100.00 81.55
Nebraska..... 2 175,163 0.02 8.436 625 87,581 84.00 0.00 0.00
Nevada.......... 84 15,679,281 1.74 7.040 635 186,658 82.15 77.18 48.96
New Hampshire 21 4,383,938 0.49 7.476 595 208,759 82.36 35.65 12.98
New Jersey....cccoemererervennene 291 70,590,651 7.83 7.210 624 242,580 81.36 54.11 10.05
New MeXiCo......cccereruereuercnnen 17 2,476,040 0.27 7.037 621 145,649 85.67 84.21 5.62
New York 381 104,008,094 11.53 7.118 644 272,987 82.66 47.76 8.29
North Carolina.........cccceeenee 84 8,823,640 0.98 7.499 607 105,043 84.26 87.66 21.17
ORIO v 72 7,964,652 0.88 7.609 610 110,620 84.87 82.91 15.39
Oklahoma... 7 494,715 0.05 7.605 615 70,674 90.75 100.00 0.00
Oregon .......ooveevereeereeerenenes 26 3,186,245 0.35 6.915 647 122,548 82.91 96.07 58.51
Pennsylvania 63 8,931,112 0.99 7.710 617 141,764 83.20 75.00 8.70
Rhode Island 27 4,947,873 0.55 6.903 630 183,255 81.83 81.96 16.85
South Carolina..........c.ccceeee. 27 3,401,471 0.38 8.010 594 125,980 82.56 80.97 30.31
Tennessee........cccveevveneennnnee 33 3,656,265 0.41 7.625 626 110,796 85.49 80.04 12.89
83 8,960,168 0.99 7.736 616 107,954 85.08 77.90 4.42
29 3,556,887 0.39 7.148 627 122,651 83.69 93.33 36.36
3 516,189 0.06 7.212 624 172,063 84.26 58.24 0.00
Virginia 147 30,795,365 341 7.197 629 209,492 82.29 58.59 27.16
Washington........c.ccceerveeennene. 66 10,223,897 1.13 6.947 625 154,908 82.84 84.67 47.00
West Virginia.........ccoeecceenennne 8 837,711 0.09 7.197 615 104,714 76.46 37.89 0.00
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Aggregate

Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Geographic Distribution Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
WiSCONSIN ..o 63 7,005,004 0.78 7.700 624 111,191 85.36 71.82 11.75
Wyoming ... 2 129,942 0.01 8.375 623 64,971 84.00 0.00 0.00
TOtAl oo, 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

No more than approximately 0.35% of the Mortgage Loans will be secured by mortgaged properties

located in any one zip code area.
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Original Loan-To-Value Ratios

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Range of Original Loan- Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
to-Value Ratios Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
50.00% or less ...... 78 $ 11,707,647 1.30% 7.522% 595 $150,098 39.70% 49.96% 1.78%
50.01% to 55.00% ... 39 7,936,459 0.88 7.553 590 203,499 52.74 56.42 13.78
55.01% to 60.00% ... 42 8,226,115 0.91 7.117 607 195,860 57.65 57.30 6.81
60.01% to 65.00% 83 18,159,007 2.01 7.755 596 218,783 63.84 4091 10.56
65.01% to 70.00% 134 32,689,655 3.62 7.468 600 243,953 68.88 47.48 8.94
70.01% to 75.00% ... 160 42,776,777 4.74 7.229 611 267,355 73.78 42.12 17.67
75.01% to 80.00% ... . 1,879 439,691,700 48.75 6.729 638 234,003 79.86 63.30 40.85
80.01% t0 85.00% ...cevrvrveene 280 72,872,863 8.08 6.960 617 260,260 84.37 58.58 13.67
85.01% t0 90.00% .......cecc.... 818 180,290,984 19.99 7.184 625 220,405 89.78 71.26 18.89
90.01% to 95.00% ... 152 20,644,436 2.29 7.730 631 135,819 94.78 81.91 22.26
95.01% to 100.00% .. 948 66,911,375 7.42 9.161 652 70,582 99.97 67.21 7.40
1) 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

As of the Cut-off Date, the Original Loan-to-Value Ratios of the Mortgage Loans ranged from 16.06%
to 100.00%. With respect to the Mortgage Loans that are in a second lien position, this table was calculated
using the Combined Loan-to-Value Ratio for the Mortgage Loans. Approximately 5.57% of the Mortgage
Loans are in a second lien position and the weighted average Combined Loan-to-Value Ratio for the Mortgage
Loans is approximately 99.40%. The weighted average Second Lien Ratio for the Mortgage Loans is

approximately 19.11%.

Loan Purpose

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Loan Purpose Loans Outstanding Pool Coupon Score Qutstanding LTV Full Doc 10
Refinance - Cashout.................. 1,915 $448,862,344 49.77% 7.078% 623 $234,393 80.38% 56.15% 20.76%
Purchase........cccooeevevncnncnne. 2,645 442,009,470 49.01 7.195 637 167,111 83.81 69.60 34.21
Refinance - Rate Term ............. 53 11,035,204 1.22 7.009 619 208,211 81.14 69.69 28.01
Total: v 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%
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Types Of Mortgaged Properties

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Property Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Single Family ........cccovceuvveunnee 3,856 $737,675,606 81.79% 7.125% 627 $191,306 82.16% 65.30% 29.10%
Two- to Four-Family ............... 420 105,187,012 11.66 7.214 644 250,445 81.22 45.77 11.60
Condominium ..., 337 59,044,400 6.55 7.107 641 175,206 82.44 63.56 34.93
TOtal: e, 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%
Documentation Summary
Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Documentation Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Full Documentation.................. 3,201 $567,365,478 62.91% 6.948% 628 $177,246 82.97%  100.00% 34.58%
Stated Documentation .............. 1314 305,896,637 33.92 7.498 634 232,798 80.18 0.00 14.30
Easy Documentation................ 98 28,644,904 3.18 6.951 622 292,295 84.38 0.00 26.32
TOtAL: e 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%
Occupancy Types
Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original ~ Percent  Percent
Occupancy Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Primary ......cocoeeveverrennnne 4,264 $844,866,467 93.68% 7.090% 629 $198,139 82.35% 64.02% 29.19%
Investment..........c..cceenee. 315 50,907,583 5.64 7.858 641 161,611 71.57 44.82 0.00
Second Home ..o 34 6,132,968 0.68 7.288 615 180,381 81.15 59.38 13.50
Total: cveeeeeeeeeven. 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

The information set forth above with respect to occupancy is based upon representations of the related
mortgagors at the time of origination.

11629396.4. BUSINESS

S-33



Mortgage Loan Age Summary

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Loan Age Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
(Months) Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
3 s 3,822 $727,940,505 80.71% 7.187% 629 $190,461 82.15% 61.12% 21.10%
Ao 667 146,462,867 16.24 6.869 635 219,585 81.42 70.87 55.74
110 21,684,179 2.40 7.151 623 197,129 83.17 72.90 45.83
7 3,122,615 0.35 6.843 636 446,088 87.43 68.81 48.88
T e, 7 2,696,851 0.30 7.573 644 385,264 79.05 24.76 26.81
Total: eeevereererernn, 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

As of the Cut-off Date, the weighted average age of the Mortgage Loans was approximately 3 months.

Prepayment Charges

Number Aggregate Weighted Average Weighted
of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original ~ Percent  Percent
Prepayment Charge Term Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
NODE .o 1,005 $168,978,295 18.74% 7.401% 624 $168,138 82.93% 61.27% 15.76%
12 Months... . 639 143,007,911 15.86 7.199 638 223,300 81.96 58.39 19.48
24 Months..........cccceueuennnne 2,393 473,098,788 52.46 7.087 626 197,701 81.52 61.83 37.20
30 Months.......cooevvrreennen. 2 474,400 0.05 7.025 626 237,200 84.25 100.00 100.00
36 MONthS. oo 574 116,347,624 12.90 6.861 646 202,696 83.19 75.05 14.20
TOtal oo 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

The weighted average prepayment charge term at origination with respect to the Mortgage Loans having
prepayment charges is approximately 24 months.
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Credit Scores

Aggregate Weighted Average Weighted

Number of Principal Percent of Weighted Average Principal Average

Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Range of Credit Scores Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
500 1 $ 196,265 0.02% 8.850% 500 $196,265 79.97% 0.00% 0.00%
501 to 525 104 21,773,096 2.41 8.615 513 209,357 69.21 26.57 0.00
526 to 550 133 26,505,263 2.94 8.252 539 199,288 75.01 38.10 0.00
551 to 575 340 68,504,144 7.60 7.707 563 201,483 79.35 70.80 0.00
576 to 600 741 134,304,691 14.89 7.301 590 181,248 81.36 80.16 35.99
601 to 625 958 176,351,497 19.55 7.152 613 184,083 83.97 69.77 28.12
626 to 650 1,029 201,884,765 22.38 7.064 638 196,195 83.23 54.24 25.06
651 to 675 566 114,784,062 12.73 6.807 661 202,799 83.33 64.77 36.27
676 to 700 348 73,427,562 8.14 6.610 687 210,999 82.30 58.38 40.14
701 to 725 200 44,731,795 4.96 6.738 713 223,659 82.27 54.04 32.65
726 to 750 96 19,429,701 2.15 6.601 736 202,393 83.06 61.21 30.74
751 to 775 71 14,929,935 1.66 6.687 760 210,281 81.99 45.90 34.92
776 to 800 17 3,474,534 0.39 6.623 785 204,384 79.47 49.61 47.84
801 to 810 9 1,609,708 0.18 7.107 805 178,856 81.19 57.96 23.66
Total: 4,613 $901,907,018 100.00% 7.134% 630 $195,514 82.07% 62.91% 27.44%

The Credit Scores of the Mortgage Loans that were scored as of the Cut-off Date ranged from 500 to
810 and the weighted average Credit Score of the Mortgage Loans that were scored as of the Cut-off Date was

approximately 630.
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Gross Margins

(Excludes Fixed Rate Mortgage Loans)

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Range of Gross Margins Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
2.501% to 3.000%......... 2 $ 368,744 0.05% 7.574% 640 $184,372 93.94% 100.00% 69.70%
4.001% to 4.500%......... 2 469,600 0.07 4.990 654 234,800 68.97 100.00 100.00
4.501% to 5.000%......... 37 11,999,787 1.71 5.441 662 324,319 79.41 96.15 77.10
5.001% to 5.500% .. 157 48,019,510 6.86 5.894 650 305,857 79.19 85.06 64.42
5.501% to 6.000% .. 274 69,897,682 9.98 6.370 644 255,101 79.29 67.14 41.35
6.001% to 6.500% .. 313 82,248,948 11.75 6.627 633 262,776 81.17 60.62 37.03
6.501% t0 7.000% ......... 2,194 487,051,020 69.57 7.282 616 221,992 80.62 56.07 30.22
Total: oo, 2,979 $700,055,290 100.00% 6.986% 624 $234,997 80.43% 60.44% 35.35%

As of the Cut-off Date, the gross margins for the Adjustable Rate Mortgage Loans ranged from 3.000%
per annum to 6.990% per annum and the weighted average gross margin for the Adjustable Rate Mortgage
Loans was approximately 6.593% per annum.

Maximum Mortgage Rates

(Excludes Fixed Rate Mortgage Loans)

Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average

Range of Maximum Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Mortgage Rates Loans Qutstanding Pool Coupon Score Qutstanding LTV Full Doc 10
11.501% to 12.000%........ 7 $ 2,247,391 0.32% 4.990% 678 $321,056 72.71% 100.00% 80.64%
12.001% to 12.500%....... 59 19,672,405 2.81 5.360 669 333,431 78.95 97.62 75.04
12.501% to 13.000%....... 310 95,179,796 13.60 5.833 651 307,032 79.35 85.97 68.32
13.001% to 13.500%....... 477 126,041,386 18.00 6.331 643 264,238 79.66 70.67 48.47
13.501% to 14.000%....... 676 169,598,638 24.23 6.809 629 250,886 80.83 56.90 37.88
14.001% to 14.500%....... 514 112,078,301 16.01 7.305 618 218,051 82.51 55.80 24.07
14.501% to 15.000%........ 456 95,420,018 13.63 7.784 599 209,254 81.98 43.64 12.25
15.001% to 15.500%....... 204 38,773,172 5.54 8.284 587 190,065 81.07 39.93 3.15
15.501% to 16.000%....... 140 21,181,656 3.03 8.773 572 151,298 80.57 38.93 2.26
16.001% to 16.500%....... 53 6,856,760 0.98 9.228 561 129,373 72.48 33.44 2.28
16.501% to 17.000%....... 47 7,374,866 1.05 9.820 536 156,912 70.90 21.27 0.00
17.001% to 17.500%....... 12 1,647,934 0.24 10.334 552 137,328 66.84 41.94 0.00
17.501% to 18.000%........ 10 2,021,721 0.29 10.709 585 202,172 63.18 64.16 0.00
18.001% to 18.500%....... 6 614,431 0.09 11.247 579 102,405 55.45 60.80 0.00
18.501% to 19.000%....... 6 1,020,092 0.15 11.887 548 170,015 5591 10.63 0.00
19.501% to 20.000%....... 2 326,722 0.05 12.982 520 163,361 65.00 0.00 0.00

Total: e, 2,979 $700,055,290 100.00% 6.986% 624 $234,997 80.43% 60.44% 35.35%

As of the Cut-off Date, the Maximum Mortgage Rates for the Adjustable Rate Mortgage Loans ranged
from 11.990% per annum to 19.990% per annum and the weighted average Maximum Mortgage Rate for the
Adjustable Rate Mortgage Loans was 13.986% per annum.
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Next Rate Adjustment Date

(Excludes Fixed Rate Mortgage Loans)

Number Aggregate Weighted Average Weighted
of Principal Percentof  Weighted Average Principal Average
Next Rate Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Adjustment Date Loans Qutstanding Pool Coupon Score Outstanding LTV Full Doc 10
January 2007 ............... 6 $ 2,324,172 0.33% 7.712% 656 $387,362 79.07% 12.70% 31.10%
February 2007 ............. 7 3,122,615 0.45 6.843 636 446,088 87.43 68.81 48.88
March 2007..... 105 20,782,406 2.97 7.122 623 197,928 83.48 73.85 47.82
April 2007... 496 121,466,192 17.35 6.783 631 244,892 80.73 68.94 63.40
May 2007.... 2,220 511,799,813 73.11 7.065 619 230,540 80.18 57.14 28.33
March 2008. 3 710,922 0.10 7.699 617 236,974 78.74 46.60 0.00
April 2008... 20 5,431,554 0.78 6.334 655 271,578 78.39 75.85 85.22
May 2008.... 67 17,600,993 2.51 6.375 655 262,701 79.53 77.93 48.97
April 2010... 8 2,572,038 0.37 6.447 665 321,505 86.07 75.08 0.00
May 2010..rrreerrree.. 47 14,244,584 2.03 6.671 658 303,076 82.05 63.38 0.00
Totals oo, 2,979 $700,055,290 100.00% 6.986% 624 $234,997 80.43%  60.44% 35.35%
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The Group One Mortgage Loans

Mortgage Rates for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average

Mortgage Balance Mortgage Average Credit Balance Original Percent Percent

Range of Mortgage Rates Loans Qutstanding Pool Coupon Score Qutstanding LTV Full Doc 10
5.500% or 1ess .....ceeveeveenenes 33 $ 8,328,529 2.06% 5.287% 680 $252,380 77.45%  100.00% 53.54%
5.501% to 6.000%............... 175 42,001,905 10.37 5.853 664 240,011 79.27 86.51 38.66
6.001% to 6.500% 338 76,033,262 18.77 6.335 653 224,950 80.36 73.25 24.55
6.501% to 7.000% .. 447 96,022,014 23.70 6.808 633 214,814 80.62 62.36 14.42
7.001% to 7.500% 373 72,470,167 17.89 7.310 621 194,290 82.28 55.67 5.98
7.501% to 8.000%............... 326 58,581,355 14.46 7.801 602 179,697 82.15 49.62 4.73
8.001% to 8.500% .. 142 23,841,536 5.88 8.283 591 167,898 81.56 41.84 1.43
8.501% to 9.000% .. 103 12,882,459 3.18 8.782 585 125,072 83.05 41.11 0.98
9.001% t0 9.500% .. 44 3,935,041 0.97 9.298 592 89,433 79.03 44.38 0.00
9.501% to 10.000% ... 53 4,935,681 1.22 9.835 575 93,126 78.57 29.38 0.00
10.001% to 10.500% . 28 2,139,954 0.53 10.299 583 76,427 79.96 60.28 0.00
10.501% to 11.000% . 43 2,645,935 0.65 10.774 596 61,533 83.71 68.28 0.00
11.001% to 11.500% . 16 1,088,159 0.27 11.246 598 68,010 77.17 75.58 0.00
11.501% to 12.000%........... 6 224,198 0.06 11.831 590 37,366 50.55 12.65 0.00
12.001% to 12.500% ..oo...... 4 23,782 0.01 12.302 613 5,945 95.00 100.00 0.00
Total: v 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

As of the Cut-off Date, the Mortgage Rates of the Group One Mortgage Loans ranged from 4.990% per
annum to 12.500% per annum and the weighted average Mortgage Rate of the Group One Mortgage Loans was
approximately 7.092% per annum.

Remaining Months to Stated Maturity
for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted  Average Principal Average
Range of Remaining Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Terms (Months) Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
4910 60 ..o 1 $ 6,473 0.00% 12.250% 596 $6,473 95.00% 100.00% 0.00%
1090 120 ..evevncecrrneen 11 162,618 0.04 11.262 612 14,783 96.39 91.70 0.00
169 t0 180 ..evvrerneee 12 685,346 0.17 7.489 687 57,112 75.15 97.76 0.00
229 to 240.. . 25 1,361,624 0.34 8.278 650 54,465 95.59 84.43 0.00
34910 360 eeeeeeon 2,082 402,937,915 99.45 7.086 628 193,534 80.92 62.07 15.09
Total: weeveeeeeeeeennn. 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

As of the Cut-off Date, the remaining terms to stated maturity of the Group One Mortgage Loans ranged
from 57 months to 357 months and the weighted average remaining term to stated maturity of the Group One
Mortgage Loans was approximately 356 months.
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for the Group One Mortgage Loans

Original Mortgage Loan Principal Balances

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Range of Original Mortgage Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Loan Principal Balances Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
$50,000 or less ....cevvevevereenennne 117 $ 3,668,241 0.91% 9.875% 636 $31,352 99.38% 80.41% 0.00%
$50,001 to $100,000 ............... 214 16,483,084 4.07 8.245 625 77,024 82.95 66.60 2.01
$100,001 to $150,000 ... 460 57,210,882 14.12 7.376 624 124,371 80.13 75.46 11.66
$150,001 to $200,000 ... 459 80,214,397 19.80 7.102 623 174,759 80.18 70.95 13.18
$200,001 to $250,000 ... 320 71,945,622 17.76 7.031 626 224,830 79.93 60.94 13.97
$250,001 to $300,000 ... 272 74,558,263 18.40 6.960 629 274,111 81.06 54.19 19.45
$300,001 to $350,000 ... 198 64,292,067 15.87 6.806 632 324,707 81.77 53.58 17.67
$350,001 to $400,000 ... 52 19,071,110 4.71 6.749 637 366,752 81.41 57.38 24.89
$400,001 to $450,000... 27 11,536,729 2.85 6.499 665 427,286 82.63 51.58 22.12
$450,001 to $500,000 ... 8 3,840,850 0.95 6.884 642 480,106 80.10 50.46 0.00
$500,001 to $550,000 ... 1 547,371 0.14 7.550 613 547,371 90.00 100.00 0.00
$550,001 to $600,000 ... 2 1,170,533 0.29 7.346 679 585,266 77.25 0.00 0.00
$600,001 to $650,000............. 1 614,828 0.15 7.350 634 614,828 85.00 0.00 0.00
Total: coeeeoeoeeeeeeeee 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

As of the Cut-off Date, the outstanding principal balances of the Group One Mortgage Loans ranged
from approximately $4,936 to approximately $614,828 and the average outstanding principal balance of the
Group One Mortgage Loans was approximately $190,124.

Product Types
for the Group One Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Product Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
5 Year Fixed Loans ................. 1 $ 6,473 0.00%  12.250% 596 $6,473 95.00%  100.00% 0.00%
10 Year Fixed Loans ............... 11 162,618 0.04 11.262 612 14,783 96.39 91.70 0.00
15 Year Fixed Loans ............... 12 685,346 0.17 7.489 687 57,112 75.15 97.76 0.00
20 Year Fixed Loans ............... 25 1,361,624 0.34 8.278 650 54,465 95.59 84.43 0.00
30 Year Fixed Loans ............... 480 78,707,971 19.43 7.185 648 163,975 85.19 75.56 0.00
2/28 LIBOR Loans.................. 1,507 301,253,393 74.36 7.095 622 199,903 79.83 57.67 18.92
3/27 LIBOR Loans.................. 55 12,373,053 3.05 6.626 647 224,965 78.63 71.98 30.62
5/25 LIBOR Loans .. . 40 10,603,498 2.62 6.624 646 265,087 83.00 75.40 0.00
TOtal: v 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%
Amortization Type
for the Group One Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Amortization Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Fully Amortizing ........c.cooceveeueee 1,863 $344,364,895 85.00% 7.225% 621 $184,344 80.87% 59.98% 0.00%
60 Month Interest-Only................ 268 60,789,082 15.00 6.342 672 226,825 81.53 74.90 100.00
TOtal: e : 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%
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Adjustment Type

for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted  Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Adjustment Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
ARM ..o 1,602 $324,229,944 80.03% 7.062¢ 624 $202,391 79.89% 58.80% 18.75%
Fixed Rate..oeeoeeooeo 529 80,924,033 19.97 7.21 648 152,975 85.31 75.93 0.00
1) 2,131 $405,153,977 100.00% 7.092¢ 629 $190,124 80.97% 62.22% 15.00%
Geographic Distributions of Mortgaged Properties
for the Group One Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent  Percent
Geographic Distribution Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Alaska ..c.coveeveicinicieineenenes 1 $ 199,504 0.05% 6.990% 709 $199,504 80.00% 0.00% 0.00%
ATIZONA ..o 30 4,563,881 1.13 7.174 614 152,129 81.40 79.97 0.00
Arkansas .... 3 397,186 0.10 7.284 618 132,395 85.39 59.96 0.00
California.......cc.cccveererrcennenes 353 78,214,261 19.30 6.851 630 221,570 77.74 55.18 28.08
Colorado ......cccoveeueereeerreniennee 31 5,101,175 1.26 6.745 642 164,554 82.07 73.76 49.71
Connecticut 54 10,455,805 2.58 6.978 638 193,626 83.08 57.15 11.43
Delaware........cocccveceerreenennee 9 1,372,597 0.34 7.107 648 152,511 86.60 51.64 0.00
18 3,815,807 0.94 7.841 586 211,989 70.12 46.84 0.00
256 43,498,002 10.74 7.165 626 169,914 83.14 66.24 15.36
126 16,799,912 4.15 7.388 625 133,333 85.27 76.21 14.90
37 8,491,192 2.10 6.753 656 229,492 83.76 67.73 11.97
11 1,126,146 0.28 7.349 625 102,377 84.52 85.89 7.81
170 28,424,891 7.02 7.275 622 167,205 82.18 65.33 9.64
13 1,428,912 0.35 7.844 622 109,916 85.56 64.84 0.00
4 590,775 0.15 6.643 613 147,694 82.48 100.00 0.00
3 560,245 0.14 7.563 603 186,748 81.49 62.69 0.00
1 110,785 0.03 6.200 674 110,785 80.00 100.00 0.00
10 1,445,769 0.36 7.285 638 144,577 86.27 72.47 0.00
94 19,192,055 4.74 7.020 635 204,171 81.02 74.14 18.19
Massachusetts ... 74 17,630,901 435 7.074 621 238,255 80.21 62.68 12.61
Michigan....... 38 5,018,748 1.24 7.516 617 132,072 84.35 61.26 6.53
Minnesota .. 34 5,832,229 1.44 6.922 639 171,536 83.50 64.47 34.66
Missouri..... 9 1,059,634 0.26 7.405 653 117,737 83.71 88.05 0.00
Montana...... 1 167,255 0.04 5.500 691 167,255 80.00 100.00 0.00
Nebraska 1 140,098 0.03 7.700 625 140,098 80.00 0.00 0.00
Nevada ....c.ooeeveeenecireneenenes 34 5,750,974 1.42 6.757 645 169,146 80.92 75.89 40.98
New Hampshire .........cccc....... 14 3,247,537 0.80 7.150 596 231,967 80.86 36.46 17.52
New Jersey 190 41,042,856 10.13 7.329 614 216,015 79.92 55.95 4.76
New MeXico.....cvvueeerreneuennee 12 1,459,188 0.36 7.213 637 121,599 86.03 100.00 0.00
New YOrK....ooveureeeeirecireenns 191 51,039,827 12.60 6.987 643 267,224 80.39 52.29 5.38
North Carolina .. 36 4,186,536 1.03 7.372 612 116,293 83.84 79.26 10.01
(0111 J R 24 3,325,495 0.82 7.278 620 138,562 85.56 73.46 7.47
Oklahoma 3 198,354 0.05 7.147 642 66,118 100.00 100.00 0.00
Oregon 12 1,930,184 0.48 6.315 666 160,849 80.88 100.00 65.12
Pennsylvania..........cocceveeeunne. 26 3,708,836 0.92 7.610 613 142,648 81.81 78.49 0.00
Rhode Island........cococevremeenne. 9 1,882,847 0.46 6.882 645 209,205 80.44 63.22 5.95
South Carolina.. 10 787,647 0.19 7.665 582 78,765 86.56 78.73 0.00
TeNNeSSEe. ....cuvevemeecrrenrueerenns 13 1,668,489 0.41 7.466 627 128,345 85.97 92.35 13.37
TEeXAS . 32 5,076,648 1.25 7.367 617 158,645 82.24 68.80 2.13
13 1,397,662 0.34 7.379 630 107,512 83.08 84.80 17.89
Vermont ..........oceeeveeceeereeeunenns 2 377,062 0.09 7.437 619 188,531 82.14 42.83 0.00
Virginia......coeeeevveerereeenienens 64 12,329,252 3.04 7.067 633 192,645 80.14 55.60 14.42
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Aggregate Weighted Average Weighted
Principal Percent of Weighted Average Principal Average
Balance Mortgage Average Credit Balance Original Percent Percent
Geographic Distribution Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
5,200,062 1.28 6.694 629 179,312 81.49 78.45 30.83
626,284 0.15 7.047 600 156,571 73.45 36.04 0.00
4,280,471 1.06 7.507 630 133,765 83.65 66.48 9.01
$405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

No more than approximately 0.43% of the Group One Mortgage Loans will be secured by mortgaged
properties located in any one zip code area.
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Original Loan-To-Value

Ratios

for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Range of Original Loan- Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
to-Value Ratios Loans Outstanding Pool Coupon Score Qutstanding LTV Full Doc 10
50.00% OF 1€8S ...rveovveereeree. 52 $8,098,509 2.00% 7.416% 593 $155,741 41.08% 49.08% 0.00%
50.01% t0 55.00% w..coooveenn... 31 5,603,468 1.38 7.341 592 180,757 52.94 60.36 14.40
55.01% to 60.00% .. 25 4,810,912 1.19 7.264 593 192,436 57.69 4523 3.74
60.01% to 65.00% .. 58 11,811,437 2.92 7.613 594 203,645 63.62 40.10 7.40
65.01% to 70.00% .. 70 15,179,474 3.75 7.641 599 216,850 69.05 56.73 7.13
70.01% to 75.00% .. 90 18,960,586 4.68 7.360 605 210,673 73.90 36.63 3.43
75.01% to 80.00% .. 966 196,293,322 48.45 6.805 641 203,202 79.87 60.24 22.03
80.01% to 85.00% .. 138 30,944,151 7.64 6.879 616 224,233 84.44 61.68 8.48
85.01% to 90.00% .. 427 87,600,469 21.62 7.199 622 205,153 89.76 73.53 9.31
90.01% to 95.00% .. 53 8,146,187 2.01 7.406 632 153,702 94.76 90.51 8.35
95.01% to 100.00% .... 221 17,705,463 4.37 8.591 652 80,115 99.98 74.26 14.09
Totali.coneciiriiene 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

As of the Cut-off Date, the Original Loan-to-Value Ratios of the Group One Mortgage Loans ranged
from 16.06% to 100.00%. With respect to the Group One Mortgage Loans that are in a second lien position,
this table was calculated using the Combined Loan-to-Value Ratio for the Group One Mortgage Loans.
Approximately 1.97% of the Group One Mortgage Loans are in a second lien position and the weighted average
Combined Loan-to-Value Ratio for the Group One Mortgage Loans is approximately 99.70%. The weighted
average Second Lien Ratio for the Group One Mortgage Loans is approximately 19.44%.

Loan Purpose

for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Loan Purpose Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Refinance - Cashout................. 1,004 $209,369,648 51.68% 7.095% 620 $208,536 78.94% 54.35% 10.56%
Purchase........cccoeeeeneenecnenne 1,097 190,150,176 46.93 7.089 638 173,337 83.28 70.70 20.26
Refinance - Rate Term .......... 30 5,634,153 1.39 7.079 625 187,805 78.38 68.63 2.69
Total: v, 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%
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Types Of Mortgaged Properties
for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Property Type Loans Qutstanding Pool Coupon Score Outstanding LTV Full Doc 10
Single Family ........ccccooveennee 1,725 $312,783,855 77.20% 7.109% 625 $181,324 81.19% 64.86% 15.29%
Two- to Four-Family ............ 221 61,226,928 15.11 7.000 640 277,045 79.91 48.32 10.20
Condominium ........c.cceveveeee. 185 31,143,194 7.69 7.101 640 168,342 80.84 63.08 21.61
Total: ... 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%
Documentation Summary
for the Group One Mortgage Loans
Number Aggregate Weighted Average Weighted
of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Documentation Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Full Documentation.............. 1,414 $252,087,139 62.22% 6.899% 629 $178,279 82.21% 100.00% 18.06%
Stated Documentation .......... 664 141,448,849 3491 7.448 629 213,025 78.62 0.00 8.82
Easy Documentation............. 53 11,617,989 2.87 6.954 612 219,207 82.55 0.00 23.98
2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%
Occupancy Types
for the Group One Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percentof ~ Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original ~ Percent  Percent
QOccupancy Loans Qutstanding Pool Coupon Score Qutstanding LTV Full Doc 10
Primary .....cccoeeveeeeneneninens 1,951 $371,356,488 91.66% 7.034% 628 $190,342 81.20% 64.00% 16.23%
Investment..........ccoeeveene 165 31,263,998 7.72 7.754 640 189,479 78.44 42.13 0.00
Second HOME ... 15 2,533,491 0.63 7.427 617 168,899 77.92 48.82 20.28
TOtal: v, 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

The information set forth above with respect to occupancy is based upon representations of the related
mortgagors at the time of origination.
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Mortgage Loan Age Summary
for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted  Average Principal Average
Mortgage Loan Age Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
(Months) Loans Outstanding Pool Coupon Score Qutstanding LTV Full Doc 10
1,792 $341,066,642 84.18% 7.127% 626 $190,327 80.83% 60.72% 10.74%
294 56,492,764 13.94 6.889 641 192,152 81.43 70.03 38.57
43 7,199,749 1.78 7.077 639 167,436 84.07 72.50 30.34
1 195,992 0.05 6.125 686 195,992 80.00 100.00 100.00
T e, 1 198,830 0.05 6.990 725 198,830 80.00 0.00 0.00
Total:mmmoroennn. 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

As of the Cut-off Date, the weighted average age of the Group One Mortgage Loans was approximately

3 months.
Prepayment Charges
for the Group One Mortgage Loans

Number Aggregate Weighted Average Weighted

of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original ~ Percent  Percent

Prepayment Charge Term Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10

550 $96,691,137 23.87% 7.347% 620 $175,302 81.44% 62.24% 9.23%
320 69,773,263 17.22 7.084 636 218,041 80.83 60.02 10.56
998 187,625,919 46.31 7.022 626 188,002 80.09 59.28 21.67
1 272,800 0.07 7.050 640 272,800 80.00 100.00 100.00
262 50,790,858 12.54 6.879 644 193,858 83.49 75.88 7.03
2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

The weighted average prepayment charge term at origination with respect to the Group One Mortgage
Loans having prepayment charges is approximately 23 months.

11629396.4. BUSINESS

S-44



Credit Scores
for the Group One Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Range of Credit Scores Loans Qutstanding Pool Coupon Score Qutstanding LTV Full Doc 10
501 0 525 cevveeeeeeereereeneene 64 $12,088,474 2.98% 8.375% 513 $188,882  66.04% 33.16% 0.00%
526 t0 550 75 15,065,121 3.72 8.051 539 200,868 74.40 44.07 0.00
551 to 575. 214 40,597,448 10.02 7.664 563 189,708 79.99 75.48 0.00
576 to 600. 277 48,270,120 11.91 7.435 588 174,260 79.86 73.74 0.00
601 to 625. 388 70,948,851 17.51 7.219 613 182,858 83.57 56.04 0.00
626 to 650. 503 96,987,359 23.94 6.870 638 192,818 82.45 57.49 22.24
651 to 675. 266 52,106,467 12.86 6.699 662 195,889 81.87 70.68 33.15
676 to 700. 155 30,043,425 7.42 6.532 688 193,829 80.61 66.88 31.22
701 to 725. 100 21,264,466 5.25 6.630 712 212,645 80.92 56.85 31.12
726 to 750. 41 8,997,611 2.22 6.467 735 219,454 82.35 66.11 27.22
751 to 775. 38 6,759,137 1.67 6.620 761 177,872 81.66 48.92 39.88
776 to 800. 6 1,264,652 0.31 6.026 783 210,775 72.16 85.83 4421
801 to 810 4 760,845 0.19 7.333 802 190,211 85.35 43.86 32.70
Total: weveeoeeoeeevenn. 2,131 $405,153,977 100.00% 7.092% 629 $190,124 80.97% 62.22% 15.00%

The Credit Scores of the Group One Mortgage Loans that were scored as of the Cut-off Date ranged
from 501 to 810 and the weighted average Credit Score of the Group One Mortgage Loans that were scored as
of the Cut-off Date was approximately 629.
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Gross Margins for the Group One Mortgage Loans
(Excludes Fixed Rate Mortgage Loans)

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Range of Gross Margins Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
2.501% to 3.000%.......... 1 $ 257,000 0.08% 7.650% 650 $257,000  100.00% 100.00% 100.00%
4.001% to 4.500%.......... 2 469,600 0.14 4.990 654 234,800 68.97 100.00 100.00
4.501% to 5.000%.......... 18 4,231,500 1.31 5.467 672 235,083 79.82 100.00 50.50
5.001% to 5.500% .. 74 18,585,886 5.73 5.904 658 251,161 78.53 91.07 44.74
5.501% to 6.000% .. 161 34,862,944 10.75 6.376 645 216,540 78.32 68.00 27.21
6.001% to 6.500% .. 172 36,788,695 11.35 6.661 633 213,888 80.29 60.24 16.59
6.501% t0 7.000% ......... 1,174 229,034,319 70.64 7.357 615 195,089 80.17 53.65 14.85
Total: weeeeeeeeeren. 1,602 $324,229,944 100.00% 7.062% 624 $202,391 79.89% 58.80% 18.75%

As of the Cut-off Date, the gross margins for the Adjustable Rate Mortgage Loans in Group One ranged
from 3.000% per annum to 6.990% per annum and the weighted average gross margin for the Adjustable Rate

Mortgage Loans in Group One was approximately 6.614% per annum.

Maximum Mortgage Rates for the Group One Mortgage Loans
(Excludes Fixed Rate Mortgage Loans)

Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average

Range of Maximum Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Mortgage Rates Loans Qutstanding Pool Coupon Score Qutstanding LTV Full Doc 10
11.501% to 12.000%....... 6 $1,552,192 0.48% 4.990% 674 $258,699 69.44% 100.00% 71.97%
12.001% to 12.500%....... 27 6,776,337 2.09 5.355 681 250,975 79.29 100.00 49.32
12.501% to 13.000%...... 150 36,338,464 11.21 5.832 660 242,256 78.71 86.07 44.69
13.001% to 13.500%...... 254 55,722,370 17.19 6.340 647 219,381 79.58 73.10 33.50
13.501% to 14.000%...... 360 77,027,087 23.76 6.804 631 213,964 80.07 57.67 17.98
14.001% to 14.500%...... 304 58,319,733 17.99 7.318 617 191,841 81.89 51.06 7.43
14.501% to 15.000%...... 270 48,730,830 15.03 7.803 597 180,485 81.34 45.38 5.68
15.001% to 15.500%...... 115 20,641,211 6.37 8.279 586 179,489 80.03 36.86 1.65
15.501% to 16.000%...... 59 10,118,288 3.12 8.761 567 171,496 79.62 30.06 1.25
16.001% to 16.500%...... 22 2,850,382 0.88 9.287 565 129,563 71.27 32.00 0.00
16.501% to 17.000%....... 17 3,000,902 0.93 9.800 537 176,524 66.78 26.48 0.00
17.001% to 17.500%...... 6 1,180,990 0.36 10.332 546 196,832 63.74 39.33 0.00
17.501% to 18.000%....... 6 1,274,389 0.39 10.732 580 212,481 66.37 62.57 0.00
18.001% to 18.500%...... 4 513,433 0.16 11.232 584 128,358 51.62 72.76 0.00
18.501% to 19.000% ...... 2 182,336 0.06 11.832 581 91,168 40.56 0.00 0.00

Total: e 1,602 $324,229,944 100.00% 7.062% 624 $202,391 79.89% 58.80% 18.75%

As of the Cut-of Date, the Maximum Mortgage Rates for the Adjustable Rate Mortgage Loans in Group
One ranged from 11.990% per annum to 18.900% per annum and the weighted average Maximum Mortgage
Rate for the Adjustable Rate Mortgage Loans in Group One was 14.062% per annum.
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Next Rate Adjustment Date for the Group One Mortgage Loans
(Excludes Fixed Rate Mortgage Loans)

Number Aggregate Weighted Average Weighted
of Principal Percentof  Weighted Average Principal Average
Next Rate Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Adjustment Date Loans Qutstanding Pool Coupon Score Outstanding LTV Full Doc 10
January 2007 ............... 1 $ 198,830 0.06% 6.990% 725 $198,830 80.00% 0.00% 0.00%
February 2007 ............. 1 195,992 0.06 6.125 686 195,992 80.00 100.00 100.00
March 2007..... 40 6,692,124 2.06 7.036 640 167,303 85.56 76.09 32.65
April 2007... 227 46,523,034 14.35 6.849 640 204,947 80.94 66.53 42.27
May 2007.... 1,238 247,643,413 76.38 7.144 618 200,035 79.46 55.52 14.11
March 2008. 2 379,659 0.12 7.828 611 189,829 64.56 0.00 0.00
April 2008... 11 2,417,036 0.75 6.485 657 219,731 79.25 86.76 87.74
May 2008.... 42 9,576,358 2.95 6.614 646 228,009 79.03 71.11 17.42
April 2010... 6 1,445,681 0.45 6.600 646 240,947 88.85 81.91 0.00
May 2010.rrreeerrre.. 34 9,157,818 2.82 6.627 646 269,348 82.07 74.37 0.00
Total: cveveeernnn. 1,602 $324,229,944 100.00% 7.062% 624 $202,391 79.89% 58.80% 18.75%
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The Group Two Mortgage Loans

Mortgage Rates for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent

Range of Mortgage Rates Loans Qutstanding Pool Coupon Score Qutstanding LTV Full Doc 10
5.000% or less 33 13,5919,267 2.74 5.344 663 411,857 78.83 96.56 89.14
5.501% to 6.000%............... 192 $ 69,295,812 13.95 5.857 652 360,916 80.01 85.00 70.40
6.001% to 6.500%............... 282 87,746,550 17.66 6.325 646 311,158 80.38 69.82 48.34
6.501% to 7.000%............... 401 117,035,734 23.56 6.812 634 291,860 81.82 57.45 43.06
7.001% to 7.500% .. 254 64,444,151 12.97 7.284 621 253,717 83.75 65.11 35.14
7.501% to 8.000% 241 54,308,124 10.93 7.764 605 225,345 83.24 46.76 16.43
8.001% to 8.500%............... 147 24,960,545 5.02 8.298 604 169,800 84.12 48.29 3.52
8.501% to0 9.000% .. 254 21,932,490 4.42 8.818 622 86,348 89.42 62.79 1.61
9.001% to0 9.500% .. 140 11,893,943 2.39 9.304 633 84,957 89.83 42.55 1.31
9.501% to 10.000% ... 172 13,439,431 2.71 9.843 608 78,136 90.56 34.97 0.00
10.001% to 10.500% . 110 6,402,547 1.29 10.263 625 58,205 97.76 72.48 0.00
10.501% to 11.000% . 158 6,978,165 1.40 10.801 610 44,166 94.46 72.53 0.00
11.001% to 11.500% . 55 3,047,891 0.61 11.232 614 55,416 98.63 50.40 0.00
11.501% to 12.000% . 16 1,077,056 0.22 11.872 566 67,316 67.57 29.13 0.00
12.001% to 12.500% . 21 238,146 0.05 12.262 641 11,340 93.84 100.00 0.00
12.501% to 13.000% . 5 355,695 0.07 12.964 528 71,139 67.44 8.15 0.00
13.001% to 13.500% . 1 5,495 0.00 13.250 603 5,495 95.00 100.00 0.00

TOtal: oo, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97%  63.47%  37.58%

As of the Cut-off Date, the Mortgage Rates of the Group Two Mortgage Loans ranged from 4.990% per
annum to 13.250% per annum and the weighted average Mortgage Rate of the Group Two Mortgage Loans was
approximately 7.169% per annum.

Remaining Months to Stated Maturity
for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof =~ Weighted  Average Principal Average
Range of Remaining Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Terms (Months) Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
49 to 60 . 5 $ 38,329 0.01% 12.152% 620 $7,666 95.00% 100.00% 0.00%
10910 120 .o 44 691,666 0.14 10.944 636 15,720 97.07 85.91 0.00
16910 180 ...cvveicaee 43 1,027,566 0.21 10.497 630 23,897 97.04 91.09 0.00
22910 240 ...vcvernnnee 75 2,614,806 0.53 9.036 653 34,864 93.64 88.72 0.00
34910360 e, 2,315 492,380,673 99.12 7.146 631 212,691 82.86 63.24 37.91
Total: cvevevverean. 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

As of the Cut-off Date, the remaining terms to stated maturity of the Group Two Mortgage Loans ranged
from 57 months to 357 months and the weighted average remaining term to stated maturity of the Group Two
Mortgage Loans was approximately 355 months.
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Original Mortgage Loan Principal Balances

for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average

Range of Original Mortgage Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Loan Principal Balances Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
$50,000 or less ....ccoeevevnnee. 462 $ 13,960,264 2.81% 9.949% 639 $30,217 98.00% 82.49% 0.00%
$50,001 to $100,000 ............ 471 35,046,228 7.06 8.868 629 74,408 89.44 68.66 8.08
$100,001 to $150,000 ... 444 54,218,626 1091 7.843 623 122,114 84.51 77.31 28.70
$150,001 to $200,000 ... 233 40,132,088 8.08 7.226 616 172,241 81.97 83.47 43.86
$200,001 to $250,000 ... 126 27,985,446 5.63 6.849 621 222,107 81.50 87.30 59.69
$250,001 to $300,000 ... 109 29,556,602 5.95 6.932 621 271,161 81.00 79.95 50.62
$300,001 to $350,000 ... 77 25,020,865 5.04 6.710 621 324,946 83.52 76.81 59.84
$350,001 to $400,000 ... 160 60,400,347 12.16 6.722 634 377,502 82.35 56.15 33.94
$400,001 to $450,000 ... 118 50,090,008 10.08 6.641 635 424,492 81.31 52.67 40.81
$450,001 to $500,000 ... 99 47,249,976 9.51 6.913 635 477,272 81.66 43.58 30.16
$500,001 to $550,000 ... 53 27,578,377 5.55 6.764 653 520,347 81.48 39.50 50.93
$550,001 to $600,000 ... 42 23,972,109 4.83 6.662 645 570,764 82.31 50.03 52.63
$600,001 to $650,000.......... 24 14,930,476 3.01 6.761 636 622,103 83.59 53.89 33.52
$650,001 to $700,000 .......... 27 18,325,698 3.69 6.890 624 678,730 80.99 52.06 33.25
$700,001 to $750,000 .......... 30 22,162,902 4.46 6.958 638 738,763 78.15 46.75 33.47
$750,001 to $800,000.......... 1 766,969 0.15 6.100 633 766,969 70.00 100.00 0.00
$800,001 to $850,000 .......... 4 3,356,060 0.68 6.624 669 839,015 81.80 74.85 49.66
$950,001 to $1,000,000 ....... 2 2,000,000 0.40 5.875 650 1,000,000 78.46 100.00 100.00

Total: e 2,482 $496,753,041 100.00% 7.169% 631 $200,142  82.97% 63.47% 37.58%

As of the Cut-off Date, the outstanding principal balances of the Group Two Mortgage Loans ranged
from approximately $4,764 to approximately $1,000,000 and the average outstanding principal balance of the
Group Two Mortgage Loans was approximately $200,142.

Product Types for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Product Type Loans Qutstanding Pool Coupon Score Outstanding LTV Full Doc 10
5 Year Fixed Loans ................. 5 $ 38,329 0.01%  12.152% 620 $7,666 95.00%  100.00% 0.00%
10 Year Fixed Loans ............... 44 691,666 0.14 10.944 636 15,720 97.07 85.91 0.00
15 Year Fixed Loans ............... 43 1,027,566 0.21 10.497 630 23,897 97.04 91.09 0.00
20 Year Fixed Loans ............... 75 2,614,806 0.53 9.036 653 34,864 93.64 88.72 0.00
30 Year Fixed Loans ............... 938 116,555,327 23.46 7.872 654 124,259 89.15 67.73 0.00
2/28 LIBOR Loans ........oc....... 1,327 358,241,806 72.12 6.950 621 269,964 80.92 61.47 49.47
3/27 LIBOR Loans.. 35 11,370,416 2.29 6.164 662 324,869 79.92 81.45 83.19
5/25 LIBOR LOANS. ..o, 15 6,213,124 1.25 6.659 680 414,208 82.11 47.70 0.00
Total: voeeeeeeeeeeeeeeeeeerean, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%
Amortization Type
for the Group Two Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted  Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Amortization Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Fully Amortizing .........cccoeeevuenee 1,835 $310,083,812 62.42% 7.602% 629 $168,983 83.88% 53.09% 0.00%
24 Month Interest-Only.............. 3 1,306,098 0.26 7.029 676 435,366 85.31 55.59 100.00
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60 Month Interest-Only............... 644 185,363,131 37.31 6.445 635 287,831 81.42 80.88 100.00
TOtal: voeeeeeeeeeeeeeereeernn 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%
Adjustment Type for the Group Two Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted  Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original ~ Percent  Percent
Adjustment Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
1,377 $375,825,346 75.66% 6.921% 624 $272,931 80.91% 61.85% 49.67%
1,105 120,927,695 24.34 7.938 654 109,437 89.36 68.50 0.00
2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%
Geographic Distributions of Mortgaged Properties
for the Group Two Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent  Percent
Geographic Distribution Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Alaska .....coveeicniceiniennnns 2 $ 114,572 0.02% 8.585% 643 $57,286 67.73% 0.00% 0.00%
Arizona .. 53 8,277,616 1.67 7.480 642 156,181 82.56 57.54 57.34
Arkansas .... 3 603,971 0.12 7.572 567 201,324 80.51 12.77 0.00
California... 576 181,274,368 36.49 6.752 637 314,712 81.63 58.88 55.35
Colorado .... 72 8,669,946 1.75 6.796 620 120,416 80.52 90.03 73.06
Connecticut 54 9,066,751 1.83 7.183 626 167,903 83.05 75.23 20.05
Delaware............... 12 1,492,124 0.30 7.259 588 124,344 82.26 72.59 20.85
District of Columbia.............. 14 3,298,363 0.66 7.532 620 235,597 75.82 41.73 29.24
23 10) T N 314 47,792,381 9.62 7.475 624 152,205 82.49 76.37 28.64
Georgia .. 92 8,174,020 1.65 7.680 612 88,848 86.66 88.96 46.01
Hawail...ocooveenicncienccnenns 24 6,948,198 1.40 7.550 623 289,508 75.65 45.45 13.61
1daho c.oceveeeiieeeee 9 665,500 0.13 8.144 587 73,944 85.83 100.00 19.23
Illinois . 122 15,406,398 3.10 7.843 629 126,282 85.79 61.66 19.95
Indiana 16 1,176,482 0.24 8.069 620 73,530 88.70 88.88 9.56
4 357,121 0.07 7.730 615 89,280 91.35 100.00 0.00
6 878,754 0.18 6.704 656 146,459 88.06 80.30 44.55
3 90,575 0.02 9.036 647 30,192 88.89 30.59 0.00
MaliNe ....coveneeeeieeeieereeeeeeeees 7 573,582 0.12 7.208 639 81,940 87.57 70.26 0.00
Maryland.... 121 25,696,850 5.17 7.387 626 212,371 84.32 71.20 31.87
Massachusetts ..........cccoeeuennee 43 8,901,094 1.79 7.408 642 207,002 84.35 57.65 38.87
Michigan ........ccoceeveereerenennns 75 6,527,981 1.31 8.053 607 87,040 83.81 68.70 14.11
Minnesota .. 53 7,349,850 1.48 7.488 616 138,676 84.87 80.64 37.31
MIiSSOUL ..o 21 1,589,051 0.32 8.335 600 75,669 85.71 92.22 9.92
Montana .........cceeveeeerenennenne. 1 739,500 0.15 7.600 611 739,500 85.00 100.00 100.00
Nebraska 1 35,065 0.01 11.375 625 35,065 100.00 0.00 0.00
Nevada.......... 50 9,928,307 2.00 7.204 629 198,566 82.85 77.93 53.58
New Hampshire ... 7 1,136,401 0.23 8.407 590 162,343 86.65 33.36 0.00
New Jersey........ 101 29,547,795 5.95 7.044 638 292,552 83.36 51.54 17.41
New Mexico.. 5 1,016,853 0.20 6.786 599 203,371 85.16 61.55 13.69
New York...... 190 52,968,267 10.66 7.244 644 278,780 84.85 43.40 11.10
North Carolina .. 48 4,637,104 0.93 7.614 602 96,606 84.65 95.25 31.24
Ohio ....cecueee. 48 4,639,157 0.93 7.846 603 96,649 84.37 89.68 21.06
Oklahoma... 4 296,361 0.06 7.912 597 74,090 84.57 100.00 0.00
Oregon ....... 14 1,256,061 0.25 7.837 617 89,719 86.02 90.04 48.34
Pennsylvania. 37 5,222,275 1.05 7.781 620 141,143 84.19 72.52 14.88
Rhode Island........cccocvvreeennee 18 3,065,026 0.62 6.916 622 170,279 82.69 93.47 23.54
South Carolina..........ccceueeeeee 17 2,613,823 0.53 8.113 598 153,754 81.35 81.65 39.44
Tennessee 20 1,987,776 0.40 7.759 626 99,389 85.09 69.70 12.48
TeXAS e 51 3,883,520 0.78 8.218 615 76,147 88.78 89.80 7.42
Utah....oceeeciecireciereeeenee 16 2,159,225 0.43 6.998 625 134,952 84.08 98.84 48.31
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Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Geographic Distribution Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Vermont .........oceeeeeeveeeeeeenns 1 139,127 0.03 6.600 636 139,127 90.00 100.00 0.00
Virginia .....cooceeeeeeeeeicrennennenn. 83 18,466,114 3.72 7.283 626 222,483 83.73 60.59 35.68
Washington... 37 5,023,835 1.01 7.208 621 135,779 84.25 91.10 63.73
West Virginia.........cocoevrnenenee 4 211,427 0.04 7.641 657 52,857 85.40 43.40 0.00
WiSCONSIN .. 31 2,724,533 0.55 8.003 615 87,888 88.04 80.22 16.06
WYOIMING .o 2 129,942 0.03 8.375 623 64,971 84.00 0.00 0.00
TOtAL e, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

No more than approximately 0.64% of the Group Two Mortgage Loans will be secured by mortgaged
properties located in any one zip code area.
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Original Loan-To-Value Ratios
for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Range of Original Loan- Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
to-Value Ratios Loans Outstanding Pool Coupon Score Qutstanding LTV Full Doc 10
50.00% Or 1€8S ..veveveverenrennne 26 $ 3,609,138 0.73% 7.760% 599 $138,813 36.61% 51.91% 5.76%
50.01% t0 55.00% ...covenveuenen 8 2,332,991 0.47 8.061 586 291,624 52.24 46.97 12.30
55.01% to 60.00% .. . 17 3,415,204 0.69 6.909 626 200,894 57.59 74.29 11.13
60.01% to 65.00% .. 25 6,347,570 1.28 8.020 599 253,903 64.25 42.43 16.44
65.01% to 70.00% .. 64 17,510,181 3.52 7.317 601 273,597 68.73 39.47 10.51
70.01% to 75.00% .. 70 23,816,191 4.79 7.125 616 340,231 73.68 46.49 29.00
75.01% to 80.00% .. 913 243,398,378 49.00 6.668 636 266,592 79.85 65.77 56.03
80.01% to 85.00% .. 142 41,928,712 8.44 7.020 618 295,273 84.32 56.30 17.51
85.01% to 90.00% .. 391 92,690,515 18.66 7.169 628 237,060 89.79 69.11 27.94
90.01% to 95.00% 99 12,498,249 2.52 7.941 631 126,245 94.79 76.30 31.33
95.01% t0 100.00% oo 727 49,205,912 991 9.366 652 67,684 99.97 64.67 5.00
TOtals oo 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

As of the Cut-off Date, the Original Loan-to-Value Ratios of the Group Two Mortgage Loans ranged
from 19.56% to 100.00%. With respect to the Mortgage Loans that are in a second lien position, this table was
calculated using the Combined Loan-to-Value Ratio for the Group Two Mortgage Loans. Approximately
8.51% of the Group Two Mortgage Loans are in a second lien position and the weighted average Combined
Loan-to-Value Ratio for the Group Two Mortgage Loans is approximately 99.35%. The weighted average
Second Lien Ratio for the Group Two Mortgage Loans is approximately 19.05%.

Loan Purpose for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof ~ Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Loan Purpose Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Purchase.......cocveeeeereeenereenenenns 1,548 $251,859,295 50.70% 7.274% 636 $162,700 84.20% 68.78% 44.74%
Refinance - Cashout..... 911 239,492,696 48.21 7.063 626 262,890 81.64 57.72 29.67
Refinance - Rate Term 23 5,401,050 1.09 6.936 612 234,828 84.01 70.80 54.43
TOtale.eveeeeereeeeeeeerereee, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%
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Types Of Mortgaged Properties for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Property Type Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Single Family ........ccccccevuennne 2,131 $424,891,751 85.53% 7.137% 628 $199,386 82.87% 65.63% 39.26%
Two- to Four-Family ............ 199 43,960,084 8.85 7.512 649 220,905 83.05 4221 13.56
Condominium ..., 152 27,901,206 5.62 7.115 643 183,561 84.23 64.09 49.80
TOtal: v, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%
Documentation Summary for the Group Two Mortgage Loans
Number Aggregate Weighted Average Weighted
of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Documentation Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Full Documentation............... 1,787 $315,278,339 63.47% 6.987% 627 $176,429 83.57% 100.00% 47.78%
Stated Documentation ........... 650 164,447,788 33.10 7.540 639 252,997 81.53 0.00 19.01
Easy Documentation............. 45 17,026,915 3.43 6.949 628 378,376 85.62 0.00 27.92
TOtal eeeeeeeeeeeeeenn, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%
Occupancy Types for the Group Two Mortgage Loans
Aggregate Weighted Average Weighted
Number of Principal Percentof  Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original  Percent Percent
Occupancy Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
Primary ........cococoeeveeiennnnne 2,313 $473,509,979 95.32% 7.133% 631 $204,717 83.24% 64.04% 39.36%
Investment...........coccueuneeee. 150 19,643,585 3.95 8.022 643 130,957 76.19 49.10 0.00
Second HOME ..o 19 3,599,478 0.72 7.190 614 189,446 83.43 66.82 8.73
Total e 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

The information set forth above with respect to occupancy is based upon representations of the related
mortgagors at the time of origination.
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Mortgage Loan Age Summary
for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted  Average Principal Average
Mortgage Loan Age Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
(Months) Loans Outstanding Pool Coupon Score Qutstanding LTV Full Doc 10
2,030 $386,873,863 77.88% 7.239% 632 $190,578 83.33% 61.48% 30.24%
373 89,970,103 18.11 6.857 631 241,207 81.41 71.40 66.53
67 14,484,430 2.92 7.188 615 216,186 82.72 73.10 53.53
6 2,926,623 0.59 6.891 632 487,770 87.93 66.72 45.46
6 2,498,022 0.50 7.619 638 416,337 78.97 26.73 28.94
2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

As of the Cut-off Date, the weighted average age of the Group Two Mortgage Loans was approximately

3 months.

Prepayment Charges for the Group Two Mortgage Loans

Number Aggregate Weighted Average Weighted
of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original ~ Percent  Percent
Prepayment Charge Term Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
455 $ 72,287,158 14.55% 7.472% 630 $158,873 84.93% 59.98% 24.50%
319 73,234,648 14.74 7.308 639 229,576 83.03 56.83 27.97
1,395 285,472,870 57.47 7.130 625 204,640 82.45 63.51 47.40
1 201,600 0.04 6.990 608 201,600 90.00 100.00 100.00
312 65,556,766 13.20 6.848 648 210,118 82.95 74.41 19.76
2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

The weighted average prepayment charge term at origination with respect to the Group Two Mortgage
Loans having prepayment charges is approximately 24 months.

11629396.4. BUSINESS

S-54



Credit Scores for the Group Two Mortgage Loans

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Range of Credit Scores Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
500 1 $ 196,265 0.04% 8.850% 500 $196,265 79.97% 0.00% 0.00%
501 to 525 40 9,684,622 1.95 8.915 513 242,116 73.17 18.34 0.00
526 to 550. . 58 11,440,142 2.30 8.516 540 197,244 75.81 30.25 0.00
55110 575 e 126 27,906,696 5.62 7.771 562 221,482 78.44 64.00 0.00
57610 600........ccocereeernnee. 464 86,034,571 17.32 7.225 590 185,419 82.20 83.76 56.19
601 to 625. 570 105,402,645 21.22 7.107 614 184,917 84.23 79.00 47.04
626 to 650 526 104,897,406 21.12 7.243 637 199,425 83.96 51.23 27.67
651 to 675 300 62,677,596 12.62 6.897 661 208,925 84.55 59.85 38.86
676 to 700. 193 43,384,137 8.73 6.663 687 224,788 83.47 52.50 46.32
701 to 725 100 23,467,329 4.72 6.836 713 234,673 83.49 51.49 34.04
726 10 750 e 55 10,432,089 2.10 6.716 737 189,674 83.66 56.99 33.78
751 to 775. 33 8,170,798 1.64 6.741 759 247,600 82.27 43.40 30.83
776 to 800 11 2,209,882 0.44 6.965 786 200,898 83.66 28.89 49.92
80110 809 .o, 5 848,863 0.17 6.905 807 169,773 77.45 70.59 15.55
Total: v, 2,482 $496,753,041 100.00% 7.169% 631 $200,142 82.97% 63.47% 37.58%

The Credit Scores of the Group Two Mortgage Loans that were scored as of the Cut-off Date ranged
from 500 to 809 and the weighted average Credit Score of the Group Two Mortgage Loans that were scored as
of the Cut-off Date was approximately 631.
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Gross Margins for the Group Two Mortgage Loans
(Excludes Fixed Rate Mortgage Loans)

Aggregate Weighted Average Weighted
Number of Principal Percent of Weighted Average Principal Average
Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Range of Gross Margins Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
2.501% to 3.000%........ 1 $ 111,744 0.03% 7.400% 616 $111,744 80.00% 100.00% 0.00%
4.501% to 5.000%........ 19 7,768,287 2.07 5.426 657 408,857 79.18 94.05 91.58
5.001% to 5.500%........ 83 29,433,624 7.83 5.887 645 354,622 79.60 81.26 76.85
5.501% to 6.000%........ 113 35,034,739 9.32 6.364 642 310,042 80.26 66.29 55.42
6.001% to0 6.500%........ 141 45,460,252 12.10 6.601 633 322,413 81.89 60.93 53.57
6.501% to 7.000% ....... 1,020 258,016,701 68.65 7216 616 252,958 81.03 58.21 43.86
Total: wovereeeeeennnn, 1,377 $375,825,346 100.00% 6.921% 624 $272,931 80.91% 61.85% 49.67%

As of the Cut-off Date, the gross margins for the Adjustable Rate Mortgage Loans in Group Two ranged
from 3.000% per annum to 6.990% per annum and the weighted average gross margin for the Adjustable Rate
Mortgage Loans in Group Two was approximately 6.575% per annum.

Maximum Mortgage Rates for the Group Two Mortgage Loans
(Excludes Fixed Rate Mortgage Loans)

Aggregate Weighted Average Weighted
Number of Principal Percentof Weighted  Average Principal Average

Range of Maximum Mortgage Balance Mortgage  Average Credit Balance Original Percent Percent
Mortgage Rates Loans Outstanding Pool Coupon Score Outstanding LTV Full Doc 10
11.501% to 12.000%....... 1 $ 695,200 0.18% 4.990% 688 $695,200 80.00% 100.00% 100.00%
12.001% to 12.500%....... 32 12,896,067 3.43 5.363 662 403,002 78.77 96.37 88.55
12.501% to 13.000%....... 160 58,841,332 15.66 5.833 645 367,758 79.74 85.91 82.91
13.001% to 13.500%....... 223 70,318,515 18.71 6.323 640 315,330 79.72 68.75 60.32
13.501% to 14.000%........ 316 92,571,550 24.63 6.813 628 292,948 81.47 56.26 54.44
14.001% to 14.500%....... 210 53,758,568 14.30 7.291 618 255,993 83.19 60.94 42.12
14.501% to 15.000%....... 186 46,689,188 12.42 7.764 601 251,017 82.65 41.83 19.11
15.001% to 15.500%....... 89 18,131,961 4.82 8.291 588 203,730 82.26 43.42 4.85
15.501% to 16.000%....... 81 11,063,368 2.94 8.783 578 136,585 81.44 47.05 3.18
16.001% to 16.500%....... 31 4,006,378 1.07 9.187 559 129,238 73.35 34.47 3.89
16.501% to 17.000%........ 30 4,373,965 1.16 9.834 535 145,799 73.73 17.69 0.00
17.001% to 17.500%....... 6 466,944 0.12 10.338 567 77,824 74.68 48.55 0.00
17.501% to 18.000%....... 4 746,832 0.20 10.670 594 186,708 57.74 66.87 0.00
18.001% to 18.500%....... 2 100,998 0.03 11.326 555 50,499 74.95 0.00 0.00
18.501% to 19.000%....... 4 837,756 0.22 11.899 541 209,439 59.25 12.94 0.00
19.501% to 20.000%....... 2 326,722 0.09 12.982 520 163,361 65.00 0.00 0.00

Total: oo, 1,377 $375,825,346 100.00% 6.921% 624 $272,931 80.91% 61.85% 49.67%

As of the Cut-off Date, the Maximum Mortgage Rates for the Adjustable Rate Mortgage Loans in Group
Two ranged from 11.990% per annum to 19.990% per annum and the weighted average Maximum Mortgage
Rate for the Adjustable Rate Mortgage Loans in Group Two was 13.921% per annum.
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Next Rate Adjustment Date for the Group Two Mortgage Loans
(Excludes Fixed Rate Mortgage Loans)

Number Aggregate Weighted Average Weighted
of Principal Percentof  Weighted Average Principal Average
Next Rate Mortgage Balance Mortgage Average Credit Balance Original Percent Percent
Adjustment Date Loans Qutstanding Pool Coupon Score Outstanding LTV Full Doc 10
January 2007 ............... 5 $ 2,125,343 0.57% 7.780% 650 $425,069 78.98% 13.89% 34.01%
February 2007 ............. 6 2,926,623 0.78 6.891 632 487,770 87.93 66.72 45.46
March 2007..... 65 14,090,282 3.75 7.163 615 216,774 82.49 72.79 55.02
April 2007... 269 74,943,158 19.94 6.742 626 278,599 80.61 70.43 76.52
May 2007.... 982 264,156,400 70.29 6.991 620 268,998 80.86 58.65 41.66
March 2008. 1 331,263 0.09 7.550 623 331,263 95.00 100.00 0.00
April 2008... 9 3,014,518 0.80 6.212 654 334,946 77.71 67.10 83.21
May 2008.... 25 8,024,635 2.14 6.089 666 320,985 80.13 86.07 86.62
April 2010... 2 1,126,357 0.30 6.251 689 563,178 82.51 66.31 0.00
May 2010..rrreeorren. 13 5,086,767 1.35 6.749 678 391,290 82.02 43.58 0.00
Total: weveeeeevennn. 1,377 $375,825,346 100.00% 6.921% 624 $272,931 80.91% 61.85% 49.67%
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Underwriting Guidelines

All of the Mortgage Loans were originated or acquired by Fremont generally in accordance with the
Fremont Guidelines.

Fremont Underwriting Guidelines

General. The information set forth below has been provided by Fremont and none of the Depositor, the
Seller, the underwriter, the Servicer, the Trustee, or any other person makes any representation as to the
accuracy or completeness of such information.

Fremont is a California state chartered industrial bank headquartered in Brea, California. Fremont
currently operates nine wholesale residential real estate loan production offices located in Anaheim, California
(2 offices); Concord, California (2 offices); Downers Grove, Illinois (2 offices); Westchester County, New
York; and Tampa, Florida (2 offices). Fremont conducts business in 45 states and its primary source of
originations is through licensed mortgage brokers.

Established in 1937, Fremont is currently engaged in the business of residential sub-prime real estate
lending and commercial real estate lending. Acquired in 1990, Fremont is an indirect subsidiary of Fremont
General Corporation, a financial services holding company listed on the New York Stock Exchange. As of June
30, 2005, Fremont had approximately $10.83 billion in assets, approximately $9.41 billion in liabilities and
approximately $1.32 billion in equity. Fremont’s sub-prime residential originations totaled approximately
$6.94 billion, $13.74 billion and $23.91 billion for the years ended 2002, 2003 and 2004, respectively. For the
first half of 2005, Fremont’s sub-prime residential originations totaled approximately $17.01 billion.

Underwriting Standards. All of the Mortgage Loans were originated or acquired by Fremont generally
in accordance with the underwriting criteria described in this section (with some variations). This summary
does not purport to be a complete description of the underwriting standards of Fremont.

Substantially all of the mortgage loans originated by Fremont are based on loan application packages
submitted through licensed mortgage brokers. These brokers must meet minimum standards set by Fremont
based on an analysis of the following information submitted with an application for approval: applicable state
lending license (in good standing), signed broker agreement, and signed broker authorization. Licensed
mortgage brokers may submit loan application packages and upon approval are eligible to have mortgage loans
funded in compliance with the terms of a signed broker agreement.

The Mortgage Loans are underwritten in accordance with Fremont’s current underwriting programs,
referred to as the Scored Programs (“Scored Programs™), subject to various exceptions as described in this
section. Fremont’s underwriting standards are primarily intended to assess the ability and willingness of the
borrower to repay the debt and to evaluate the adequacy of the mortgaged property as collateral for the
mortgage loan. The Scored Programs, described below under “Risk Categories” assess the risk of default based
in part on credit scores from third party credit repositories (“Credit Scores”) along with, but not limited to, past
mortgage payment history, seasoning on bankruptcy and/or foreclosure and loan-to-value ratio as an aid to, not
a substitute for, the underwriters’ judgment. All of the Mortgage Loans in the Mortgage Pool were
underwritten with a view toward the resale of the Mortgage Loans in the secondary mortgage market.

The Scored Programs were developed to simplify the origination process. In contrast to assignment of
credit grades according to traditional non-agency credit assessment methods, i.e., mortgage and other credit
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delinquencies, the Scored Programs rely upon a borrower’s Credit Score, mortgage payment history and
seasoning on any bankruptcy/foreclosure initially to determine a borrower’s likely future credit performance.
Licensed mortgage brokers are able to access Credit Scores at the initial phases of the loan application process
and use the Credit Score to determine the interest rates a borrower may qualify for based upon Fremont’s
Scored Programs risk-based pricing matrices. Final loan terms are subject to approval by Fremont.

Under the Scored Programs, Fremont requires that the Credit Score of the primary borrower (the
borrower with the highest percentage of total income) be used to determine program eligibility. Credit Scores
must be obtained from at least two national credit repositories, with the lower of the two scores being utilized in
program eligibility determination. If Credit Scores are obtained from three credit repositories, the middle of the
three scores is utilized. In all cases, a borrower’s complete credit history must be detailed in the credit report
that produces a given Credit Score or the borrower is not eligible for a Scored Program. Generally, the
minimum applicable Credit Score allowed is 500.

All of the Mortgage Loans were underwritten by Fremont’s underwriters having the appropriate
approval authority. Each underwriter is granted a level of authority commensurate with their proven judgment,
experience and credit skills. On a case by case basis, Fremont may determine that, based upon compensating
factors, a prospective mortgagor not strictly qualifying under the underwriting risk category guidelines
described below is nonetheless qualified to receive a loan, i.e., an underwriting exception. Compensating
factors may include, but are not limited to, low loan-to-value ratio, low debt to income ratio, substantial liquid
assets, good credit history, stable employment and time in residence at the applicant’s current address. It is
expected that a substantial portion of the Mortgage Loans may represent such underwriting exceptions.

There are three documentation types under which the Originator underwrites its mortgage loans: Full
Documentation (“Full Documentation”), Easy Documentation (“Easy Documentation’) and Stated Income
(“Stated Income”). Fremont’s underwriters verify the income of each applicant under various documentation
types as follows: under Full Documentation, applicants are generally required to submit verification of stable
income for the periods of one to two years preceding the application dependent on credit profile; under Easy
Documentation, the borrower is qualified based on verification of adequate cash flow by means of personal or
business bank statements; under Stated Income, applicants are qualified based on monthly income as stated on
the mortgage application. While the income is not verified under the Stated Income program; the income stated
must be reasonable and customary for the applicant’s line of work.

Fremont originates loans secured by 1-4 unit residential properties made to eligible borrowers with a
vested fee simple (or in some cases a leasehold) interest in the property. Fremont’s underwriting guidelines are
applied in accordance with a procedure which complies with applicable federal and state laws and regulations
and require an appraisal of the mortgaged property, and if appropriate, a review appraisal. Generally, initial
appraisals are provided by qualified independent appraisers licensed in their respective states. Review
appraisals may only be provided by appraisers approved by Fremont. In some cases, Fremont relies on a
statistical appraisal methodology provided by a third-party. Qualified independent appraisers must meet
minimum standards of licensing and provide errors and omissions insurance in states where it is required to
become approved to do business with Fremont. Each uniform residential appraisal report includes a market
data analysis based on recent sales of comparable homes in the area and, where deemed appropriate,
replacement cost analysis based on the current cost of constructing a similar home. The review appraisal may
be a desk review, field review or an automated valuation report that confirms or supports the original
appraiser’s value of the mortgaged premises.

11629396.4. BUSINESS S-59



Fremont requires title insurance on all first mortgage loans, which are secured by liens on real property.
Fremont also requires that fire and extended coverage casualty insurance be maintained on the secured property
in an amount at least equal to the principal balance of the related loan or the replacement cost of the property,
whichever is less.

Fremont conducts a number of quality control procedures, including a post-funding review as well as a
full re-underwriting of a random selection of loans to assure asset quality. Under the funding review, all loans
are reviewed to verify credit grading, documentation compliance and data accuracy. Under the asset quality
procedure, a random selection of each month’s originations is reviewed. The loan review confirms the
existence and accuracy of legal documents, credit documentation, appraisal analysis and underwriting decision.
A report detailing review findings and level of error is sent monthly to each loan production office for response.
The review findings and branch responses are then reviewed by Fremont’s senior management. Adverse
findings are tracked monthly. This review procedure allows Fremont to assess programs for potential guideline
changes, program enhancements, appraisal policies, areas of risk to be reduced or eliminated and the need for
additional staff training.

Second Lien Mortgage Loans. Fremont currently has three programs for the origination of second lien
mortgage loans. Two are limited to loans that are originated contemporaneously with the origination of a loan
secured by a first lien, while the third allows for “stand alone” originations. The first program allows for loans
with up to 5% loan-to-value and maximum combined loan-to-values of 95%. This program is limited to
borrowers with Credit Scores in excess of 550, credit grades of at least “C” and debt to income ratios not greater
than 50%; however, eligible borrowers may not be participants in a consumer credit counseling or other debt
repayment program. Permissible loan balances for this program are from $5,000 to $37,500. The maximum
term on these loans is 10 or 15 years; provided, that a 15 year amortization term is available only for Full
Documentation loans with an original loan balance in excess of $15,000. Loans under this program are
available for “owner occupied” or “non-owner occupied” properties.

The second program is for borrowers with Credit Scores in excess of 580. This program allows for
loans of up to 20% loan-to-value and 100% maximum combined loan-to-values and is limited to borrowers in
credit grades of “A+” and “A” and debt ratios not greater than 50%. Permissible loan balances for this program
are from $10,000 to $187,500. Combined loan balances (first and second lien mortgage loans) of up to
$937,500 are allowed to borrowers under the Full Documentation loans that have Credit Scores of 620 and
greater. The limit on the combined loan balance is $500,000 for Stated Income loans; provided that no Fremont
Stated Income loan may have a borrower with a Credit Score of less than 620. The loans are available with
amortization terms of 10, 15, 20 and 30 years, however loan balances must be at least $25,000 to qualify for a
20 or 30 year amortization term. Rural properties and properties in Alaska are not allowed under this program.

The third program is a stand alone program for borrowers with Credit Scores in excess of 580. This
program allows for loans of 20% loan-to-value and 100% maximum combined loan-to-values and is limited to
borrowers in credit grades of “A+” and “A” and debt ratios not greater than 50%. Permissible loan balances for
this program are from $10,000 to $125,000. Combined loan balances (first and second lien mortgage loans) of
up to $625,000 are allowed to borrowers under Full Documentation loans that have Credit Scores of 620 and
greater. The limit on the combined loan balance is $500,000 for Stated Income loans; provided that no Stated
Income loan may have a borrower with a Credit Score of less than 620. The loans are available with
amortization terms of 10, 15, 20 and 30 years, however loan balances must be at least $25,000 to qualify for a
20 year amortization term and at least $50,000 for a 30 year amortization term. Rural properties and properties
in Alaska are not allowed under this program.
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Risk Categories. Fremont’s underwriting guidelines under the Scored Programs with respect to each
rating category generally require:

* debt to income ratios of 55% or less on mortgage loans with loan-to-value ratios of 90% or less,
however, debt to income ratios of 50% or less are required on loan-to-value ratios greater than 90%;

» applicants have a Credit Score of at least 500;

» that no liens or judgments affecting title may remain open after the funding of the loan, other than
liens in favor of the internal revenue service that are subordinated to the loan; and

» that any collection, charge-off, or judgment not affecting title that is less than 1 year old must be
paid in connection with closing if either its balance is greater than $1,000 or the aggregate balances
of all such collections, charge-offs or judgments are greater than $2,500.

In addition, the various risk categories generally have the following criteria for borrower eligibility:

“A+.”” Under the “A+” category, an applicant must have no 30-day delinquent mortgage payments
within the last 12 months and it must be at least 24 months since discharge of any Chapter 7 or Chapter 13
bankruptcy and/or foreclosure. The maximum loan-to-value ratio is 100% with a minimum Credit Score of
600. The maximum permitted loan-to-value ratio is reduced for: reduced income documentation, non-owner
occupied properties, properties with 3-4 units, or properties with rural characteristics.

“A.” Under the “A” category, an applicant must have not more than one 30-day delinquent mortgage
payment within the last 12 months and it must be at least 24 months since discharge of any Chapter 7 or
Chapter 13 bankruptcy and/or foreclosure. The maximum loan-to-value ratio is 100% with a minimum Credit
Score of 600. The maximum permitted loan-to-value ratio is reduced for: reduced income documentation, non-
owner occupied properties, properties with 3-4 units, or properties with rural characteristics.

“A-.”” Under the “A-" category, an applicant must have not more than three 30-day delinquent mortgage
payments within the last 12 months and it must be at least 24 months since discharge of any Chapter 7 or
Chapter 13 bankruptcy and/or foreclosure. The maximum loan-to-value ratio is 90% with a minimum Credit
Score of 550. The maximum permitted loan-to-value ratio is reduced for: reduced income documentation, non-
owner occupied properties, properties with 3-4 units, or properties with rural characteristics.

“B.” Under the “B” category, an applicant must have not more than one 60-day delinquent mortgage
payment within the last 12 months and it must be at least 24 months since discharge of any Chapter 7 or
Chapter 13 bankruptcy and/or foreclosure. The maximum loan-to-value ratio is 85% with a Credit Score of
550. The maximum permitted loan-to-value ratio is reduced for: reduced income documentation, non-owner
occupied properties, properties with 3-4 units, or properties with rural characteristics.

“C.” Under the “C” category, an applicant may not be more than 90-days delinquent with respect to its
current mortgage payment within the last 12 months and it must be at least 24 months since discharge of any
Chapter 7 or Chapter 13 bankruptcy and/or foreclosure. The maximum permitted loan-to-value ratio is 80%
with a minimum Credit Score of 550. The maximum permitted loan-to-value ratio is reduced for: reduced
income documentation, non-owner occupied properties, properties with 3-4 units, or properties with rural
characteristics.
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“C-.” Under the “C-" category an applicant must have not be more than 150 days delinquent with
respect to its current mortgage payment and it must not be the subject of a Chapter 7 or Chapter 13 bankruptcy
and/or foreclosure. The maximum permitted loan-to-value ratio is 70% with a minimum Credit Score of 500.
The maximum permitted loan-to-value ratio is reduced for: reduced income documentation, non-owner
occupied properties, properties with 3-4 units, or properties with rural characteristics.

“D.” Under the “D” category, an applicant must not be more than 180 days delinquent with respect to its
current mortgage payment. Any Chapter 7 or Chapter 13 bankruptcy proceedings and/or foreclosure actions must be
paid in connection with closing. The maximum permitted loan-to-value ratio is 65% with a minimum Credit Score of
500. The maximum permitted loan-to-value ratio is reduced to 60% if the property is currently subject to foreclosure
proceedings.

The Servicer
General

Wilshire will act as the Servicer of the Mortgage Loans. Wilshire’s obligations with respect to the
Mortgage Loans are limited to its contractual servicing obligations.

The information set forth in the following paragraphs has been provided by the Servicer. None of the
Depositor, the Seller, the Trustee, the underwriter or any of their respective affiliates (other than Wilshire) has
made or will make any representation as to the accuracy or completeness of this information.

The principal executive offices of Wilshire are located at 14523 SW Millikan Way, Suite 200,
Beaverton, Oregon 97005. The telephone number of such offices is (503) 223-5600.

Wilshire, a Nevada corporation, is an affiliate of the Seller, the Depositor and Merrill Lynch, the
underwriter of the Offered Certificates and an affiliate of the Depositor. Wilshire, together with the predecessor
to Wilshire, has conducted a loan servicing business since 1994. Wilshire currently services the Seller’s
portfolio as well as portfolios for unaffiliated third parties.

Wilshire is primarily engaged in the specialty loan servicing and resolution business. At June 30, 2005,
Wilshire was servicing approximately $15.9 billion aggregate principal amount of loans and charge off assets.
At June 30, 2005, Wilshire had approximately 550 employees.

Wilshire’s Delinquency and Foreclosure Statistics

Wilshire’s servicing portfolio was acquired from, and originated by, a variety of institutions. Wilshire
does not believe that the information regarding the delinquency, loss and foreclosure experience of Wilshire’s
servicing portfolio is likely to be a meaningful indicator of the delinquency, loss and foreclosure experience of
the Mortgage Loans. For example, the delinquency and loss experience of Wilshire’s servicing portfolio
includes (i) loans and financial assets acquired from entities other than those by which the mortgage loans were
originated, (ii) loans and financial assets from the same or different entities originated pursuant to different
underwriting standards and (iii) loans and financial assets which Wilshire began servicing when they were in a
state of delinquency, foreclosure or bankruptcy. In addition, Wilshire’s consolidated servicing portfolio includes
loans with a variety of payment and other characteristics that do not correspond to those of the Mortgage Loans.
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Wilshire Loan Delinquency Experience

Wilshire Loan Delinquency Experience

As of December 31, 2003 As of December 31, 2004 As of June 30, 2005
Percent Percent Percent
Percent Percent by by No. by Percent by
Number Principal by No. Principal Number Principal of Principal Number Principal by No. Principal
of Loans Balance of Loans Balance of Loans Balance Loans Balance of Loans Balance of Loans Balance
Period of
Delinquency*
30-59 Days.......... 2,995 $ 173,967,495 2.63% 2.70% 3,369 $ 243,643,389 2.06% 2.39% 4,167 $ 327,965,168 2.00% 2.05%
60-89 Days.......... 1,451 $ 83,681,807 1.27% 1.30% 1,606 $ 113,054,726 0.98% 1.11% 1,879 $ 146,631,826 0.90% 0.92%
90 Days or more.. 18,743 $ 612,784,171 16.44% 9.50% 12,207 $ 533,986,181 7.45% 5.25% 9,017 $ 534,540,902 4.34% 3.35%
Total Delinquent $
Loans........cccccoeuen 23,189 $ 870,433,473 20.35% 13.50% 17,182 $ 890,684,297 10.49% 8.75% 15,063 1,009,137,896 7.25% 6.32%
Current.......oevveevveerrenne 88,421 $5,372,718,550 77.58% 83.30% 144,170 $ 9,017,124,348 88.01% 88.61% 190,414 $14,686,056,308 91.61% 91.96%
Loans in Foreclosure ... 2,365 $ 206,800,518 2.08% 3.21% 2,466 $ 268,528,404 1.51% 2.64% 2,368 $ 275,383,373 1.14% 1.72%
Total ..coeeeerecieeiciienns 113,975 $6,449,952,542 100.00% 100.00% 163,818 $10,176,337,049 100.00% 100.00% 207,845 $15,970,577,576 100.00% 100.00%

As of June 30, 2003, Wilshire revised its method for calculating delinquency percentages to the ABS method. All of the delinquency
experience above has been calculated using this method. Under ABS methodology, a loan is not considered delinquent until any payment is
contractually past due 30 days or more, assuming 30-day months. For example, a loan due on the first day of a month is not considered 30
days delinquent until the first day of the next month.

It is unlikely that the delinquency experience of the Mortgage Loans will correspond to the delinquency
experience of the Servicer’s mortgage portfolio set forth in the foregoing table. The statistics shown above
represent the delinquency experience for the Servicer’s mortgage servicing portfolio only for the periods
presented, whereas the aggregate delinquency experience on the Mortgage Loans will depend on the results
obtained over the life of the mortgage pool. The Servicer does not have significant historical delinquency,
bankruptcy, foreclosure or default experience that may be referred to for purposes of estimating the future
delinquency and loss experience of the Mortgage Loans. There can be no assurance that the Mortgage Loans
comprising the mortgage pool will perform consistent with the delinquency or foreclosure experience described
herein. It should be noted that if the residential real estate market should experience an overall decline in
property values, the actual rates of delinquencies and foreclosures could be higher than those previously
experienced by the Servicer. In addition, adverse economic conditions may affect the timely payment by
mortgagors of scheduled payments of principal and interest on the Mortgage Loans and, accordingly, the actual
rates of delinquencies and foreclosures with respect to the Mortgage Pool.

Servicing of the Mortgage Loans

General

The Servicer will service the Mortgage Loans in accordance with the terms set forth in the Pooling and
Servicing Agreement. The Pooling and Servicing Agreement may be amended in accordance with its terms.
Notwithstanding anything to the contrary in the prospectus, the Trustee will not be responsible for the
performance of the servicing activities by the Servicer. If the Servicer fails to fulfill its obligations under the
Pooling and Servicing Agreement, the Trustee (in its discretion or at the direction of the certificateholders) is
obligated to terminate the Servicer and the Trustee is obligated to appoint a successor servicer as provided in the
Pooling and Servicing Agreement.

In accordance with the Pooling and Servicing Agreement, the Servicer may perform any of its

obligations under the Pooling and Servicing Agreement through one or more subservicers, which may be
affiliates of the Servicer. Notwithstanding any subservicing arrangement, the Servicer will remain liable for its
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servicing duties and obligations under the Pooling and Servicing Agreement as if the Servicer alone were
servicing the Mortgage Loans.

The servicing rights with respect to the Mortgage Loans may be transferred to one or more successor
servicers at any time, subject to the conditions set forth in the Pooling and Servicing Agreement, including the
requirements that any such successor servicer be qualified to service mortgage loans for Freddie Mac or Fannie
Mae and that each Rating Agency confirm in writing that the transfer of servicing will not result in a
qualification, withdrawal or downgrade of the then current ratings of any of the Offered Certificates.

Servicing Compensation and Payment of Expenses

The Servicer will be paid the Servicing Fee. The amount of the monthly Servicing Fee is subject to
adjustment with respect to prepaid Mortgage Loans, as described below under “—Adjustment to Servicing Fee
in Connection with Certain Prepaid Mortgage Loans.” The Servicer is also entitled to receive, as additional
servicing compensation, Prepayment Interest Excesses and all service-related fees, including all late payment
charges, insufficient funds charges, assumption fees, modification fees, extension fees and other similar charges
(other than prepayment charges) and all investment income earned on amounts on deposit in the Collection
Account. The Servicer is obligated to pay certain ongoing expenses associated with the Mortgage Loans in
connection with its responsibilities under the Pooling and Servicing Agreement.

Adjustment to Servicing Fee in Connection with Certain Prepaid Mortgage Loans

When a mortgagor prepays all of a Mortgage Loan between Due Dates, the mortgagor pays interest on
the amount prepaid only to the date of the prepayment. Prepayments received during the prior Prepayment
Period are included in the distribution to certificateholders on the related Distribution Date, thereby causing a
shortfall in interest for prepayments made between the 15" of the month and the end of the month. In order to
mitigate the effect of any such shortfall in interest distributions to certificateholders on any Distribution Date,
the Servicer shall deposit Compensating Interest in the related Collection Account for distribution to the
certificateholders on such Distribution Date; provided, however, that the amount so deposited with respect to
any Distribution Date shall be limited to the product of (a) one-twelfth of 0.25% per annum and (b) the
aggregate Stated Principal Balance of the Mortgage Loans with respect to such Distribution Date.
Compensating Interest shall only be paid with respect to prepayments in full received during the period from
and including the 15" day of the month through and including the last day of the month. Any such deposit by
the Servicer will be reflected in the distributions to the certificateholders made on the Distribution Date to
which such Prepayment Period relates. Any Prepayment Interest Shortfall will be allocated on such
Distribution Date pro rata among the outstanding classes of certificates based upon the amount of interest each
such class would otherwise be paid on such Distribution Date.

Advances

Subject to the limitations described below, on each Servicer Remittance Date, the Servicer will be
required to make Advances from its funds or funds in the Collection Account that are not included in the
available funds for such Distribution Date. Advances are intended to maintain a regular flow of scheduled
interest and principal payments on the Offered Certificates rather than to guarantee or insure against losses.

The Servicer is obligated to make Advances with respect to delinquent payments of principal of or
interest on each Mortgage Loan (with such payments of interest adjusted to the related Net Mortgage Rate) to
the extent that such Advances are, in its judgment, reasonably recoverable from future payments and collections
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or insurance payments or proceeds of liquidation of the related Mortgage Loan; provided, however, that the
Servicer will not make Advances with respect to the principal portion of any Balloon Amount but the Servicer
will be required to advance monthly interest on a Balloon Loan until the principal balance thereof is reduced to
zero subject to the Servicer’s determination of nonrecoverability and provided further that the Servicer need not
make Advances with respect to any Mortgage Loan that is 150 days or more delinquent. In addition, with
respect to Interest-Only Mortgage Loans, the Servicer will only advance payments of scheduled interest. The
Servicer shall have the right to reimburse itself for any such Advances from amounts held from time to time in
the Collection Account to the extent such amounts are not then required to be distributed to certificateholders;
provided, however, any funds so applied and transferred shall be replaced by the Servicer by deposit in the
Collection Account no later than one Business Day prior to the Distribution Date on which such funds are
required to be distributed. The Servicer will not cover shortfalls in interest due to bankruptcy proceedings or
shortfalls on the Mortgage Loans due to the application of the Servicemembers Civil Relief Act or similar state
legislation or regulations. Notwithstanding the foregoing, in the event the Servicer previously made Advances
which later are determined to be nonrecoverable, the Servicer will be entitled to reimbursement of such
Advances prior to distributions to certificateholders.

If the Servicer determines on any Servicer Remittance Date to make an Advance, such Advance will be
included with the distribution to holders of the Offered Certificates on the related Distribution Date. In
addition, the Servicer may withdraw from the Collection Account funds that were not included in the available
funds for the preceding Distribution Date to reimburse itself for Advances previously made. Any failure by the
Servicer to make an Advance as required by the Pooling and Servicing Agreement will constitute an event of
default thereunder, in which case the Trustee, solely in its capacity as successor servicer, or such other entity as
may be appointed as successor servicer, will be obligated to make any such Advance in accordance with the
terms of the Pooling and Servicing Agreement.

Loss Mitigation Procedures

The Servicer is authorized to engage in a wide variety of loss mitigation practices. With respect to such
of the Mortgage Loans as come into and continue in default, the Servicer will decide whether to (i) foreclose
upon the mortgaged properties securing those Mortgage Loans, (ii) write off the unpaid principal balance of the
Mortgage Loans as bad debt if no net recovery is possible through foreclosure, (iii) take a deed in lieu of
foreclosure, (iv) accept a short sale (a payoff of the Mortgage Loan for an amount less than the total amount
contractually owed in order to facilitate a sale of the mortgaged property by the mortgagor) or permit a short
refinancing (a payoff of the Mortgage Loan for an amount less than the total amount contractually owed in
order to facilitate refinancing transactions by the mortgagor not involving a sale of the mortgaged property), (v)
arrange for a repayment plan, or (vi) agree to a modification in accordance with the Pooling and Servicing
Agreement. As to any Mortgage Loan that becomes 120 days delinquent, the Servicer will be required to obtain
a broker’s price opinion, the cost of which will be reimbursable as a servicing advance. After obtaining the
broker’s price opinion, the Servicer will determine whether a net recovery is possible through foreclosure
proceedings or other liquidation of the related mortgage property. If the Servicer determines that no such
recovery is possible, it may charge off the related Mortgage Loan at the time it becomes 180 days delinquent.
Once a Mortgage Loan has been charged off, the Servicer will discontinue making Advances, the Servicer will
not be entitled to a Servicing Fee thereon (except as otherwise provided in the Pooling and Servicing
Agreement), and the loan will be treated as a liquidated Mortgage Loan giving rise to a Realized Loss. If the
Servicer determines that such net recovery is possible through foreclosure proceedings or other liquidation of
the related mortgaged property on a Mortgage Loan that becomes 180 days delinquent, the Servicer may
continue making Advances, and the Servicer will be required to notify the Trustee of such decision.
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Pledge of Servicing Rights

On or after the Closing Date, the Servicer may pledge and assign all of its right, title and interest in, to
and under the Pooling and Servicing Agreement to one or more lenders, or servicing rights pledgees, selected
by the Servicer, as the representative of certain lenders. The Trustee and the Depositor have agreed that upon
delivery to the Trustee by the servicing rights pledgee of a letter signed by the Servicer whereunder the Servicer
shall resign as Servicer under the Pooling and Servicing Agreement, the Trustee shall appoint the servicing
rights pledgee or its designee as successor servicer, provided that at the time of such appointment, the servicing
rights pledgee or such designee meets the requirements of a successor servicer described in the Pooling and
Servicing Agreement (including being acceptable to the Rating Agencies) and that the servicing rights pledgee
agrees to be subject to the terms of the Pooling and Servicing Agreement. Under no circumstances will the
Trustee be required to act as a backup Servicer.

The Pooling and Servicing Agreement will provide that (i) the Servicer may enter into a facility with
any person which provides that such person may fund Advances and/or servicing advances, although no such
facility will reduce or otherwise affect the Servicer’s obligation to fund such Advances and/or servicing
advances and (ii) the Pooling and Servicing Agreement may be amended by the parties thereto without the
consent of the certificateholders to provide for such a facility.

Primary Mortgage Insurance

As of the Cut-off Date, approximately 73.18% (subject to a possible variance of approximately 1%) of
the Mortgage Loans by aggregate Stated Principal Balance as of the Cut-off Date will be covered by the Radian
Policy.

Radian Guaranty Inc. The information set forth in this section entitled Radian Guaranty Inc. has been
provided to the Depositor by Radian. None of the Depositor, the Trustee, the Servicer, the Seller, the
underwriter or any of their respective affiliates has made any independent investigation of this information or
has made or will make any representation as to the accuracy or completeness of this information.

Radian Guaranty Inc., a Pennsylvania corporation with its principal offices in Philadelphia,
Pennsylvania, is a private mortgage insurance company and wholly-owned subsidiary of Radian Group Inc., an
insurance holding company listed on the New York Stock Exchange. Radian is licensed in all 50 states, the
District of Columbia and Guam to offer mortgage insurance and is approved as a private mortgage insurer by
Fannie Mae and Freddie Mac. Radian’s financial strength is rated “AA” by S&P and Fitch and “Aa3” by
Moody’s. Radian’s financial strength currently is not rated by any other rating agency. The ratings reflect each
respective rating agencies’ current assessments of the creditworthiness of Radian and its ability to pay claims on
its policies of insurance. Each financial strength rating of Radian should be evaluated independently. Any
further explanation as to the significance of the above ratings may be obtained only from the applicable rating
agency. The above ratings are not recommendations to buy, sell or hold any class of Offered Certificates, and
such ratings are subject to revision, qualification or withdrawal at any time by the applicable rating agencies.
Any downward revision, qualification or withdrawal of any of the above ratings may have a material adverse
effect on the market prices of the Offered Certificates. Radian does not guaranty the market prices of the
Offered Certificates nor does it guaranty that its financial strength ratings will not be revised, qualified or
withdrawn.
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Copies of Radian’s quarterly and annual statutory financial statements, which are based on accounting
principals that differ in significant respects from generally accepted accounting principles, are available upon
request to Radian at Radian Guaranty Inc., 1601 Market Street, Philadelphia, Pennsylvania 19103. Radian’s
telephone number is (215) 231-1000.

The Radian Policy. The Radian Policy will insure against default under each insured mortgage note in
an amount equal to a percentage of the Stated Principal Balance of the related Radian Mortgage Loan equal to
100% minus a fraction equal to (x) 60.00% over (y) the Loan-to-Value Ratio of the related Radian Mortgage
Loan at origination. This amount is referred to as the “Radian Coverage Percentage”. The Radian Coverage
Percentage determined in accordance to the preceding sentence shall be rounded up to the next whole
percentage (for example, 32.3% and 32.8% will each be rounded up to 33%).

Coverage under the Radian Policy will be typical primary mortgage insurance coverage. The Radian
Premium will be the premium for the Radian Policy and will be payable by the Trust Fund.

The Radian Policy only covers those Mortgage Loans which meet certain underwriting criteria. In
addition, Mortgage Loans which are 30 days or more delinquent as of the Cut-off Date or for which the first
monthly payment was not timely made will be excluded from coverage.

The Radian Policy is issued initially to the Seller and Radian has confirmed that any subsequent owner
of a Radian Mortgage Loan will become the insured under the Radian Policy. The Radian Policy is required to
remain in force with respect to each Radian Mortgage Loan until (i) the principal balance of the Radian
Mortgage Loan is paid in full or liquidated or (ii) any event specified in the Radian Policy occurs that allows for
the termination of the Radian Policy by Radian.

The Radian Policy generally requires that delinquencies on any Radian Mortgage Loan must be reported
to Radian within fifteen (15) days after such loan is three months in default, and appropriate proceedings to
obtain title to the mortgaged property securing the Radian Mortgage Loan must be commenced within six
months of default. The Radian Policy under which the Radian Mortgage Loans are insured contains provisions
substantially as follows: (i) for the insured to present a claim, the insured must have acquired, and tendered to
Radian, title to the mortgaged property securing the Radian Mortgage Loan, free and clear of all liens and
encumbrances, including, but not limited to, any right of redemption by the mortgagor unless such acquisition
of good and merchantable title is excused under the terms of the Radian Policy; (ii) a claim generally includes
unpaid principal, accrued interest to the date the claim is submitted to Radian by the insured, and certain
expenses; (iii) when a claim is presented Radian will have the option of either (A) paying the claim in full,
taking title to the mortgaged property securing the Radian Mortgage Loan, and arranging for its sale or (B)
paying the insured percentage of the claim and with the insured retaining title to the mortgaged property
securing the Radian Mortgage Loan; (iv) claims generally must be filed within 60 days after the insured has
acquired good and merchantable title to the mortgaged property securing the Radian Mortgage Loan; and (v) a
claim generally must be paid within 60 days after the claim is filed by the insured.

Unless approved in writing by Radian, the insured under the Radian Policy may not make any change in
the terms of a Radian Mortgage Loan, including the borrowed amount, mortgage rate, term or amortization
schedule of the Radian Mortgage Loan, except as specifically permitted by the terms of the Radian Mortgage
Loan; nor make any change in the mortgaged property or other collateral securing the Radian Mortgage Loan;
nor release any mortgagor under the Radian Mortgage Loan from liability. If a Radian Mortgage Loan is
assumed with the insured’s approval, Radian’s liability for coverage of the Radian Mortgage Loan under the
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Radian Policy generally will terminate as of the date of such assumption, unless Radian approves the
assumption in writing.

The Radian Policy specifically excludes coverage of: (i) any claim resulting from a default existing at
the inception of coverage or occurring during a lapse or after a cancellation of coverage; (ii) any claim, if the
mortgage, deed of trust or other similar instrument did not provide the insured at origination with a first lien on
the mortgaged property securing the Radian Mortgage Loan; and (iii) certain claims involving or arising out of
any breach by the insured of its obligations under, or its failure to comply with the terms of, the Radian Policy
or of its obligations as imposed by operation of law.

In issuing the Radian Policy, Radian has relied upon certain information and data regarding the Radian
Mortgage Loans furnished to Radian by the Seller. The Radian Policy will not insure against a loss sustained by
reason of a default arising from or involving certain matters, including (i) misrepresentation or fraud in
obtaining the Radian Policy or negligence in origination or servicing of the Radian Mortgage Loans, including,
but not limited to, misrepresentation by the lender or certain other persons involved in the origination of the
Radian Mortgage Loan or the application for insurance or (ii) failure to construct a property securing a Radian
Mortgage Loan in accordance with specified plans. In addition, the Radian Policy does not cover the costs or
expenses related to the repair of physical damage to a property securing a Radian Mortgage Loan.

The preceding description of the Radian Policy is only a brief outline and does not purport to summarize
or describe all of the provisions, terms and conditions of the Radian Policy. For a more complete description of
these provisions, terms and conditions, reference is made to the Radian Policy, a copy of which is available
upon request from the Trustee.

Description of the Certificates
General

The certificates will represent the entire beneficial ownership interest in the Trust Fund to be created
under the Pooling and Servicing Agreement. A copy of the Pooling and Servicing Agreement will be attached
as an exhibit to the Current Report on Form 8-K of the Depositor that will be available to purchasers of the
certificates at, and will be filed with, the Securities and Exchange Commission within 15 days of the initial
delivery of the certificates. Reference is made to the attached prospectus for additional information regarding
the terms and conditions of the Pooling and Servicing Agreement.

The following summaries do not purport to be complete and are subject to, and are qualified in their
entirety by reference to, the provisions of the Pooling and Servicing Agreement. When particular provisions or
terms used in the Pooling and Servicing Agreement are referred to, the actual provisions (including definitions
of terms) are incorporated by reference.

The certificates will consist of:

1. the Class A Certificates, Class M Certificates and Class B Certificates (all of which are being
offered hereby); and

2. the Class C Certificates and Class P Certificates (none of which are being offered hereby).
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The Class A-1 and Class R Certificates will generally represent interests in the Group One Mortgage
Loans. On each Distribution Date, principal and interest received with respect to the Group One Mortgage
Loans will generally be applied to pay principal and interest received with respect to the Class A-1 and Class R
Certificates. The Class A-2 Certificates will generally represent interests in the Group Two Mortgage Loans.
On each Distribution Date, principal and interest received with respect to the Group Two Mortgage Loans will
generally be applied to pay principal and interest on the Class A-2 Certificates. The Class M and Class B
Certificates will generally represent interests in both the Group One and Group Two Mortgage Loans. On each
Distribution Date, principal and interest received with respect to both the Group One and Group Two Mortgage
Loans will generally be applied to pay principal and interest with respect to the Class M and Class B
Certificates.

The Offered Certificates (other than the Class R Certificate) will be issued in book-entry form as
described below. The Definitive Certificates will be transferable and exchangeable through the Trustee. The
Offered Certificates (other than the Class R Certificates) will be issued in minimum dollar denominations of
$25,000 and integral multiples of $1 in excess of $25,000. A single Class R Certificate will be issued in
definitive form in a $100 denomination.

Book-Entry Certificates

The Offered Certificates (other than the Class R Certificate) will be Book-Entry Certificates. Certificate
Owners may elect to hold their Book-Entry Certificates through DTC in the United States, or Clearstream
Luxembourg or Euroclear in Europe, if they are participants in such systems, or indirectly through organizations
which are participants in such systems. The Book-Entry Certificates will be issued in one or more certificates
which equal the aggregate principal balance of the Offered Certificates (other than the Class R Certificate) and
will initially be registered in the name of Cede & Co., the nominee of DTC. Clearstream Luxembourg and
Euroclear will hold omnibus positions on behalf of their participants through customers’ securities accounts in
Clearstream Luxembourg’s and Euroclear’s names on the books of their respective depositaries which in turn
will hold such positions in customers’ securities accounts in the depositaries’ names on the books of DTC.
Citibank, N.A. will act as depositary for Clearstream Luxembourg and JPMorgan Chase Bank will act as
depositary for Euroclear. Investors may hold such beneficial interests in the Book-Entry Certificates in
minimum Certificate Principal Balances of $25,000 and integral multiples of $1 in excess of $25,000. Except
as described below, no person acquiring a Book-Entry Certificate will be entitled to receive a Definitive
Certificate. Unless and until Definitive Certificates are issued, it is anticipated that the only certificateholder of
the Book-Entry Certificates will be Cede & Co., as nominee of DTC. Certificate Owners will not be
certificateholders as that term is used in the Pooling and Servicing Agreement. Certificate Owners are only
permitted to exercise their rights indirectly through Participants and DTC.

The beneficial owner’s ownership of a Book-Entry Certificate will be recorded on the records of the
Financial Intermediary that maintains the beneficial owner’s account for such purpose. In turn, the Financial
Intermediary’s ownership of such Book-Entry Certificate will be recorded on the records of DTC (or of a
participating firm that acts as agent for the Financial Intermediary, whose interest will in turn be recorded on the
records of DTC, if the beneficial owner’s Financial Intermediary is not a DTC Participant, and on the records of
Clearstream Luxembourg or Euroclear, as appropriate).

Certificate Owners will receive all distributions of principal of, and interest on, the Book-Entry
Certificates from the Trustee through DTC and DTC Participants. While the Book-Entry Certificates are
outstanding (except under the circumstances described below), under the Rules, DTC is required to make book-
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entry transfers among Participants on whose behalf it acts with respect to the Book-Entry Certificates and is
required to receive and transmit distributions of principal of, and interest on, the Book-Entry Certificates.
Indirect Participants, with whom Certificate Owners have accounts with respect to Book-Entry Certificates, are
similarly required to make book-entry transfers and receive and transmit such distributions on behalf of their
respective Certificate Owners. Accordingly, although Certificate Owners will not possess certificates, the Rules
provide a mechanism by which Certificate Owners will receive distributions and will be able to transfer their
interests.

Certificate Owners will not receive or be entitled to receive certificates representing their respective
interests in the Book-Entry Certificates, except under the limited circumstances described below. Unless and
until Definitive Certificates are issued, Certificate Owners who are not Participants may transfer ownership of
Book-Entry Certificates only through Participants and Indirect Participants by instructing such Participants and
Indirect Participants to transfer Book-Entry Certificates, by book-entry transfer, through DTC for the account of
the purchasers of such Book-Entry Certificates, which account is maintained with their respective Participants.
Under the Rules and in accordance with DTC’s normal procedures, transfers of ownership of Book-Entry
Certificates will be executed through DTC and the accounts of the respective Participants at DTC will be
debited and credited. Similarly, the Participants and Indirect Participants will make debits or credits, as the case
may be, on their records on behalf of the selling and purchasing Certificate Owners.

Because of time zone differences, credits of securities received in Clearstream Luxembourg or Euroclear
as a result of a transaction with a Participant will be made during subsequent securities settlement processing
and dated the Business Day following the DTC settlement date. Such credits or any transactions in such
securities settled during such processing will be reported to the relevant Euroclear or Clearstream Luxembourg
Participants on such Business Day. Cash received in Clearstream Luxembourg or Euroclear, as a result of sales
of securities by or through a Clearstream Luxembourg Participant or Euroclear Participant to a DTC Participant,
will be received with value on the DTC settlement date but will be available in the relevant Clearstream
Luxembourg or Euroclear cash account only as of the Business Day following settlement in DTC. For
information with respect to tax documentation procedures relating to the Book-Entry Certificates, see “Material
Federal Income Tax Consequences—Grantor Trust Funds—Non-U.S. Persons,” “Material Federal Income Tax
Consequences—REMICs—Taxation of Owners of REMIC Regular Certificates—Non-U.S. Persons” and
“Material Federal Income Tax Consequences—Tax Treatment of Certificates as Debt for Tax Purposes—
Foreign Investors” in the prospectus and “Global Clearance, Settlement and Tax Documentation Procedures—
Certain U.S. Federal Income Tax Documentation Requirements” in Annex 1 hereto.

Transfers between Participants will occur in accordance with the Rules. Transfers between Clearstream
Luxembourg Participants and Euroclear Participants will occur in accordance with their respective rules and
operating procedures.

Cross-market transfers between persons holding directly or indirectly through DTC, on the one hand,
and directly or indirectly through Clearstream Luxembourg Participants or Euroclear Participants, on the other,
will be effected in DTC in accordance with the Rules on behalf of the relevant European international clearing
system by the Relevant Depositary; however, such cross-market transactions will require delivery of
instructions to the relevant European international clearing system by the counterpart in such system in
accordance with its rules and procedures and within its established deadlines (European time). The relevant
European international clearing system will, if the transaction meets its settlement requirements, deliver
instructions to the Relevant Depositary to take action to effect final settlement on its behalf by delivering or
receiving securities in DTC, and making or receiving payment in accordance with normal procedures for same-
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day funds settlement applicable to DTC. Clearstream Luxembourg Participants and Euroclear Participants may
not deliver instructions directly to the European Depositaries.

DTC, which is a New York-chartered limited purpose trust company, performs services for its
Participants, some of which (and/or their representatives) own DTC. In accordance with its normal procedures,
DTC is expected to record the positions held by each DTC Participant in the Book-Entry Certificates, whether
held for its own account or as a nominee for another person. In general, beneficial ownership of Book-Entry
Certificates will be subject to the rules, regulations and procedures governing DTC and DTC Participants as in
effect from time to time.

Clearstream Luxembourg is incorporated under the laws of Luxembourg as a professional depository.
Clearstream Luxembourg holds securities for Clearstream Luxembourg Participants and facilitates the clearance
and settlement of securities transactions between Clearstream Luxembourg Participants through electronic
book-entry changes in accounts of Clearstream Luxembourg Participants, thereby eliminating the need for
physical movement of certificates. Transactions may be settled in Clearstream Luxembourg in any of 28
currencies, including United States dollars. Clearstream Luxembourg provides to its Clearstream Luxembourg
Participants, among other things, services for safekeeping, administration, clearance and settlement of
internationally traded securities and securities lending and borrowing. Clearstream Luxembourg interfaces with
domestic markets in several countries. As a professional depository, Clearstream Luxembourg is subject to
regulation by the Luxembourg Monetary Institute. Clearstream Luxembourg Participants are recognized
financial institutions around the world, including underwriters, securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations. Indirect access to Clearstream Luxembourg is
also available to others, such as banks, brokers, dealers and trust companies that clear through or maintain a
custodial relationship with a Clearstream Luxembourg Participant, either directly or indirectly.

Euroclear was created in 1968 to hold securities for its participants and to clear and settle transactions
between its participants through simultaneous electronic book-entry delivery against payment, thereby
eliminating the need for physical movement of certificates and any risk from lack of simultaneous transfers of
securities and cash. Euroclear is owned by Euroclear plc and operated through a license agreement by Euroclear
Bank S.A./N.V., a bank incorporated under the laws of the Kingdom of Belgium.

The Euroclear Operator holds securities and book-entry interests in securities for participating
organizations and facilitates the clearance and settlement of securities transactions between Euroclear
Participants, and between Euroclear Participants and Participants of certain other securities intermediaries
through electronic book-entry changes in accounts of such Participants or other securities intermediaries. The
Euroclear Operator provides Euroclear Participants with, among other things, safekeeping, administration,
clearance and settlement, securities lending and borrowing and other related services.

Non-Participants of Euroclear may hold and transfer book-entry interests in the Certificates through
accounts with a direct Participant of Euroclear or any other securities intermediary that holds a book-entry
interest in the Certificates through one or more securities intermediaries standing between such other securities
intermediary and the Euroclear Operator.

The Euroclear Operator is regulated and examined by the Belgian Banking and Finance Commission
and the National Bank of Belgium.
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Securities clearance accounts and cash accounts with the Euroclear Operator are governed by the Terms
and Conditions. The Terms and Conditions govern transfers of securities and cash within Euroclear,
withdrawals of securities and cash from Euroclear, and receipts of payments with respect to securities in
Euroclear. All securities in Euroclear are held on a fungible basis without attribution of specific certificates to
specific securities clearance accounts. The Euroclear Operator acts under the Terms and Conditions only on
behalf of Euroclear Participants, and has no record of or relationship with persons holding through Euroclear
Participants.

Distributions on the Book-Entry Certificates will be made on each Distribution Date by the Trustee to
DTC. DTC will be responsible for crediting the amount of such payments to the accounts of the applicable
DTC Participants in accordance with DTC’s normal procedures. Each DTC Participant will be responsible for
disbursing such payments to the beneficial owners of the Book-Entry Certificates that it represents and to each
Financial Intermediary for which it acts as agent. Each such Financial Intermediary will be responsible for
disbursing funds to the beneficial owners of the Book-Entry Certificates that it represents.

Under a book-entry format, beneficial owners of the Book-Entry Certificates may experience some
delay in their receipt of payments, since such payments will be forwarded by the Trustee to Cede & Co.
Distributions with respect to Book-Entry Certificates held through Clearstream Luxembourg or Euroclear will
be credited to the cash accounts of Clearstream Luxembourg Participants or Euroclear Participants in
accordance with the relevant system’s rules and procedures, to the extent received by the Relevant Depositary.
Such distributions will be subject to tax reporting and may be subject to tax withholding in accordance with
relevant United States tax laws and regulations. See “Material Federal Income Tax Consequences—Grantor
Trust Funds—Non-U.S. Persons,” ““Material Federal Income Tax Consequences—REMICs—Taxation of
Owners of REMIC Regular Certificates—Non-U.S. Persons” and ““Material Federal Income Tax
Consequences—Tax Treatment of Certificates as Debt for Tax Purposes—Foreign Investors™ in the prospectus.
Because DTC can only act on behalf of Financial Intermediaries, the ability of a beneficial owner to pledge
Book-Entry Certificates to persons or entities that do not participate in the depository system, or otherwise take
actions in respect of such Book-Entry Certificates, may be limited due to the lack of physical certificates for
such Book-Entry Certificates. In addition, issuance of the Book-Entry Certificates in book-entry form may
reduce the liquidity of those Offered Certificates in the secondary market since some potential investors may be
unwilling to purchase Offered Certificates for which they cannot obtain physical certificates.

Monthly and annual reports on the Trust Fund provided by the Trustee to Cede & Co., as nominee of
DTC, may be made available to beneficial owners upon request, in accordance with the rules, regulations and
procedures creating and affecting DTC or the Relevant Depositary, and to the Financial Intermediaries to whose
DTC accounts the Book-Entry Certificates of such beneficial owners are credited.

DTC has advised the Depositor and the Trustee that, unless and until Definitive Certificates are issued,
DTC will take any action permitted to be taken by the holders of the Book-Entry Certificates under the Pooling
and Servicing Agreement only at the direction of one or more Financial Intermediaries to whose DTC accounts
the Book-Entry Certificates are credited, to the extent that such actions are taken on behalf of Financial
Intermediaries whose holdings include such Book-Entry Certificates. Clearstream Luxembourg or the
Euroclear Operator, as the case may be, will take any other action permitted to be taken by a holder of a Book-
Entry Certificate under the Pooling and Servicing Agreement on behalf of a Clearstream Luxembourg
Participant or Euroclear Participant only in accordance with its relevant rules and procedures and subject to the
ability of the Relevant Depositary to effect such actions on its behalf through DTC. DTC may take actions, at
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the direction of the related Participants, with respect to some Book-Entry Certificates which conflict with
actions taken with respect to other Book-Entry Certificates.

Definitive Certificates will be issued to beneficial owners of the Book-Entry Certificates, or their
nominees, rather than to DTC, only if:

(1) DTC or the Depositor advises the Trustee in writing that DTC is no longer willing, qualified or
able to discharge properly its responsibilities as nominee and depository with respect to the
Book-Entry Certificates and the Depositor is unable to locate a qualified successor;

(2) the Depositor notifies the Trustee and DTC of its intent to terminate the book entry system
through DTC and, upon receipt of notice of such intent from DTC, the beneficial owners of the
Book-Entry Certificates agree to initiate such termination; or

3) after the occurrence and continuation of an event of default, beneficial owners having not less
than 51% of the voting rights evidenced by any class of Book-Entry Certificates advise the
Trustee and DTC through the Financial Intermediaries and the DTC Participants in writing that
the continuation of a book-entry system through DTC (or a successor to DTC) is no longer in the
best interests of beneficial owners of such class.

Upon the occurrence of any of the events described in the immediately preceding paragraph, the Trustee
will be required to notify all beneficial owners of the occurrence of such event and the availability through DTC
of Definitive Certificates. Upon surrender by DTC of the global certificate or certificates representing the
Book-Entry Certificates and instructions for re-registration, the Trustee will issue Definitive Certificates, and
thereafter the Trustee will recognize the holders of such Definitive Certificates as holders of the Offered
Certificates under the Pooling and Servicing Agreement.

Although DTC, Clearstream Luxembourg and Euroclear have agreed to these procedures in order to
facilitate transfers of certificates among Participants of DTC, Clearstream Luxembourg and Euroclear, they are
under no obligation to perform or continue to perform such procedures and such procedures may be
discontinued at any time.

Payments on Mortgage Loans; Collection Account; Certificate Account; Cap Contract Account

The Pooling and Servicing Agreement provides that the Servicer for the benefit of the certificateholders
shall establish and maintain one or more accounts, known collectively as the Collection Account, into which the
Servicer is generally required to deposit or cause to be deposited, promptly upon receipt and in any event within
two Business Days of receipt, the payments and collections described in “Description of the Agreements—
Collection Account and Related Accounts” in the prospectus, except that the Servicer may deduct its Servicing
Fee and any expenses of liquidating defaulted Mortgage Loans or property acquired in respect thereof. The
Pooling and Servicing Agreement permits the Servicer to direct any depository institution maintaining the
Collection Account to invest the funds in the related Collection Account in one or more investments acceptable
to Moody’s and S&P as provided in the Pooling and Servicing Agreement, that mature, unless payable on
demand, no later than the Servicer Remittance Date. The Servicer will be entitled to all income and gain
realized from the Collection Account investments, and the income and gain will be subject to withdrawal by the
Servicer from time to time. The Servicer will be required to deposit the amount of any losses incurred in
respect to the Collection Account investments out of its own funds as the losses are realized.

11629396.4. BUSINESS S-73



The Trustee will be obligated to establish the Certificate Account, into which the Servicer will deposit or
cause to be deposited not later than 4:00 p.m. New York City time on the Servicer Remittance Date from
amounts on deposit in the Collection Account, the Interest Funds and the Principal Funds with respect to the
related Distribution Date. Subject to the restrictions set forth in the Pooling and Servicing Agreement, the
Trustee is permitted to direct that the funds in the Certificate Account be invested so long as the investments
mature no later than the Distribution Date. All income and gain realized from any Certificate Account
investment will belong to the Trustee. The Trustee or its designee will be required to deposit in the Certificate
Account out of its own funds the amount of any losses incurred in respect of any Certificate Account
investment, as the losses are realized.

The Trustee will be obligated to establish the Cap Contract Account, into which the Trustee shall
promptly deposit upon receipt any amounts paid pursuant to the Cap Contract. The funds in the Cap Contract
Account shall not be invested.

Distributions

General. Distributions on the certificates will be made by the Trustee, on each Distribution Date,
commencing in September 2005, to the persons in whose names the certificates are registered at the close of
business on the Record Date.

Distributions on each Distribution Date will be made by check mailed to the address of the person
entitled to distributions as it appears on the certificate register or, in the case of any certificateholder that has so
notified the Trustee in writing in accordance with the Pooling and Servicing Agreement, by wire transfer in
immediately available funds to the account of such certificateholder at a bank or other depository institution
having appropriate wire transfer facilities; provided, however, that the final distribution in retirement of the
certificates will be made only upon presentation and surrender of such certificates at the office of the Trustee or
such other address designated in writing by the Trustee. On each Distribution Date, a holder of a certificate will
receive such holder’s Percentage Interest of the amounts required to be distributed with respect to the applicable
class of certificates.

Distributions of Interest. On each Distribution Date, the interest distributable with respect to the
Offered Certificates is the interest which has accrued thereon at the then applicable related Pass-Through Rate
from and including the preceding Distribution Date (or from the Closing Date in the case of the first
Distribution Date) to and including the day prior to the current Distribution Date less Prepayment Interest
Shortfalls, if any.

All calculations of interest on the Offered Certificates will be made on the basis of a 360-day year and
the actual number of days elapsed in the applicable Accrual Period.

On each Distribution Date, prior to any distribution to certificate holders, the Trustee shall pay the
Radian Premium for such Distribution Date to Radian from Interest Funds then on deposit in the Certificate
Account.

On each Distribution Date, the remaining Interest Funds for such Distribution Date are required to be
distributed in the following order of priority, until such Interest Funds have been fully distributed:
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to the Class P Certificates, an amount equal to any prepayment charges received with respect to
the Mortgage Loans or paid by the Servicer or the Seller in respect of prepayment charges
pursuant to the Pooling and Servicing Agreement during the related Prepayment Period;

to each class of the Class A Certificates, the Current Interest and any Interest Carry Forward
Amount with respect to each such class; provided, however, that if Interest Funds are insufficient
to make a full distribution of the aggregate Current Interest and the aggregate Interest Carry
Forward Amount to the Class A Certificates, Interest Funds will be distributed pro rata among
classes of the Class A Certificates based upon the ratio of (x) the Current Interest and Interest
Carry Forward Amount for each class of the Class A Certificates to (y) the total amount of
Current Interest and any Interest Carry Forward Amount for the Class A Certificates;

to the Class M-1 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class M-2 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class M-3 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class M-4 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class M-5 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class M-6 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class B-1 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class B-2 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class;

to the Class B-3 Certificates, the Current Interest for such class and any Interest Carry Forward
Amount with respect to such class; and

any remainder to be distributed as described under “—Overcollateralization Provisions” below.

On each Distribution Date, subject to the proviso in (2) above, Interest Funds received on the Group One
Mortgage Loans will be deemed to be distributed to the Class R, Class A-1A and Class A-1B Certificates and
Interest Funds received on the Group Two Mortgage Loans will be deemed to be distributed to each class of the
Class A-2 Certificates, in each case, until the related Current Interest and Interest Carry Forward Amount of
each such class of certificates for such Distribution Date has been paid in full. Thereafter, Interest Funds not
required for such distributions are available to be applied to the class or classes of certificates that are not
related to such group of Mortgage Loans.
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Any payments received under the terms of the Cap Contract will be available to pay the holders of the
Offered Certificates amounts in respect of any Floating Rate Certificate Carryover, except Floating Rate
Certificate Carryover resulting from the fact that the Pooling and Servicing Agreement does not provide for the
reduction of the Certificate Principal Balance of the Class A Certificates as a result of Realized Losses. Any
amounts received under the terms of the Cap Contract on a Distribution Date that are not used to pay such
Floating Rate Certificate Carryover will be distributed to the holder of the Class C Certificates. Payments in
respect of such Floating Rate Certificate Carryover shall be paid to the Offered Certificates pro rata based upon
such Floating Rate Certificate Carryover for each class of Offered Certificates.

Distributions of Principal. On each Distribution Date, the Principal Distribution Amount for such
Distribution Date is required to be distributed in the following order of priority until the Principal Distribution
Amount has been fully distributed:

(1) to the Class A Certificates, the Class A Principal Distribution Amount will be distributed as
follows:

(a) the Group One Principal Distribution Amount will be distributed as
follows: (i) if no Class A-1 Trigger Event has occurred and the aggregate
Certificate Principal Balance of the Class M, Class B and Class C Certificates has
not been reduced to zero, the Group One Principal Distribution Amount will be
distributed as follows: first, to the Class R Certificate until its Certificate Principal
Balance has been reduced to zero, and second, pro rata to the Class A-1A and
Class A-1B Certificates, based on their respective Certificate Principal Balances,
until the Certificate Principal Balance of each such class has been reduced to zero,
and (i1) if a Class A-1 Trigger Event has occurred, or the aggregate Certificate
Principal Balance of the Class M, Class B and Class C Certificates has been
reduced to zero, the Group One Principal Distribution Amount will be distributed
sequentially to the Class R, Class A-1A and Class A-1B Certificates, until the
Certificate Principal Balance of each such class has been reduced to zero; and

(b) the Group Two Principal Distribution Amount will be distributed
sequentially to the Class A-2A, Class A-2B, Class A-2C and Class A-2D
Certificates until the Certificate Principal Balance of each such class has been
reduced to zero; provided, however, that on and after the Distribution Date on
which the aggregate Certificate Principal Balance of the Class M, Class B and
Class C Certificates have been reduced to zero, any principal distributions
allocated to the Class A-2A, Class A-2B, Class A-2C and Class A-2D Certificates
are required to be allocated pro rata among such classes of certificates, based on
their respective Certificate Principal Balances, until their Certificate Principal
Balances have been reduced to zero;

(2) to the Class M-1 Certificates, the Class M-1 Principal Distribution Amount;

3) to the Class M-2 Certificates, the Class M-2 Principal Distribution Amount;

(4) to the Class M-3 Certificates, the Class M-3 Principal Distribution Amount;

(5) to the Class M-4 Certificates, the Class M-4 Principal Distribution Amount;
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(6) to the Class M-5 Certificates, the Class M-5 Principal Distribution Amount;

(7) to the Class M-6 Certificates, the Class M-6 Principal Distribution Amount;

(8) to the Class B-1 Certificates, the Class B-1 Principal Distribution Amount;

9) to the Class B-2 Certificates, the Class B-2 Principal Distribution Amount;

(10)  to the Class B-3 Certificates, the Class B-3 Principal Distribution Amount; and

(11)  any remainder to be distributed as described under “—Overcollateralization Provisions” below.
Overcollateralization Provisions

If on any Distribution Date, after giving effect to any Extra Principal Distribution Amount, the aggregate
Certificate Principal Balance of the Offered Certificates exceeds the aggregate Stated Principal Balance of the
Mortgage Loans, the Certificate Principal Balance of the Subordinated Certificates will be reduced, in inverse
order of seniority (beginning with the Class B-3 Certificates) by an amount equal to such excess.

If the Certificate Principal Balance of a class of Subordinated Certificates is reduced, that class
thereafter will be entitled to distributions of interest and principal only with respect to its Certificate Principal
Balance as so reduced. On subsequent Distribution Dates, however, as described below, Interest Funds and
Principal Funds not otherwise required to be distributed with respect to principal of and interest on the
certificates will be applied to reduce Unpaid Realized Loss Amounts previously allocated to such certificates in
order of seniority.

On each Distribution Date, Interest Funds and Principal Funds not otherwise required to be distributed
with respect to principal of and interest on the certificates as described above under “—Distributions” will be
required to be distributed in respect of the following amounts, without duplication, until fully distributed:

(1) the Extra Principal Distribution Amount;

(2) to the Class M-1 Certificates, any Unpaid Realized Loss Amount for such class;
3) to the Class M-2 Certificates, any Unpaid Realized Loss Amount for such class;
4) to the Class M-3 Certificates, any Unpaid Realized Loss Amount for such class;
(5) to the Class M-4 Certificates, any Unpaid Realized Loss Amount for such class;
(6) to the Class M-5 Certificates, any Unpaid Realized Loss Amount for such class;
(7) to the Class M-6 Certificates, any Unpaid Realized Loss Amount for such class;
(8) to the Class B-1 Certificates, any Unpaid Realized Loss Amount for such class;
9) to the Class B-2 Certificates, any Unpaid Realized Loss Amount for such class;

(10)  to the Class B-3 Certificates, any Unpaid Realized Loss Amount for such class;

11629396.4. BUSINESS S-77



(11)  to the Offered Certificates on a pro rata basis, the Floating Rate Certificate Carryover; and
(12)  to the Class C Certificates or the Residual Certificate, the remaining amount.

Any Floating Rate Certificate Carryover will be paid on future Distribution Dates from and to the extent
of funds available for that purpose as described in this prospectus supplement. The ratings on the Offered
Certificates do not address the likelihood of the payment of any Floating Rate Certificate Carryover.

Subordination of the Payment of the Subordinated Certificates

The rights of the holders of the Subordinated Certificates to receive payments with respect to the
Mortgage Loans will be subordinated to the rights of the holders of the Class A Certificates and the rights of the
holders of each class of Subordinated Certificates (other than the Class M-1 Certificates) to receive such
payments will be further subordinated to the rights of the class or classes of Subordinated Certificates with
lower numerical class designations, in each case only to the extent described in this prospectus supplement. The
subordination of the Subordinated Certificates to the Class A Certificates and the further subordination among
the Subordinated Certificates is intended to provide the certificateholders having higher relative payment
priority with protection against Realized Losses.

Cap Contract

On the Closing Date, the Trustee, on behalf of the Trust Fund, will be directed to enter into an interest
rate cap transaction with the Cap Contract Counterparty as evidenced by the Cap Contract. The Cap Contract
will be entered into in lieu of negotiating an ISDA Master Agreement and confirmation thereunder, and
pursuant to the Cap Contract, an ISDA Master Agreement will be deemed to have been executed by the Trustee
and the Cap Contract Counterparty on the date that the Cap Contract was executed. The Cap Contract is subject
to certain ISDA definitions. On or prior to the Cap Contract Termination Date, amounts, if any, received by the
Trustee for the benefit of the Trust Fund in respect of the Cap Contract will be used to pay Floating Rate
Certificate Carryover on the Offered Certificates except Floating Rate Certificate Carryover resulting from the
fact that the Pooling and Servicing Agreement does not provide for the reduction of the Certificate Principal
Balance of the Class A Certificates as a result of Realized Losses. Any amounts that are received on the Cap
Contract that are not used to pay such Floating Rate Certificate Carryover on the Offered Certificates will be
distributed to the holder of the Class C Certificates.

With respect to any Distribution Date on or prior to the Cap Contract Termination Date, the amount, if
any, payable by the Cap Contract Counterparty under the related Cap Contract will equal the product of (i) the
excess of (x) the minimum of the Upper Collar as shown under the heading “Upper Collar” in the One-Month
LIBOR Cap Table appearing below and One-Month LIBOR (as determined by the Cap Contract Counterparty)
over (y) the rate with respect to such Distribution Date as shown under the heading “Lower Collar” in the One-
Month LIBOR Cap Table appearing below, (ii) an amount equal to the lesser of (x) the Cap Contract Notional
Balance for such Distribution Date and (y) the outstanding Certificate Principal Balance of the Offered
Certificates and (ii1) the number of days in such Accrual Period, divided by 360.

The Cap Contract Notional Balances will be as shown in the following table:
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One Month LIBOR Cap Table

1ML
Strike |1ML Strike 1ML Strike 1ML Strike
Beginning Ending Notional Lower Upper Collar| Beginning Ending Notional Balance Lower Upper Collar
Period Accrual | Accrual Balance ($) Collar (%) (%) Period Accrual Accrual $) Collar (%) (%)
1 08/31/05 09/25/05 | 897,392,000.00 6.788 | 10.240 41 12/25/08 01/25/09 273,962,860.00 9.910 10.240
2 09/25/05 10/25/05 | 889,546,369.00 5.614 | 10.240 42 01/25/09 02/25/09 265,626,280.00 9.893 10.240
3 10/25/05 11/25/05 | 879,763,669.00 5.425 | 10.240 43 02/25/09 03/25/09 257,554,201.00 10.962 10.240
4 11/25/05 12/25/05 | 868,053,210.00 5.615 10.240 44 03/25/09 04/25/09 249,737,863.00 9.859 10.240
5 12/25/05 01/25/06 | 854,443,636.00 5.426 | 10.240 45 04/25/09 05/25/09 242,168,802.00 10.188 10.240
6 01/25/06 02/25/06 | 838,963,301.00 5.427 | 10.240 46 05/25/09 06/25/09 234,838,886.00 9.857 10.240
7 02/25/06 03/25/06 | 821,667,782.00 6.038 | 10.240 47 06/25/09 07/25/09 227,740,411.00 10.177 10.240
8 03/25/06 04/25/06 | 802,613,274.00 5.429 | 10.240 48 07/25/09 08/25/09 220,865,496.00 9.823 10.240
9 04/25/06 05/25/06 | 782,258,079.00 5.621 10.240 49 08/25/09 09/25/09 214,206,773.00 9.806 10.240
10 05/25/06 06/25/06 | 760,704,250.00 5.433 10.240 50 09/25/09 10/25/09 207,757,124.00 10.125 10.240
11 06/25/06 07/25/06 | 739,753,220.00 5.625 | 10.240 51 10/25/09 11/25/09 201,509,672.00 9.778 10.240
12 07/25/06 08/25/06 | 719,387,853.00 5.437 | 10.240 52 11/25/09 12/25/09 195,457,791.00 10.111 10.240
13 08/25/06 09/25/06 | 699,591,508.00 5.439 | 10.240 53 12/25/09 01/25/10 189,595,152.00 9.760 10.240
14 09/25/06 10/25/06 | 680,348,021.00 5.632 | 10.240 54 01/25/10 02/25/10 183,915,440.00 9.743 10.240
15 10/25/06 11/25/06 | 661,641,692.00 5.444 | 10.240 55 02/25/10 03/25/10 178,412,662.00 10.797 10.240
16 11/25/06 12/25/06 | 643,457,274.00 5.636 | 10.240 56 03/25/10 04/25/10 173,081,031.00 9.711 10.240
17 12/25/06 01/25/07 | 625,769,697.00 5.448 | 10.240 57 04/25/10 05/25/10 167,914,954.00 10.026 10.240
18 01/25/07 02/25/07 | 608,563,071.00 5.452 | 10.240 58 05/25/10 06/25/10 162,908,263.00 9.719 10.240
19 02/25/07 03/25/07 | 591,836,912.00 6.069 | 10.240 59 06/25/10 07/25/10 158,044,684.00 10.034 10.240
20 03/25/07 04/25/07 | 575,322,325.00 5.459 | 10.240 60 07/25/10 08/25/10 153,331,743.00 9.686 10.240
21 04/25/07 05/25/07 | 547,888,469.00 5.684 | 10.240 61 08/25/10 09/25/10 148,764,530.00 9.670 10.240
22 05/25/07 06/25/07 | 521,907,952.00 7.497 | 10.240 62 09/25/10 10/25/10 144,338,301.00 9.984 10.240
23 06/25/07 07/25/07 | 497,388,813.00 7.742 | 10.240 63 10/25/10 11/25/10 140,048,473.00 9.638 10.240
24 07/25/07 08/25/07 | 474,151,108.00 7472 | 10.240 64 11/25/10 12/25/10 135,890,616.00 9.972 10.240
25 08/25/07 09/25/07 | 452,273,118.00 7.460 | 10.240 65 12/25/10 01/25/11 131,860,780.00 9.626 10.240
26 09/25/07 10/25/07 | 438,148,583.00 7.712 | 10.240 66 01/25/11 02/25/11 127,954,476.00 9.611 10.240
27 10/25/07 11/25/07 | 424,483,696.00 7.463 10.240 67 02/25/11 03/25/11 124,167,707.00 10.652 10.240
28 11/25/07 12/25/07 | 411,262,965.00 8.702 | 10.240 68 03/25/11 04/25/11 120,496,611.00 9.581 10.240
29 12/25/07 01/25/08 | 398,494,804.00 8.404 | 10.240 69 04/25/11 05/25/11 116,937,454.00 9.893 10.240
30 01/25/08 02/25/08 | 386,139,858.00 8.396 | 10.240 70 05/25/11 06/25/11 113,486,630.00 9.570 10.240
31 02/25/08 03/25/08 | 374,184,279.00 8.984 | 10.240 71 06/25/11 07/25/11 110,140,870.00 9.883 10.240
32 03/25/08 04/25/08 | 362,614,674.00 8.378 | 10.240 72 07/25/11 08/25/11 106,896,571.00 9.541 10.240
33 04/25/08 05/25/08 | 351,418,078.00 8.688 | 10.240 73 08/25/11 09/25/11 103,750,475.00 9.528 10.240
34 05/25/08 06/25/08 | 340,582,220.00 9.368 | 10.240 74 09/25/11 10/25/11 100,699,435.00 9.840 10.240
35 06/25/08 07/25/08 | 330,111,043.00 9.675 | 10.240 75 10/25/11 11/25/11 97,740,406.00 9.501 10.240
36 07/25/08 08/25/08 | 319,975,602.00 9.341 10.240 76 11/25/11 12/25/11 94,870,448.00 9.825 10.240
37 08/25/08 09/25/08 | 310,164,708.00 9.328 | 10.240 7 12/25/11 01/25/12 92,086,818.00 9.487 10.240
38 09/25/08 10/25/08 | 300,667,546.00 9.633 | 10.240 78 01/25/12 02/25/12 89,386,660.00 9.474 10.240
39 10/25/08 11/25/08 | 291,473,656.00 9.317 | 10.240 79 02/25/12 03/25/12 86,767,315.00 10.132 10.240
40 11/25/08 12/25/08 | 282,573,012.00 10.267 | 10.240
1. With respect to any Distribution Date, if One-Month LIBOR (as determined by the Cap Contract Counterparty and

subject to a cap equal to 10.240%) exceeds the lower collar, the Trust Fund will receive payments pursuant to the
Cap Contract.

The Cap Contract is scheduled to remain in effect until the Cap Contract Termination Date and will be
subject to early termination only in limited circumstances. Such circumstances include certain insolvency or
bankruptcy events in relation to the Cap Contract Counterparty or the Trust Fund, the failure by the Cap
Contract Counterparty (after a grace period of three Local Business Days, as defined in the Cap Contract, after
notice of such failure is received by the Cap Contract Counterparty) to make a payment due under the Cap
Contract, the failure by the Cap Contract Counterparty or the Trustee (after a cure period of 20 days after notice
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of such failure is received) to perform any other agreement made by it under the Cap Contract, the termination
of the Trust Fund and the Cap Contract becoming illegal or subject to certain kinds of taxation.

The Offered Certificates do not represent an obligation of the Cap Contract Counterparty. Holders of the
Offered Certificates will not have any right to proceed directly against the Cap Contract Counterparty in respect
of its obligations under the Cap Contract.

Calculation of One-Month LIBOR

On each Interest Determination Date, the Trustee will determine One-Month LIBOR for the related
Accrual Period on the basis of (1) the offered rates for one-month United States dollar deposits, as such rates
appear on Telerate Page 3750, as of 11:00 a.m. (London time) on such Interest Determination Date or (2) if
such rate does not appear on Telerate Page 3750 as of 11:00 a.m. (London time), the Trustee will determine
such rate on the basis of the offered rates of the Reference Banks for one-month United States dollar deposits,
as such rates appear on the Reuters Screen LIBO Page, as of 11:00 a.m. (London time) on such Interest
Determination Date.

If One-Month LIBOR is determined under clause (2) above, on each Interest Determination Date, One-
Month LIBOR for the related Accrual Period for the Offered Certificates will be established by the Trustee as
follows:

(1) If on such Interest Determination Date two or more Reference Banks provide such offered
quotations, One-Month LIBOR for the related Accrual Period for the Offered Certificates shall
be the arithmetic mean of such offered quotations (rounded upwards if necessary to the nearest
whole multiple of 0.03125%).

(2) If on such Interest Determination Date fewer than two Reference Banks provide such offered
quotations, One-Month LIBOR for the related Accrual Period shall be the higher of (x) One-
Month LIBOR as determined on the previous Interest Determination Date and (y) the Reserve
Interest Rate.

The establishment of One-Month LIBOR on each Interest Determination Date by the Trustee and the
Trustee’s calculation of the rate of interest applicable to the Offered Certificates, for the related Accrual Period
for the Offered Certificates shall (in the absence of manifest error) be final and binding.

Reports to Certificateholders

On each Distribution Date, the Trustee will make available on its website located at www.ctslink.com to
each certificateholder, the Servicer, the Depositor and any other interested party a statement, based solely on
information provided by the Servicer, generally setting forth among other information:

(1) the amount of the related distribution to holders of each class of certificates allocable to
principal, separately identifying (A) the aggregate amount of any principal prepayments included
therein, (B) the aggregate amount of all scheduled payments of principal included therein and
(C) any Extra Principal Distribution Amount, in the aggregate and with respect to the Group One
Mortgage Loans and the Group Two Mortgage Loans;

(2) the amount of such distribution to holders of each class of certificates allocable to interest;
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3)
4

©)

(6)

(7
®)
©)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

the Interest Carry Forward Amount for each class of certificates;

the Certificate Principal Balance of each class of certificates after giving effect to the distribution
of principal on such Distribution Date;

the aggregate outstanding principal balance of each class of certificates for the following
Distribution Date;

the amount of the Servicing Fee paid to or retained by the Servicer and any amounts constituting
reimbursement or indemnification of the Servicer or the Trustee;

the Pass-Through Rate for each class of certificates for such Distribution Date;
the amount of Advances included in the distribution on such Distribution Date;

the cumulative amount of (A) Realized Losses and (B) Applied Realized Loss Amounts to date,
in the aggregate and with respect to the Group One Mortgage Loans and the Group Two
Mortgage Loans;

the amount of (A) Realized Losses and (B) Applied Realized Loss Amounts with respect to such
Distribution Date, in the aggregate and with respect to the Group One Mortgage Loans and the
Group Two Mortgage Loans;

the number and aggregate principal amounts of Mortgage Loans (A) delinquent (exclusive of
Mortgage Loans in foreclosure) (1) 31 to 60 days, (2) 61 to 90 days and (3) 91 or more days, and
(B) in foreclosure and delinquent (1) 31 to 60 days, (2) 61 to 90 days and (3) 91 or more days, in
each case as of the close of business on the last day of the calendar month preceding such
Distribution Date, in the aggregate and with respect to the Group One Mortgage Loans and
Group Two Mortgage Loans;

with respect to any Mortgage Loan that became an REO Property during the preceding calendar
month, the loan number and Stated Principal Balance of such Mortgage Loan as of the close of
business on the Determination Date and the date of acquisition thereof, in the aggregate;

whether a Stepdown Trigger Event or a Class A-1 Trigger Event has occurred and is in effect;

the total number and principal balance of any REO Properties as of the close of business on the
related Determination Date, in the aggregate;

any Floating Rate Certificate Carryover paid and all Floating Rate Certificate Carryover
remaining on each class of the Offered Certificates on such Distribution Date;

the number and amount of prepayment charges and the amount of late payment fees received
during the related Prepayment Period in the aggregate;

the number and aggregate Stated Principal Balance of the Radian Mortgage Loans as of the end
of the related Due Period;
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(18)  the amount of the Radian Premium with respect to such Distribution Date;

(19)  the amount of claims made under the Radian Policy with respect to principal, the amount of
claims made under the Radian Policy with respect to interest, the amount of such claims rejected
under the Radian Policy, the amount of such claims pending under the Radian Policy, and the
amount of such claims paid under the Radian Policy, each as of such Distribution Date;

(20) as of each Distribution Date, the amount, if any, received pursuant to the Cap Contract and the
amount thereof to be paid to each class of certificates;

(21)  the number of Mortgage Loans with respect to which (i) a reduction in the Mortgage Rate has
occurred or (ii) the related borrower's obligation to repay interest on a monthly basis has been
suspended or reduced pursuant to the Servicemembers Civil Relief Act or the California Military
and Veterans Code, as amended; and the amount of interest not required to be paid with respect
to any such Mortgage Loans during the related Due Period as a result of such reductions in the
aggregate and with respect to the Group One Mortgage Loans and the Group Two Mortgage
Loans; and

(22)  the amounts distributed as interest in respect of the portion of each class of certificates that
represents a regular or residual interest in a REMIC and the amount Of distributions on each
class of certificates not treated as distributions on a regular or residual interest in a REMIC.

Assistance in using the Trustee’s website can be obtained by calling the Trustee’s customer service desk
at (301) 815-6600. Parties that are unable to use the above distribution options are entitled to have a paper copy
mailed to them via first class mail by calling the customer service desk and indicating such. The Trustee shall
have the right to change the way statements are distributed in order to make such distribution more convenient
and/or more accessible to the above parties and the Trustee shall provide timely and adequate notification to all
above parties regarding any such changes.

In addition, within a reasonable period of time after the end of each calendar year, the Trustee will
prepare and deliver to each certificateholder of record during the previous calendar year a statement containing
information necessary to enable certificateholders to prepare their tax returns. Such statements will not have
been examined and reported upon by an independent public accountant.

Additional Rights of the Class R Certificateholder

The Class R Certificate will remain outstanding for so long as the Trust Fund shall exist, whether or not
such Class R Certificate is receiving current distributions of principal or interest. In addition to distributions of
principal and interest distributable as described under “—Distributions,” the holder of the Class R Certificate
will be entitled to receive (i) the amounts, if any, remaining in each REMIC on any Distribution Date after
distributions of principal and interest on the regular interests and Class R Certificate on such date and (i) the
proceeds of the assets of the Trust Fund, if any, remaining in each REMIC after distributions in respect of any
accrued and unpaid interest on such regular interests and Class R Certificate, and after distributions in respect of
principal have reduced the principal amounts of the regular interests and Class R Certificate to zero. After the
Certificate Principal Balance of the Class R Certificate is reduced to zero, it is not anticipated that any material
distributions will be made with respect to the Class R Certificate at any time. See *““Material Federal Income
Tax Consequences—REMICs-Taxation of Owners of REMIC Residual Certificates™ in the prospectus.
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Restrictions on Transfer of the Class R Certificate

The Class R Certificate will be subject to the following restrictions on transfer, and the Class R
Certificate will contain a legend describing such restrictions.

The REMIC provisions of the Code impose certain taxes on (i) transferors of residual interests to, or
agents that acquire residual interests on behalf of, disqualified organizations (as defined in the prospectus) and
(1) certain pass-through entities (as defined in the prospectus) that have disqualified organizations as beneficial
owners. No tax will be imposed on a pass-through entity (other than an “electing large partnership” as defined
in the Code) with respect to the Class R Certificate to the extent it has received an affidavit from the owner
thereof that such owner is not a disqualified organization or a nominee for a disqualified organization. The
Pooling and Servicing Agreement will provide that no legal or beneficial interest in the Class R Certificate may
be transferred to or registered in the name of any person unless (i) the proposed purchaser provides to the
Trustee an affidavit to the effect that, among other items, such transferee is not a disqualified organization and
is not purchasing the Class R Certificate as an agent for a disqualified organization (i.e., as a broker, nominee,
or other middleman thereof) and (ii) the transferor states in writing to the Trustee that it has no actual
knowledge that such affidavit or letter is false. Further, such affidavit or letter requires the transferee to affirm
that it (i) historically has paid its debts as they have come due and intends to do so in the future, (i1) understands
that it may incur tax liabilities with respect to the Class R Certificate in excess of cashflows generated thereby,
(ii1) intends to pay taxes associated with holding the Class R Certificate as such taxes become due, (iv) will not
transfer the Class R Certificate to any person or entity that does not provide a similar affidavit or letter and (v)
will not cause income from the Class R Certificate to be attributable to a foreign permanent establishment or
fixed base (within the meaning of an applicable income tax treaty) of the transferee or another U.S. taxpayer.

In addition, the Class R Certificate may not be purchased by or transferred to any person that is not a
U.S. Person (as defined in the prospectus), unless such person holds such Class R Certificate in connection with
the conduct of a trade or business within the United States and furnishes the transferor and the Trustee with an
effective IRS Form W-8ECI (or any successor thereto).

The Pooling and Servicing Agreement will provide that any attempted or purported transfer in violation
of these transfer restrictions will be null and void and will vest no rights in any purported transferee. Any
transferor or agent to whom the Trustee provides information as to any applicable tax imposed on such
transferor or agent may be required to bear the cost of computing or providing such information.

The Class R Certificate may not be acquired by or transferred to a Plan or a person acting for, on behalf
of or with any assets of any such Plan. See “ERISA Considerations” in this prospectus supplement and in the
prospectus.

The Pooling and Servicing Agreement
General

The Offered Certificates will be issued pursuant to the Pooling and Servicing Agreement. The Offered
Certificates in certificated form will be transferable and exchangeable at the office of the Trustee, which will
serve as certificate registrar and paying agent. The Trustee will provide to a prospective or actual
certificateholder, upon written request, a copy (without exhibits) of the Pooling and Servicing Agreement.
Requests should be addressed to Wells Fargo Bank, N.A., 9062 Old Annapolis Road, Columbia, Maryland
21045, Attention: Client Manager - MLMI 2005-FM1.
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Assignment of Mortgage Loans

The Mortgage Loans will be assigned to the Trustee, together with all principal and interest received
with respect to the Mortgage Loans on and after the Cut-off Date, other than scheduled payments due on or
before that date. The Trustee, as authenticating agent, will, concurrently with such assignment, authenticate and
deliver the Offered Certificates. Each Mortgage Loan will be identified in a schedule appearing as an exhibit to
the Pooling and Servicing Agreement which will specify with respect to each Mortgage Loan, among other
things, the original principal balance and the Stated Principal Balance as of the close of business on the Cut-off
Date, the Mortgage Rate, the scheduled payment and the maturity date of such Mortgage Loan.

As to each Mortgage Loan, the following documents are generally required to be delivered to the
Trustee (or its custodian) in accordance with the Pooling and Servicing Agreement: (1) the related original
Mortgage Note endorsed without recourse to the Trustee or in blank, (2) the original Mortgage with evidence of
recording indicated (or, if the original recorded Mortgage has not yet been returned by the recording office, a
copy thereof certified to be a true and complete copy of such Mortgage sent for recording) or, in the case of a
Co-op Loan, the original security agreement and related documents, (3) an original assignment of the Mortgage
to the Trustee or in blank in recordable form (except as described below) or, in the case of a Co-op Loan, an
original assignment of security agreement and related documents, (4) the policies of title insurance issued with
respect to each Mortgage Loan (other than a Co-op Loan) and (5) the originals of any assumption, modification,
extension or guaranty agreements. It is expected that the Mortgages or assignments of Mortgage with respect to
many of the Mortgage Loans will have been recorded in the name of an agent on behalf of the holder of the
related Mortgage Note. In those cases, no Mortgage assignment in favor of the Trustee will be required to be
prepared, delivered or recorded. Instead, the Servicer will be required to take all actions as are necessary to
cause the Trustee to be shown as the owner of the related Mortgage Loan on the records of the agent for
purposes of the system of recording transfers of beneficial ownership of mortgages maintained by the agent.
With the exception of assignments relating to mortgaged properties in certain states, the Depositor does not
expect to cause the assignments to be recorded.

Pursuant to the terms of the Sale Agreement, Fremont has made or assigned, as of the date of (or
provided in) the Sale Agreement, to the Seller certain representations and warranties concerning the related
Mortgage Loans that generally include representations and warranties similar to those summarized in the
prospectus under the heading “Description of the Agreements—Representations and Warranties; Repurchases.”
On the Closing Date, the Seller’s rights under the Sale Agreement will be assigned by the Seller to the
Depositor and, in turn, by the Depositor to the Trustee for the benefit of holders of the Offered Certificates.
Within the period of time specified in the Sale Agreement following its discovery of a breach of any
representation or warranty that materially or adversely affects the interests of holders of Offered Certificates in
a Mortgage Loan, or receipt of notice of such breach, Fremont will be obligated to cure such breach or purchase
the affected Mortgage Loan from the Trust Fund for a price equal to the unpaid principal balance thereof plus
any costs and damages incurred by the Trust Fund in connection with any violation by the affected Mortgage
Loan of any anti-predatory or anti-abusive lending laws (or, in certain circumstances, to substitute another
Mortgage Loan).

Pursuant to the terms of a mortgage loan sale and assignment agreement whereby the Mortgage Loans
will be purchased from the Seller by the Depositor, the Seller will make to the Depositor (and the Depositor will
assign to the Trustee for the benefit of holders of the Offered Certificates) only certain limited representations
and warranties as of the Closing Date intended to address the accuracy of the Mortgage Loan Schedule and the
payment and delinquency status of each Mortgage Loan. In the event of a breach of any such representation or
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warranty that does not constitute a breach of any representation or warranty made by Fremont as described
above, the Seller will be obligated in the same manner as Fremont to cure such breach or purchase the affected
Mortgage Loans, as described above.

To the extent that any Mortgage Loan as to which a representation or warranty has been breached is not
purchased by Fremont or, if applicable, the Seller and a Realized Loss occurs with respect to that Mortgage
Loan, holders of the Offered Certificates may incur a loss.

Amendment

The Pooling and Servicing Agreement may be amended by the Depositor, the Servicer and the Trustee,
without the consent of certificateholders, for any of the purposes set forth under “Description of the
Agreements—Amendment” in the prospectus. In addition, the Pooling and Servicing Agreement may be
amended by the Depositor, the Servicer and the Trustee and the holders of a 66 2/3% Percentage Interest of
each class of certificates affected thereby for the purpose of adding any provisions to or changing in any manner
or eliminating any of the provisions of the Pooling and Servicing Agreement or of modifying in any manner the
rights of the certificateholders; provided, however, that no such amendment may

(1) reduce in any manner the amount of, or delay the timing of, payments required to be distributed
on any certificate without the consent of the holder of such certificate;

(2) adversely affect in any material respect the interests of the holders of any class of certificates in a
manner other than as described in clause (1) above, without the consent of the holders of
certificates of such class evidencing, as to such class, Percentage Interests aggregating 66 2/3%;
or

3) reduce the aforesaid percentage of aggregate outstanding principal amounts of certificates of
each class, the holders of which are required to consent to any such amendment, without the
consent of the holders of all certificates of such class.

Optional Termination

Immediately after the Auction Termination Date, the Trustee will be directed, pursuant to the Pooling
and Servicing Agreement, to attempt to terminate the Trust Fund through a one-time auction process, using
procedures that are mutually acceptable to the Trustee and the Depositor, and thereby effect the retirement of all
of the certificates. Pursuant to such procedures, the Trustee will attempt to auction the remaining Trust Fund
assets via a solicitation of bids from at least three bidders. Any such termination will occur only if the highest
bid received is at least equal to the sum of (i) the aggregate outstanding principal balance of the Mortgage
Loans (or if such Mortgage Loan is an REO Property, the fair market value of such REO Property), plus
accrued interest thereon through the Due Date preceding distribution of the proceeds, (ii) any unreimbursed out-
of-pocket costs and expenses owed to the Trustee or the Servicer and all unreimbursed Advances and servicing
advances, (iii) any unreimbursed costs, penalties and/or damages incurred by the Trust Fund in connection with
any violation relating to any of the Mortgage Loans of any predatory or abusive lending law and (iv) all
reasonable fees and expenses incurred by the Trustee in connection with such auction. Net proceeds (after
reimbursement of amounts due to the Servicer and the Trustee) from the purchase will be distributed to the
certificateholders as provided in the Pooling and Servicing Agreement. Any such optional termination of the
Trust Fund will result in an early retirement of the certificates. If a sufficient purchase price is not achieved at
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such auction, the Servicer may, on any subsequent Distribution Date, purchase all of the Mortgage Loans,
which would similarly result in the termination of the Trust Fund.

Optional Purchase of Defaulted Loans

As to any Mortgage Loan that is 90 days or more delinquent, the Servicer will have the option (but not
the obligation), subject to the conditions described in the Pooling and Servicing Agreement, to purchase such
Mortgage Loan from the Trust Fund at a price equal to the sum of (1) the aggregate outstanding principal
balance of such Mortgage Loan together with any unreimbursed Advances, (ii) accrued interest thereon and (iii)
any unreimbursed out-of-pocket costs and expenses. Such purchase price shall be delivered to the Trustee for
deposit into the Certificate Account for the benefit of the certificateholders.

Events of Default
Events of default will consist of:

(1) any failure by the Servicer to deposit in the Collection Account or the Certificate Account the
required amounts or remit to the Trustee any payment (including an Advance required to be
made under the terms of the Pooling and Servicing Agreement) which continues unremedied for
the number of days set forth in the Pooling and Servicing Agreement after written notice of the
failure shall have been given to the Servicer, by the Trustee or the Depositor, or;

(2) any failure by the Servicer to observe or perform in any material respect any other of its
covenants or agreements, or any breach of a representation or warranty made by the Servicer in
the Pooling and Servicing Agreement, which continues unremedied for the number of days set
forth in the Pooling and Servicing Agreement after the giving of written notice of the failure to
the Servicer, by the Trustee or the Depositor.

3) insolvency, readjustment of debt, marshaling of assets and liabilities or similar proceedings, and
certain actions by or on behalf of the Servicer indicating its insolvency or inability to pay its
obligations.

As of any date of determination, (1) holders of the Offered Certificates will be allocated 98% of all voting
rights, allocated among the Offered Certificates in proportion to their respective outstanding Certificate
Principal Balances and (2) holders of the Class C and Class P Certificates will be allocated all of the remaining
voting rights. Voting rights will be allocated among the certificates of each class in accordance with their
respective Percentage Interests.
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Rights upon Event of Default

So long as an event of default under the Pooling and Servicing Agreement remains unremedied, the
Trustee may, in accordance with the Pooling and Servicing Agreement, terminate all of the rights and
obligations of the Servicer under the Pooling and Servicing Agreement and in and to the Mortgage Loans,
whereupon the Trustee will, within the time period specified in the Pooling and Servicing Agreement, succeed
to all of the responsibilities and duties of the Servicer under the Pooling and Servicing Agreement, including the
obligation to make Advances, or will appoint a successor servicer thereunder. No assurance can be given that
termination of the rights and obligations of the Servicer under the Pooling and Servicing Agreement would not
adversely affect the servicing of the Mortgage Loans serviced by the Servicer, including the delinquency
experience of such Mortgage Loans.

No certificateholder, solely by virtue of the holder’s status as a certificateholder, will have any right
under the Pooling and Servicing Agreement to institute any proceeding regarding an event of default, unless the
holder previously has given to the Trustee written notice of the continuation of an event of default and unless
the holders of certificates having not less than 25% of the voting rights evidenced by the certificates have made
written request to the Trustee to institute such proceeding in its own name as trustee thereunder and have
offered to the Trustee reasonable indemnity and the Trustee for 60 days has neglected or refused to institute any
such proceeding.

The Trustee

The Trustee will be the trustee under the Pooling and Servicing Agreement. The Trustee will be entitled
to reimbursement for certain expenses prior to distributions of any amounts to certificateholders. The office of
the Trustee is located at (1) for certificate transfer purposes, Sixth Street and Marquette Avenue, Minneapolis,
Minnesota 55479, Attention: Corporate Trust Services — Merrill Lynch Mortgage Investors Trust, Series 2005-
FM1, and (i1) for all other purposes, 9062 Old Annapolis Road, Columbia, Maryland 21045, Attention:
Corporate Trust Services — Merrill Lynch Mortgage Investors Trust, Series 2005-FM1, or at such other
addresses as the Trustee may designate from time to time.

The Trustee will:
(1) provide administrative services and file reports with regard to the certificates;
(2) provide reports to the certificateholders regarding the Mortgage Loans and the certificates; and

3) receive payments with respect to the Mortgage Loans from the Servicer and, in its capacity as
paying agent for the certificates, remit the payments to the certificateholders as described herein.

The Trustee will pay certain administrative expenses of the trust from amounts on deposit in the
Certificate Account.

Yield, Prepayment and Maturity Considerations
General

The weighted average life of and the yield to maturity on each class of Offered Certificates will be
directly related to the rate of payment of principal (including prepayments) of the Mortgage Loans. The actual

11629396.4. BUSINESS S-87



rate of principal prepayments on pools of mortgage loans is influenced by a variety of economic, tax,
geographic, demographic, social, legal and other factors and has fluctuated considerably in recent years. In
addition, the rate of principal prepayments may differ among pools of mortgage loans at any time because of
specific factors relating to the mortgage loans in a particular pool, including, among other things, the age of the
mortgage loans, the geographic locations of the properties securing the mortgage loans, the extent of the
mortgagors’ equity in the related properties, and changes in the mortgagors’ housing needs, job transfers and
employment status, as well as whether the related mortgage loans are subject to prepayment charges. Any such
refinancings will affect the rate of principal prepayments on the mortgage pool.

The timing of changes in the rate of prepayments may significantly affect the actual yield to investors
who purchase the Offered Certificates at prices other than par, even if the average rate of principal prepayments
is consistent with the expectations of investors. In general, the earlier the payment of principal of the Mortgage
Loans the greater the effect on an investor’s yield to maturity. As a result, the effect on an investor’s yield of
principal prepayments occurring at a rate higher (or lower) than the rate anticipated by the investor during the
period immediately following the issuance of the Offered Certificates may not be offset by a subsequent like
reduction (or increase) in the rate of principal prepayments. Investors must make their own decisions as to the
appropriate prepayment assumptions to be used in deciding whether to purchase any of the Offered Certificates.
The Depositor does not make any representations or warranties as to the rate of prepayment or the factors to be
considered in connection with such determinations.

The weighted average life of and yield to maturity on each class of Offered Certificates will also be
influenced by the amount of Net Excess Cashflow generated by the Mortgage Loans and applied in reduction of
the Certificate Principal Balances of such certificates. The level of Net Excess Cashflow available on any
Distribution Date to be applied in reduction of the Certificate Principal Balances of the Class A, Class M and
Class B Certificates will be influenced by, among other factors:

(1) the overcollateralization level of the assets at such time (i.e., the extent to which interest on the
related Mortgage Loans is accruing on a higher Stated Principal Balance than the Certificate
Principal Balance of the related Class A, Class M and Class B Certificates);

(2) the delinquency and default experience of the related Mortgage Loans;
3) the level of One-Month LIBOR;
(4) the Mortgage Index for the Adjustable Rate Mortgage Loans; and

(5) the provisions of the Pooling and Servicing Agreement that permit Net Excess Cashflow to be
distributed to the Class C Certificates or the Residual Certificate when required
overcollateralization levels have been met.

To the extent that greater (or lesser) amounts of Net Excess Cashflow are distributed in reduction of the
Certificate Principal Balances of a class of Offered Certificates, the weighted average life thereof can be
expected to shorten (or lengthen). No assurance, however, can be given as to the amount of Net Excess
Cashflow distributed at any time or in the aggregate. See ““Description of the Certificates—
Overcollateralization Provisions.”
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Prepayments and Yields for the Certificates

Generally, if purchased at other than par, the yield to maturity on the Offered Certificates will be
affected by the rate of the payment of principal of the Mortgage Loans. If the actual rate of payments on the
Mortgage Loans is slower than the rate anticipated by an investor who purchases Offered Certificates at a
discount, the actual yield to such investor will be lower than such investor’s anticipated yield. If the actual rate
of payments on the Mortgage Loans is faster than the rate anticipated by an investor who purchases Offered
Certificates at a premium, the actual yield to such investor will be lower than such investor’s anticipated yield.
Because approximately 81.26% of the Mortgage Loans contain prepayment charges, the rate of principal
prepayments during the term of such prepayment charges may be less than the rate of principal prepayments for
Mortgage Loans which do not contain prepayment charges; however, principal prepayments on the Mortgage
Loans could be expected to increase, perhaps materially, at or near the time of the expiration of the terms of
such prepayment charges.

Approximately 22.38% of the Mortgage Loans in the mortgage pool are Fixed Rate Mortgage Loans. In
general, if prevailing interest rates fall significantly below the interest rates on fixed rate mortgage loans, fixed
rate mortgage loans are likely to be subject to higher prepayment rates than if prevailing rates remain at or
above the interest rates on fixed rate mortgage loans. Conversely, if prevailing interest rates rise appreciably
above the interest rates on fixed rate mortgage loans, fixed rate mortgage loans are likely to experience a lower
prepayment rate than if prevailing rates remain at or below the interest rates on fixed rate mortgage loans.

Approximately 77.62% of the Mortgage Loans in the mortgage pool are Adjustable Rate Mortgage
Loans. As is the case with conventional fixed rate mortgage loans, adjustable rate mortgage loans may be
subject to a greater rate of principal prepayments in a declining interest rate environment. For example, if
prevailing interest rates fall significantly, adjustable rate mortgage loans could be subject to higher prepayment
rates than if prevailing interest rates remain constant because the availability of fixed rate mortgage loans at
lower interest rates may encourage mortgagors to refinance their adjustable rate mortgage loans to a lower fixed
interest rate. In addition, depending on prevailing interest rates, adjustable rate mortgage loans could experience
higher prepayment rates at or near the time of any interest rate adjustment. Nevertheless, no assurance can be
given as to the level of prepayment that the Mortgage Loans will experience.

Although the Mortgage Rates on the Adjustable Rate Mortgage Loans are subject to adjustment, such
Mortgage Rates adjust less frequently than the Pass-Through Rate on the Offered Certificates and adjust by
reference to the Mortgage Index. Changes in One-Month LIBOR may not correlate with changes in the
Mortgage Index and also may not correlate with prevailing interest rates. It is possible that an increased level of
One-Month LIBOR could occur simultaneously with a lower level of prevailing interest rates which would be
expected to result in faster prepayments, thereby reducing the weighted average life of the Offered Certificates.
The Mortgage Rate applicable to substantially all of the Adjustable Rate Mortgage Loans and any Adjustment
Date will be based on the Mortgage Index value most recently announced generally as of a date 45 days prior to
such Adjustment Date. Thus, if the Mortgage Index value with respect to an Adjustable Rate Mortgage Loan
rises, the lag in time before the corresponding Mortgage Rate increases will, all other things being equal, slow
the upward adjustment of the Available Funds Cap. Moreover, the Fixed Rate Mortgage Loans have Mortgage
Rates that will not adjust and the presence of the Fixed Rate Mortgage Loans in the mortgage pool will make
the Available Funds Cap less likely to adjust either upward or downward. See “The Mortgage Pool.”

The calculation of the Pass-Through Rate on each class of the Offered Certificates is based upon the
value of an index (One-Month LIBOR) that is different from the value of the index applicable to substantially
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all of the Adjustable Rate Mortgage Loans (Six-Month LIBOR) as described under “The Mortgage Pool—
General.” In addition, the Fixed Rate Mortgage Loans have Mortgage Rates that are not dependent upon any
index. The Pass-Through Rate on each class of Offered Certificates is also subject to the Available Funds Cap,
which effectively limits the rate of interest accrued on each class of Offered Certificates to a per annum rate
determined by reference to the product of (i) 12 and (ii) the quotient obtained by dividing the amount of interest
accruing on the Mortgage Loans at a rate equal to the weighted average of the Net Mortgage Rates of such
Mortgage Loans by the aggregate principal amount of the Offered Certificates multiplied by a fraction, the
numerator of which is 30 and the denominator of which is the actual number of days in the related Accrual
Period.

Furthermore, even if One-Month LIBOR and Six-Month LIBOR were at the same level, various factors
may cause the Available Funds Cap to limit the amount of interest that would otherwise accrue on each class of
Offered Certificates. In particular, the Pass-Through Rate on each class of Offered Certificates adjusts monthly,
while the interest rates on the Adjustable Rate Mortgage Loans adjust less frequently and the interest rates on
the Fixed Rate Mortgage Loans remain constant, with the result that the operation of the Available Funds Cap
may limit increases in the Pass-Through Rates for extended periods in a rising interest rate environment. In
addition, the Adjustable Rate Mortgage Loans are subject to periodic (i.e., semi-annual) adjustment caps,
minimum and maximum rate caps, and the weighted average margin is subject to change based upon
prepayment experience, which also may result in the Available Funds Cap limiting increases in the Pass-
Through Rate for such classes of Offered Certificates. Consequently, the interest that becomes due on the
Mortgage Loans (net of the Servicing Fee and the Radian Premium, if applicable) with respect to any
Distribution Date may not equal the amount of interest that would accrue at One-Month LIBOR plus the margin
on each class of Offered Certificates. Furthermore, if the Available Funds Cap determines the Pass-Through
Rate for a class of Offered Certificates for a Distribution Date, the market value of such class of Offered
Certificates may be temporarily or permanently reduced. Although the Pooling and Servicing Agreement
provides a mechanism to pay, on a subordinated basis, any Floating Rate Certificate Carryover, there is no
assurance that funds will be available to pay such amount. The ratings assigned to the Offered Certificates do
not address the likelihood of the payment of any such amount.

In addition, the Pass-Through Rate on each class of Offered Certificates is subject to the Maximum Rate
Cap. The Maximum Rate Cap may limit increases in the Pass-Through Rate on such class of Offered
Certificates and any shortfall of interest will not be recovered.

The extent to which the yield to maturity on the Offered Certificates may vary from the anticipated yield
will depend upon the degree to which they are purchased at a discount or premium and, correspondingly, the
degree to which the timing of payments thereon is sensitive to prepayments, liquidations and purchases of the
Mortgage Loans. In particular, in the case of an Offered Certificate purchased at a discount, an investor should
consider the risk that a slower than anticipated rate of principal payments, liquidations and purchases of the
Mortgage Loans could result in an actual yield to such investor that is lower than the anticipated yield and, in
the case of an Offered Certificate purchased at a premium, the risk that a faster than anticipated rate of principal
payments, liquidations and purchases of such Mortgage Loans could result in an actual yield to such investor
that is lower than the anticipated yield.

The Last Scheduled Distribution Date for each class of Offered Certificates is set forth in the chart
appearing on page S-3. The actual final Distribution Date with respect to each class of Offered Certificates
could occur significantly earlier than its Last Scheduled Distribution Date because:
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(1) prepayments are likely to occur and such prepayments will be applied to the payment of the
Certificate Principal Balances thereof;

(2) excess interest to the extent available will be applied as an accelerated payment of principal on
the Offered Certificates as described herein; and

3) the Trustee will be directed in the Pooling and Servicing Agreement to conduct a one-time
auction for the purchase of all the Mortgage Loans in the mortgage pool when the Stated
Principal Balance of the Mortgage Loans and REO Properties at the time of purchase is less than
or equal to 10% of the aggregate Stated Principal Balance of the Mortgage Loans as of the Cut-
off Date; and if such auction fails to achieve the sufficient purchase price, the Servicer may, on
any subsequent Distribution Date, purchase all of the Mortgage Loans.

Prepayments on mortgage loans are commonly measured relative to a prepayment model or standard.
The prepayment models used in this prospectus supplement are based on an assumed rate of prepayment each
month of the then unpaid principal balance of a pool of mortgage loans similar to the Fixed Rate Mortgage
Loans or Adjustable Rate Mortgage Loans, as applicable. For the Fixed Rate Mortgage Loans, the prepayment
model used in this prospectus supplement is HEP. For the Adjustable Rate Mortgage Loans, the prepayment
model used in this prospectus supplement is PPC.

As used in the following tables “0% of the prepayment model” assumes no prepayments on the
Mortgage Loans; “80% of the prepayment model” assumes the Mortgage Loans will prepay at rates equal to
80% of the related prepayment model; “100% of the prepayment model” assumes the Mortgage Loans will
prepay at rates equal to 100% of the related prepayment model; “150% of the prepayment model” assumes the
Mortgage Loans will prepay at rates equal to 150% of the related prepayment model; and “200% of the
prepayment model” assumes the Mortgage Loans will prepay at rates equal to 200% of the related prepayment
model.

There is no assurance, however, that prepayments on the Mortgage Loans will conform to any level of
the prepayment model, and no representation is made that the Mortgage Loans will prepay at the prepayment
rates shown or any other prepayment rate. The rate of principal payments on pools of mortgage loans is
influenced by a variety of economic, geographic, social and other factors, including the level of interest rates.
Other factors affecting prepayment of mortgage loans include changes in obligors’ housing needs, job transfers,
employment status, the solicitation of mortgagors to refinance their mortgage loans and the existence of
prepayment charges. In the case of mortgage loans in general, if prevailing interest rates fall significantly
below the interest rates on the mortgage loans, the mortgage loans are likely to be subject to higher prepayment
rates than if prevailing interest rates remain at or above the rates borne by the mortgage loans. Conversely, if
prevailing interest rates rise above the interest rates on the mortgage loans, the rate of prepayment would be
expected to decrease.

The weighted average lives of the Offered Certificates set forth on the following tables are determined
by (1) multiplying the amount of each assumed principal distribution by the number of years from the date of
issuance of the certificates to the related Distribution Date, (2) summing the results and (3) dividing the sum by
the total principal distribution on the Offered Certificates.
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The following tables have been prepared on the basis of the Modeling Assumptions, including the
assumption that Group One and Group Two consist of mortgage loans having the approximate characteristics
described below:
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Current Mortgage
Balance ($) Rate(%)
108,983.97 7.350
419,088.66 6.500
395,523.65 7.731
312,942.04 5.990
13,613,493.96 6.901
16,250,492.05 6.824
7,281,096.63 7.204
34,563,211.24 6.937
6,472.95 12.250
11,639.24 10.375
8,861.53 10.990
99,578.71 11.285
42,538.95 11.510
84,214.39 9.550
68,088.80 10.904
4,970.36 12.250
194,339.05 9.686
93,203.06 9.959
365,616.65 9.650
2,000,609.31 10.061
770,165.07 9.903
3,413,328.00 9.673
815,574.35 9.457
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Net
Mortgage
Rate(%)
6.060
5.210
6.441
4.700
5.611
5.534
5914
5.647
10.960
9.085
9.700
9.995
10.220
8.260
9.614
10.960
8.396
8.669
8.360
8.771
8.613
8.383
8.167

Group One Fixed Rate Mortgage Loans

Original
Term
(months)
180
180
240
240
360
360
360
360
60
120
120
120
120
180
180
180
240
240
240
360
360
360
360

Remaining
Term
(months)
177
177
237
237
357
357
357
357
57
117
117
117
116
177
177
177
237

237
357
357
357
357

Original
Amortization
Term
(months)
180
180
240
240
360
360
360
360
60
120
120
120
120
180
180
180
240
240
240
360
360
360
360

Amortization

S-93

Remaining

Term
(months)
177
177
237
237
357
357
357
357
57
117
117
117
116
177
177
177
237
237
237
357
357
357
357

Original
Interest-Only
Term
(months)

0

(==l = = = = = i R — R i = =)

Remaining
Interest-Only
Term
(months)

0

(=R A =2 — i =R R e i R N 2 — 2 R R e R e R e R )

Original
Months to
Prepayment
Penalty
Expiration
0
36
12
36
0
12
24
36
0
0
12
24
36
0
24
36
0
12
24
0
12
24
36



Current Mortgage

Balance ($) Rate(%)
99,069.41 8.550
352,891.14 5.990
149,020.01 5.990
253,445.24 7.139
14,746,497.20 6.934
16,750,492.84 6.842
4,598,645.02 7.261
41,682,770.25 6.932
16,087.03 12.420
17,477.98 12.082
4,763.93 11.500
188,783.27 10.565
162,732.16 11.320
186,313.12 11.172
153,837.55 10.734
284,395.16 10.144
181,726.22 11.447
400,595.65 10.736
61,780.04 10.904
751,103.99 10.321
285,642.95 9.814
621,769.45 10.077
200,933.57 9.909
8,165,444.01 9.862
7,060,236.66 9.658
22,031,022.19 9.773
1,520,219.14 9.387

11629396.4. BUSINESS

Net
Mortgage
Rate(%)
7.260
4.700
4.700
5.849
5.644
5.552
5.971
5.642
11.130
10.792
10.210
9.275
10.030
9.882
9.444
8.854
10.157
9.446
9.614
9.031
8.524
8.787
8.619
8.572
8.368
8.483
8.097

Group Two Fixed Rate Mortgage Loans

Original
Term
(months)
180
240
240
240
360
360
360
360
60
60
60
120
120
120
120
180
180
180
180
240
240
240
240
360
360
360
360

Remaining
Term
(months)
177
236
237
237
357
357
357
357
57
57
57
117
117
117
117
177
177
177
177
237

237
237
357
357
357
357

Original
Amortization
Term
(months)
180
240
240
240
360
360
360
360
60
60
60
120
120
120
120
180
180
180
180
240
240
240
240
360
360
360
360

Amortization

S-94

Remaining

Term
(months)
177
236
237
237
357
357
357
357
57
57
57
117
117
117
117
177
177
177
177

Original
Interest-Only
Term
(months)

0
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Remaining
Interest-Only
Term
(months)

0
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Original
Months to
Prepayment
Penalty
Expiration
36
0
12
36
0
12
24
36
0
24
36
0
12
24
36
0
12
24
36
0
12
24
36
0
12
24
36



Current
Balance ($)

66,360,714.30
42,621,179.77
130,707,308.42
4,563,602.85
2,312,202.63
711,365.35
2,221,685.88
3,339,304.86
3,072,915.42
1,553,350.72
2,818,151.27
3,159,080.72
8,779,151.77
6,913,921.98
40,331,064.25
976,449.98
146,400.00
455,200.00
320,000.00
272,800.00
2,594,094.12

Net Original

Mortgage  Mortgage Term
Rate(%) Rate(%)  (months)
7.476 6.186 360
7.270 5.980 360
7.174 5.884 360
6.976 5.686 360
7.301 6.011 360
6.724 5.434 360
6.595 5.305 360
6.567 5.271 360
6.610 5.320 360
6.677 5.387 360
6.684 5.394 360
6.557 5.267 360
6.646 5.356 360
6.355 5.065 360
6.285 4.995 360
6.124 4.834 360
6.550 5.260 360
5.967 4.677 360
5.650 4.360 360
7.050 5.760 360
6.297 5.007 360
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Remaining
Term
(months)

357
357
357
357
357
357
357
357
357
357
357
357
356
357
357
357
357
357
356
356
356

Original
Amortization
Term (Less
Interest Only
Term)
(months)

360
360
360
360
360
360
360
360
360
360
360
360
300
300
300
300
300
300
300
300
300

Group One Adjustable Rate Mortgage Loans

Remaining
Amortization
Term (Less
Interest Only
Term)
(months)

357
357
357
357
357
357
357
357
357
357
357
357
300
300
300
300
300
300
300
300
300

Original
Interest
Only
Term
(months)

(= I I — 2 — R P R e R e R )

D DD DD
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Remaining
Interest
Only
Term
(months)
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Gross
Margin(%)
6.811
6.706
6.653
6.368
6.473
6.034
6.394
6.276
6.605
6.274
6.495
6.362
6.427
6.240
6.339
6.053
6.990
5.862
6.600
6.990
6.268

Initial
Rate
Change
Cap(%)
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000

Periodic
Cap(%)
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500

Maximum
Rate(%)

14.476
14.270
14.174
13.976
14.301
13.724
13.595
13.567
13.610
13.677
13.684
13.557
13.646
13.355
13.285
13.124
13.550
12.967
12.650
14.050
13.297

Minimum
Rate(%)
7.476
7.270
7.174
6.976
7.301
6.724
6.595
6.567
6.610
6.677
6.684
6.557
6.646
6.355
6.285
6.124
6.550
5.967
5.650
7.050
6.297

Rate
Change
Frequency
(months)

(=)}

(=)W= N Ne e N > e =2l N e e e e e e e e e N

Number of
Months
Until Next
Rate
Adjustment
Date

21
21
21
21
33
33
33
33
57
57
57
57
20
21
21
21
33
33
32
32
32

Index
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML

Original
Months to
Prepayment
Penalty
Expiration
0
12
24
36
0
12
24
36
0
12
24
36
0
12
24
36
0
12
24
30
36



Current
Balance ($)
28,235,326.33
27,165,693.99
120,414,604.15
5,216,479.80

616,334.62
111,656.47
206,794.49
976,103.09
1,220,852.63
882,286.43
1,676,313.74
2,433,670.99
580,000.00
726,097.95
15,242,187.58
19,829,159.87
133,110,624.03
201,600.00
7,520,032.32
1,887,254.55
656,000.00
1,482,611.93
5,433,660.82

Net Original

Mortgage  Mortgage Term
Rate(%) Rate(%)  (months)
7.415 6.125 360
7.452 6.162 360
7.416 6.126 360
7.170 5.880 360
6.705 5.415 360
7.250 5.960 360
8.139 6.849 360
7.333 6.043 360
7.061 5.771 360
7.224 5.934 360
6.432 5.142 360
6.408 5.118 360
6.990 5.700 360
7.061 5.771 360
6.828 5.538 360
6.633 5.343 360
6.417 5.127 360
6.990 5.700 360
6.272 4.982 360
6.454 5.164 360
5.550 4.260 360
6.162 4.872 360
5.769 4.479 360
11629396.4. BUSINESS

Remaining
Term
(months)
357
357
357
357
356
357
357
356
357
357
357
357
353
354
357
357
357
357
357
357
357
356
357

Original
Amortization
Term (Less
Interest Only
Term)
(months)
360
360
360
360
360
360
360
360
360
360
360
360
336
336
300
300
300
300
300
300
300
300
300

Group Two Adjustable Rate Mortgage Loans

Remaining
Amortization
Term (Less
Interest Only
Term)
(months)
357
357
357
357
356
357
357
356
357
357
357
357
336
336
300
300
300
300
300
300
300
300
300

Original
Interest
Only
Term
(months)
0
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Remaining
Interest
Only
Term
(months)
0
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Gross
Margin(%)
6.712
6.766
6.71
6.524
6.08
6.625
6.908
6.48
6.99
6.99
6.472
6.782
6.99
6.99
6.59
6.433
6.433
6.365
6.096
6.979
6.5
6.664
6.18

Initial
Rate
Change
Cap(%)
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000

Periodic
Cap(%)
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500
1.500

Maximum
Rate(%)
14.415
14.452
14.416
14.170
13.705
14.250
15.139
14.333
14.061
14.224
13.432
13.408
13.990
14.061
13.828
13.633
13.417
13.990
13.272
13.454
12.550
13.162
12.769

Minimum
Rate(%)
7.415
7.452
7416
7.170
6.705
7.250
8.139
7.333
7.061
7.224
6.432
6.408
6.990
7.061
6.828
6.633
6.417
6.990
6.272
6.454
5.550
6.162
5.769

Rate
Change
Frequency
(months)
6
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Number of
Months
Until Next
Rate
Adjustment
Date
21
21
21
21
32
33
33
32
57
57
57
57
17
18
21
21
21
21
21
33
33
32
33

Index

6ML
6ML

6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML
6ML

Original
Months to
Prepayment
Penalty
Expiration
0
12
24
36
0
12
24
36
0
12
24
36
0
24
0
12
24
30
36
0
12
24
36



Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class A-1A Class A-1B

Distribution Date 0% 80% 100% 150% 200% 0% 80% 100% 150% 200%
Initial......ocooerireieee 100 100 100 100 100 100 100 100 100 100
August 25,2006................... 99 78 73 59 45 99 78 73 59 45
August 25,2007 .......ccvnnne. 98 49 38 15 0 98 49 38 15 0
August 25,2008................... 97 30 19 0 0 97 30 19 0 0
August 25,2000...........c.c..... 96 25 18 0 0 96 25 18 0 0
August 25,2010......cccuennee. 95 18 12 0 0 95 18 12 0 0
August 25,201 1....c.ccovueen. 94 14 8 0 0 94 14 8 0 0
August 25,2012......ccceueeene. 93 10 6 0 0 93 10 6 0 0
August 25,2013......ccoeueee. 91 8 4 0 0 91 8 4 0 0
August 25,2014................... 90 6 3 0 0 90 6 3 0 0
August 25,2015........c.c.ec. 88 4 2 0 0 88 4 2 0 0
August 25,2016................... 86 3 1 0 0 86 3 1 0 0
August 25,2017 ..o 84 2 | 0 0 84 2 1 0 0
August 25,2018.........cc....... 81 2 | 0 0 81 2 1 0 0
August 25,2019......ccoeunee. 79 1 * 0 0 79 1 * 0 0
August 25,2020........ccuu.... 76 1 0 0 0 76 1 0 0 0
August 25,2021 ..o 73 1 0 0 0 73 1 0 0 0
August 25,2022........ccu.c. 69 * 0 0 0 69 * 0 0 0
August 25,2023......c.ceueeee. 66 * 0 0 0 66 * 0 0 0
August 25,2024........cc..c... 61 0 0 0 0 61 0 0 0 0
August 25,2025........c.c.ce... 57 0 0 0 0 57 0 0 0 0
August 25,2026................... 52 0 0 0 0 52 0 0 0 0
August 25,2027......ccoeueee. 46 0 0 0 0 46 0 0 0 0
August 25,2028.................. 40 0 0 0 0 40 0 0 0 0
August 25,2029........ccuee. 35 0 0 0 0 35 0 0 0 0
August 25,2030......c.cceueee. 30 0 0 0 0 30 0 0 0 0
August 25,2031 ....ccccvvnenene. 25 0 0 0 0 25 0 0 0 0
August 25,2032......ccoeunene. 19 0 0 0 0 19 0 0 0 0
August 25,2033 ... 13 0 0 0 0 13 0 0 0 0
August 25,2034.......ccoeueeee. 6 0 0 0 0 6 0 0 0 0
August 25,2035......cccoeneeene. 0 0 0 0 0 0 0 0 0 0
Weighted Average Life in

Years...ooeeeneencnrercinnennes 19.89  3.08 2.42 1.28 099 19.89 3.08 242 1.28 0.99

* Less than 0.5% but greater than 0.0%.
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class A-2A Class A-2B

Distribution Date 0% 80% 100% 150% 200% 0% 80% 100% 150% 200%
Initial......ocooerireieee 100 100 100 100 100 100 100 100 100 100
August 25,2006................... 99 58 48 22 0 100 100 100 100 82
August 25,2007........oceuee.. 97 3 0 0 0 100 100 39 0 0
August 25,2008................... 96 0 0 0 0 100 0 0 0 0
August 25,2000................... 94 0 0 0 0 100 0 0 0 0
August 25,2010......ccceueene. 93 0 0 0 0 100 0 0 0 0
August 25,2011 ..o 90 0 0 0 0 100 0 0 0 0
August 25,2012......ccceueee. 88 0 0 0 0 100 0 0 0 0
August 25,2013......ccoeueee. 85 0 0 0 0 100 0 0 0 0
August 25,2014................... 82 0 0 0 0 100 0 0 0 0
August 25,2015........c.c.ec. 78 0 0 0 0 100 0 0 0 0
August 25,2016................... 74 0 0 0 0 100 0 0 0 0
August 25,2017 ..o 70 0 0 0 0 100 0 0 0 0
August 25,2018.........cc....... 65 0 0 0 0 100 0 0 0 0
August 25,2019......ccoeunee. 60 0 0 0 0 100 0 0 0 0
August 25,2020........ccuu.... 55 0 0 0 0 100 0 0 0 0
August 25,2021 ..o 48 0 0 0 0 100 0 0 0 0
August 25,2022........ccu.c. 42 0 0 0 0 100 0 0 0 0
August 25,2023......c.ceueeee. 34 0 0 0 0 100 0 0 0 0
August 25,2024........cc..c... 26 0 0 0 0 100 0 0 0 0
August 25,2025........c.c.ce... 17 0 0 0 0 100 0 0 0 0
August 25,2026................... 7 0 0 0 0 100 0 0 0 0
August 25,2027......ccoeueee. 0 0 0 0 0 85 0 0 0 0
August 25,2028................... 0 0 0 0 0 41 0 0 0 0
August 25,2029........ccue..... 0 0 0 0 0 7 0 0 0 0
August 25,2030......c.cceueee. 0 0 0 0 0 0 0 0 0 0
August 25,2031 ... 0 0 0 0 0 0 0 0 0 0
August 25,2032......ccoeneeee. 0 0 0 0 0 0 0 0 0 0
August 25,2033 ... 0 0 0 0 0 0 0 0 0 0
August 25,2034.......ccoeueeee. 0 0 0 0 0 0 0 0 0 0
August 25,2035......cccoeneeene. 0 0 0 0 0 0 0 0 0 0
Weighted Average Life in

Years...ooeeeneencnrercinnennes 14.52 1.18 1.00 0.72 0.57 22.87 248  2.00 1.49 1.12
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class A-2C Class A-2D

Distribution Date 0% 80% 100% 150% 200% 0% 80% 100% 150% 200%
Initial......ocooerireieee 100 100 100 100 100 100 100 100 100 100
August 25, 2006................... 100 100 100 100 100 100 100 100 100 100
August 25,2007........ocoouee.. 100 100 100 24 0 100 100 100 100 0
August 25,2008................... 100 90 42 0 0 100 100 100 0 0
August 25,2000................... 100 66 37 0 0 100 100 100 0 0
August 25,2010......cccceueee. 100 39 13 0 0 100 100 100 0 0
August 25,201 1....c.cccoveneee. 100 19 0 0 0 100 100 92 0 0
August 25,2012......ccceueee. 100 4 0 0 0 100 100 67 0 0
August 25,2013......ccceneene. 100 0 0 0 0 100 84 49 0 0
August 25,2014................... 100 0 0 0 0 100 65 36 0 0
August 25,2015........cc.eee. 100 0 0 0 0 100 51 27 0 0
August 25,2016................... 100 0 0 0 0 100 40 21 0 0
August 25,2017 ..o 100 0 0 0 0 100 31 16 0 0
August 25,2018........cco..... 100 0 0 0 0 100 25 12 0 0
August 25,2019......ccoeneee. 100 0 0 0 0 100 20 8 0 0
August 25,2020......c.ccueee. 100 0 0 0 0 100 16 5 0 0
August 25,2021 ..o 100 0 0 0 0 100 13 1 0 0
August 25,2022........ccueee. 100 0 0 0 0 100 9 0 0 0
August 25,2023.......cceueeee. 100 0 0 0 0 100 6 0 0 0
August 25,2024..........c...... 100 0 0 0 0 100 3 0 0 0
August 25,2025........cc..... 100 0 0 0 0 100 0 0 0 0
August 25,2026................... 100 0 0 0 0 100 0 0 0 0
August 25,2027......ccoeneee. 100 0 0 0 0 100 0 0 0 0
August 25,2028.................. 100 0 0 0 0 100 0 0 0 0
August 25,2029........ccue.... 100 0 0 0 0 100 0 0 0 0
August 25,2030........cceueee. 84 0 0 0 0 100 0 0 0 0
August 25,2031 ... 62 0 0 0 0 100 0 0 0 0
August 25,2032......ccoeueee 38 0 0 0 0 100 0 0 0 0
August 25,2033 ... 10 0 0 0 0 100 0 0 0 0
August 25,2034........ceueeene. 0 0 0 0 0 56 0 0 0 0
August 25,2035......cccoeneeene. 0 0 0 0 0 0 0 0 0 0
Weighted Average Life in

Years...oveeeneenenieeinnennes 2646  4.76 3.50 1.91 1.53  29.10 11.15 887  2.59 1.82
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class M-1 Class M-2
Distribution Date 0% 80% 100% 150%  200% 0% 80% 100% 150% 200%
Initial........ooovviiiiiiiiieeee. 100 100 100 100 100 100 100 100 100 100
August 25, 2006................... 100 100 100 100 100 100 100 100 100 100
August 25,2007 ......ccoecueneee 100 100 100 100 56 100 100 100 100 100
August 25,2008................... 100 100 100 80 0 100 100 100 100 0
August 25,2009................... 100 66 48 80 0 100 66 48 74 0
August 25,2010................... 100 50 34 62 0 100 50 34 12 0
August 25,2011 ......covneee. 100 38 24 38 0 100 38 24 7 0
August 25,2012......ccccueuee. 100 29 17 24 0 100 29 17 1 0
August 25,2013.......ccocee. 100 22 12 13 0 100 22 12 0 0
August 25,2014................... 100 17 9 6 0 100 17 9 0 0
August 25, 2015................... 100 13 6 2 0 100 13 6 0 0
August 25, 2016................... 100 10 5 0 0 100 10 1 0 0
August 25,2017 ....occveeenene 100 8 2 0 0 100 8 0 0 0
August 25, 2018.....ccoeeeeee 100 6 0 0 0 100 5 0 0 0
August 25,2019................... 100 5 0 0 0 100 1 0 0 0
August 25, 2020................... 100 2 0 0 0 100 0 0 0 0
August 25,2021 ......covee.e. 100 * 0 0 0 100 0 0 0 0
August 25,2022................... 100 0 0 0 0 100 0 0 0 0
August 25,2023................... 100 0 0 0 0 100 0 0 0 0
August 25,2024................... 100 0 0 0 0 100 0 0 0 0
August 25,2025................... 100 0 0 0 0 100 0 0 0 0
August 25, 2026................... 100 0 0 0 0 100 0 0 0 0
August 25,2027 ................... 100 0 0 0 0 100 0 0 0 0
August 25, 2028.......cccceeneee 100 0 0 0 0 100 0 0 0 0
August 25,2029................... 91 0 0 0 0 91 0 0 0 0
August 25, 2030.......ccceeneee 79 0 0 0 0 79 0 0 0 0
August 25,2031 ... 65 0 0 0 0 65 0 0 0 0
August 25,2032.........o....... 50 0 0 0 0 50 0 0 0 0
August 25,2033........ocou..e. 34 0 0 0 0 34 0 0 0 0
August 25,2034................... 15 0 0 0 0 15 0 0 0 0
August 25,2035................... 0 0 0 0 0 0 0 0 0 0

Weighted Average Life in
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26.87 6.03 4.98 443 2.62
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class M-3 Class M-4

Distribution Date 0% 80% 100% 150% 200% 0% 80% 100% 150% 200%
Initial......ocooerireieee 100 100 100 100 100 100 100 100 100 100
August 25, 2006................... 100 100 100 100 100 100 100 100 100 100
August 25,2007........ocoouee.. 100 100 100 100 100 100 100 100 100 100
August 25,2008................... 100 100 100 100 0 100 100 100 100 99
August 25,2000.........c.c.c..... 100 66 48 20 0 100 66 48 20 99
August 25,2010......cccuenneee. 100 50 34 12 0 100 50 34 12 81
August 25,201 1...coeveeenee 100 38 24 7 0 100 38 24 1 34
August 25,2012......ccooveuenee 100 29 17 0 0 100 29 17 0 8
August 25,2013......ccooenenene 100 22 12 0 0 100 22 12 0 0
August 25,2014................... 100 17 9 0 0 100 17 8 0 0
August 25, 2015.......cconeee. 100 13 3 0 0 100 13 0 0 0
August 25, 2016................... 100 10 0 0 0 100 10 0 0 0
August 25,2017 ..o 100 8 0 0 0 100 3 0 0 0
August 25,2018........cco..... 100 0 0 0 0 100 0 0 0 0
August 25,2019......ccoeneee. 100 0 0 0 0 100 0 0 0 0
August 25,2020......c.ccueee. 100 0 0 0 0 100 0 0 0 0
August 25,2021 ..o 100 0 0 0 0 100 0 0 0 0
August 25,2022................... 100 0 0 0 0 100 0 0 0 0
August 25,2023................... 100 0 0 0 0 100 0 0 0 0
August 25,2024................... 100 0 0 0 0 100 0 0 0 0
August 25, 2025........cconee. 100 0 0 0 0 100 0 0 0 0
August 25, 2026................... 100 0 0 0 0 100 0 0 0 0
August 25,2027 .......ccoeuene. 100 0 0 0 0 100 0 0 0 0
August 25,2028.................. 100 0 0 0 0 100 0 0 0 0
August 25,2029........coccue.... 91 0 0 0 0 91 0 0 0 0
August 25,2030........cceueee. 79 0 0 0 0 79 0 0 0 0
August 25,2031 ... 65 0 0 0 0 65 0 0 0 0
August 25,2032......ccoeueee 50 0 0 0 0 50 0 0 0 0
August 25,2033 ... 34 0 0 0 0 34 0 0 0 0
August 25,2034................... 15 0 0 0 0 15 0 0 0 0
August 25,2035........cone.. 0 0 0 0 0 0 0 0 0 0
Weighted Average Life in

Years. ..oooooeereneireeeeeen 26.87 597 4.90 4.09 294 2686 591 484 392 5.75
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class M-5 Class M-6

Distribution Date 0% 80% 100% 150% 200% 0% 80% 100% 150% 200%
Initial......ocooerireieee 100 100 100 100 100 100 100 100 100 100
August 25, 2006................... 100 100 100 100 100 100 100 100 100 100
August 25,2007........ocoouee.. 100 100 100 100 100 100 100 100 100 100
August 25,2008................... 100 100 100 100 100 100 100 100 100 100
August 25,2000................... 100 66 48 20 100 100 66 48 20 19
August 25,2010......cceueeenee. 100 50 34 11 0 100 50 34 0 0
August 25,201 1...ccoevveennnee 100 38 24 0 0 100 38 24 0 0
August 25,2012......ccooueuenene 100 29 17 0 0 100 29 17 0 0
August 25,2013......ccooeneeee 100 22 12 0 0 100 22 2 0 0
August 25,2014................... 100 17 0 0 0 100 17 0 0 0
August 25, 2015.......cconeee. 100 13 0 0 0 100 5 0 0 0
August 25, 2016................... 100 2 0 0 0 100 0 0 0 0
August 25,2017 ..o 100 0 0 0 0 100 0 0 0 0
August 25,2018........cco..... 100 0 0 0 0 100 0 0 0 0
August 25,2019......ccoeneee. 100 0 0 0 0 100 0 0 0 0
August 25,2020......c.ccueee. 100 0 0 0 0 100 0 0 0 0
August 25,2021 ..o 100 0 0 0 0 100 0 0 0 0
August 25,2022................... 100 0 0 0 0 100 0 0 0 0
August 25,2023................... 100 0 0 0 0 100 0 0 0 0
August 25,2024................... 100 0 0 0 0 100 0 0 0 0
August 25, 2025........cconee. 100 0 0 0 0 100 0 0 0 0
August 25, 2026................... 100 0 0 0 0 100 0 0 0 0
August 25,2027 .......ccoeuene. 100 0 0 0 0 100 0 0 0 0
August 25,2028.................. 100 0 0 0 0 100 0 0 0 0
August 25,2029........coccue.... 91 0 0 0 0 91 0 0 0 0
August 25,2030........cceueee. 79 0 0 0 0 79 0 0 0 0
August 25,2031 ... 65 0 0 0 0 65 0 0 0 0
August 25,2032......ccoeueee 50 0 0 0 0 50 0 0 0 0
August 25,2033 ... 34 0 0 0 0 34 0 0 0 0
August 25,2034................... 15 0 0 0 0 15 0 0 0 0
August 25,2035........cone.. 0 0 0 0 0 0 0 0 0 0
Weighted Average Life in

Years. ..oooooeereneireeeeeen 26.85 5.82 4.74 3.75 440 2683 572 466 @ 3.62 3.94
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class B-1 Class B-2

Distribution Date 0% 80% 100% 150% 200% 0% 80% 100% 150% 200%
Initial......ocooerireieee 100 100 100 100 100 100 100 100 100 100
August 25, 2006................... 100 100 100 100 100 100 100 100 100 100
August 25,2007........ocoouee.. 100 100 100 100 100 100 100 100 100 100
August 25,2008................... 100 100 100 100 100 100 100 100 100 100
August 25,2000................... 100 66 48 20 0 100 66 48 0 0
August 25,2010......cccueeenee. 100 50 34 0 0 100 50 34 0 0
August 25,201 1...coeveeenee 100 38 24 0 0 100 38 19 0 0
August 25, 2012........cc...... 100 29 9 0 0 100 29 0 0 0
August 25,2013........c.c........ 100 22 0 0 0 100 9 0 0 0
August 25,2014................... 100 8 0 0 0 100 0 0 0 0
August 25, 2015......ccconeee. 100 0 0 0 0 100 0 0 0 0
August 25, 2016................... 100 0 0 0 0 100 0 0 0 0
August 25,2017 ..o 100 0 0 0 0 100 0 0 0 0
August 25,2018........cco..... 100 0 0 0 0 100 0 0 0 0
August 25,2019......ccoeneee. 100 0 0 0 0 100 0 0 0 0
August 25,2020......c.ccueee. 100 0 0 0 0 100 0 0 0 0
August 25,2021 ..o 100 0 0 0 0 100 0 0 0 0
August 25,2022................... 100 0 0 0 0 100 0 0 0 0
August 25,2023................... 100 0 0 0 0 100 0 0 0 0
August 25,2024................... 100 0 0 0 0 100 0 0 0 0
August 25, 2025........cconee. 100 0 0 0 0 100 0 0 0 0
August 25, 2026................... 100 0 0 0 0 100 0 0 0 0
August 25,2027 .......ccoeuene. 100 0 0 0 0 100 0 0 0 0
August 25,2028.................. 100 0 0 0 0 100 0 0 0 0
August 25,2029........coccue.... 91 0 0 0 0 91 0 0 0 0
August 25,2030........cceueee. 79 0 0 0 0 79 0 0 0 0
August 25,2031 ... 65 0 0 0 0 65 0 0 0 0
August 25,2032......ccoeueee 50 0 0 0 0 50 0 0 0 0
August 25,2033 ... 34 0 0 0 0 34 0 0 0 0
August 25,2034................... 2 0 0 0 0 0 0 0 0 0
August 25,2035........cone.. 0 0 0 0 0 0 0 0 0 0
Weighted Average Life in

Years. ..oooooeereneireeeeeen 26.8 5.57 4.53 3.50 364 2675 537 436 335 3.43
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Percentage of Initial Principal Balance Outstanding
at the Respective Percentages of the Prepayment
Model Set Forth Below

Class B-3

Distribution Date 0% 80%  100% 150%  200%
Initial.......coovvneiieiieiiieee, 100 100 100 100 100
August 25, 2006................... 100 100 100 100 100
August 25,2007 ..o 100 100 100 100 100
August 25, 2008................... 100 100 100 100 100
August 25, 2009................... 100 55 31 0 0
August 25, 2010................... 100 33 12 0 0
August 25,2011 ................... 100 17 0 0 0
August 25, 2012................... 100 5 0 0 0
August 25,2013................... 100 0 0 0 0
August 25,2014................... 100 0 0 0 0
August 25, 2015................... 100 0 0 0 0
August 25, 2016................... 100 0 0 0 0
August 25,2017 ...ccceeeeneee. 100 0 0 0 0
August 25, 2018.......cccen.e. 100 0 0 0 0
August 25,2019........cc........ 100 0 0 0 0
August 25, 2020................... 100 0 0 0 0
August 25,2021 ......ccvnnnne. 100 0 0 0 0
August 25,2022................... 100 0 0 0 0
August 25,2023................... 100 0 0 0 0
August 25,2024................... 100 0 0 0 0
August 25, 2025................... 100 0 0 0 0
August 25, 2026................... 100 0 0 0 0
August 25,2027 ........c.cu..... 100 0 0 0 0
August 25, 2028........cceeeee. 100 0 0 0 0
August 25, 2029.......ccccveeene 89 0 0 0 0
August 25, 2030.......cccveneene 72 0 0 0 0
August 25,2031 ......covneeee. 54 0 0 0 0
August 25,2032..........oo...... 34 0 0 0 0
August 25,2033.......c.oenee. 11 0 0 0 0
August 25,2034................... 0 0 0 0 0
August 25,2035................... 0 0 0 0 0
Weighted Average Life in

YEarS...oovoveeeieeeeeeeeeenenn 26.12 4.53 3.75 3.13 3.19
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Hypothetical Available Funds Cap Table

Based upon the Modeling Assumptions and assuming further that the Fixed Rate

Mortgage Loans prepay at a constant rate of 20% HEP and the Adjustable Rate Mortgage Loans
prepay at a constant rate of 100% PPC, the following table indicates the Available Funds Cap
under such an assumed hypothetical scenario. It is highly unlikely, however, that prepayments
on the Fixed Rate Mortgage Loans will occur at a constant rate of 20% HEP or prepayments on
the Adjustable Rate Mortgage Loans will occur at a constant rate of 100% PPC or at any other
constant rate. There is no assurance, therefore, of whether or to what extent the actual weighted
average Net Mortgage Rate of the Mortgage Loans on any Distribution Date will conform to the
corresponding rate set forth for such Distribution Date in the following table.

Available  Available Available  Available Available
Funds Funds Funds Funds Funds
. - - 0, 0, - - - 0, 0, . - - i 0,
DIStE)I;)tl:)tlon C?B((z)/") C?B((Bf’) Dlstlglgtlétlon C?B((z)/") C?B((Bf’) DlstS:tlétlon Aéj:;i’/'; I(le)J(g)ds C?B((S)/O)
9/25/2005  7.048 7.048 12/25/2007  8.396 10.500 3/25/2010 8.907 11.057
10/25/2005 5.874 10.500 1/25/2008 8.119 10.500 4/25/2010 8.039 10.500
11/25/2005  5.685 10.500 2/25/2008  8.112 10.500 5/25/2010 8.302 10.500
12/25/2005 5.875 10.500 3/25/2008  8.665 10.500 6/25/2010 8.070 10.500
1/25/2006 5.686 10.500 4/25/2008 8.099 10.500 7/25/2010 8.333 10.500
2/25/2006  5.687 10.500 5/25/2008  8.381 10.500 8/25/2010 8.059 10.500
3/25/2006  6.298 10.500 6/25/2008  8.154 10.500 9/25/2010 8.054 10.500
4/25/2006  5.689 10.500 7/25/2008  8.418 10.500 10/25/2010 8.318 10.500
5/25/2006 5.881 10.500 8/25/2008 8.140 10.500 11/25/2010 8.045 10.500
6/25/2006  5.693 10.500 9/25/2008  8.133 10.500 12/25/2010 8.322 10.500
7/25/2006  5.885 10.500 10/25/2008  8.397 10.500 1/25/2011 8.049 10.500
8/25/2006 5.697 10.500 11/25/2008 8.126 10.500 2/25/2011 8.045 10.500
9/25/2006  5.699 10.500 12/25/2008  8.407 10.527 3/25/2011 8.902 10.912
10/25/2006  5.892 10.500 1/25/2009  8.129 10.500 4/25/2011 8.037 10.500
11/25/2006  5.704 10.500 2/25/2009  8.122 10.500 5/25/2011 8.301 10.500
12/25/2006  5.896 10.500 3/25/2009  8.985 11.222 6/25/2011 8.030 10.500
1/25/2007  5.708 10.500 4/25/2009  8.109 10.500 7125/2011 8.295 10.500
2/25/2007  5.712 10.500 5/25/2009  8.373 10.500 8/25/2011 8.024 10.500
3/25/2007 6.329 10.500 6/25/2009 8.097 10.500 9/25/2011 8.021 10.500
4/25/2007  5.719 10.500 7/25/2009  8.361 10.500 10/25/2011 8.286 10.500
5/25/2007  5.944 10.500 8/25/2009  8.085 10.500 11/25/2011 8.017 10.500
6/25/2007 7.757 10.500 9/25/2009 8.079 10.500 12/25/2011 8.282 10.500
7/25/2007  8.002 10.500 10/25/2009  8.342 10.500 1/25/2012 8.013 10.500
8/25/2007  7.732 10.500 11/25/2009  8.067 10.500 2/25/2012 8.012 10.500
9/25/2007  7.719 10.500 12/25/2009  8.330 10.500 3/25/2012 8.564 10.500
10/25/2007  7.972 10.500 1/25/2010  8.056 10.500 4/25/2012 oAk oAk
11/25/2007  7.717 10.500 2/25/2010  8.050 10.500

(1) The Available Funds Cap is a per annum rate equal to 12 times the quotient of (x) the total scheduled interest on the Mortgage Loans
based on the Net Mortgage Rates in effect on the related Due Date, divided by (y) the aggregate Certificate Principal Balance of the
Offered Certificates as of the first day of the applicable Accrual Period, multiplied by 30 and divided by the actual number of days in
the related Accrual Period.

(2) Assumes no losses, 10% optional termination, 20% HEP on the Fixed Rate Mortgage Loans and 100% PPC on the Adjustable Rate
Mortgage Loans collateral, and One-Month LIBOR and Six-Month LIBOR remain constant at 3.6542% and 4.0648%, respectively.

(3) Assumes no losses, 10% optional termination, 20% HEP on fixed rate collateral and 100% PPC on the adjustable rate collateral, and
One-Month LIBOR and Six-Month LIBOR are 3.6542% and 4.0648%, respectively, for the first Distribution Date and both increase
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to 20.00% for each Distribution Date thereafter. The values indicated include proceeds from the Cap Contract, although such
proceeds are excluded from the calculation of the Available Funds Cap described herein.
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Additional Information

The Depositor has filed additional yield tables and other computational materials with
respect to the certificates with the Securities and Exchange Commission in a report on Form 8-K.
Those tables and materials were prepared by the underwriters for prospective investors who
made requests for that additional information. Those tables and assumptions may be based on
assumptions that differ from the Modeling Assumptions. Accordingly, those tables and other
materials may not be relevant to or appropriate for investors other than those specifically
requesting them.

Federal Income Tax Consequences

For federal income tax purposes, the Trust Fund will include one or more segregated
asset pools, with respect to which elections will be made to treat each as a separate REMIC. The
Trust Fund will also include (x) a grantor trust which will hold the Class C Certificates, the Cap
Contract Account and the rights to payments under the Cap Contract and certain obligations with
respect to excess interest payments described below and (y) a grantor trust that will hold the
rights to prepayment charges. The assets of the lowest-tier REMIC will consist of the Mortgage
Loans and all other property in the Trust Fund except for (i) interests issued by any of the
REMIC:s, (i1) prepayment charges received with respect to the Mortgage Loans, (iii) the Cap
Contract and the Cap Contract Account and (iv) the interests in the grantor trusts described
above. Each class of the Offered Certificates (other than the Class R Certificate) will represent
the beneficial ownership of the corresponding regular interest of the highest-tier REMIC. The
Class R Certificate will represent the beneficial ownership of the residual interest in each of the
REMICs.

For federal income tax purposes, each of the interests in the highest-tier REMIC that
corresponds to an Offered Certificate will be subject to an interest rate cap equal to the Net WAC
multiplied by 30 and divided by the actual number of days in the related Accrual Period. In
addition to representing the beneficial ownership of the corresponding interest of the highest-tier
REMIC, each of the Offered Certificates will also represent the beneficial ownership of any
excess of the interest distributable on such class over the interest that would have accrued on the
corresponding class of interest had each of the Offered Certificates been subject to a cap equal to
the Net WAC multiplied by 30 and divided by the actual number of days in the related Accrual
Period (such excess, “excess interest payments”). The rights to excess interest payments
associated with the Offered Certificates will not, for federal income tax purposes, be treated as
interests in a REMIC.

Upon the issuance of the Offered Certificates, Dechert LLP will deliver its opinion to the
effect that, assuming compliance with the Pooling and Servicing Agreement, and the accuracy of
certain representations made in the Pooling and Servicing Agreement or the transfer agreements
with respect to the Mortgage Loans and certain representations made by the Seller, for federal
income tax purposes, each of the REMICs will qualify as a REMIC within the meaning of
Section 860D of the Code and the grantor trusts will qualify as such under subpart E, Part I of
Subchapter J of the Code.
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Holders of Subordinated Certificates may be required to accrue income currently even
though their distributions may be reduced due to defaults and delinquencies on the related
Mortgage Loans. See “Material Federal Income Tax Consequences™ in the prospectus.

The current backup withholding rate is 28%. The rate is subject to adjustment after 2010.
Taxation of the Basis Risk Arrangements

General. Each holder of an Offered Certificate will be treated for federal income tax
purposes as having entered into, on the date it purchases its Offered Certificate, one or more
notional principal contracts whereby it has the right to receive payments with respect to excess
interest payments.

In general, the holders of the Offered Certificates must allocate the price they pay for
their certificates between their interest in the highest-tier REMIC and their rights to receive
excess interest payments based on their relative fair market values. To the extent rights to
receive such payments are determined to have a value on the Closing Date that is greater than
zero, a portion of such purchase price will be allocable to such rights, and such portion will be
treated as a cap premium paid by the holders of the Offered Certificates. A holder of an Offered
Certificate will be required to amortize the cap premium under one of the methods set forth in
the Swap Regulations. Prospective purchasers of the Offered Certificates should consult their
own tax advisors regarding the appropriate method of amortizing any cap premium.

Under the Swap Regulations (i) all taxpayers must recognize periodic payments with
respect to a notional principal contract under the accrual method of accounting, and (ii) any
periodic payments received in connection with the right to receive excess interest payments must
be netted against payments, if any, deemed made as a result of the cap premiums described
above over the recipient’s taxable year, rather than accounted for on a gross basis. Net income
or deduction with respect to net payments under a notional principal contract for a taxable year
should, and under recently proposed regulations would, constitute ordinary income or ordinary
deduction. The proposed regulations referred to in the preceding sentence are proposed to be
effective thirty days after they are published as final regulations. It is not known whether the
proposed regulations will be adopted as final regulations or, if so, whether they will be adopted
in their current form. The IRS could contend the amount of net income or deduction is capital
gain or loss, but such treatment is unlikely, at least in the absence of further regulations.
Individuals may be limited in their ability to deduct any such net deduction and should consult
their tax advisors prior to investing in the Offered Certificates.

Termination Payments. Any amount of proceeds from the sale, redemption or retirement
of an Offered Certificate that is considered to be allocated to the selling beneficial owner’s rights
to receive excess interest payments would be considered under the Swap Regulations a
“termination payment”. A holder of an Offered Certificate will have gain or loss from such a
termination of the right to receive excess interest payments equal to (i) any termination payment
it received or is deemed to have received minus (ii) the unamortized portion of any cap premium
paid (or deemed paid) by the beneficial owner upon entering into or acquiring its right to receive
excess interest payments.
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Gain or loss realized upon the termination of a right to receive excess interest payments
generally will be treated as capital gain or loss. Moreover, in the case of a bank or thrift
institution, Section 582(c) of the Code would likely not apply to treat such gain or loss, or a
portion thereof, as ordinary.

Application of the Straddle Rules. The Offered Certificates, representing beneficial
ownership of the corresponding regular interest and the right to receive excess interest payments,
may constitute positions in a straddle, in which case, the straddle rules of Section 1092 of the
Code would apply. If the straddle rules apply, a selling beneficial owner’s capital gain or loss
with respect to such corresponding regular interest would be short-term because the holding
period would be tolled under the straddle rules. Similarly, capital gain or loss realized in
connection with the termination of the right to receive excess interest payments would be short-
term. If the holder of an Offered Certificate incurred or continued indebtedness to acquire or
hold such Offered Certificate, the holder would generally be required to capitalize a portion of
the interest paid on such indebtedness until termination of the right to receive excess interest
payments.

Investors are urged to consult their own tax advisors regarding the appropriate tax
treatment of the right to receive excess interest payments.

Original Issue Discount and Amortizable Bond Premium

The REMIC regular interests represented by the Offered Certificates (other than the Class
R Certificate) may be treated as being issued with original issue discount. For purposes of
determining the amount and rate of accrual of original issue discount and market discount, the
Depositor intends to assume that there will be prepayments on the Mortgage Loans at a rate
equal to 100% of the applicable prepayment model, as described above. No representation is
made as to whether the Mortgage Loans will prepay at that rate or any other rate. See “Yield,
Prepayment and Maturity Considerations™ in this prospectus supplement and “Material Federal
Income Tax Consequences™ in the prospectus.

The REMIC regular interests represented by the other classes of the Offered Certificates
(other than the Class R Certificate) may be treated as being issued at a premium. If this occurs,
the holders of the Offered Certificates may elect under Section 171 of the Code to amortize that
premium under the constant yield method and to treat that amortizable premium as an offset to
interest income on such regular interests. This election, however, applies to all the
certificateholder’s debt instruments held during or after the first taxable year in which the
election is first made, may be revoked only with the consent of the IRS, and should only be made
after consulting with a tax advisor.

If the method for computing original issue discount described in the prospectus results in
a negative amount for any period with respect to a certificateholder, such certificateholder will
be permitted to offset such excess amounts only against the respective future income, if any,
from the REMIC regular interest represented by such certificate. Although the tax treatment is
uncertain, a certificateholder may be permitted to deduct a loss to the extent that such holder’s
respective remaining basis in the REMIC regular interest represented by such certificate exceeds
the maximum amount of future payments to which such holder is entitled with respect to its
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REMIC regular interest, assuming no further principal prepayments on the Mortgage Loans are
received. Although the matter is not free from doubt, any such loss might be treated as a capital
loss.

Special Tax Attributes of the Offered Certificates

As is described more fully under “Material Federal Income Tax Consequences” in the
prospectus, the Offered Certificates, other than any portion of an Offered Certificate representing
a right to receive excess interest payments, will be treated as assets described in Section
7701(a)(19)(C) of the Code in the same proportion that the assets of the Trust Fund, exclusive of
the rights to the Cap Contract Account, rights to receive payments under the Cap Contract, and
rights to receive prepayment charges with respect to the Mortgage Loans, would be so treated;
provided, however, that if at least 95% of the assets of the Trust Fund, exclusive of the rights to
the Cap Contract Account, rights to receive payments under the Cap Contract, and rights to
receive prepayment charges with respect to the Mortgage Loans, are assets described in Section
7701(a)(19)(C)(1)-(x) of the Code, the Offered Certificates, other than any portion of an Offered
Certificate representing a right to receive excess interest payments, will be treated in their
entirety as assets described in Section 7701(a)(19)(C) of the Code.

The Offered Certificates, other than any portion of an Offered Certificate representing a
right to receive excess interest payments, will be treated as “real estate assets” under Section
856(c)(5)(B) of the Code in the same proportion that the assets of the Trust Fund, exclusive of
the rights to the Cap Contract Account, rights to receive payments under the Cap Contract, and
rights to receive prepayment charges with respect to the Mortgage Loans, would be so treated;
provided, however, that if at least 95% of the assets of the Trust Fund, exclusive of the rights to
the Cap Contract Account, rights to receive payments under the Cap Contract, and rights to
receive prepayment charges with respect to the Mortgage Loans, are “real estate assets” within
the meaning of Section 856(c)(5)(B) of the Code, then the Offered Certificates, other than any
portion of an Offered Certificate representing a right to receive excess interest payments, will be
treated in their entirety as “real estate assets” under Section 856(c)(5)(B) of the Code. Interest
on the Offered Certificates, other than excess interest payments, will be treated as “interest on
obligations secured by mortgages on real property” within the meaning of Section 856(c)(3)(B)
of the Code in the same proportion that income of the Trust Fund, exclusive of income from the
Cap Contract, income from the Cap Contract Account and income from prepayment charges with
respect to the Mortgage Loans, is income described in Section 856(c)(3)(B) of the Code;
provided, however, that if at least 95% of the assets of the Trust Fund, exclusive of the rights to
the Cap Contract Account, rights to receive payments under the Cap Contract, and rights to
receive prepayment charges with respect to the Mortgage Loans, are “real estate assets” within
the meaning of Section 856(c)(5)(B) of the Code, then all interest on the Offered Certificates,
other than excess interest payments, will be treated as “interest on obligations secured by
mortgages on real property” within the meaning of Section 856(c)(3)(B) of the Code.

The portion of any Offered Certificate representing a right to receive excess interest
payments will not be treated as a “real estate asset” under Section 856(c)(5)(B) of the Code or as
a qualifying asset under Section 860G(a)(3) or Section 7701(a)(19)(C) of the Code and income
with respect to such portion will not be treated as “interest on obligations secured by mortgages
on real property” within the meaning of Section 856(c)(3)(B) of the Code.
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Prohibited Transactions Tax and Other Taxes

The Code imposes a tax on REMICs equal to 100% of the net income derived from
“prohibited transactions.” In general, subject to specified exceptions, a prohibited transaction
means the disposition of a Mortgage Loan, the receipt of income from a source other than a
Mortgage Loan or other permitted investments, the receipt of compensation for services, or gain
from the disposition of an asset purchased with the payments on the Mortgage Loans for
temporary investment pending distribution on the certificates. It is not anticipated that the Trust
Fund will engage in any prohibited transactions in which it would recognize a material amount
of net income.

In addition, contributions to a trust fund that elects to be treated as a REMIC made after
the day on which the trust fund issues all of its interests could result in the imposition of a tax on
the trust fund equal to 100% of the value of the contributed property. The Trust Fund will not
accept contributions that would subject it to such tax.

In addition, a trust fund that elects to be treated as a REMIC may be subject to federal
income tax at the highest corporate rate on “net income from foreclosure property,” determined
by reference to the rules applicable to real estate investment trusts. “Net income from
foreclosure property” generally means income derived from foreclosure property, including gain
from the sale of a foreclosure property, other than qualifying rents and other income or gain that
would be qualifying income for a real estate investment trust. It is not anticipated that the Trust
Fund will recognize net income from foreclosure property subject to federal income tax.

Where the above-referenced prohibited transactions tax, tax on contributions to a trust
fund, tax on net income from foreclosure property or state or local income or franchise tax that
may be imposed on a REMIC arises out of a breach of the Servicer’s or the Trustee’s obligations,
as the case may be, under the Pooling and Servicing Agreement and in respect of compliance
with then applicable law, such tax will be borne by the Servicer or the Trustee in either case out
of its own funds. In the event that either the Servicer or the Trustee, as the case may be, fails to
pay or is not required to pay any such tax as provided above, such tax will be paid by the Trust
Fund first with amounts that might otherwise be distributable to the holders of certificates in the
manner provided in the Pooling and Servicing Agreement. It is not anticipated that any material
state or local income or franchise tax will be imposed on the Trust Fund.

For further information regarding the federal income tax consequences of investing in the
Offered Certificates, see “Material Federal Income Tax Consequences—REMICs” in the
prospectus.

Class R Certificate

The holder of the Class R Certificate must include the taxable income or loss of the
REMICs in determining its federal taxable income. The Class R Certificate will remain
outstanding for federal income tax purposes until there are no certificates of any other class
outstanding. Prospective investors are cautioned that the Class R Certificateholder’s REMIC
taxable income and the tax liability thereon may exceed, and may substantially exceed, cash
distributions to such holder during certain periods, in which event, the holder thereof must have
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sufficient alternative sources of funds to pay such tax liability. Furthermore, it is anticipated that
all or a substantial portion of the taxable income of the REMICs includable by the holder of the
Class R Certificate will be treated as “excess inclusion” income, resulting in (i) the inability of
such holder to use net operating losses to offset such income from the REMICs, (ii) the treatment
of such income as “unrelated business taxable income” to certain holders who are otherwise tax-
exempt and (ii1) the treatment of such income as subject to 30% withholding tax to certain non-
U.S. investors, with no exemption or treaty reduction.

The Class R Certificate will be considered to represent “noneconomic residual interests,”
with the result that transfers thereof would be disregarded for federal income tax purposes if any
significant purpose of the transfer was to impede the assessment or collection of tax. All
transfers of the Class R Certificate will be subject to certain restrictions intended to reduce the
possibility of any such transfer being disregarded. Such restrictions include requirements that (i)
the transferor represent that it has conducted an investigation of the transferee and made certain
findings regarding whether the transferee has historically paid its debts when they become due,
(i1) the proposed transferee make certain representations regarding its understanding that as the
holder of a Class R Certificate the transferee may incur tax liabilities in excess of the cashflow
from the Class R Certificate and its intention to pay the taxes associated with holding the Class R
Certificate as they become due and (iii) the proposed transferee agree that it will not transfer the
Class R Certificate to any person unless that person agrees to comply with the same restrictions
on future transfers. See ““Description of the Certificates—Restrictions on Transfer of the Class R
Certificate™ in this prospectus supplement and “Material Federal Income Tax Consequences—
Tax-Related Restrictions on Transfers of REMIC Residual Certificates” in the prospectus.

An individual, trust or estate that holds the Class R Certificate (whether such Class R
Certificate is held directly or indirectly through certain pass-through entities) also may have
additional gross income with respect to, but may be subject to limitations on the deductibility of,
Servicing Fees on the Mortgage Loans and other administrative expenses of the Trust Fund in
computing such holder’s regular tax liability, and may not be able to deduct such fees or
expenses to any extent in computing such holder’s alternative minimum tax liability. In addition,
some portion of a purchaser’s basis, if any, in the Class R Certificate may not be recovered until
termination of the Trust Fund. Furthermore, the federal income tax consequences of any
consideration paid to a transferee on a transfer of the Class R Certificate are unclear. Recently
issued regulations require an acquiror or transferee of a noneconomic residual interest to
recognize as income any fee received to induce such person to become a holder of such interest
over a period reasonably related to the period during which the applicable REMIC is expected to
generate taxable income or net loss in a manner that reasonably reflects the after-tax costs and
benefits (without regard to such fee) of holding such interest. The regulations provide two safe
harbor methods that satisfy this requirement. Under one method, the fee is recognized in
accordance with the method of accounting, and over the same period, that the taxpayer uses for
financial reporting purposes, provided that the fee is included in income for financial reporting
purposes over a period that is not shorter than the period during which the applicable REMIC is
expected to generate taxable income. Under a second method, the fee is recognized ratably over
the anticipated weighted average life of the applicable REMIC (as determined under applicable
Treasury regulations) remaining as of the date of acquisition of the noneconomic residual
interest. The IRS may provide additional safe harbor methods in future guidance. Once a
taxpayer adopts a particular method of accounting for such fees, the taxpayer generally may not
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change to a different method without consent of the IRS. Under the regulations, if any portion of
such a fee has not been recognized in full by the time the holder of a noneconomic residual
interest disposes of such interest, then the holder must include the unrecognized portion in
income at that time. The regulations also provide that such a fee shall be treated as income from
sources within the United States. Any transferee receiving consideration with respect to the Class
R Certificate should consult its tax advisors.

Due to the special tax treatment of residual interests, the effective after-tax return of the
Class R Certificate may be significantly lower than would be the case if the Class R Certificate
were taxed as a debt instrument, or may be negative.

For further information regarding the federal income tax consequences of investing in the
Offered Certificates, see “Material Federal Income Tax Consequences” in the prospectus.

Tax Return Disclosure Requirements

Taxpayers are required to report certain information on IRS Form 8886 if they participate
in a “reportable transaction.” Holders should consult their tax advisors as to the need to file a
Form 8886 (disclosing certain potential tax shelters) with their federal income tax returns.

State Taxes

The Depositor makes no representations regarding the tax consequences of purchase,
ownership or disposition of the Offered Certificates under the tax laws of any state. Investors
considering an investment in the Offered Certificates should consult their own tax advisors
regarding such tax consequences.

All investors should consult their own tax advisors regarding the federal, state, local or
foreign income tax consequences of the purchase, ownership and disposition of the Offered
Certificates.

ERISA Considerations

Section 406 of ERISA prohibits “parties in interest” with respect to a Plan subject to
ERISA and Section 4975 of the Code prohibits “disqualified persons” with respect to a Plan
subject thereto from engaging in certain transactions involving such Plan and its assets unless a
statutory, regulatory or administrative exemption applies to the transaction. Section 4975 of the
Code imposes certain excise taxes and other penalties on prohibited transactions involving Plans
subject to that Section. ERISA authorizes the imposition of civil penalties for prohibited
transactions involving Plans subject to Title I of ERISA in certain circumstances. Any Plan
fiduciary proposing to cause a Plan to acquire the Offered Certificates should consult with its
counsel with respect to the potential consequences under ERISA and the Code of the Plan’s
acquisition and holding of the Offered Certificates. The Class R Certificate may not be
purchased by a Plan; therefore, references in the following discussion to the Offered Certificates
do not apply, in general, to the Class R Certificate. See “ERISA Considerations™ in the
prospectus.
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Certain employee benefit plans, including governmental plans and certain church plans,
are not subject to ERISA. Accordingly, assets of such plans may be invested in the Offered
Certificates without regard to the ERISA Considerations described herein and in the Prospectus,
subject to any provisions under any federal, state, local, non-U.S. or other laws or regulations
that are substantively similar to Title I of ERISA or Section 4975 of the Code.

Except as noted above, investments by Plans are subject to ERISA’s general fiduciary
requirements, including the requirement of investment prudence and diversification and the
requirement that a Plan’s investments be made in accordance with the documents governing the
Plan. A fiduciary deciding whether to invest the assets of a Plan in the Offered Certificates
should consider, among other factors, the extreme sensitivity of the investments to the rate of
principal payments (including prepayments) on the Mortgage Loans.

The U.S. Department of Labor has granted the Exemption from certain of the prohibited
transaction rules of ERISA and the related excise tax provisions of Section 4975 of the Code
with respect to the initial purchase, the holding, the servicing and the subsequent resale by Plans
of certificates in pass-through trusts that consist of receivables, loans and other obligations that
meet the conditions and requirements of the Exemption.

Among the general conditions that must be satisfied for the Exemption to apply are the
following:

(1) the acquisition of the certificates by a Plan is on terms (including the price for the
certificates) that are at least as favorable to the Plan as they would be in an arm’s-
length transaction with an unrelated party;

(2) the rights and interests evidenced by the certificates acquired by the Plan are not
subordinated to the rights and interests evidenced by other certificates of the Trust
Fund, other than in the case of Designated Transactions;

3) the certificates acquired by the Plan have received a rating at the time of such
acquisition that is one of the three (or in the case of Designated Transactions,
four) highest generic rating categories of Fitch, Moody’s or S&P;

4) the Trustee must not be an affiliate of any other member of the Restricted Group
other than an underwriter;

(5) the sum of all payments made to and retained by the underwriters in connection
with the distribution of the certificates represents not more than reasonable
compensation for underwriting the certificates; the sum of all payments made to
and retained by the Seller for the assignment of the Mortgage Loans to the Trust
Fund represents not more than the fair market value of such Mortgage Loans; the
sum of all payments made to and retained by the Servicer and any other servicer
represents not more than reasonable compensation for such person’s services
under the agreement in which the loans are pooled and reimbursements of such
person’s reasonable expenses in connection therewith; and
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(6) the Plan investing in the certificates is an “accredited investor” as defined in Rule
501(a)(1) of Regulation D of the Securities and Exchange Commission under the
Securities Act of 1933, as amended.

The Trust Fund must also meet the following requirements:

(1) the corpus of the Trust Fund must consist solely of assets of the type that have
been included in other investment pools;

(2) certificates in such other investment pools must have been rated in one of the
three (or in the case of Designated Transactions, four) highest rating categories of
Fitch, Moody’s or S&P for at least one year prior to the Plan’s acquisition of
certificates; and

3) certificates evidencing interests in such other investment pools must have been
purchased by investors other than Plans for at least one year prior to any Plan’s
acquisition of certificates.

Moreover, the Exemption provides relief from certain self-dealing/conflict of interest
prohibited transactions that may occur when a Plan fiduciary causes a Plan (other than a Plan
sponsored by a member of the Restricted Group) to acquire certificates in a trust and the
fiduciary (or its affiliate) is an obligor on the receivables held in the trust, provided that, among
other requirements:

(1) in the case of an acquisition in connection with the initial issuance of certificates,
at least fifty percent (50%) of each class of certificates in which Plans have
invested is acquired by persons independent of the Restricted Group and at least
fifty percent (50%) of the aggregate interest in the trust is acquired by persons
independent of the Restricted Group;

(2) such fiduciary (or its affiliate) is an obligor with respect to five percent (5%) or
less of the fair market value of the obligations contained in the trust;

3) the Plan’s investment in certificates of any class does not exceed twenty-five
percent (25%) of all of the certificates of that class outstanding at the time of the
acquisition; and

(4) immediately after the acquisition, no more than twenty-five percent (25%) of the
assets of any Plan with respect to which such person is a fiduciary are invested in
certificates representing an interest in one or more trusts containing assets sold or
serviced by the same entity.

Further, additional conditions under the Exemption are applicable to eligible swaps or
cap contracts and these conditions are discussed in “ERISA Considerations” in the prospectus.

Except as described below, it is expected that the Exemption will apply to the acquisition
and holding of the Offered Certificates by Plans and that all conditions of the Exemption other
than those within the control of the investors will be met. In addition, as of the date hereof, there
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is no single mortgagor that is the obligor on five percent (5%) or more of the Mortgage Loans
included in the Trust Fund by aggregate unamortized principal balance of the assets of the Trust
Fund.

Because the characteristics of the Class R Certificate may not meet the requirements of
the Exemption or any other issued exemption under ERISA, a Plan may have engaged in a
prohibited transaction or incur excise taxes or civil penalties if it purchases and holds the Class R
Certificate. Consequently, transfers of the Class R Certificate will not be registered by the
Trustee unless the Trustee receives a representation from the transferee of the Class R
Certificate, acceptable to and in form and substance satisfactory to the Trustee, to the effect that
the transferee is not a Plan, and is not directly or indirectly acquiring the Class R Certificate for,
on behalf of or with any assets of any such Plan.

Prospective Plan investors should consult with their legal advisors concerning the impact
of ERISA and the Code, the applicability of the Exemption and PTE (described in the
prospectus), and the potential consequences in their specific circumstances, prior to making an
investment in the Offered Certificates. Moreover, each Plan fiduciary should determine whether
under the general fiduciary standards of ERISA, an investment in the Offered Certificates is
appropriate for the Plan, taking into account the overall investment policy of the Plan and the
composition of the Plan’s investment portfolio.

Legal Investment

The Offered Certificates will not constitute “mortgage related securities” under SMMEA.
The appropriate characterization of the Offered Certificates under various legal investment
restrictions, and thus the ability of investors subject to those restrictions to purchase Offered
Certificates, may be subject to significant interpretive uncertainties. All investors whose
investment authority is subject to legal restrictions should consult their own legal advisors to
determine whether, and to what extent, the Offered Certificates will constitute legal investments
for them.

No representations are made as to the proper characterization of the Offered Certificates
for legal investment or financial institution regulatory purposes, or other purposes, or as to the
ability of particular investors to purchase the Offered Certificates under applicable legal
investment restrictions. The uncertainties described above (and any unfavorable future
determinations concerning legal investment or financial institution regulatory characteristics of
the Offered Certificates) may adversely affect the liquidity of the Offered Certificates. See
“Legal Investment™ in the prospectus.

Use of Proceeds

Substantially all of the net proceeds to be received from the sale of the Offered
Certificates will be applied by the Depositor to the purchase price of the Mortgage Loans.

Method of Distribution

Subject to the terms and conditions of the underwriting agreement dated February 28,
2003 and the terms agreement dated August 26, 2005, each between the Depositor and Merrill
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Lynch, as underwriter, the Offered Certificates are being purchased from the Depositor by
Merrill Lynch.

The Depositor has been advised that the underwriter proposes initially to offer the
Offered Certificates set forth below to the public at the offering prices set forth below. The
Depositor has been advised that the underwriter proposes initially to offer the Offered
Certificates set forth below to certain dealers at such offering prices less a selling concession not
to exceed the percentage of the certificate denomination set forth below, and that the underwriter
may allow and such dealers may reallow a reallowance discount not to exceed the percentage of
the certificate denomination set forth below:

Price to Underwriting Selling Reallowance
Class of Certificates Public Discount Reallowance Discount
A-TA e, 100.000000% 0.125000% 0.075000% 0.037500%
A-1B. i, 100.000000% 0.125000% 0.075000% 0.037500%
A2A i, 100.000000% 0.156250% 0.093750% 0.046875%
A-2B.ooiiiieee, 100.000000% 0.156250% 0.093750% 0.046875%
A-2C. i, 99.934270% 0.187500% 0.112500% 0.056250%
A2D i, 100.000000% 0.312500% 0.187500% 0.093750%
M-, 99.872770% 0.406250% 0.243750% 0.121875%
M2 100.000000% 0.437500% 0.262500% 0.131250%
M-3 e 99.918060% 0.562500% 0.337500% 0.168750%
M-, 99.918340% 0.687500% 0.412500% 0.206250%
M-S 100.000000% 0.968750% 0.581250% 0.290625%
M6, 99.80005% 1.031250% 0.618750% 0.309375%
B-1 oo 99.80307% 1.125000% 0.675000% 0.337500%
B2 e, 85.852740% 1.375000% 0.825000% 0.412500%
B-3 e, 80.463570% 1.562500% 0.937500% 0.468750%

After the initial public offering, the public offering price, selling concessions and
reallowance discounts may be changed.

The Depositor has been advised by the underwriter that it intends to make a market in the
Offered Certificates, but the underwriter has no obligation to do so. There can be no assurance
that a secondary market for the Offered Certificates, or any particular class of Offered
Certificates, will develop or, if it does develop, that it will continue or that such market will
provide sufficient liquidity to certificateholders.

Until the distribution of the Offered Certificates is completed, rules of the Securities and
Exchange Commission may limit the ability of the underwriter and some selling group members
to bid for and purchase the Offered Certificates. As an exception to these rules, the underwriter
is permitted to engage in transactions that stabilize the price of the Offered Certificates. These
transactions consist of bids or purchases for the purpose of pegging, fixing or maintaining the
price of the Offered Certificates.

In general, purchases of a security for the purpose of stabilization or to reduce a short
position could cause the price of the security to be higher than it might be in the absence of such
purchases.
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Neither the Depositor nor the underwriter makes any representation or prediction as to
the direction or magnitude of any effect that the transactions described above may have on the
prices of the Offered Certificates. In addition, neither the Depositor nor the underwriter makes
any representation that the underwriter will engage in such transactions or that such transactions,
once commenced, will not be discontinued without notice.

The Depositor has agreed to indemnify the underwriter against, or make contributions to
the underwriter with respect to, certain liabilities, including liabilities under the Securities Act of
1933, as amended.

The underwriter has agreed to reimburse the Depositor for certain expenses incurred in
connection with the issuance of the certificates.

Merrill Lynch is an affiliate of the Depositor and the Seller.
Legal Matters

Certain legal matters will be passed upon for the Depositor and for the underwriter by
Dechert LLP, New York, New York.

Ratings

It is a condition of the issuance of the Offered Certificates that they be assigned the
ratings designated below by Moody’s and S&P.
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Class of Certificates Moody’s S&P

A-TA o, Aaa AAA
A-1B Aaa AAA
A2A e Aaa AAA
A-2B..iiie Aaa AAA
A-2C Aaa AAA
A-2D Aaa AAA
M-T e, N/A AA+
M-2. e, N/A AA
M-3 N/A AA-
M-4 N/A A+
M-5 N/A A
M-6 N/A A-
B-looiiieeeie, N/A BBB+
B-2oooeeee N/A BBB
B-3oee, N/A BBB-
R, N/A AAA

The security ratings assigned to the Offered Certificates should be evaluated
independently from similar ratings on other types of securities. A security rating is not a
recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at
any time by the Rating Agencies. The ratings on the Offered Certificates do not, however,
constitute statements regarding the likelihood or frequency of prepayments on the Mortgage
Loans, the payment of the Floating Rate Certificate Carryover or the anticipated yields in light of
prepayments.

The ratings of Moody’s on mortgage pass-through certificates address the likelihood of
the receipt by certificateholders of all distributions to which such certificateholders are entitled.
Moody’s ratings opinions address the structural and legal issues associated with the Offered
Certificates, including the nature of the underlying Mortgage Loans. Moody’s ratings on pass-
through certificates do not represent any assessment of the likelihood that principal prepayments
may differ from those originally anticipated nor do they address the possibility that, as a result of
principal prepayments, certificateholders may receive a lower than anticipated yield.

S&P’s ratings on mortgage pass-through certificates address the likelihood of receipt by
certificateholders of payments required under the operative agreements. S&P’s ratings take into
consideration the credit quality of the mortgage pool including any credit support providers,
structural and legal aspects associated with the certificates, and the extent to which the payment
stream of the mortgage pool is adequate to make payments required under the certificates. S&P’s
ratings on mortgage pass-through certificates do not, however, constitute a statement regarding
the frequency of prepayments on the mortgage loans or address the likelihood of receipt of
Floating Rate Certificate Carryover. S&P’s ratings do not address the possibility that investors
may suffer a lower than anticipated yield. S&P’s ratings do not address the likelihood that any
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payments will be made to the Offered Certificates (other than the Class R Certificate) under the
Cap Contract.

The Depositor has not requested a rating of the Offered Certificates by any rating agency
other than Moody’s and S&P. However, there can be no assurance as to whether any other
rating agency will rate the Offered Certificates or, if it does, what ratings would be assigned by
such other rating agency. The ratings assigned by any such other rating agency to the Offered
Certificates could be lower than the respective ratings assigned by the Rating Agencies.
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Glossary of Defined Terms

2/28 LIBOR Loans means Mortgage Loans which bear interest at a fixed rate
for a period of approximately two years after origination
and thereafter have semi-annual interest rate and payment
adjustments in substantially the same manner as Six-Month
LIBOR Loans.

3/27 LIBOR Loans means Mortgage Loans which bear interest at a fixed rate
for a period of approximately three years after origination
and thereafter have semi-annual interest rate and payment
adjustments in substantially the same manner as Six-Month
LIBOR Loans.

5/25 LIBOR Loans means Mortgage Loans which bear interest at a fixed rate
for a period of approximately five years after origination
and thereafter have semi-annual interest rate and payment
adjustments in substantially the same manner as Six-Month

LIBOR Loans.

Accounts means one or more accounts maintained by the Trustee or
the Servicer pursuant to the Pooling and Servicing
Agreement.

Accrual Period means, with respect to the Offered Certificates and a

Distribution Date, the period from and including the
preceding Distribution Date (or from the Closing Date in
the case of the first Distribution Date) to and including the
day prior to such Distribution Date.

Adjustable Rate Mortgage Loan  means a Mortgage Loan in the Trust Fund with an
adjustable interest rate.

Adjustment Date means, with respect to an Adjustable Rate Mortgage Loan,
generally the first day of the month or months specified in
the related mortgage note.

Advance means, with respect to a Servicer Remittance Date, an
advance of the Servicer’s own funds, or funds in the related
Collection Account that are not required to be distributed
on the related Distribution Date, in an amount generally
equal to the aggregate of payments of principal and interest
on the Mortgage Loans (adjusted to the applicable Net
Mortgage Rate) that were due on the related Due Date and
delinquent on the related Servicer Remittance Date (other
than the principal portion of any Balloon Amount), together
with an amount equivalent to interest (adjusted to the Net
Mortgage Rate) deemed due on each Mortgage Loan as to
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Applied Realized Loss Amount

Auction Termination Date

Available Funds Cap

Balloon Amount

Balloon Loan

Book-Entry Certificates

Business Day

Cap Contract

Cap Contract Account
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which there is REO Property, such latter amount to be
calculated after taking into account any rental income.

means, with respect to any class of Subordinated
Certificates and as to any Distribution Date, the sum of the
Realized Losses with respect to Mortgage Loans that have
been applied in reduction of the Certificate Principal
Balance of such class.

means the first Distribution Date on which the aggregate
Stated Principal Balance of the Mortgage Loans and REO
Properties is less than or equal to 10% of the aggregate
Stated Principal Balance of the Mortgage Loans as of the
Cut-off Date.

means, with respect to any Distribution Date, the per
annum rate equal to 12 times the quotient of (x) the total
scheduled interest on the Mortgage Loans based on the Net
Mortgage Rates in effect on the related Due Date, divided
by (y) the aggregate principal balance of the Offered
Certificates immediately prior to such Distribution Date
multiplied by 30 and divided by the actual number of days
in the related Accrual Period.

means the balloon payment of the remaining outstanding
principal balance of a mortgage loan.

means a mortgage loan having an original term to stated
maturity of approximately 15 years and providing for level
monthly payments generally based on a 30 year
amortization schedule with a payment of a Balloon Amount
due on such mortgage loan at its stated maturity.

means the Offered Certificates other than any Definitive
Certificates.

means any day other than (i) a Saturday or Sunday or (ii) a
day on which banking institutions in the State of California,
State of Maryland, State of Minnesota, State of Oregon or
the City of New York, New York are authorized or
obligated by law or executive order to be closed.

means an amended confirmation and agreement between
the Trustee and the Cap Contract Counterparty.

means the separate account into which payments received
on the Cap Contract will be deposited.
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Cap Contract Counterparty

Cap Contract Notional Balance

Cap Contract Termination Date

Certificate Account

Certificate Owners

Certificate Principal Balance

Class A Certificates

Class A Principal Distribution
Amount
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means Bear Stearns Financial Products Inc. with whom the
Trustee entered into the Cap Contract.

means the notional balance of the Cap Contract set forth in
the table beginning on page S-68.

means the Distribution Date in March 2012.

means the one or more accounts established by the Trustee,
for the benefit of the certificateholders, into which the
Trustee is required to deposit or cause to be deposited
certain payments received from the Servicer as described
herein.

means persons acquiring beneficial ownership interests in
the Offered Certificates.

means, with respect to any class of Offered Certificate and
as of any Distribution Date, the outstanding principal
balance of such class on the date of the initial issuance of
the certificates as reduced, but not below zero, by (i) all
amounts distributed on previous Distribution Dates on such
class on account of principal; and (ii) such class’s share of
any Applied Realized Loss Amounts for previous
Distribution Dates. Notwithstanding the foregoing, on any
Distribution Date relating to a Due Period in which a
Subsequent Recovery has been received by the Servicer,
the Certificate Principal Balance of any class of
Subordinate Certificates then outstanding for which any
Applied Realized Loss Amount has been allocated will be
increased, in order of seniority, by an amount equal to the
lesser of (I) the Unpaid Realized Loss Amount for such
class of certificates and (II) the total of any Subsequent
Recovery distributed on such date to the certificateholders
(reduced by the amount of the increase in the Certificate
Principal Balance of any more senior class of certificates
pursuant to this sentence on such Distribution Date).

means the Class A-1A, Class A-1B, Class A-2A, Class A-
2B, Class A-2C, Class A-2D and Class R Certificates.

means (1) with respect to any Distribution Date prior to the
related Stepdown Date or as to which a Stepdown Trigger
Event exists, 100% of the Principal Distribution Amount
for such Distribution Date and (2) with respect to any
Distribution Date on or after the Stepdown Date and as to
which a Stepdown Trigger Event does not exist, the excess
of (A) the Certificate Principal Balance of the Class A
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Class A-1 Certificates

Class A-1 Trigger Event

Class A-2 Certificates

Class B Certificates
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Certificates immediately prior to such Distribution Date
over (B) the lesser of (1) approximately 62.30%o0f the
aggregate Stated Principal Balance of the Mortgage Loans
as of the end of the immediately preceding Due Period and
(2) the excess of the aggregate Stated Principal Balance of
the Mortgage Loans as of the end of the immediately
preceding Due Period over approximately $4,509,535;
provided, however, that in no event will the Class A
Principal Distribution Amount with respect to any
Distribution Date exceed the aggregate Certificate Principal
Balance of the Class A Certificates.

means the Class A-1A and Class A-1B Certificates

means, the situation that exists with respect to any
Distribution Date (a) during the period from the Closing
Date through the Distribution Date in August 2008, if the
aggregate amount of Realized Losses incurred from the
Cut-off Date through the last day of the related Due Period
(after giving effect to scheduled payments received or
advanced on or before the related Determination Date and
Principal Prepayments received during the related
Prepayment Period) divided by the sum of the aggregate
Stated Principal Balance of the Mortgage Loans as of the
Cut-off Date exceeds 2.25%, or (b) on or after September
2008, if a Stepdown Trigger Event is in effect.

means the Class A-2A, Class A-2B, Class A-2C and Class
A-2D Certificates

means the Class B-1, Class B-2 and Class B-3 Certificates.
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Class B-1 Principal Distribution
Amount
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means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the aggregate Certificate Principal Balance of the Class A
and Class M Certificates has been reduced to zero and a
Stepdown Trigger Event exists, or, as long as a Stepdown
Trigger Event does not exist, the excess of (1) the sum of
(A) the Certificate Principal Balance of the Class A
Certificates (after taking into account distributions of the
Class A Principal Distribution Amount for such
Distribution Date), (B) the Certificate Principal Balance of
the Class M-1 Certificates (after taking into account
distributions of the Class M-1 Principal Distribution
Amount to the Class M-1 Certificates for such Distribution
Date), (C) the Certificate Principal Balance of the Class M-
2 Certificates (after taking into account distributions of the
Class M-2 Principal Distribution Amount to the Class M-2
Certificates for such Distribution Date), (D) the Certificate
Principal Balance of the Class M-3 Certificates (after taking
into account distributions of the Class M-3 Principal
Distribution Amount to the Class M-3 Certificates for such
Distribution Date) (E) the Certificate Principal Balance of
the Class M-4 Certificates (after taking into account
distributions of the Class M-4 Principal Distribution
Amount to the Class M-4 Certificates for such Distribution
Date), (F) the Certificate Principal Balance of the Class M-
5 Certificates (after taking into account distributions of the
Class M-5 Principal Distribution Amount to the Class M-5
Certificates for such Distribution Date), (G) the Certificate
Principal Balance of the Class M-6 Certificates (after taking
into account distributions of the Class M-6 Principal
Distribution Amount to the Class M-6 Certificates for such
Distribution Date) and (H) the Certificate Principal Balance
of the Class B-1 Certificates immediately prior to such
Distribution Date over (2) the lesser of (A) approximately
95.00% of the aggregate Stated Principal Balance of the
Mortgage Loans as of the end of the immediately preceding
Due Period and (B) the excess of the aggregate Stated
Principal Balance of the Mortgage Loans as of the end of
the immediately preceding Due Period over approximately
$4,509,535. Notwithstanding the above, (1) on any
Distribution Date prior to the Stepdown Date on which the
aggregate Certificate Principal Balance of the Class A and
Class M Certificates has been reduced to zero, the Class B-
1 Principal Distribution Amount will equal the lesser of (A)
the outstanding Certificate Principal Balance of the Class
B-1 Certificates and (B) 100% of the Principal Distribution
Amount remaining after any distributions on the Class A
and Class M Certificates and (2) in no event will the Class
B-1 Principal Dysfrbution Amount with respect to any
Distribution Date exceed the Certificate Principal Balance
of the Class B-1 Certificates.



Class B-2 Principal Distribution
Amount
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means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the aggregate Certificate Principal Balance of the Class
A, Class M and Class B-1 Certificates has been reduced to
zero and a Stepdown Trigger Event exists, or, as long as a
Stepdown Trigger Event does not exist, the excess of (1)
the sum of (A) the Certificate Principal Balance of the
Class A Certificates (after taking into account distributions
of the Class A Principal Distribution Amount for such
Distribution Date), (B) the Certificate Principal Balance of
the Class M-1 Certificates (after taking into account
distributions of the Class M-1 Principal Distribution
Amount to the Class M-1 Certificates for such Distribution
Date), (C) the Certificate Principal Balance of the Class M-
2 Certificates (after taking into account distributions of the
Class M-2 Principal Distribution Amount to the Class M-2
Certificates for such Distribution Date), (D) the Certificate
Principal Balance of the Class M-3 Certificates (after taking
into account distributions of the Class M-3 Principal
Distribution Amount to the Class M-3 Certificates for such
Distribution Date), (E) the Certificate Principal Balance of
the Class M-4 Certificates (after taking into account
distributions of the Class M-4 Principal Distribution
Amount to the Class M-4 Certificates for such Distribution
Date), (F) the Certificate Principal Balance of the Class M-
5 Certificates (after taking into account distributions of the
Class M-5 Principal Distribution Amount to the Class M-5
Certificates for such Distribution Date), (G) the Certificate
Principal Balance of the Class M-6 Certificates (after taking
into account distributions of the Class M-6 Principal
Distribution Amount to the Class M-6 Certificates for such
Distribution Date), (H) the Certificate Principal Balance of
the Class B-1 Certificates (after taking into account
distributions of the Class B-1 Principal Distribution
Amount to the Class B-1 Certificates for such Distribution
Date) and (I) the Certificate Principal Balance of the Class
B-2 Certificates immediately prior to such Distribution
Date over (2) the lesser of (A) approximately 96.00% of the
aggregate Stated Principal Balance of the Mortgage Loans
as of the end of the immediately preceding Due Period and
(B) the excess of the aggregate Stated Principal Balance of
the Mortgage Loans as of the end of the immediately
preceding Due Period over approximately $4,509,535.
Notwithstanding the above, (1) on any Distribution Date
prior to the Stepdown Date on which the aggregate
Certificate Principal Balance of the Class A, Class M and
Class B-1 Certificates has been reduced to zero, the Class
B-2 Principal Distribution Amount will equal the lesser of
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Class B-3 Principal Distribution
Amount
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(A) the outstanding Certificate Principal Balance of the
Class B-2 Certificates and (B) 100% of the Principal
Distribution Amount remaining after any distributions on
the Class A, Class M and Class B-1 Certificates and (2) in
no event will the Class B-2 Principal Distribution Amount
with respect to any Distribution Date exceed the Certificate
Principal Balance of the Class B-2 Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the aggregate Certificate Principal Balance of the Class
A, Class M, Class B-1 and Class B-2 Certificates has been
reduced to zero and a Stepdown Trigger Event exists, or, as
long as a Stepdown Trigger Event does not exist, the excess
of (1) the sum of (A) the Certificate Principal Balance of
the Class A Certificates (after taking into account
distributions of the Class A Principal Distribution Amount
for such Distribution Date), (B) the Certificate Principal
Balance of the Class M-1 Certificates (after taking into
account distributions of the Class M-1 Principal
Distribution Amount to the Class M-1 Certificates for such
Distribution Date), (C) the Certificate Principal Balance of
the Class M-2 Certificates (after taking into account
distributions of the Class M-2 Principal Distribution
Amount to the Class M-2 Certificates for such Distribution
Date), (D) the Certificate Principal Balance of the Class M-
3 Certificates (after taking into account distributions of the
Class M-3 Principal Distribution Amount to the Class M-3
Certificates for such Distribution Date), (E) the Certificate
Principal Balance of the Class M-4 Certificates (after taking
into account distributions of the Class M-4 Principal
Distribution Amount to the Class M-4 Certificates for such
Distribution Date), (F) the Certificate Principal Balance of
the Class M-5 Certificates (after taking into account
distributions of the Class M-5 Principal Distribution
Amount to the Class M-5 Certificates for such Distribution
Date), (G) the Certificate Principal Balance of the Class M-
6 Certificates (after taking into account distributions of the
Class M-6 Principal Distribution Amount to the Class M-6
Certificates for such Distribution Date) and (H) the
Certificate Principal Balance of the Class B-1 Certificates
(after taking into account distributions of the Class B-1
Principal Distribution Amount to the Class B-1 Certificates
for such Distribution Date), (I) the Certificate Principal
Balance of the Class B-2 Certificates (after taking into
account distributions of the Class B-2 Principal Distribution
Amount to the Class B-2 Certificates for such Distribution
Date) and (J) the Certificate Principal Balance of the Class
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Class M Certificates

Class M-1 Principal Distribution
Amount
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B-3 Certificates immediately prior to such Distribution
Date over (2) the lesser of (A) approximately 99.00% of the
aggregate Stated Principal Balance of the Mortgage Loans
as of the end of the immediately preceding Due Period and
(B) the excess of the aggregate Stated Principal Balance of
the Mortgage Loans as of the end of the immediately
preceding Due Period over approximately $4,509,535.
Notwithstanding the above, (1) on any Distribution Date
prior to the Stepdown Date on which the aggregate
Certificate Principal Balance of the Class A, Class M, Class
B-1 and Class B-2 Certificates has been reduced to zero,
the Class B-3 Principal Distribution Amount will equal the
lesser of (A) the outstanding Certificate Principal Balance
of the Class B-3 Certificates and (B) 100% of the Principal
Distribution Amount remaining after any distributions on
the Class A, Class M, Class B-1 and Class B-2 Certificates
and (2) in no event will the Class B-3 Principal Distribution
Amount with respect to any Distribution Date exceed the
Certificate Principal Balance of the Class B-3 Certificates.

means the Class M-1, Class M-2, Class M-3, Class M-4,
Class M-5 and Class M-6 Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the aggregate Certificate Principal Balance of the Class A
Certificates has been reduced to zero and a Stepdown
Trigger Event exists, or, as long as a Stepdown Trigger
Event does not exist, the excess of (1) the sum of (A) the
aggregate Certificate Principal Balance of the Class A
Certificates (after taking into account distributions of the
Class A Principal Distribution Amount for such
Distribution Date) and (B) the Certificate Principal Balance
of the Class M-1 Certificates immediately prior to such
Distribution Date over (2) the lesser of (A) approximately
76.90% of the aggregate Stated Principal Balance of the
Mortgage Loans as of the end of the immediately preceding
Due Period and (B) the excess of the aggregate Stated
Principal Balance of the Mortgage Loans as of the end of
the immediately preceding Due Period over approximately
$4,509,535. Notwithstanding the above, (1) on any
Distribution Date prior to the Stepdown Date on which the
aggregate Certificate Principal Balance of the Class A
Certificates has been reduced to zero, the Class M-1
Principal Distribution Amount will equal the lesser of (A)
the outstanding Certificate Principal Balance of the Class
M-1 Certificates and (B) 100% of the Principal Distribution
Amount remaining after any distributions on the Class A
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Certificates and (2) in no event will the Class M-1 Principal
Distribution Amount with respect to any Distribution Date
exceed the Certificate Principal Balance of the Class M-1
Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the Certificate Principal Balance of each class of Class A
and Class M-1 Certificates has been reduced to zero and a
Stepdown Trigger Event exists, or, as long as a Stepdown
Trigger Event does not exist, the excess of (1) the sum of
(A) the aggregate Certificate Principal Balance of the Class
A Certificates (after taking into account distributions of the
Class A Principal Distribution Amount for such
Distribution Date), (B) the Certificate Principal Balance of
the Class M-1 Certificates (after taking into account
distributions of the Class M-1 Principal Distribution
Amount to the Class M-1 Certificates for such Distribution
Date) and (C) the Certificate Principal Balance of the Class
M-2 Certificates immediately prior to such Distribution
Date over (2) the lesser of (A) approximately 83.70% of the
aggregate Stated Principal Balance of the Mortgage Loans
as of the end of the immediately preceding Due Period and
(B) the excess of the aggregate Stated Principal Balance of
the Mortgage Loans as of the end of the immediately
preceding Due Period over approximately $4,509,535.
Notwithstanding the above, (1) on any Distribution Date
prior to the Stepdown Date on which the aggregate
Certificate Principal Balance of the Class A Certificates and
the Class M-1 Certificates has been reduced to zero, the
Class M-2 Principal Distribution Amount will equal the
lesser of (A) the outstanding Certificate Principal Balance
of the Class M-2 Certificates and (B) 100% of the Principal
Distribution Amount remaining after any distributions on
the Class A and Class M-1 Certificates and (2) in no event
will the Class M-2 Principal Distribution Amount with
respect to any Distribution Date exceed the Certificate
Principal Balance of the Class M-2 Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the Certificate Principal Balance of each class of Class A,
Class M-1 and Class M-2 Certificates has been reduced to
zero and a Stepdown Trigger Event exists, or, as long as a
Stepdown Trigger Event does not exist, the excess of (1)
the sum of (A) the aggregate Certificate Principal Balance
of the Class A Certificates (after taking into account
distributions of the Class A Principal Distribution Amount
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Class M-4 Principal Distribution
Amount
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for such Distribution Date), (B) the Certificate Principal
Balance of the Class M-1 Certificates (after taking into
account distributions of the Class M-1 Principal
Distribution Amount to the Class M-1 Certificates for such
Distribution Date), (C) the Certificate Principal Balance of
the Class M-2 Certificates (after taking into account
distributions of the Class M-2 Principal Distribution
Amount to the Class M-2 Certificates for such Distribution
Date) and (D) the Certificate Principal Balance of the Class
M-3 Certificates immediately prior to such Distribution
Date over (2) the lesser of (A) approximately 85.50% of the
aggregate Stated Principal Balance of the Mortgage Loans
as of the end of the immediately preceding Due Period, and
(B) the excess of the aggregate Stated Principal Balance of
the Mortgage Loans as of the end of the immediately
preceding Due Period over approximately $4,509,535.
Notwithstanding the above, (1) on any Distribution Date
prior to the Stepdown Date on which the aggregate
Certificate Principal Balance of the Class A, Class M-1 and
Class M-2 Certificates has been reduced to zero, the Class
M-3 Principal Distribution Amount will equal the lesser of
(A) the outstanding Certificate Principal Balance of the
Class M-3 Certificates and (B) 100% of the Principal
Distribution Amount remaining after any distributions on
the Class A, Class M-1 and Class M-2 Certificates and (2)
in no event will the Class M-3 Principal Distribution
Amount with respect to any Distribution Date exceed the
Certificate Principal Balance of the Class M-3 Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the Certificate Principal Balance of each class of Class A,
Class M-1, Class M-2 and Class M-3 Certificates has been
reduced to zero and a Stepdown Trigger Event exists, or, as
long as a Stepdown Trigger Event does not exist, the excess
of (1) the sum of (A) the aggregate Certificate Principal
Balance of the Class A Certificates (after taking into
account distributions of the Class A Principal Distribution
Amount for such Distribution Date), (B) the Certificate
Principal Balance of the Class M-1 Certificates (after taking
into account distributions of the Class M-1 Principal
Distribution Amount to the Class M-1 Certificates for such
Distribution Date), (C) the Certificate Principal Balance of
the Class M-2 Certificates (after taking into account
distributions of the Class M-2 Principal Distribution
Amount to the Class M-2 Certificates for such Distribution
Date), (D) the Certificate Principal Balance of the Class M-
3 Certificates (after taking into account distributions of the
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Class M-3 Principal Distribution Amount to the Class M-3
Certificates for such Distribution Date) and (E) the
Certificate Principal Balance of the Class M-4 Certificates
immediately prior to such Distribution Date over (2) the
lesser of (A) approximately 89.20% of the aggregate Stated
Principal Balance of the Mortgage Loans as of the end of
the immediately preceding Due Period, and (B) the excess
of the aggregate Stated Principal Balance of the Mortgage
Loans as of the end of the immediately preceding Due
Period over approximately $4,509,535. Notwithstanding
the above, (1) on any Distribution Date prior to the
Stepdown Date on which the aggregate Certificate Principal
Balance of the Class A, Class M-1, Class M-2 and Class M-
3 Certificates has been reduced to zero, the Class M-4
Principal Distribution Amount will equal the lesser of (A)
the outstanding Certificate Principal Balance of the Class
M-4 Certificates and (B) 100% of the Principal Distribution
Amount remaining after any distributions on the Class A,
Class M-1, Class M-2 and Class M-3 Certificates and (2) in
no event will the Class M-4 Principal Distribution Amount
with respect to any Distribution Date exceed the Certificate
Principal Balance of the Class M-4 Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the Certificate Principal Balance of each class of Class A,
Class M-1, Class M-2, Class M-3 and Class M-4
Certificates has been reduced to zero and a Stepdown
Trigger Event exists, or, as long as a Stepdown Trigger
Event does not exist, the excess of (1) the sum of (A) the
aggregate Certificate Principal Balance of the Class A
Certificates (after taking into account distributions of the
Class A Principal Distribution Amount for such
Distribution Date), (B) the Certificate Principal Balance of
the Class M-1 Certificates (after taking into account
distributions of the Class M-1 Principal Distribution
Amount to the Class M-1 Certificates for such Distribution
Date), (C) the Certificate Principal Balance of the Class M-
2 Certificates (after taking into account distributions of the
Class M-2 Principal Distribution Amount to the Class M-2
Certificates for such Distribution Date), (D) the Certificate
Principal Balance of the Class M-3 Certificates (after taking
into account distributions of the Class M-3 Principal
Distribution Amount to the Class M-3 Certificates for such
Distribution Date), (E) the Certificate Principal Balance of
the Class M-4 Certificates (after taking into account
distributions of the Class M-4 Principal Distribution
Amount to the Class M-4 Certificates for such Distribution
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Date and (F) the Certificate Principal Balance of the Class
M-5 Certificates immediately prior to such Distribution
Date over (2) the lesser of (A) approximately 91.60% of the
aggregate Stated Principal Balance of the Mortgage Loans
as of the end of the immediately preceding Due Period, and
(B) the excess of the aggregate Stated Principal Balance of
the Mortgage Loans as of the end of the immediately
preceding Due Period over approximately $4,509,535.
Notwithstanding the above, (1) on any Distribution Date
prior to the Stepdown Date on which the aggregate
Certificate Principal Balance of the Class A, Class M-1,
Class M-2, Class M-3 and Class M-4 Certificates has been
reduced to zero, the Class M-5 Principal Distribution
Amount will equal the lesser of (A) the outstanding
Certificate Principal Balance of the Class M-5 Certificates
and (B) 100% of the Principal Distribution Amount
remaining after any distributions on the Class A, Class M-
1, Class M-2, Class M-3 and Class M-4 Certificates and (2)
in no event will the Class M-5 Principal Distribution
Amount with respect to any Distribution Date exceed the
Certificate Principal Balance of the Class M-5 Certificates.

means, with respect to any Distribution Date on or after the
Stepdown Date, 100% of the Principal Distribution Amount
if the Certificate Principal Balance of each class of Class A,
Class M-1, Class M-2, Class M-3, Class M-4 and Class M-
5 Certificates has been reduced to zero and a Stepdown
Trigger Event exists, or, as long as a Stepdown Trigger
Event does not exist, the excess of (1) the sum of (A) the
aggregate Certificate Principal Balance of the Class A
Certificates (after taking into account distributions of the
Class A Principal Distribution Amount for such
Distribution Date), (B) the Certificate Principal Balance of
the Class M-1 Certificates (after taking into account
distributions of the Class M-1 Principal Distribution
Amount to the Class M-1 Certificates for such Distribution
Date), (C) the Certificate Principal Balance of the Class M-
2 Certificates (after taking into account distributions of the
Class M-2 Principal Distribution Amount to the Class M-2
Certificates for such Distribution Date), (D) the Certificate
Principal Balance of the Class M-3 Certificates (after taking
into account distributions of the Class M-3 Principal
Distribution Amount to the Class M-3 Certificates for such
Distribution Date), (E) the Certificate Principal Balance of
the Class M-4 Certificates (after taking into account
distributions of the Class M-4 Principal Distribution
Amount to the Class M-4 Certificates for such Distribution
Date, (F) the Certificate Principal Balance of the Class M-5
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Certificates (after taking into account distributions of the
Class M-5 Principal Distribution Amount to the Class M-5
Certificates for such Distribution Date and (G) the
Certificate Principal Balance of the Class M-6 Certificates
immediately prior to such Distribution Date over (2) the
lesser of (A) approximately 93.10% of the aggregate Stated
Principal Balance of the Mortgage Loans as of the end of
the immediately preceding Due Period, and (B) the excess
of the aggregate Stated Principal Balance of the Mortgage
Loans as of the end of the immediately preceding Due
Period over approximately $4,509,535. Notwithstanding
the above, (1) on any Distribution Date prior to the
Stepdown Date on which the aggregate Certificate Principal
Balance of the Class A, Class M-1, Class M-2, Class M-3,
Class M-4 and Class M-5 Certificates has been reduced to
zero, the Class M-6 Principal Distribution Amount will
equal the lesser of (A) the outstanding Certificate Principal
Balance of the Class M-6 Certificates and (B) 100% of the
Principal Distribution Amount remaining after any
distributions on the Class A, Class M-1, Class M-2, Class
M-3, Class M-4 and Class M-5 Certificates and (2) in no
event will the Class M-6 Principal Distribution Amount
with respect to any Distribution Date exceed the Certificate
Principal Balance of the Class M-6 Certificates.

means Clearstream Banking, societe anonyme.
means on or about August 31, 2005.
means the Internal Revenue Code of 1986, as amended.

means, with respect to a Mortgage Loan the proceeds of
which were used to purchase the related mortgaged
property, the lesser of (x) the appraised value of such
mortgaged property based on an appraisal made for the
originator by an independent fee appraiser at the time of the
origination of the related Mortgage Loan and (y) the sales
price of such mortgaged property at such time of
origination and means, with respect to a Mortgage Loan the
proceeds of which were used to refinance an existing
Mortgage Loan, the appraised value of the mortgaged
property based upon the appraisal obtained at the time of
refinancing.

means the one or more accounts established by the
Servicer, for the benefit of the certificateholders, into which
the Servicer is required to deposit or cause to be deposited
certain payments described in the Pooling and Servicing
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Agreement.

means, for any Mortgage Loan in a second lien position, (1)
the sum of (A) the original principal balance of such
Mortgage Loan and (B) any outstanding principal balance
of the mortgage loan the lien on which is senior to the lien
on the Mortgage Loan (such sum calculated at the date of
origination of such Mortgage Loan in a second lien
position) divided by (2) the Collateral Value of the related
mortgaged property.

means, for any Distribution Date, the amount of the
Servicing Fee otherwise payable to the Servicer for the
related month, which the Servicer is obligated to deposit
into the Collection Account for distribution to
certificateholders on that Distribution Date, in an amount
up to the amount of any shortfall in interest payments
resulting from prepayments in full received during the
period from and including the 15™ day of the month
preceding the Distribution Date through and including the
last day of the month preceding the Distribution Date with
respect to Mortgage Loans serviced by the Servicer;
provided that any such deposit in reduction of the Servicing
Fee otherwise payable to the Servicer with respect to that
Distribution Date will be limited to the product of (1) one-
twelfth of 0.25% per annum and (2) the aggregate Stated
Principal Balance of the Mortgage Loans on the related
Distribution Date.

means Euroclear Clearance Systems S.C., a Belgian
cooperative corporation.

means a Mortgage Loan secured by the stock allocated to a
cooperative unit in a residential cooperative housing
corporation.

means statistical credit scores obtained by many mortgage
lenders in connection with the loan application.

means, with respect to each class of the Offered Certificates
and each Distribution Date, the interest accrued at the
applicable Pass-Through Rate for the applicable Accrual
Period on the Certificate Principal Balance of such class as
of such Distribution Date plus any amount previously
distributed with respect to Current Interest or Interest Carry
Forward Amounts for such class that is recovered as a
voidable preference by a trustee in bankruptcy less any
Prepayment Interest Shortfalls allocated to such class on
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such Distribution Date.
means August 1, 2005.

means a physical certificate representing an Offered
Certificate.

means Merrill Lynch Mortgage Investors, Inc.

means a transaction in which the assets underlying the
certificates consist of single-family residential, multi-family
residential, home equity, manufactured housing and/or
commercial mortgage obligations that are secured by
single-family residential, multi-family residential,
commercial real property or leasehold interests therein.

means, with respect to a Distribution Date, the 15th day of
the month of such Distribution Date (or, if not a Business
Day, the immediately preceding Business Day).

means the 25th day of each month beginning in September
2005, or if such day is not a Business Day, the first
Business Day thereafter.

means The Depository Trust Company.

means a scheduled monthly payment date for any Mortgage
Loan.

means, with respect to any Distribution Date, the period
beginning on the second day of the calendar month
preceding the calendar month in which such Distribution
Date occurs and ending on the first day in the month in
which such Distribution Date occurs.

means the Employee Retirement Income Security Act of
1974, as amended.

means the Euroclear System.

means Euroclear Bank S.A./N.V., a bank incorporated
under the laws of the Kingdom of Belgium.

means Citibank, N.A., as depositary for Clearstream
Luxembourg and JPMorgan Chase Bank, as depositary for
Euroclear, collectively.

means PTE 90-29 (Exemption Application No. D-8012, 55
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Fed. Reg. 21459 (1990)), as amended, granted by the U.S.
Department of Labor to Merrill Lynch and its affiliates, or
any substantially similar administrative exemption granted
by the U.S. Department of Labor to an underwriter as
amended.

means, with respect to any Distribution Date, (1) prior to
the Stepdown Date, the excess of (A) the sum of (x) the
aggregate Certificate Principal Balance of the Offered
Certificates and (y) approximately $4,509,535 over (B) the
aggregate Stated Principal Balance of the Mortgage Loans
as of such Distribution Date and (2) on and after the
Stepdown Date, (A) the sum of (x) the aggregate Certificate
Principal Balance of the Offered Certificates and (y) the
greater of (a) 1.00% of the aggregate Stated Principal
Balance of the Mortgage Loans as of the end of the
immediately preceding Due Period and (b) 4,509,535 less
(B) the aggregate Stated Principal Balance of the Mortgage
Loans; provided, however, that if on any Distribution Date
a Stepdown Trigger Event is in effect, the Extra Principal
Distribution Amount will not be reduced to the applicable
percentage of then-current Stated Principal Balance of the
Mortgage Loans (and will remain fixed at the applicable
percentage of the Stated Principal Balance of the Mortgage
Loans as of the Due Date immediately prior to the
Stepdown Trigger Event until the next Distribution Date on
which the Stepdown Trigger Event is not in effect.

means the Federal National Mortgage Association or any
SUCCESSOr.

means a bank, brokerage firm, thrift institution or other
financial intermediary.

means Fitch, Inc. or any successor.

means a Mortgage Loan in the Trust Fund with a fixed
interest rate.

means, with respect to a Distribution Date, in the event that
the Pass-Through Rate for a class of Offered Certificates is
based upon the Available Funds Cap, the excess of (1) the
amount of interest that such class would have been entitled
to receive on such Distribution Date had the Pass-Through
Rate for that class not been calculated based on the
Available Funds Cap, up to but not exceeding the greater of
(a) the Maximum Rate Cap or (b) the sum of (i) the
Available Funds Cap and (ii) the product of (A) a fraction,
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the numerator of which is 360 and the denominator of
which is the actual number of days in the related Accrual
Period and (B) the quotient obtained by dividing (I) an
amount equal to the proceeds, if any, payable under the
related Cap Contract with respect to such Distribution Date
by (II) the aggregate Certificate Principal Balance of each
of the Classes of Certificates to which such Cap Contract
relates for such Distribution Date over (2) the amount of
interest such class was entitled to receive on such
Distribution Date based on the Available Funds Cap
together with (A) the unpaid portion of any such excess
from prior Distribution Dates (and interest accrued thereon
at the then applicable Pass-Through Rate for such class,
without giving effect to the Available Funds Cap) and (B)
any amount previously distributed with respect to Floating
Rate Certificate Carryover for such class that is recovered
as a voidable preference by a trustee in bankruptcy.

means the Federal Home Loan Mortgage Corporation.
means Fremont Investment & Loan.

means the portion of the mortgage pool identified as
“Group One” in this prospectus supplement.

means, as of any Distribution Date, the amount equal to the
lesser of (i) the aggregate Certificate Principal Balance of
the Class A-1 and Class R Certificates and (ii) the Group
One Principal Distribution Percentage of the Class A
Principal Distribution Amount; provided, however, that (A)
with respect to the Distribution Date on which the
Certificate Principal Balance of each of the Class A-2
Certificates is reduced to zero (so long as any of the Class
A-1 or Class R Certificates are outstanding), the Group
Two Principal Distribution Percentage of the Class A
Principal Distribution Amount in excess of the amount
necessary to reduce the Certificate Principal Balance of the
Class A-2 Certificates to zero will be applied to increase the
Group One Principal Distribution Amount and (B) with
respect to any Distribution Date thereafter, the Group One
Principal Distribution Amount shall equal the Class A
Principal Distribution Amount.

means, with respect to any Distribution Date, a fraction
expressed as a percentage, the numerator of which is the
amount of Principal Funds received with respect to
Mortgage Loans in Group One, and the denominator of
which is the amount of Principal Funds received from all of
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the Mortgage Loans in the mortgage pool.

means the portion of the mortgage pool identified as
“Group Two” in this prospectus supplement.

means, as of any Distribution Date, the amount equal to the
lesser of (i) the aggregate Certificate Principal Balance of
the Class A-2 Certificates and (i1) the Group Two Principal
Distribution Percentage of the Class A Principal
Distribution Amount; provided, however, that (A) with
respect to the Distribution Date on which the Certificate
Principal Balance of each of the Class A-1 and Class R
Certificates is reduced to zero (so long as any of the Class
A-2 Certificates are outstanding), the Group One Principal
Distribution Percentage of the Class A Principal
Distribution Amount in excess of the amount necessary to
reduce the Certificate Principal Balance of the Class A-1
and Class R Certificates to zero will be applied to increase
the Group Two Principal Distribution Amount and (B) with
respect to any Distribution Date thereafter, the Group Two
Principal Distribution Amount shall equal the Class A
Principal Distribution Amount.

means, with respect to any Distribution Date, a fraction
expressed as a percentage, the numerator of which is the
amount of Principal Funds received with respect to
Mortgage Loans in Group Two, and the denominator of
which is the amount of Principal Funds received from all of
the Mortgage Loans in the mortgage pool.

means a prepayment model which uses a prepayment
assumption which represents an assumed rate of
prepayment each month relative to the then outstanding
principal balance of a pool of mortgage loans for the life of
such mortgage loans. 20% HEP, which represents 100% of
the prepayment model for the Fixed Rate Mortgage Loans,
assumes prepayment rates of 2.0% per annum of the then
outstanding principal balance of the related Mortgage
Loans in the first month of the life of such Mortgage Loans
and an additional 2.0% per annum in each month thereafter
up to and including the tenth month. Beginning in the
eleventh month and in each month thereafter during the life
of such Mortgage Loans, 20% HEP assumes a constant
prepayment rate of 20% per annum.

means Participants and organizations which have indirect
access to the DTC system, such as banks, brokers, dealers
and trust companies that clear through or maintain a
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custodial relationship with a Participant, either directly or
indirectly.

means, with respect to each class of the Offered Certificates
and each Distribution Date, the sum of (1) the excess of (A)
Current Interest for such class with respect to prior
Distribution Dates (excluding any Floating Rate Certificate
Carryover for such class, if applicable) over (B) the amount
actually distributed to such class with respect to Current
Interest and Interest Carry Forward Amount on such prior
Distribution Dates and (2) interest on such excess (to the
extent permitted by applicable law) at the applicable Pass-
Through Rate for the related Accrual Period.

means each date that is the second LIBOR Business Day
preceding the commencement of each Accrual Period for
the Offered Certificates.

means, with respect to any Distribution Date, the sum,
without duplication, of (1) all scheduled interest due during
the related Due Period that is received before the related
Servicer Remittance Date or advanced on or before the
related Servicer Remittance Date less the Servicing Fee, (2)
all Advances relating to interest, (3) all Compensating
Interest, (4) liquidation proceeds collected during the
related Prepayment Period (to the extent such liquidation
proceeds relate to interest), (5) proceeds of any Mortgage
Loan purchased by the Depositor or any transferor under
the Pooling and Servicing Agreement during the related
Prepayment Period for document defects, breach of a
representation or warranty, realization upon default or
optional termination (to the extent such proceeds relate to
interest) and (6) prepayment charges received with respect
to the related Mortgage Loans, less all non-recoverable
Advances relating to interest and certain expenses
reimbursed to the Trustee and the Servicer.

means a Mortgage Loan that provides for monthly
payments of interest at the Mortgage Rate, but no payments
of principal for the first two to five years after its
origination.

means the Internal Revenue Service.

means, for each class of Offered Certificates, the latest
maturity date for any Mortgage Loan plus one year.

means a day on which banks are open for dealing in foreign
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currency and exchange in London and New York City.

means, for any Mortgage Loan, (1) the original principal
balance of such Mortgage Loan divided by (2) the
Collateral Value of the related mortgaged property.

means the rate which the Mortgage Rate on the related
Adjustable Rate Mortgage Loan will never exceed.

means 12 times the quotient of (x) the aggregate scheduled
interest that would have been due on the Mortgage Loans
during the related Due Period had the Adjustable Rate
Mortgage Loans provided for interest at their maximum
lifetime Net Mortgage Rates and the Fixed Rate Mortgage
Loans provided for interest at their Net Mortgage Rates,
divided by (y) the aggregate stated principal balance of the
Mortgage Loans as of the preceding Distribution Date
multiplied by 30 and divided by the actual number of days
in the related Accrual Period.

means Merrill Lynch, Pierce, Fenner & Smith Incorporated.

means the rate which the Mortgage Rate on the related
Adjustable Rate Mortgage Loan will never be less than.

means the following assumptions:

e the assumed Adjustable Rate Mortgage Loans and the
assumed Fixed Rate Mortgage Loans prepay at the
indicated percentage of the related prepayment model;

e distributions on the Certificates are received, in cash, on
the 25th day of each month, commencing in September
2005, in accordance with the payment priorities defined
in this prospectus supplement;

¢ 1o defaults or delinquencies in, or modifications,
waivers or amendments respecting, the payment by the
mortgagors of principal and interest on the assumed
Mortgage Loans occur;

e Scheduled Payments are assumed to be received on the
related Due Date commencing on September 1, 2005,
and prepayments represent payment in full of individual
assumed Mortgage Loans and are assumed to be
received on the last day of each month, commencing on
August 31, 2005, and include 30 days’ interest thereon;
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e the level of Six-Month LIBOR remains constant at
4.0648%, and the level of One-Month LIBOR remains
constant at 3.6542%;

e the Servicing Fee Rate is 0.50% per annum and the
mortgage insurance fee paid to Radian is 0.77% per
annum;

e 0.0200% was assumed to be a fee payable to the
Trustee;

o the Certificate Principal Balance of the Class R
Certificate is zero;

o the Closing Date for the certificates is August 31, 2005;

e the Mortgage Rate for each assumed Adjustable Rate
Mortgage Loan is adjusted on its next Mortgage Rate
Adjustment Date (and on any subsequent Mortgage
Rate Adjustment Dates, if necessary) to equal the sum
of (a) the assumed level of the Mortgage Index and (b)
the respective Gross Margin (such sum being subject to
the applicable periodic adjustment caps and floors);

e The Trust Fund is not terminated on the Auction
Termination Date and the Servicer does not exercise its
option to terminate the Trust Fund as described in this
prospectus supplement under “The Pooling and
Servicing Agreement—Optional Termination”; and

e the initial overcollateralization amount is $4,514,918,
the targeted overcollateralization amount is $4,509,535
and the minimum required overcollateralization amount
is $4,509,535.

means Moody’s Investors Service, Inc. or any successor.

means, with respect to the Adjustment Date of a Six-Month
LIBOR Loan, the average of the London interbank offered
rates for six-month U.S. dollar deposits in the London
market, as set forth in The Wall Street Journal, or, if such
rate ceases to be published in The Wall Street Journal or
becomes unavailable for any reason, then based upon a new
index selected by the Servicer, as holder of the related
mortgage note, based on comparable information, in each
case as most recently announced as of a date 45 days prior
to such Adjustment Date.
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means Radian.

means the Mortgage Loans included in the Trust Fund as of
the Closing Date.

means the schedule of Mortgage Loans appearing as an
exhibit to the Pooling and Servicing Agreement from time
to time.

means the per annum interest rate borne by a Mortgage
Loan.

means Interest Funds and Principal Funds not otherwise
required to be distributed with respect to principal of and
interest on the Offered Certificates and not otherwise
required to be distributed to the Class P Certificates.

means, with respect to any Mortgage Loan, the Mortgage
Rate with respect to such Mortgage Loan less (1) the
Servicing Fee Rate, and (2) the Radian Premium Rate, if
applicable.

means, with respect to any Distribution Date, a per annum
rate equal to 12 times the quotient obtained by dividing (x)
the total scheduled interest on the Mortgage Loans based on
the Net Mortgage Rates in effect on the related Due Date
by (y) the aggregate Stated Principal Balance of the
Mortgage Loans as of the preceding Distribution Date.

means the Class A-1A, Class A-1B, Class A-2A, Class A-
2B, Class A-2C, Class A-2D, Class M-1, Class M-2, Class
M-3,Class M-4, Class M-5, Class M-6 Class B-1, Class B-
2, Class B-3 and Class R Certificates.

means the London interbank offered rate for one-month
United States dollar deposits.

means, for any Mortgage Loan, (1) the principal balance of
such Mortgage Loan at the date of origination, divided by
(2) the Collateral Value of the related mortgaged property.

means participating organizations that utilize the services of
DTC, including securities brokers and dealers, banks and
trust companies and clearing corporations and certain other
organizations.

means for each class of Offered Certificates, for any
Distribution Date on or before the Auction Termination
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Date: Class A-1A, 0.270%; Class A-1B 0.320% Class A-
2A, 0.120%; Class A-2B, 0.180%; Class A-2C 0.250%;
Class A-2D 0.380%; Class M-1, 0.480%; Class M-2,
0.580%; Class M-3, 0.630%; Class M-4, 0.680%, Class M-
5, 1.150%; Class M-6 1.350%; Class B-1, 1.800%; Class
B-2, 2.000%; Class B-3, 2.000%; and Class R, 0.270%; and
for any Distribution Date after the Auction Termination
Date: Class A-1A, 0.540%; Class A-1B, 0.640%Class A-
2A, 0.240%; Class A-2B, 0.360%; Class A-2C 0.500%;
Class A-2D 0.760%; Class M-1, 0.720%; Class M-2,
0.870%; Class M-3, 0.945%; Class M-4, 1.020%, Class M-
5, 1.725%; Class M-6 2.025%; Class B-1, 2.700%; Class
B-2, 3.000%:; Class B-3, 3.000%; and Class R, 0.540%.

means, with respect to the Offered Certificates on any
Distribution Date, the least of (1) One-Month LIBOR plus
the Pass-Through Margin for such Offered Certificates, (2)
the Maximum Rate Cap and (3) the Available Funds Cap.

means, with respect to any certificate, the percentage
derived by dividing the denomination of such certificate by
the aggregate denominations of all certificates of the
applicable class.

means the maximum amount by which the Mortgage Rate
on any Adjustable Rate Mortgage Loan may increase or
decrease on an Adjustment Date.

means an employee benefit plan or arrangement subject to
Title I of ERISA, a plan subject to Section 4975 of the
Code or a plan subject to any provisions under any federal,
state, local, non-U.S. or other laws or regulations that are
substantively similar to the foregoing provisions of ERISA
or the Code.

means the Pooling and Servicing Agreement, dated as of
August 1, 2005, among the Depositor, the Servicer and the
Trustee.

means a prepayment model which uses a prepayment
assumption which represents an assumed rate of
prepayment each month relative to the then outstanding
principal balance of a pool of mortgage loans for the life of
such mortgage loans. 100% PPC, which represents 100%
of the prepayment model for the Adjustable Rate Mortgage
Loans, assumes prepayment rates at a constant prepayment
rate of 2% per annum in month 1, increasing linearly
(rounded to the nearest hundredth) to a constant
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prepayment rate of 30% per annum in month 12 and
remaining constant at a constant prepayment rate of 30%
per annum from month 12 up to and including month 22,
then remaining constant at a constant prepayment rate of
50% per annum from month 23 up to and including month
27 and then remaining constant at a constant prepayment
rate of 35% per annum from month 28 and thereafter.

means, with respect to any Servicer Remittance Date, for
each Mortgage Loan that was the subject of a Principal
Prepayment in full during the portion of the related
Prepayment Period occurring between the first day of the
calendar month in which such Servicer Remittance Date
occurs and the last day of the related Prepayment Period, an
amount equal to interest (to the extent received) at the
applicable Net Mortgage Rate on the amount of such
Principal Prepayment for the number of days commencing
on the first day of the calendar month in which such
Servicer Remittance Date occurs and ending on the date on
which such Principal Prepayment is so applied.

means a shortfall in interest distributions as a result of
Principal Prepayments to certificateholders in excess of
Compensating Interest.

means, with respect to any Distribution Date, the period
beginning on the 15th day of the month preceding the
month in which such Distribution Date occurs (or, in the
case of the first Distribution Date, beginning on the Cut-off
Date) and ending on the 14th day of the month in which
such Distribution Date occurs.

means, with respect to each Distribution Date, the sum of
(1) the Principal Funds for such Distribution Date and (2)
any Extra Principal Distribution Amount for such
Distribution Date.

means, with respect to any Distribution Date, the sum,
without duplication, of (1) the scheduled principal due
during the related Due Period and received before the
related Servicer Remittance Date or advanced on or before
the related Servicer Remittance Date, (2) prepayments of
principal collected in the related Prepayment Period, (3) the
Stated Principal Balance of each Mortgage Loan that was
purchased by the Depositor or the Servicer during the
related Prepayment Period or, in the case of a purchase in
connection with an optional termination, on the Business
Day prior to such Distribution Date, (4) the amount, if any,
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by which the aggregate unpaid principal balance of any
replacement Mortgage Loans is less than the aggregate
unpaid principal balance of any Mortgage Loans delivered
by the Seller in connection with a substitution of a
Mortgage Loan, (5) all liquidation proceeds collected
during the related Prepayment Period (to the extent such
liquidation proceeds related to principal), (6) all Subsequent
Recoveries received during the related Due Period and (7)
all other collections and recoveries in respect of principal
during the related Prepayment Period less all non-
recoverable Advances relating to principal and all non-
recoverable servicing advances reimbursed during the
related Prepayment Period and certain expenses
reimbursable to the Trustee and the Servicer.

means any mortgagor payment of principal (other than
payment of a Balloon Amount) or other recovery of
principal on a Mortgage Loan that is recognized as having
been received or recovered in advance of its Due Date and
applied to reduce the Stated Principal Balance of the
Mortgage Loan in accordance with the terms of the
mortgage note.

means a Prohibited Transaction Exemption granted by the
U.S. Department of Labor.

means Radian Guaranty Inc..
means a Mortgage Loan covered by the Radian Policy.

means the primary mortgage insurance policy provided by
Radian.

means, with respect to each Mortgage Loan covered by the
Radian Policy, a monthly fee equal to one-twelfth of the
product of the Radian Premium Rate and the Stated
Principal Balance of such Mortgage Loan

means the rate set forth in the Radian Policy.

means either of Moody’s or S&P.

means the excess of the Stated Principal Balance of a
defaulted Mortgage Loan plus accrued interest over the net
liquidation proceeds of a defaulted Mortgage Loan that are

allocated to principal.

means, for a Distribution Date, the last Business Day of the
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month preceding the month of such Distribution Date.

means leading banks selected by the Trustee and engaged
in transactions in Eurodollar deposits in the international
Eurocurrency market (1) with an established place of
business in London, (2) whose quotations appear on the
Reuters Screen LIBO Page on the Interest Determination
Date in question, (3) which have been designated as such
by the Servicer and (4) not controlling, controlled by, or
under common control with, the Depositor, the Trustee, the
Servicer, the Seller or any successor servicer.

means Citibank, N.A., as depositary for Clearstream
Luxembourg, and JPMorgan Chase Bank, as depositary for
Euroclear, individually.

means mortgaged property which has been acquired by the
Servicer through foreclosure or deed-in-lieu of foreclosure
in connection with a defaulted mortgage loan.

means, with respect to a Distribution Date after the
Stepdown Date, the quotient of (x) the excess of (1) the
aggregate Stated Principal Balance of the Mortgage Loans
over (2) the Certificate Principal Balance of the most senior
class of Certificates outstanding as of such Distribution
Date, prior to giving effect to distributions to be made on
such Distribution Date, and (y) the Stated Principal
Balances of the Mortgage Loans. As used herein, the
Certificate Principal Balance of the most senior class of
Certificates will equal the aggregate Certificate Principal
Balance of the Class A Certificates as of such date of
calculation.

means the rate per annum that the Trustee determines to be
either (1) the arithmetic mean (rounded upwards if
necessary to the nearest whole multiple of 0.03125%) of the
one-month United States dollar lending rates which New
York City banks selected by the Trustee are quoting on the
relevant Interest Determination Date to the principal
London offices of leading banks in the London interbank
market or (2) in the event that the Trustee can determine no
such arithmetic mean, the lowest one-month United States
dollar lending rate which New York City banks selected by
the Trustee are quoting on such Interest Determination Date
to leading European banks.

means the Class R Certificate.
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means the underwriter, the Trustee, the Servicer, any
obligor with respect to Mortgage Loans included in the
Trust Fund constituting more than five percent (5%) of the
aggregate unamortized principal balance of the assets in the
Trust Fund or any affiliate of such parties.

means the display designated as page “LIBO” on the
Reuters Monitor Money Rates Service (or such other page
as may replace the LIBO page on that service for the
purpose of displaying London interbank offered rates of
major banks).

means the rules, regulations and procedures creating and
affecting DTC and its operations.

means Standard and Poor’s, a division of The McGraw-Hill
Companies, Inc. or any successor.

means the Master Mortgage Loan Purchase and Interim
Servicing Agreement, dated as of March 1, 2005, as
amended between the Seller and Fremont, whereby the
Mortgage Loans were purchased by the Seller from
Fremont.

means scheduled monthly payments made by mortgagors
on the Mortgage Loans.

means, for any Mortgage Loan in a second lien position, the
ratio of the original principal balance of such Mortgage
Loan to the sum of (1) the original principal balance of
such Mortgage Loan and (2) the outstanding principal
balance of any mortgage loan the lien on which is senior to
the lien on the Mortgage Loan at the time of origination of
such Mortgage Loan.

means Merrill Lynch Mortgage Lending, Inc.
means Wilshire Credit Corporation.

means the later of two Business Days after the 15" day of
the month and the 18" day (or if such day is not a Business
Day, the next preceding Business Day) of the month in
which the related Distribution Date occurs.

means a monthly fee paid to the Servicer from interest
collected with respect to each Mortgage Loan serviced by it
(as well as from any liquidation proceeds from a liquidated
Mortgage Loan that are applied to accrued and unpaid
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interest) generally equal to the product of (a) one-twelfth of
the Servicing Fee Rate and (b) the Stated Principal Balance
of such Mortgage Loan. The Servicer is also entitled to
receive, as additional servicing compensation, all
Prepayment Interest Excesses, insufficient funds charges,
assumption fees, late charges and other similar charges
(other than prepayment charges) and all investment income
earned on amounts on deposit in the related Collection
Account.

means 0.50% per annum for each Mortgage Loan.

means the London interbank offered rate for six-month
United States dollar deposits

means Adjustable Rate Mortgage Loans having a Mortgage
Rate which is generally subject to semi-annual adjustment
on the first day of the months specified in the related
mortgage note to equal the sum, rounded to the nearest
0.125%, of (1) the Mortgage Index and (2) the Gross
Margin.

means the Secondary Mortgage Market Enhancement Act
of 1984, as amended.

means, with respect to a Mortgage Loan and any
Distribution Date, the amount equal to the outstanding
principal balance as of the Cut-off Date, after giving effect
to Scheduled Payments due on or before that date, reduced
by (1) the principal portion of all Scheduled Payments due
on or before the Due Date in the Due Period immediately
preceding such Distribution Date, whether or not received,
and (2) all amounts allocable to unscheduled principal
payments received on or before the last day of the
Prepayment Period immediately preceding such
Distribution Date.

means the later to occur of (1) the Distribution Date in
September 2008 or (2) the first Distribution Date on which
the Certificate Principal Balance of the Class A Certificates
(after giving effect to distributions of the Principal Funds
amount for such Distribution Date) is less than or equal to
37.70% of the aggregate Stated Principal Balances of the
Mortgage Loans.
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means, for any Distribution Date, the applicable percentage
for such Distribution Date set forth in the following table:

Distribution Date Occurring In  Stepdown Required Loss

Percentage
September 2008 — August 2.25% with respect to

2009 September 2008, plus an
additional 1/12" of 0.75%
for each month thereafter

September 2009 — August 3.00% with respect to

2010 September 2009, plus an
additional 1/12" of 0.50%
for each month thereafter

September 2010 — August 3.50% with respect to

2011 September 2010, plus an
additional 1/12" of 0.25%
for each month thereafter

September 2011 and 3.75%

thereafter

means the situation that exists with respect to any
Distribution Date on or after the Stepdown Date, if (a) the
quotient of (1) the aggregate Stated Principal Balance of all
Mortgage Loans 60 or more days delinquent, measured on a
rolling three-month basis (including Mortgage Loans in
foreclosure, REO Properties and Mortgage Loans with
respect to which the applicable mortgagor is in bankruptcy)
and (2) the Stated Principal Balance of all of the Mortgage
Loans as of the preceding Servicer Remittance Date, equals
or exceeds the product of (i) 39.70 and (ii) the Required
Percentage or (b) the quotient (expressed as a percentage)
of (1) the aggregate Realized Losses incurred from the Cut-
off Date through the last day of the calendar month
preceding such Distribution Date and (2) the aggregate
principal balance of the Mortgage Loans as of the Cut-off
Date exceeds the Required Loss Percentage.

means the Class M and Class B Certificates.

means any amount (net of amounts to be reimbursed to the
Servicer related to such Mortgage Loan) received on a
Mortgage Loan subsequent to such Mortgage Loan being
determined to be a liquidated Mortgage Loan.

means the final regulations issued by the IRS relating to
notional principal contracts under Section 446 of the Code.

means the Terms and Conditions Governing Use of
Euroclear, the related Operating Procedures of the
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Euroclear System and applicable Belgian law.

means the trust fund created by the Pooling and Servicing
Agreement.

means Wells Fargo .

means all of the investment income earned on funds in the
Certificate Account. In addition, the Trustee will be
entitled to reimbursement for certain reasonable out-of-
pocket expenses of the Trustee.

means, with respect to any class of the Subordinated
Certificates and as to any Distribution Date, the excess of
(1) Applied Realized Loss Amounts with respect to such
class over (2) the sum of (x) all distributions in reduction of
the Unpaid Realized Loss Amounts on all previous
Distribution Dates and (y) all increases in the Certificate
Principal Balance of such class pursuant to the last sentence
of the definition of “Certificate Principal Balance.” Any
amounts distributed to a class of Subordinated Certificates
in respect of any Unpaid Realized Loss Amount will not be
applied to reduce the Certificate Principal Balance of such
class.

means, with respect to each Distribution Date on which
amounts are received on the Cap Contract, a rate equal to
the lesser of One-Month LIBOR and 10.240% per annum.
Wells Fargo Bank, N.A.

means Wilshire Credit Corporation.

S-150



Annex 1
Global Clearance, Settlement and Tax Documentation Procedures

Except in limited circumstances, the globally offered Merrill Lynch Mortgage Investors,
Inc., Mortgage Loan Asset-Backed Certificates, Series 2005-FM1 known as “Global Securities,”
will be available only in book-entry form. Investors in the Global Securities may hold such
Global Securities through any of DTC, Clearstream Luxembourg or Euroclear. The Global
Securities will be tradeable as home market instruments in both the European and U.S. domestic
markets. Initial settlement and all secondary trades will settle in same-day funds.

Secondary market trading between investors holding Global Securities through
Clearstream Luxembourg and Euroclear will be conducted in the ordinary way in accordance
with their normal rules and operating procedures and in accordance with conventional Eurobond
practice (i.e., seven calendar day settlement).

Secondary market trading between investors holding Global Securities through DTC will
be conducted according to the rules and procedures applicable to U.S. corporate debt obligations
and prior mortgage pass-through certificate issues.

Secondary cross-market trading between Clearstream Luxembourg or Euroclear and DTC
Participants holding certificates will be effected on a delivery-against-payment basis through the
respective European Depositaries of Clearstream Luxembourg and Euroclear (in such capacity)
and as DTC Participants.

Beneficial owners of Global Securities that are non-U.S. Persons (as described below)
will be subject to U.S. withholding taxes unless such holders meet certain requirements and
deliver appropriate U.S. tax documents to the securities clearing organizations or their
participants.

Initial Settlement

All Global Securities will be held in book-entry form by DTC in the name of Cede & Co.
as nominee of DTC. Investors’ interests in the Global Securities will be represented through
financial institutions acting on their behalf as direct and indirect Participants in DTC. As a
result, Clearstream Luxembourg and Euroclear will hold positions on behalf of their Participants
through their respective European Depositaries, which in turn will hold such positions in
accounts as DTC Participants.

Investors electing to hold their Global Securities through DTC will follow the settlement
practices applicable to prior mortgage pass-through certificate issues. Investors’ securities
custody accounts will be credited with their holdings against payment in same-day funds on the
settlement date.

Investors electing to hold their Global Securities through Clearstream Luxembourg or
Euroclear accounts will follow the settlement procedures applicable to conventional Eurobonds,
except that there will be no temporary global security and no “lock-up” or restricted period.
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Global Securities will be credited to the securities custody accounts on the settlement date
against payment in same-day funds.

Secondary Market Trading

Since the purchaser determines the place of delivery, it is important to establish at the
time of the trade where both the purchaser’s and seller’s accounts are located to ensure that
settlement can be made on the desired value date.

Trading Between DTC Participants. Secondary market trading between DTC
Participants will be settled using the procedures applicable to prior mortgage pass-through
certificate issues in same-day funds.

Trading Between Clearstream Luxembourg and/or Euroclear Participants. Secondary
market trading between Clearstream Luxembourg Participants or Euroclear Participants will be
settled using the procedures applicable to conventional Eurobonds in same-day funds.

Trading Between DTC Seller and Clearstream Luxembourg or Euroclear Purchaser.
When Global Securities are to be transferred from the account of a DTC Participant to the
account of a Clearstream Luxembourg Participant or a Euroclear Participant, the purchaser will
send instructions to Clearstream Luxembourg or Euroclear through a Clearstream Luxembourg
Participant or Euroclear Participant at least one business day prior to settlement. Clearstream
Luxembourg or Euroclear will instruct the Relevant Depositary to receive the Global Securities
against payment. Payment will include interest accrued on the Global Securities from and
including the last coupon payment date to and excluding the settlement date, on the basis of
either the actual number of days in such accrual period and a year assumed to consist of 360 days
or a 360-day year of twelve 30-day months, as applicable to the related class of Global
Securities. For transactions settling on the 31st of the month, payment will include interest
accrued to and excluding the first day of the following month. Payment will then be made by the
Relevant Depositary of the DTC Participant’s account against delivery of the Global Securities.
After settlement has been completed, the Global Securities will be credited to the respective
clearing system and by the clearing system, in accordance with its usual procedures, to the
Clearstream Luxembourg Participant’s or Euroclear Participant’s account. The securities credit
will appear the next day (European time) and the cash debt will be back-valued to, and the
interest on the Global Securities will accrue from, the value date (which would be the preceding
day when settlement occurred in New York). If settlement is not completed on the intended
value date (i.e., the trade fails), the Clearstream Luxembourg or Euroclear cash debt will be
valued instead as of the actual settlement date.

Clearstream Luxembourg Participants and Euroclear Participants will need to make
available to the respective clearing systems the funds necessary to process same-day funds
settlement. The most direct means of doing so is to pre-position funds for settlement, either from
cash on hand or existing lines of credit, as they would for any settlement occurring within
Clearstream Luxembourg or Euroclear. Under this approach, they may take on credit exposure
to Clearstream Luxembourg or Euroclear until the Global Securities are credited to their
accounts one day later.
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As an alternative, if Clearstream Luxembourg or Euroclear has extended a line of credit
to them, Clearstream Luxembourg Participants or Euroclear Participants can elect not to pre-
position funds and allow that credit line to be drawn upon the finance settlement. Under this
procedure, Clearstream Luxembourg Participants or Euroclear Participants purchasing Global
Securities would incur overdraft charges for one day, assuming they cleared the overdraft when
the Global Securities were credited to their accounts. However, interest on the Global Securities
would accrue from the value date. Therefore, in many cases the investment income on the
Global Securities earned during that one-day period may substantially reduce or offset the
amount of such overdraft charges, although this result will depend on each Clearstream
Luxembourg Participant’s or Euroclear Participant’s particular cost of funds.

Since the settlement is taking place during New York business hours, DTC Participants
can employ their usual procedures for sending Global Securities to the Relevant Depositary for
the benefit of Clearstream Luxembourg Participants or Euroclear Participants. The sale proceeds
will be available to the DTC seller on the settlement date. Thus, to the DTC Participants a cross-
market transaction will settle no differently than a trade between two DTC Participants.

Trading Between Clearstream Luxembourg or Euroclear Seller and DTC Purchaser.
Due to time zone differences in their favor, Clearstream Luxembourg Participants and Euroclear
Participants may employ their customary procedures for transactions in which Global Securities
are to be transferred by the respective clearing system, through the Relevant Depositary, to a
DTC Participant. The seller will send instructions to Clearstream Luxembourg or Euroclear
through a Clearstream Luxembourg Participant or Euroclear Participant at least one business day
prior to settlement. In these cases, Clearstream Luxembourg or Euroclear will instruct the
Relevant Depositary, as appropriate, to deliver the Global Securities to the DTC Participant’s
account against payment. Payment will include interest accrued on the Global Securities from
and including the last coupon payment date to and excluding the settlement date on the basis of
either the actual number of days in such accrual period and a year assumed to consist of 360 days
or a 360-day year of twelve 30-day months, as applicable to the related class of Global
Securities. For transactions settling on the 31st of the month, payment will include interest
accrued to and excluding the first day of the following month. The payment will then be
reflected in the account of the Clearstream Luxembourg Participant or Euroclear Participant the
following day, and receipt of the cash proceeds in the Clearstream Luxembourg Participant’s or
Euroclear Participant’s account would be back-valued to the value date (which would be the
preceding day, when settlement occurred in New York). Should the Clearstream Luxembourg
Participant or Euroclear Participant have a line of credit with its respective clearing system and
elect to be in debt in anticipation of receipt of the sale proceeds in its account, the back-valuation
will extinguish any overdraft incurred over that one-day period. If settlement is not completed
on the intended value date (i.e., the trade fails), receipt of the cash proceeds in the Clearstream
Luxembourg Participant’s or Euroclear Participant’s account would instead be valued as of the
actual settlement date.

Finally, day traders that use Clearstream Luxembourg or Euroclear and that purchase
Global Securities from DTC Participants for delivery to Clearstream Luxembourg Participants or
Euroclear Participants should note that these trades would automatically fail on the sale side
unless affirmative action were taken. At least three techniques should be readily available to
eliminate this potential problem:
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(1) borrowing through Clearstream Luxembourg or Euroclear for one day (until the
purchase side of the day trade is reflected in their Clearstream Luxembourg or
Euroclear accounts) in accordance with the clearing system’s customary
procedures;

(2) borrowing the Global Securities in the U.S. from a DTC Participant no later than
one day prior to settlement, which would give the Global Securities sufficient
time to be reflected in their Clearstream Luxembourg or Euroclear account in
order to settle the sale side of the trade; or

3) staggering the value dates for the buy and sell sides of the trade so that the value
date for the purchase from the DTC Participant is at least one day prior to the
value date for the sale to the Clearstream Luxembourg Participant or Euroclear
Participant.

Certain U.S. Federal Income Tax Documentation Requirements

A beneficial owner of Global Securities that is a non-U.S. Person will be subject to the
30% U.S. withholding tax that generally applies to payments of interest (including original issue
discount) on registered debt issued by U.S. Persons, unless (1) each clearing system, bank or
other financial institution that holds customers’ securities in the ordinary course of its trade or
business in the chain of intermediaries between such beneficial owner and the U.S. entity
required to withhold tax complies with applicable certification requirements and (2) such
beneficial owner takes one of the following steps to obtain an exemption or reduced tax rate:

Exemption for non-U.S. Persons (Form W-8BEN). Beneficial owners of Global
Securities that are non-U.S. Persons and are neither “10-percent shareholders™ of the issuer
within the meaning of Code Section 871(h)(3)(B) nor controlled foreign corporations related to
the issuer within the meaning of Code Section 881(c)(3)(C) can obtain a complete exemption
from the withholding tax by filing a signed Form W-8BEN (Certificate of Foreign Status of
Beneficial Owner for United States Tax Withholding). Further, non-U.S. Persons that are
beneficial owners residing in a country that has a tax treaty with the United States and are
eligible for benefits under that treaty can obtain an exemption or reduced tax rate (depending on
the treaty terms) by filing a properly completed Form W-8BEN claiming eligibility for treaty
benefits. If the information shown on Form W-8BEN changes, a new Form W-8BEN must be
filed within 30 days of such change. If the owner of Global Securities is a partnership or other
type of pass-through entity that is not treated for U.S. withholding tax purposes as the beneficial
owner of the income with respect to such Global Securities, the owner generally must receive the
statement described in the previous sentence from the owner’s partners or other beneficial
owners of the income with respect to the Global Securities and may be required to provide such
statements, and certain additional information, to the person through whom the owner holds the
Global Securities.

Exemption for non-U.S. Persons with Effectively Connected Income (Form W-8ECI). A
non-U.S. Person, including a non-U.S. corporation or bank with a U.S. branch, for which the
interest income is effectively connected with its conduct of a trade or business in the United
States, can obtain an exemption from the withholding tax by filing Form W-8ECI (Certificate of
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Foreign Person’s Claim for Exemption from Withholding on Income Effectively Connected with
the Conduct of a Trade or Business in the United States).

The term “U.S. Person” means

(D
)

3)

4

a citizen or resident of the United States,

a corporation or partnership organized in or under the laws of the United States,
any state thereof or the District of Columbia (unless, in the case of a partnership,
Treasury regulations provide otherwise), including an entity treated as a
corporation or partnership for federal income tax purposes,

an estate the income of which is includable in gross income for United States tax
purposes, regardless of its source, or

a trust if a court within the United States is able to exercise primary supervision of
the administration of the trust and one or more United States persons have the
authority to control all substantial decisions of the trust. Notwithstanding the
preceding sentence, to the extent provided in Treasury regulations, certain trusts
in existence on August 20, 1996, and treated as United States persons prior to
such date, that elect to continue to be treated as United States persons will also be
U.S. Persons.

This summary does not deal with all aspects of U.S. federal income tax withholding that
may be relevant to foreign holders of the Global Securities. Investors are advised to consult their
own tax advisors for specific tax advice concerning their holding and disposing of the Global

Securities.
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$897,392,100 (Approximate)
Merrill Lynch Mortgage Investors Trust

Mortgage Loan Asset-Backed Certificates, Series 2005-FM1

Merrill Lynch Mortgage Investors, Inc.

Depositor

PROSPECTUS SUPPLEMENT

Merrill Lynch & Co.

You should rely on the information contained or incorporated by reference in this
prospectus supplement and the attached prospectus. We have not authorized anyone to provide
you with different information.

We are not offering these certificates in any state where the offer is not permitted.

We represent the accuracy of the information in this prospectus supplement and the
attached prospectus only as of the dates stated on their respective covers.

Dealers will be required to deliver a prospectus supplement and prospectus when acting
as underwriters of these certificates and with respect to their unsold allotments or subscriptions.
In addition, all dealers selling these certificates will deliver a prospectus supplement and
prospectus for 90 days following the date of this prospectus supplement.

August 29, 2005
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PROSPECTUS
ASSET BACKED CERTI FI CATES

ASSET BACKED NOTES
(1 SSUABLE I N SERI ES)

MERRI LL LYNCH MORTGAGE | NVESTCRS, | NC.
DEPCSI TOR

CONSI DER CAREFULLY THE RI SK FACTORS BEG NNING ON PAGE 1 OF TH S PROSPECTUS.

The securities of each series will not represent an obligation of or interest in
the depositor, an obligation of or interest in the depositor, Merrill Lynch,
Pierce, Fenner & Smith Incorporated, any master servicer or any of their
respective affiliates, except to the linmted extent described herein and in the
rel ated prospectus suppl enent.

This prospectus nay be used to offer and sell the securities only if acconpanied
by a prospectus suppl enent.

THE SECURI TI ES

Merrill Lynch Mortgage Investors, Inc., as depositor, will sell the
securities, which may be in the formof asset backed certificates or asset
backed notes. Each issue of securities will have its own series designation and

will evidence either:
- ownership interests in certain assets in a trust fund or
- debt obligations secured by certain assets in a trust fund.

- Each series of securities will consist of one or nore classes. Each
class of securities will represent the entitlenment to a specified
portion of future interest payments and a specified portion of future
princi pal paynents on the assets in the related trust fund. In each
case, the specified portion nay equal from0%to 100% A series nay
include one or nore classes of securities that are senior in right of
payment to one or nore other classes. One or nore classes of securities
may be entitled to receive distributions of principal, interest or both
prior to one or nore other classes, or before or after certain
specified events have occurred. The rel ated prospectus supplenent will
specify each of these features.

THE TRUST FUND AND | TS ASSETS

As specified in the related prospectus supplenent, each trust fund will
consist primarily of assets fromone of the follow ng categories:

- one or nore segregated pools of various types of nortgage |oans (or
participation interests in nortgage |oans) and/or closed-end and/or
revol ving home equity |oans (or certain bal ances of these |oans), in
each case secured by first and/or junior liens on one- to five-fanily
residential properties, or security interests in shares issued by
cooperative housing corporations, including nmixed residential and
conmerci al structures;

- manufactured housing installment contracts and installment |oan
agreenents secured by senior or junior liens on manufactured hones
and/or by nortgages on real estate on which the manufactured hones are
| ocat ed;

- home inprovenent installment sales contracts or installment |oan
agreenents originated by a home inprovenent contractor and secured by a
nortgage on the related nortgaged property that is junior to other
liens on the nortgaged property; and

- nortgage pass-through certificates or nortgage-backed securities
evidencing interests in nortgage | oans or secured thereby or certain
direct obligations of the United States, agencies thereof or agencies
created thereby. Each trust fund nay be subject to early ternmination in
certain circunstances.

MARKET FOR THE SECURI TI ES

No market will exist for the securities of any series before they are
issued. In addition, even after the securities of a series have been issued and
sold, there can be no assurance that a resale market w |l devel op.

OFFERS OF THE SECURI TI ES

Ofers of the securities are nade through Merrill Lynch, Pierce, Fenner &
Smith Incorporated and the other underwriters listed in the related prospectus
suppl enent .

Nei ther the Securities and Exchange Conmi ssion nor any state securities

comnmi ssion has approved these securities or deternmined that this prospectus is
accurate or conplete. Any representation to the contrary is a crininal offense.

The date of this Prospectus is August 26, 2005.



I MPORTANT NOTI CE ABOUT | NFORVATION I N THI S PROSPECTUS
AND EACH ACCOVPANYI NG PROSPECTUS SUPPLEMENT

I nformati on about each series of securities is contained in the foll ow ng
docunent s:

- this prospectus, which provides general information, sone of which may not
apply to a particular series; and

- the acconpanyi ng prospectus supplement for a particular series, which
describes the specific terms of the securities of that series. If the
prospect us suppl enent contains information about a particul ar series that
differs fromthe information contained in this prospectus, you should rely on
the information in the prospectus suppl enent.

You should rely only on the informati on contained in this prospectus and
t he acconpanyi ng prospectus suppl enent. We have not authorized anyone to provide
you with information that is different fromthat contained in this prospectus
and t he acconpanyi ng prospectus suppl enent. The information in this prospectus
is accurate only as of the date of this prospectus.

Each prospectus suppl ement generally will include the foll ow ng
information with respect to the related series of securities:

- the principal anount, interest rate and authorized denom nations of
each class of securities;

- information concerning the nortgage | oans, hone inprovenent contracts
and/ or securities in the related trust fund;

- information concerning the seller or sellers of the nortgage |oans,
hone i nmprovenment contracts and/or securities and information concerning
any servicer;

- the terms of any credit enhancement with respect to particular classes
of the securities;

- information concerning other trust fund assets, including any reserve
fund;

- the final scheduled distribution date for each class of securities;

- the method for calculating the anbunt of principal to be paid to each
class of securities, and the timng and order of priority of principa
paynents;

- information about any REM C or FASIT tax elections for some or all of
the trust fund assets; and

- particulars of the plan of distribution for the securities.

If you require additional information, the nailing address of our
princi pal executive offices is Merrill Lynch Mrtgage Investors, Inc., 250 Vesey
Street, World Financial Center-North Tower, 10th Fl oor, New York, New York
10281-1310, Attention: Secretary, and our telephone nunber is (212) 449-0357
For other neans of acquiring additional information about us or a series of
securities, see "Incorporation of Certain Information by Reference" on page 124
of this prospectus.
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Rl SK FACTORS

You shoul d consider the following information carefully, since it identifies
certain significant sources of risk associated with an investnent in the
securities.

THERE | S A RI SK THAT THE SECURI TIES WLL HAVE LIM TED LI QUI DI TY.

At the time a series of securities is issued, there will not be a secondary
market for them Merrill Lynch, Pierce, Fenner & Smith Incorporated currently
expects to nake a secondary market in the offered securities, but it is not
required to. We cannot assure you that a secondary market for the securities of
any series will develop or, if it does develop, that it will provide hol ders of
those securities with liquidity of investment or will continue while those
securities remain outstanding

THERE IS A RI SK ASSOCI ATED W TH LI M TED ASSETS THAT THOSE ASSETS W LL NOT BE
SUFFI CI ENT TO PAY THE SECURI TIES I N FULL.

- The securities will not represent an interest in or obligation of the
depositor, the master servicer or any of their affiliates

- The only obligations with respect to the securities or the assets securing
themw || be the obligations (if any) of any "warranting party" (as further
described in this prospectus) pursuant to certain [imted representations and
warranties made with respect to the nortgage | oans, the master servicer's and
any sub-servicer's servicing obligations under the rel ated agreenents
(including the limted obligation to nake certain advances in the event of
del i nquenci es on the nortgage | oans, but only to the extent they deem such
advances recoverable) and, if described in the related prospectus suppl enent,
certain limted obligations of the naster servicer in connection with an
agreenment to purchase or act as renmarketing agent with respect to a
convertible adjustable-rate nortgage |loan (as nore fully described in this
prospectus) upon conversion to a fixed rate or a different index.

- Since certain representations and warranties with respect to the nortgage
assets may have been made and/or assigned in connection with transfers of the
nortgage assets prior to the closing date, the rights of the trustee and the
securityholders with respect to such representations or warranties will be
limted to their rights as an assignee thereof.

- Unless otherwi se specified in the rel ated prospectus suppl enment, none of the
depositor, the nmaster servicer or any affiliate thereof will have any
obligation with respect to representations or warranti es nade by any ot her
entity.

- Unless otherw se specified in the related prospectus suppl enent, neither the
securities nor the underlying assets will be guaranteed or insured by any
governmental agency or instrunentality, or by the depositor, the master
servicer, any sub-servicer or any of their affiliates.

- Proceeds of the assets included in the related trust fund for each series of
securities (including the assets and any formof credit enhancenent) wll be
the sol e source of payments on the securities, and there will be no recourse
to the depositor or any other entity in the event that these proceeds are
insufficient or otherw se unavailable to nmake all paynments provided for under
the securities.

- Unless otherwi se specified in the related prospectus supplenent, a series of
securities will not have any claimagainst or security interest in the trust
funds for any other series. If the related trust fund is insufficient to nake
paynments on these securities, no other assets will be available for paynent
of the deficiency. Additionally, certain ambunts remaining in certain funds
or accounts, including the collection account and any accounts maintained as
credit support, may be withdrawn under certain conditions, as described in
the rel ated prospectus supplenment. In the event of such w thdrawal, such
amounts will not be available for future paynment of principal of or interest
on the securities.

- If provided in the prospectus supplenment for a series of securities
consisting of one or nore classes of subordinate securities, on any
distribution date in respect of which |osses or shortfalls in collections on
the assets have been incurred, the amount of such |osses or shortfalls wll
be borne first by one or nore classes of the subordinate securities, and
thereafter, by the remmining classes of securi-
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ties in the priority and manner and subject to the linitations specified in
that prospectus suppl enent.

We refer you to "Description of the Trust Funds" for further information

THERE IS A RI SK THAT PREPAYMENTS ON THE ASSETS IN A TRUST FUND W LL ADVERSELY
AFFECT THE AVERAGE LI FE AND YI ELDS OF THE RELATED SECURI TI ES.

- Prepaynents (including those caused by defaults) on the assets in any trust
fund generally will result in a faster rate of principal paynents on one or
nore classes of the related securities than if paynents on these assets were
nmade as schedul ed. Thus, the prepaynent experience on the assets may affect
the average life of each class of related securities. The rate of principa
paynents on pools of nortgage |oans varies between pools and fromtine to
time is influenced by a variety of econom c, denographic, geographic, social
tax, legal and other factors. W can't assure you as to the rate of
prepaynment on the assets in any trust fund or that the rate of payments wll
conformto any nodel we describe here or in any prospectus supplenent. |f
prevailing interest rates fall significantly bel ow the applicabl e nortgage
interest rates, principal prepaynents are likely to be higher than if
prevailing rates remain at or above the rates borne by the nortgage | oans
underlying or conprising the nortgage assets in any trust fund. As a result,
the actual maturity of any class of securities evidencing an interest in a
trust fund containing nortgage assets could occur significantly earlier than
expect ed.

- A series of securities may include one or nore classes of securities with
priorities of paynent and, as a result, yields on other classes of
securities, including classes of offered securities, of such series may be
nore sensitive to prepaynents on assets. A series of securities may include
one or nore classes offered at a significant prem umor discount. Yields on
these cl asses of securities will be sensitive, and in sone cases extrenely
sensitive, to prepaynents on nortgage assets and, where the anmpunt of
interest payable with respect to a class is disproportionately high, as
conpared to the anpbunt of principal, as with certain classes of stripped
interest securities, a holder mght, in sone prepaynent scenarios, fail to
recoup its original investnent. A series of securities may include one or
nore classes of securities, including classes of offered securities, that
provide for distribution of principal thereof fromanmounts attributable to
interest accrued but not currently distributable on one or nore classes of
accrual securities and, as a result, yields on such securities will be
sensitive to (a) the provisions of such accrual securities relating to the
timng of distributions of interest thereon and (b) if such accrua
securities accrue interest at a variable or adjustable pass-through rate or
interest rate, changes in such rate

We refer you to "Yield Considerations" in the prospectus and, if applicable, in
the rel ated prospectus supplenment for further information

THERE IS A RI SK THAT DEFAULTS BY OBLI GORS OR DECLINES IN THE VALUES OF MORTGAGED
PROPERTI ES W LL RESULT I N LOSSES TO | NVESTORS

- An investnment in securities such as the securities which generally represent
interests in nortgage | oans nay be affected by, anpbng other things, a decline
in real estate values and changes in the nortgagors' financial condition. No
assurance can be given that values of the nortgaged properties have remai ned
or will remain at their levels on the dates of origination of the related
nortgage loans. If the relevant residential real estate narket should
experience an overall decline in property values such that the outstanding
bal ances of the related nortgage | oans, and any secondary financing on the
nort gaged properties, becone equal to or greater than the value of the
nortgaged properties, the actual rates of delinquencies, foreclosures and
| osses coul d be higher than those now generally experienced in the nortgage
lending industry in that market. In addition, in the case of nortgage | oans
that are subject to negative anortization, due to the addition to principa
bal ance of deferred interest, the principal balances of such nortgage | oans
could be increased to an anmount equal to or in excess of the value of the
under|ying nortgaged properties, thereby increasing the |ikelihood of
defaul t.

- To the extent that these | osses are not covered by the applicable credit
support, if any, holders



W refer you to

of securities of the series evidencing interests in the related nortgage
loans will bear all risk of loss resulting fromdefault by nortgagors and
will have to look primarily to the value of the nortgaged properties for
recovery of the outstanding principal and unpaid interest on the defaulted
nortgage loans. Certain of the types of nortgage | oans may involve additiona
uncertainties not present in traditional types of |oans

For exanple, certain of the nortgage |oans provide for escalating or variable
paynments by the nortgagor under the nortgage |oan, as to which the nortgagor
is generally qualified on the basis of the initial paynment amount. |In some
cases the nortgagor's inconme nay not be sufficient to enable it to continue
to make its | oan payments as such paynents increase and thus the l|ikelihood
of default will increase

In addition to the foregoing, certain geographic regions of the United States
fromtine to tine will experience weaker regional econom c conditions and
housi ng markets, and will thus experience higher rates of |oss and

del i nquency than the nortgage | oans generally wll experience. The nortgage

| oans underlying certain series of securities may be concentrated in these
regions, and this concentration may present risk considerations in addition
to those generally present for simlar nortgage-backed securities w thout
this concentration.

Further, the rate of default on nortgage |oans that are refinance or limted
docunent ati on nortgage | oans, and on nortgage | oans with high | oan-to-val ue
rati os, may be higher than for other types of nortgage |loans. Additionally, a
decline in the value of the nortgaged properties will increase the risk of
loss particularly with respect to any related junior nortgage | oans.

--There is arisk that there will be reduced or no proceeds

avail abl e when junior lien nortgage |oans are liquidated" in this prospectus for
further information

In addition, a prospectus supplenent nay specify that the |oan-to-val ue
ratios for the nortgage loans in the related trust will exceed 100% The

rel ated nortgaged properties will thus be highly unlikely to provide adequate
security for these nortgage |oans. To the extent specified in that prospectus
suppl ement, the assessnent of the credit history of a borrower and that
borrower's capacity to make paynents on the related nortgage | oan will have
been the primary considerations in underwiting the nortgage |oans included
in that trust. The evaluation of the adequacy of the |loan-to-value ratio, if
so specified in the related prospectus supplenent, wll have been given |ess
consideration, and in certain cases no consideration, in underwiting those
nort gage | oans.

THERE | S A RI SK THAT THERE W LL BE REDUCED OR NO PROCEEDS AVAI LABLE WHEN JUNI CR
LI EN MORTGAGE LOANS ARE LI QUI DATED.

Certain nortgage | oans may be secured by junior liens and the related first
and other senior liens, if any, may not be included in the nortgage pool

The primary risk to holders of nortgage |oans secured by junior liens is the
possibility that adequate funds will not be received in connection with a
foreclosure of the related senior lien to satisfy fully both the senior lien
and the nortgage loan. If a holder of the senior lien forecloses on a

nort gaged property, the proceeds of the foreclosure or simlar sale will be
applied first to the paynment of court costs and fees in connection with the
forecl osure, second to real estate taxes, third in satisfaction of al
principal, interest, prepaynent or acceleration penalties, if any, and any
ot her sunms due and ow ng to the holder of the senior lien. The clains of the
hol der of the senior lien will be satisfied in full out of proceeds of the
l'iquidation of the nortgage loan, if these proceeds are sufficient, before
the trust fund as holder of the junior lien receives any paynents in respect
of the nortgage | oan

If the naster servicer were to foreclose on any nortgage |loan, it would do so
subject to any related senior lien. In order for the debt related to the
nortgage |loan to be paid in full at such sale, a bidder at the foreclosure
sal e of that nortgage | oan would have to bid an ambunt sufficient to pay off
all sums due under the nortgage | oan and the senior lien or purchase the
nortgaged property subject to the senior lien. In the event that such
proceeds froma foreclosure or simlar sale of the related
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nort gaged property were insufficient to satisfy both loans in the aggregate
the trust fund, as the holder of the junior lien, and, accordingly, holders
of the certificates, would bear the risk of delay in distributions while a
deficiency judgnent against the borrower was being obtained and the risk of
loss if the deficiency judgnment were not realized upon. Moreover, deficiency
judgnments may not be available in certain jurisdictions. In addition, a
junior nortgagee may not foreclose on the property securing a junior nortgage
unless it forecl oses subject to the senior nortgage

We refer you to "Certain Legal Aspects of the Mrtgage Loans--Junior Mortgages"
in this prospectus for further information

THERE | S A RI SK THAT ANY APPLI CABLE CREDI T SUPPORT W LL NOT COVER ALL LOSSES

- The prospectus supplenment for a series of certificates will describe any
credit support in the related trust fund, which may include letters of
credit, insurance policies, guarantees, reserve funds or other types of
credit support, or conbinations of these. Any credit support wll be subject
to the conditions and limtations described here and in the rel ated
prospectus suppl enent. Mreover, this credit support may not cover al
potential |osses or risks; for exanple, credit support may or may not cover
fraud or negligence by a borrower or other parties.

- A series of securities may include one or nore classes of subordinate
securities (which may include offered securities), if we provide for that in
the rel ated prospectus suppl enment. Although subordination is designed to
reduce the risk to hol ders of senior securities of delinquent distributions
or ultimate | osses, the amount of subordination will be limted and nmay
decline under certain circunstances. In addition, if principal payments on
one or nore classes of securities of a series are made in a specified order
of priority, any limts with respect to the aggregate anount of clains under
any related credit support may be exhausted before the principal of the |ower
priority classes of securities of this series has been repaid. As a result,
the inpact of significant |osses and shortfalls on the assets may fal
primarily upon those classes of securities having a |lower priority of
paynment. Moreover, if a formof credit support covers nore than one series of
securities (we refer to this as a "covered trust"), holders of securities
evidencing an interest in a covered trust will be subject to the risk that
this credit support will be exhausted by the clainms of other covered trusts

- The amount of any applicable credit support supporting one or nore classes of
offered securities, 1ncluding the subordination of one or nore classes of
securities, will be determ ned on the basis of criteria established by each
rating agency rating such classes of securities based on an assuned |evel of
defaults, delinquencies, other |osses or other factors. W can't assure you
however, that the |oss experience on the related assets will not exceed these
assumed | evel s.

- Regardless of the formof credit enhancenent, the amount of coverage will be
limted in anpbunt and in nopst cases will be subject to periodic reduction in
accordance with a schedule or formula. The master servicer will generally be
pernmitted to reduce, termnate or substitute all or a portion of the credit
enhancenent for any series of securities, if the applicable rating agency
indicates that the then-current rating of those securities will not be
adversely affected.

- The rating agency rating a series of securities may lower its rating
following the initial issuance of the securities if the obligations of any
applicable credit support provider have been downgraded, or as a result of
| osses on the related assets substantially in excess of the |levels
contenpl ated by that rating agency when it perforned its initial rating
anal ysis. None of the depositor, the master servicer or any of their
affiliates will have any obligation to replace or supplenment any credit
support or to take any other action to nmaintain any rating of any series of
securities.

We refer you to "--There are risks in relying on the limted nature of ratings",
"Description of the Securities" and "Description of Credit Support" for further
i nformation



THERE | S A RI SK TO HOLDERS OF SUBCRDI NATE SECURI TI ES THAT LOSSES W LL HAVE A
GREATER | MPACT ON THEM

- The rights of subordinate securityholders to receive distributions to which
they woul d otherwi se be entitled with respect to the assets will be
subordinate to the rights of the master servicer (to the extent that the
master servicer is paid its servicing fee, including any unpaid servicing
fees with respect to one or nore prior due periods, and is reinbursed for
certain unrei nbursed advances and unrei nbursed |iquidati on expenses) and the
seni or securityholders to the extent described in the related prospectus
suppl ement. As a result of the foregoing, investors nust be prepared to bear
the risk that they may be subject to delays in paynment and may not recover
their initial investments in the subordinate securities.

W refer you to "Description of the Securities--General" and "--Allocation of
Losses and Shortfalls" in this prospectus for further information

- The yields on the subordinate securities may be extrenely sensitive to the
| oss experience of the assets and the timng of any such losses. If the
actual rate and anpbunt of |osses experienced by the assets exceed the rate
and anmobunt of such | osses assuned by an investor, the yields to maturity on
the subordi nate securities nay be |ower than you anticipated

THERE IS A RI SK THAT OBLI GORS ON BALLOON LOANS W LL NOT BE ABLE TO MAKE BALLOON
PAYMENTS,

Sonme of the nortgage | oans as of the cut-off date may not be fully anortizing
over their terms to maturity (we call these "balloon |oans") and, thus, wll
require substantial principal paynents (i.e., balloon paynents) at their stated
maturity. Mrtgage | oans with balloon paynents involve a greater degree of risk
because the ability of a nortgagor to make a bal |l oon paynent typically wll
depend upon its ability either to tinely refinance the loan or to tinely sel
the rel ated nortgaged property. The ability of a nortgagor to acconplish either
of these goals will be affected by a nunmber of factors, including the |evel of
avail abl e nortgage interest rates at the tine of sale or refinancing, the
nortgagor's equity in the rel ated nortgaged property, the financial condition of
the nortgagor, the value of the nortgaged property, tax |aws, prevailing genera
econom ¢ conditions and the availability of credit for single famly or
multifam |y real properties generally.

THERE IS A PGSSIBILITY, IF THE RELATED PROSPECTUS SUPPLEMENT PROVIDES FOR I T
THAT UPON AN OPTI ONAL TERM NATI ON OF A TRUST FUND, THE PROCEEDS MAY BE LESS THAN
THE OUTSTANDI NG PRI NCI PAL AMOUNT OF THE SECURI TI ES PLUS ACCRUED | NTEREST.

- If specified in the related prospectus supplenment, a series of securities my
be subject to optional early term nation through the repurchase of the assets
in the related trust fund by the party specified therein, under the
circunstances and in the manner set forth therein. If provided in the related
prospectus suppl enent, upon the reduction of the security bal ance of a
specified class or classes of securities to a specified percentage or anount,
the party specified therein will solicit bids for the purchase of all assets
of the trust fund, or of a sufficient portion of such assets to retire such
class or classes or purchase such class or classes at a price set forth in
the rel ated prospectus suppl enment, in each case, under the circunstances and
in the manner set forth therein

- In either such case, if the related prospectus suppl ement provides for it,
the proceeds available for distribution to securityholders may be | ess than
the outstandi ng principal balance of their securities plus accrued interest.
If this happens, these securityholders could incur a loss on their
i nvest nent .

THERE ARE RI SKS RELATI NG TO CERTAI N FEDERAL | NCOVE TAX CONSI DERATI ONS REGARDI NG
REM C RESI DUAL CERTI FI CATES.

- Holders of REM C residual certificates nmust report on their federal incone
tax returns as ordinary incone their pro rata share of the taxable inconme of
the REM C, regardl ess of the ampunt or timng of their receipt of cash
paynments, as described in "Material Federal |ncome Tax Consequences--REM Cs."
Under certain circunstances, holders of offered securities that are REMC
residual certificates nay have taxable incone and tax liabilities arising
from such investment during a taxable year in excess of the cash received
during such period. I|ndividual holders of REM C residua
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certificates may be limted in their ability to deduct servicing fees and
ot her expenses of the REM C.

- In addition, REM C residual certificates are subject to certain restrictions
on transfer. Because of the special tax treatnent of REM C residua
certificates, the taxable incone arising in a given year on a REM C resi dua
certificate will not be equal to the taxable inconme associated with
investment in a corporate bond or stripped instrunent having simlar cash
flow characteristics and pre-tax yield. Therefore, the after-tax yield on the
REM C residual certificate may be significantly |less than that of a corporate
bond or stripped instrunent having simlar cash flow characteristics.

Addi tionally, prospective purchasers of a REM C residual certificate should
be aware that treasury regul ations provide that REM C residual interests may
not be marked to market.

We refer you to "Material Federal Incone Tax Consequences--REM Cs" in this
prospectus for further infornmation.

THERE ARE RI SKS I N RELYI NG ON THE LI M TED NATURE OF RATI NGS

Any rating assigned by a rating agency to a class of securities wll
reflect that rating agency's assessnent solely of the |ikelihood that hol ders of
securities of that class will receive paynments to which those securityhol ders
are entitled under the related agreement. This rating will not be an assessnent
of the likelihood that principal prepaynents (including those caused by
defaults) on the related nortgage assets will be nade, the degree to which the
rate of such prepaynents mght differ fromwhat you originally anticipated or
the likelihood of early optional termnation of the series of securities. This
rating will not address the possibility that prepaynent at higher or |ower rates
than you antici pated nmay cause you to experience a yield |l ower than you
anticipated or that an investor purchasing a security at a significant prem um
mght fail to recoup its initial investment under certain prepaynent scenari os.
Each prospectus supplenment will identify any paynent to which holders of offered
securities of the related series are entitled that is not covered by the
appl i cabl e rating.

We refer you to "Ratings" in this prospectus for further information
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DESCRI PTI ON OF THE TRUST FUNDS

ASSETS
The primary assets of each Trust Fund (the "Assets") will include
(i) one- to five-famly nortgage |oans or participation interests in
nortgage | oans (or certain bal ances thereof) (collectively, the
"Mortgage Loans"), including without limtation, Home Equity
Loans, Home | nprovenent Contracts and Manufactured Housing
Contracts,
(ii) pass-through certificates or other nortgage-backed securities

(such as debt obligations or participation interests or
certificates) evidencing interests in or secured by one or nore
Mort gage Loans or other similar participations, certificates or
securities ("MBS") or

(iii) direct obligations of the United States, agencies thereof or
agenci es created thereby which are

(a) i nterest-bearing securities,
(b) non-i nt erest-bearing securities,

(c) originally interest-bearing securities fromwhich coupons
representing the right to paynent of interest have been
removed, or

(d) i nterest-bearing securities fromwhich the right to paynent
of principal has been renpbved (the "Governnent Securities").

As used herein, "Mrtgage Loans" refers to both whol e Mortgage Loans (or
certain bal ances thereof) and Mdrtgage Loans underlying MBS. Mrtgage Loans that
secure, or interests in which are evidenced by, MBS are herein sonetines
referred to as "Underlying Mrtgage Loans." Mrtgage Loans (or certain bal ances
thereof) that are not Underlying Mrtgage Loans are sonetinmes referred to as
"Whol e Loans." Any pass-through certificates or other asset-backed certificates
in which an MBS evidences an interest or which secure an MBS are sonetinmes
referred to herein also as MBS or as "Underlying MBS." Mortgage Loans and MBS
are sonetinmes referred to herein as "Mrtgage Assets." The Mrtgage Assets will
not be guaranteed or insured by Merrill Lynch Mrtgage Investors, Inc. (the
"Depositor") or any of its affiliates or, unless otherw se provided in the
Prospect us Suppl enent, by any governmental agency or instrumentality or by any
ot her person. Each Asset will be selected by the Depositor for inclusionin a
Trust Fund from anong those purchased, either directly or indirectly, froma
prior holder thereof (an "Asset Seller"), which may be an affiliate of the
Depositor and, with respect to Assets, which prior holder nmay or may not be the
originator of such Mdrtgage Loan or the issuer of such MBS

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, the
Securities will be entitled to payment only fromthe assets of the related Trust
Fund and will not be entitled to payments in respect of the assets of any other
trust fund established by the Depositor. If specified in the related Prospectus
Suppl ement, the assets of a Trust Fund will consist of certificates representing
beneficial ownership interests in, or indebtedness of, another trust fund that
contains the Assets.

MORTGAGE LOANS
Cener al

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, each
Mort gage Loan will be secured by:

(i) a lien on a Mortgaged Property consisting of a one- to
five-famly residential property (a "Single Fanmily Property" and
the related Mortgage Loan a "Single Fam |y Mrtgage Loan") or
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(ii) a security interest in shares issued by private cooperative
housi ng corporations ("Cooperatives"). |If so specified in the
rel ated Prospectus Suppl enent, a Mrtgaged Property may include
some conmerci al use.

Mort gaged Properties will be |ocated, unless otherw se specified in the
rel ated Prospectus Supplenent, in any one of the fifty states, the District of
Col unbi a, the Commonwealth of Puerto Rico or any U S. possession. To the extent
specified in the rel ated Prospectus Suppl ement, the Mrtgage Loans will be
secured by first and/or junior nortgages or deeds of trust or other simlar
security instruments creating a first or junior lien on Mrtgaged Property. The
Mort gaged Properties may include apartnents owned by Cooperatives and | easehol d
interests in properties, the title to which is held by third party |essors.

Unl ess otherwi se specified in the Prospectus Suppl enent, the termof any such

| easehol d shall exceed the termof the related nortgage note by at |east five
years. Each Mortgage Loan will have been originated by a person (the
"Originator") other than the Depositor. The related Prospectus Supplenment wll
indicate if any Originator is an affiliate of the Depositor. The Mrtgage Loans
wi Il be evidenced by prom ssory notes (the "Mrtgage Notes") secured by

nort gages, deeds of trust or other security instrunents (the "Mortgages")
creating a lien on the Mortgaged Properties. |If specified in the related
Prospectus Suppl enent, certain of the Mdrtgage Loans (by principal balance) in a
Trust Fund will be, as of the related Cut-off Date, 30 days or nore past their
nost recent contractually schedul ed paynent date.

Participation interests in a Mrtgage Loan or a loan pool wll be
purchased by the Depositor, or an affiliate, pursuant to a participation
agreenment (a "Participation Agreement"). The interest acquired by the Depositor
under the Participation Agreement will be evidenced by a participation
certificate (a "Participation Certificate"). The trustee will be the holder of a
Participation Certificate. Unless otherwi se specified in the related Prospectus
Suppl ement, the trustee will not be in possession of or be assignee of record
with respect to the Mdortgage Loans represented by any Participation Certificate.

LOAN- TO- VALUE RATI O

The "Loan-to-Value Ratio" of a Mrtgage Loan at any given tinme is the
rati o (expressed as a percentage) of the then outstanding principal balance of
the Mortgage Loan plus the principal balance of any senior nortgage |loan to the
Val ue of the related Mdrtgaged Property. If specified in the related Prospectus
Suppl ement, the Loan-to-Value Ratio of certain Mrtgage Loans nay exceed 100%
The "Val ue" of a Mortgaged Property, other than with respect to Refinance Loans,
is generally the |l esser of:

(a) the apprai sed value determned in an appraisal obtained by the
originator at origination of such | oan and

(b) the sales price for such property.

"Refinance Loans" are |oans nade to refinance existing |oans. Unl ess otherw se
set forth in the related Prospectus Supplenent, the Value of the Mortgaged
Property securing a Refinance Loan is the apprai sed val ue thereof determined in
an apprai sal obtained at the time of origination of the Refinance Loan. The

Val ue of a Mortgaged Property as of the date of initial issuance of the related
series of Certificates may be |l ess than the value at origination and wll
fluctuate fromtime to time based upon changes in econom ¢ conditions and the
real estate nmarket.

MORTGAGE LOAN | NFORVATI ON | N PROSPECTUS SUPPLEMENTS
Each Prospectus Supplenment will contain information, as of the dates
specified in such Prospectus Supplenent and to the extent then applicable and
specifically known to the Depositor, with respect to the Mrtgage Loans,
i ncl udi ng:
(i) the aggregate outstanding principal balance and the |argest,
snal | est and average outstandi ng principal bal ance of the
Mort gage Loans as of the applicable Cut-off Date,
(ii) the type of property securing the Mrtgage Loans,
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(iii) the wei ghted average (by principal balance) of the original and
remaining terns to maturity of the Mortgage Loans,

(iv) the earliest and |latest origination date and maturity date of the
Mort gage Loans,

(v) the range of the Loan-to-Value Ratios at origination of the
Mort gage Loans,

(vi) the Mortgage Rates or range of Mirtgage Rates and the wei ghted
average Mortgage Rate borne by the Mrtgage Loans,

(vii) the state or states in which nost of the Mdrtgaged Properties are
| ocat ed,

(viii) information with respect to the prepaynent provisions, if any, of

the Mortgage Loans,

(ix) with respect to Mortgage Loans wi th adjustable Mrtgage Rates
("ARM Loans"), the index, the frequency of the adjustnent dates,
the range of margins added to the index, and the maxi mum Mortgage
Rate or nmonthly paynent variation at the tine of any adjustnent
thereof and over the life of the ARM Loan, and

(x) informati on regarding the payment characteristics of the Mrtgage
Loans, including without limtation balloon paynment and ot her
anortization provisions

If specific information respecting the Mrtgage Loans is not known to the
Depositor at the tine Securities are initially offered, nore general information
of the nature described above will be provided in the Prospectus Supplenment, and
specific information will be set forth in a report which will be available to
purchasers of the related Securities at or before the initial issuance thereof
and will be filed as part of a Current Report on Form8-K with the Securities
and Exchange Conmission within fifteen days after such initial issuance

The rel ated Prospectus Suppl ement may specify whether the Mrtgage Loans
i ncl ude cl osed-end and/or revolving hone equity loans or certain bal ances
thereof ("Home Equity Loans"), which may be secured by Mrtgages that are junior
to other liens on the related Mrtgaged Property and/or hone inprovenent
install ment sales contracts or installnent |oan agreenments (the "Hone
| nprovenent Contracts") originated by a hone inprovenent contractor and secured
by a Mortgage on the related Mdrtgaged Property that is junior to other liens on
the Mortgaged Property. Except as otherw se described in the related Prospectus
Suppl ement, the honme inprovenents purchased with the Honme | nprovenent Contracts
will generally be replacement w ndows, house siding, roofs, sw nmmng pools,
satellite dishes, kitchen and bathroom renodeling goods and sol ar heating
panel s. The rel ated Prospectus Supplenment wll specify whether the Home
I mprovenment Contracts are partially insured under Title | of the Nationa
Housing Act and, if so, the limtations on such insurance

If specified in the related Prospectus Supplenent, new draws by borrowers
under the revolving Home Equity Loans will, during a specified period of tine,
automatically beconme part of the Trust Fund for a series. As a result, the
aggregat e bal ance of the revolving Honme Equity Loans will fluctuate fromday to
day as new draws by borrowers are added to the Trust Fund and principa
collections are applied to purchase such bal ances. Such ampbunts will usually
differ each day, as nore specifically described in the related Prospectus
Suppl enent .

The rel ated Prospectus Suppl ement may specify whether the Mrtgage Loans
consist, in whole or in part, of conventional manufactured housing installnment
sal es contracts and installnment |oan agreenents, originated by a manufactured
housi ng dealer in the ordinary course of business (collectively, "Manufactured
Housi ng Contracts"). Such Manufactured Housing Contracts will be secured by
manuf act ured hones, located in any of the fifty states or the District of
Col unbi a, or by nortgages on the real estate on which the manufactured hones are
| ocat ed.

The manufactured homes securing the Manufactured Housing Contracts will
consi st of manufactured honmes within the nmeaning of 42 United States Code
Section 5402(6), or manufactured homes neeting those other standards as shall be
described in the related prospectus suppl enent. Section 5402(6) defines a
"manuf actured hone" as "a structure, transportable in one or nore sections,
which, in the



traveling nmode, is eight body feet or nmore in width or forty body feet or nore
in length, or, when erected on site, is three hundred twenty or nore square
feet, and which is built on a permanent chassis and designed to be used as a
dwelling with or without a pernmanent foundation when connected to the required
utilities, and includes the plunbing, heating, air conditioning and electrica
systens contained therein; except that the termshall include any structure
which nmeets all the requirenents of [this] paragraph except the size
requirements and with respect to which the manufacturer voluntarily files a
certification required by the Secretary of Housing and Urban Devel opnent and
conplies with the standards established under [this] chapter.”

Manuf act ured hones, and hone inprovenents, unlike nortgaged properties
general ly depreciate in value. Consequently, at any tine after origination it is
possible, especially in the case of contracts with high | oan-to-value ratios at
origination, that the market value of a manufactured honme or hone inprovenent
may be | ower than the principal ambunt outstanding under the related contract.

If specified in the rel ated Prospectus Suppl enent, principal collections
recei ved on the Mrtgage Loans nay be applied to purchase additional Nortgage
Loans which will becone part of the Trust Fund for a series. Such additions nay
be made to the extent that such additions could be made in connection with a
Trust Fund with respect to which a REM C el ection has been nade. The rel ated
Prospectus Supplenent will set forth the characteristics that such additiona
Mortgage Loans will be required to neet. Such characteristics will be specified
in terns of the categories described in the second precedi ng paragraph

Paynent provisions of the nortgage |oans

Unl ess ot herw se specified in the rel ated Prospectus Supplenent, all of
the Mortgage Loans will:

(i) have i ndivi dual principal balances at origination of not |ess than
$25, 000,

(i) have original terns to nmaturity of not nore than 40 years, and

(iii) provide for paynments of principal, interest or both, on due dates

that occur nonthly, quarterly or sem -annually or at such other
interval as is specified in the related Prospectus Suppl enent.

Each Mortgage Loan nmay provide for no accrual of interest or for accrual of
interest thereon at an interest rate (a "Mdrtgage Rate") that is fixed over its
termor that adjusts fromtine to time, or that may be converted from an
adjustable to a fixed Mortgage Rate or a different adjustable Mirtgage Rate, or
froma fixed to an adjustable Mirtgage Rate, fromtinme to tinme pursuant to an

el ection or as otherw se specified on the related Mortgage Note, in each case as
described in the related Prospectus Suppl enent. Each Mortgage Loan nay provide
for schedul ed payments to maturity or paynments that adjust fromtine to tine to
acconmpdat e changes in the Mortgage Rate or to reflect the occurrence of certain
events or that adjust on the basis of other methodol ogies, and may provide for
negative anortization or accelerated anortization, in each case as described in
the rel ated Prospectus Supplement. Each Mrtgage Loan nmay be fully anortizing or
require a balloon paynment due on its stated nmaturity date, in each case as
described in the related Prospectus Suppl ement.

MBS

Any MBS will have been issued pursuant to a pooling and servicing
agreenent, a participation agreenent, a trust agreenment, an indenture or simlar
agreenment (an "MBS Agreenent”). A seller (the "MBS Issuer") and/or servicer (the
"MBS Servicer") of the underlying Mrtgage Loans (or Underlying MBS) will have
entered into the MBS Agreenent with a trustee or a custodi an under the MBS
Agreerment (the "MBS Trustee"), if any, or with the original purchaser of the
interest in the underlying Mrtgage Loans or MBS evidenced by the MBS

Di stributions of any principal or interest, as applicable, will be nade on
MBS on the dates specified in the related Prospectus Supplenent. The MBS may be
issued in one or nore classes wWith characteristics
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simlar to the classes of Securities described in this Prospectus. Any principal
or interest distributions will be nade on the MBS by the MBS Trustee or the MBS
Servicer. The MBS |Issuer or the MBS Servicer or another person specified in the
rel ated Prospectus Suppl ement may have the right or obligation to repurchase or
substitute assets underlying the MBS after a certain date or under other
circunstances specified in the related Prospectus Suppl enent.

Enhancenent in the formof reserve funds, subordination or other forns of
credit support simlar to that described for the Securities under "Description
of Credit Support"” may be provided with respect to the MBS. The type,
characteristics and anount of such credit support, if any, will be a function of
certain characteristics of the Underlying Mrtgage Loans or Underlying MBS
evi denced by or securing such MBS and other factors and generally wll have been
established for the MBS on the basis of requirements of either any Rating Agency
that may have assigned a rating to the MBS or the initial purchasers of the MBS.

The Prospectus Supplement for a series of Securities evidencing interests
in Mrtgage Assets that include MBS will specify, to the extent available to the
Depositor:

(i) the aggregate approxinmate initial and outstanding principal
anmount or notional anmount, as applicable, and type of the MBS to
be included in the Trust Fund,

(ii) the original and renmaining termto stated maturity of the MBS, if
appl i cabl e,

(iii) whet her such MBS is entitled only to interest paynents, only to
princi pal paynents or to both,

(iv) the pass-through or bond rate of the MBS or fornula for

determ ning such rates, if any,

(v) the applicabl e payment provisions for the MBS, including, but not
limted to, any priorities, paynent schedul es and subordination
features,

(vi) the MBS | ssuer, MBS Servicer and MBS Trustee, as applicable,

(vii) certain characteristics of the credit support, if any, such as

subordi nati on, reserve funds, insurance policies, letters of
credit or guarantees relating to the related Underlying Mrtgage
Loans, the Underlying MBS or directly to such MBS,

(viii) the terns on which the related Underlying Mrtgage Loans or
Underlying MBS for such MBS or the MBS may, or are required to,
be purchased prior to their maturity,

(ix) the terns on which Mrtgage Loans or Underlying MBS nay be
substituted for those originally underlying the MBS,

(x) the servicing fees payabl e under the MBS Agreenent,

(xi) the type of information in respect of the Underlying Mrtgage
Loans described under "--Mrtgage Loans--Mrtgage Loan

Information in Prospectus Suppl ements" above, and the type of
information in respect of the Underlying MBS described in this
par agr aph,

(xi) the trust fund evidenced or secured by the MBS, and

(xiii) whet her Depository Trust Conpany or the Participants Trust
Conpany.

Each MBS will be either:

(i) a security exenpted fromthe registration requirenments of the
Securities Act,

(ii) a security that has been previously registered under the
Securities Act or

(iii) a security that is eligible for sale under Rule 144(k) under the
Securities Act.

In the case of clause (iii), such security will be acquired in a secondary
mar ket transaction not fromthe issuer thereof or an affiliate of such issuer.
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GOVERNMVENT SECURI Tl ES

The Prospectus Supplement for a series of Securities evidencing interests
in Assets of a Trust Fund that include Governnent Securities will specify, to
the extent avail abl e,

(i) the aggregate approximate initial and outstanding principal
amounts or notional ampbunts, as applicable, and types of the
CGovernnent Securities to be included in the Trust Fund,

(ii) the original and remaining terms to stated maturity of the
Governnent Securities,

(i) whet her such Government Securities are entitled only to interest
paynents, only to principal paynents or to both,

(iv) the interest rates of the Government Securities or the formula to
determ ne such rates, if any,

(v) the applicabl e paynent provisions for the Government Securities

and
(vi) to what extent, if any, the obligation evidenced thereby is

backed by the full faith and credit of the United States.
PRE- FUNDI NG ACCOUNT

To the extent provided in a Prospectus Supplenment, the Depositor will be
obligated (subject only to the availability thereof) to sell at a predetern ned
price, and the Trust Fund for the related series of Securities will be obligated

to purchase (subject to the satisfaction of certain conditions described in the
appl i cabl e Agreenent), additional Assets (the "Subsequent Assets") fromtine to
time (as frequently as daily) within the nunmber of nonths specified in the

rel ated Prospectus Suppl ement after the issuance of such series of Securities
havi ng an aggregate principal bal ance approxi mately equal to the anount on
deposit in the Pre-Funding Account (the "Pre-Funded Amount") for such series on
date of such issuance

ACCOUNTS

Each Trust Fund will include one or nore accounts established and
mai nt ai ned on behal f of the Securityholders into which the person or persons
designated in the related Prospectus Supplenment will, to the extent described
herein and in such Prospectus Suppl ement deposit all paynents and col | ections
recei ved or advanced with respect to the Assets and other assets in the Trust
Fund. Such an account nay be nmintained as an interest bearing or a non-interest
bearing account, and funds held therein may be held as cash or invested in
certain short-term investnent grade obligations, in each case as described in
the rel ated Prospectus Suppl enent. See "Description of the Agreenent--Collection
Account and Rel ated Accounts.”

CREDI T SUPPORT

If so provided in the related Prospectus Suppl enent, partial or full
protection against certain defaults and | osses on the Assets in the rel ated
Trust Fund nmay be provided to one or nore classes of Securities in the related
series in the form of subordination of one or nmore other classes of Securities
in such series and/or by one or nore other types of credit support, such as a
letter of credit, insurance policy, guarantee, reserve fund or other type of
credit support consistent with the foregoing, or a conbination thereof (any such
coverage wWith respect to the Securities of any series, "Credit Support"). The
amount and types of coverage, the identification of the entity providing the
coverage (if applicable) and related information with respect to each type of
Credit Support, if any, will be described in the Prospectus Supplenent for a
series of Securities. See "Risk Factors--Credit Support Limitations" and
"Description of Credit Support.”
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CASH FLOW AGREEMENTS

If so provided in the rel ated Prospectus Supplenent, the Trust Fund nay
i ncl ude guaranteed investnent contracts pursuant to which noneys held in the
funds and accounts established for the related series will be invested at a
specified rate. The Trust Fund may al so include one or nore of the follow ng
agreenments: interest rate exchange agreenents, interest rate cap or floor
agreenents, currency exchange agreenents, other swaps and derivative instrunents
or other agreenments consistent with the foregoing. The principal ternms of any
such agreenment (any such agreenment, a "Cash Fl ow Agreenent"), including, wthout
limtation, provisions relating to the timng, manner and anmpbunt of paynents
thereunder and provisions relating to the termnation thereof, will be described
in the Prospectus Supplenent for the related series. In addition, the related
Prospectus Supplenment will provide certain information with respect to the
obl i gor under any such Cash Fl ow Agreenent.

USE OF PROCEEDS

The net proceeds to be received fromthe sale of the Securities will be
applied by the Depositor to the purchase of Assets, or the paynent of the
financing incurred in such purchase, and to pay for certain expenses incurred in
connection with such purchase of Assets and sale of Securities. The Depositor
expects to sell the Securities fromtime to time, but the timng and anobunt of
offerings of Securities will depend on a nunmber of factors, including the volunme
of Assets acquired by the Depositor, prevailing interest rates, availability of
funds and general narket conditions.

Yl ELD CONSI DERATI ONS
GENERAL

The yield on any Ofered Security will depend on the price paid by the
Securityhol der, the Pass-Through Rate or interest rate of the Security, the
receipt and timng of receipt of distributions on the Security and the wei ghted
average life of the Assets in the related Trust Fund (which may be affected by
prepaynents, defaults, |iquidations or repurchases). See "Risk Factors."

PASS- THROUGH RATE AND | NTEREST RATE

Securities of any class within a series may have fixed, variable or
adj ust abl e Pass- Through Rates or interest rates, which nmay or nmay not be based
upon the interest rates borne by the Assets in the related Trust Fund. The
Prospectus Suppl ement with respect to any series of Securities will specify the
Pass- Through Rate or interest rate for each class of such Securities or, in the
case of a variable or adjustable Pass-Through Rate or interest rate, the nmethod
of determ ning the Pass-Through Rate or interest rate; the effect, if any, of
the prepaynment of any Asset on the Pass-Through Rate or interest rate of one or
nore cl asses of Securities; and whether the distributions of interest on the
Securities of any class will be dependent, in whole or in part, on the
performance of any obligor under a Cash Fl ow Agreenent.

If so specified in the rel ated Prospectus Supplenment, the effective yield
to maturity to each holder of Securities entitled to payments of interest wll
be bel ow that otherw se produced by the applicabl e Pass- Through Rate or interest
rate and purchase price of such Security because, while interest may accrue on
each Asset during a certain period, the distribution of such interest will be
made on a day which nmay be several days, weeks or nonths follow ng the period of
accrual

TIM NG OF PAYMENT OF | NTEREST

Each paynent of interest on the Securities (or addition to the Security

Bal ance of a class of Accrual Securities) on a Distribution Date will include
interest accrued during the Interest Accrual Period for such Distribution Date
As indi cated above under "--Pass-Through Rate and Interest Rate," if the

Interest Accrual Period ends on a date other than the day before a Distribution
Date for the related series
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the yield realized by the holders of such Securities nmay be |ower than the yield
that would result if the Interest Accrual Period ended on such day before the
Di stribution Date.

PAYMENTS OF PRI NCI PAL; PREPAYMENTS

The yield to maturity on the Securities will be affected by the rate of
princi pal paynents on the Assets (including principal prepaynments on Mrtgage
Loans resulting fromboth voluntary prepaynents by the borrowers and involuntary
l'iquidations). The rate at which principal prepayments occur on the Mortgage
Loans will be affected by a variety of factors, including, without limtation
the terms of the Mortgage Loans, the level of prevailing interest rates, the
availability of nortgage credit and economic, denographic, geographic, tax,
| egal and other factors. In general, however, if prevailing interest rates fal
significantly bel ow the Mdirtgage Rates on the Mirrtgage Loans conprising or
underlying the Assets in a particular Trust Fund, such Mrtgage Loans are likely
to be the subject of higher principal prepaynents than if prevailing rates
remain at or above the rates borne by such Mdrtgage Loans. In this regard, it
shoul d be noted that certain Assets may consist of Mrtgage Loans with different
Mort gage Rates and the stated pass-through or pay-through interest rate of
certain MBS may be a nunber of percentage points higher or |ower than certain of
the Underlying Mdrtgage Loans. The rate of principal paynments on sone or all of
the classes of Securities of a series will correspond to the rate of principa
paynents on the Assets in the related Trust Fund. Mrtgage Loans with a
prepayment prem um provision, to the extent enforceable, generally would be
expected to experience a |lower rate of principal prepaynents than otherw se
identical Mrtgage Loans without such provisions or with | ower Prepaynent
Prem uns.

If the purchaser of a Security offered at a discount calculates its
anticipated yield to maturity based on an assunmed rate of distributions of
principal that is faster than that actually experienced on the Assets, the
actual yield to maturity will be lower than that so cal cul ated. Conversely, if
the purchaser of a Security offered at a prem umcalculates its anticipated
yield to maturity based on an assuned rate of distributions of principal that is
sl ower than that actually experienced on the Assets, the actual yield to
maturity will be lower than that so calculated. In either case, if so provided
in the Prospectus Supplenent for a series of Securities, the effect on yield on
one or nore classes of the Securities of such series of prepaynents of the
Assets in the related Trust Fund may be nitigated or exacerbated by any
provi sions for sequential or selective distribution of principal to such
cl asses.

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, when a
full prepayment is made on a Mortgage Loan, the obligor is charged interest on
the principal anpbunt of the Mortgage Loan so prepaid for the nunber of days in
the month actually el apsed up to the date of the prepaynent. Unl ess otherw se
specified in the rel ated Prospectus Suppl ement, the effect of prepaynments in
full will be to reduce the anmbunt of interest paid in the followng nmonth to
hol ders of Securities entitled to paynents of interest because interest on the
princi pal ambunt of any Mortgage Loan so prepaid will be paid only to the date
of prepaynent rather than for a full nonth. Unless otherw se specified in the
rel ated Prospectus Supplenent, a partial prepaynent of principal is applied so
as to reduce the outstanding principal balance of the related Mrtgage Loan as
of the Due Date in the nonth in which such partial prepaynent is received

The timng of changes in the rate of principal paynments on the Assets may
significantly affect an investor's actual yield to maturity, even if the average
rate of distributions of principal is consistent with an investor's expectation
In general, the earlier a principal paynent is received on the Mrtgage Assets
and distributed on a Security, the greater the effect on such investor's yield
to maturity. The effect on an investor's yield of principal payments occurring
at a rate higher (or lower) than the rate anticipated by the investor during a
given period may not be offset by a subsequent |ike decrease (or increase) in
the rate of principal paynents.

The Securityholder will bear the risk of being able to reinvest principa
received in respect of a Security at a yield at least equal to the yield on such
Security.
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PREPAYNMENTS- - MATURI TY AND WEI GHTED AVERAGE LI FE

The rates at which principal payments are received on the Assets included
in or conprising a Trust Fund and the rate at which paynments are made from any
Credit Support or Cash Flow Agreenent for the related series of Securities nmay
affect the ultimate maturity and the wei ghted average |life of each class of such
series. Prepaynents on the Mrtgage Loans conprising or underlying the Assets in
a particular Trust Fund will generally accelerate the rate at which principal is
paid on sonme or all of the classes of the Securities of the related series

If so provided in the Prospectus Supplenent for a series of Securities,
one or nore classes of Securities may have a final scheduled Distribution Date
which is the date on or prior to which the Security Bal ance thereof is schedul ed
to be reduced to zero, calculated on the basis of the assunptions applicable to
such series set forth therein

Wei ghted average life refers to the average amount of time that wll
el apse fromthe date of issue of a security until each dollar of principal of
such security will be repaid to the investor. The weighted average life of a
class of Securities of a series will be influenced by the rate at which
princi pal on the Mrtgage Loans conprising or underlying the Assets is paid to
such cl ass, which may be in the formof schedul ed anortization or prepaynents
(for this purpose, the term"prepaynent"” includes prepaynents, in whole or in
part, and liquidations due to default).

In addition, the weighted average life of the Securities nay be affected
by the varying maturities of the Mrtgage Loans conprising or underlying the
Assets in a Trust Fund. |If any Mortgage Loans conprising or underlying the
Assets in a particular Trust Fund have actual ternms to maturity |less than those
assunmed in calculating final scheduled Distribution Dates for the classes of
Securities of the related series, one or nore classes of such Securities may be
fully paid prior to their respective final scheduled Distribution Dates, even in
the absence of prepaynments. Accordingly, the prepaynment experience of the Assets
will, to some extent, be a function of the m x of Mrtgage Rates and maturities
of the Mortgage Loans conprising or underlying such Assets. See "Description of
the Trust Funds."

Prepaynents on |l oans are also commonly neasured relative to a prepaynent
standard or nodel, such as the Constant Prepaynent Rate ("CPR') prepaynent node
or the Standard Prepaynent Assunption ("SPA") prepaynment nodel, each as
descri bed bel ow. CPR represents a constant assunmed rate of prepaynent each nonth
relative to the then outstanding principal balance of a pool of loans for the
life of such | oans. SPA represents an assuned rate of prepaynment each nonth
relative to the then outstanding principal balance of a pool of loans. A
prepaynment assunption of 100% of SPA assunes prepaynent rates of 0.2% per annum
of the then outstanding principal balance of such loans in the first nonth of
the life of the loans and an additional 0.2% per annumin each nonth thereafter
until the thirtieth nmonth. Beginning in the thirtieth nonth and in each nonth
thereafter during the life of the |oans, 100% of SPA assunmes a constant
prepaynment rate of 6% per annum each nonth.

Nei t her CPR nor SPA nor any ot her prepaynment nodel or assunption purports
to be a historical description of prepaynent experience or a prediction of the
anticipated rate of prepaynent of any pool of |oans, including the Mrtgage
Loans underlying or conprising the Assets.

The Prospectus Supplenment with respect to each series of Securities may
contain tables, if applicable, setting forth the projected weighted average life
of each class of Offered Securities of such series and the percentage of the
initial Security Balance of each such class that woul d be outstanding on
specified Distribution Dates based on the assunptions stated in such Prospectus
Suppl ement, including assunptions that prepaynments on the Mrtgage Loans
conprising or underlying the related Assets are nmade at rates corresponding to
various percentages of CPR, SPA or such other standard specified in such

Prospectus Suppl enent. Such tables and assunptions are intended to illustrate
the sensitivity of the weighted average life of the Securities to various
prepaynment rates and will not be intended to predict or to provide information

that will enable investors to predict the actual weighted average life of the
Securities. It is unlikely that prepaynment of any Mrtgage Loans conprising or
underlying the Assets for
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any series will conformto any particular level of CPR, SPA or any other rate
specified in the related Prospectus Suppl enent.

OTHER FACTORS AFFECTI NG VEI GHTED AVERAGE LI FE
Type of Mortgage Asset

If so specified in the related Prospectus Suppl enment, a nunber of Mortgage
Loans may have bal | oon paynents due at maturity, and because the ability of a
nort gagor to nmake a ball oon paynent typically will depend upon its ability
either to refinance the loan or to sell the related Mortgaged Property, there is
a risk that a nunber of Mortgage Loans having bal |l oon paynents may default at
maturity. In the case of defaults, recovery of proceeds nay be del ayed by, anopng
ot her things, bankruptcy of the nortgagor or adverse conditions in the market
where the property is located. In order to mnimze | osses on defaulted Mrtgage
Loans, the servicer may, to the extent and under the circunstances set forth in
the rel ated Prospectus Supplenment, be permitted to nodify Mrtgage Loans that
are in default or as to which a paynent default is inmmnent. Any defaul ted
bal | oon paynment or nodification that extends the maturity of a Mdrtgage Loan
will tend to extend the weighted average |life of the Securities, thereby
| engt hening the period of tine el apsed fromthe date of issuance of a Security
until it is retired.

Wth respect to certain Mrtgage Loans, including ARM Loans, the Mortgage
Rate at origination may be below the rate that would result if the index and
margin relating thereto were applied at origination. Under the applicable
underwriting standards, the nortgagor under each Mrtgage Loan generally wll be
qualified on the basis of the Mortgage Rate in effect at origination. The
repaynent of any such Mortgage Loan may thus be dependent on the ability of the
nort gagor or obligor to nake | arger |evel nonthly paynents follow ng the
adj ustment of the Mortgage Rate. In addition, certain Mrtgage Loans nmay be
subject to tenporary buydown plans ("Buydown Mortgage Loans") pursuant to which
the monthly payments made by the nortgagor during the early years of the
Mort gage Loan will be less than the schedul ed nonthly paynents thereon (the
"Buydown Period"). The periodic increase in the anpbunt paid by the nortgagor of
a Buydown Mortgage Loan during or at the end of the applicabl e Buydown Period
may create a greater financial burden for the nortgagor, who m ght not have
otherwi se qualified for a nortgage, and nmay accordingly increase the risk of
default with respect to the related Mrtgage Loan

The Mortgage Rates on certain ARM Loans subject to negative anortization
general ly adjust nonthly and their anortization schedul es adjust |ess
frequently. During a period of rising interest rates as well as imediately
after origination (initial Mrtgage Rates are generally |ower than the sum of
the applicable index at origination and the related nmargin over such index at
whi ch interest accrues), the ampunt of interest accruing on the principa
bal ance of such Mrtgage Loans may exceed the amount of the m ni mum schedul ed
nont hl y paynent thereon. As a result, a portion of the accrued interest on
negatively anortizing Mrtgage Loans nay be added to the principal bal ance
thereof and will bear interest at the applicable Mrtgage Rate. The addition of
any such deferred interest to the principal balance of any related class or
cl asses of Securities will lengthen the weighted average |life thereof and may
adversely affect yield to holders thereof, depending upon the price at which
such Securities were purchased. In addition, with respect to certain ARM Loans
subj ect to negative anortization, during a period of declining interest rates,
it mght be expected that each m ni nrum schedul ed nonthly paynent on such a
Mort gage Loan woul d exceed the anpunt of schedul ed principal and accrued
interest on the principal balance thereof, and since such excess will be applied
to reduce the principal balance of the related class or classes of Securities,
the wei ghted average |life of such Securities will be reduced and may adversely
affect yield to holders thereof, depending upon the price at which such
Securities were purchased

Defaul ts

The rate of defaults on the Mortgage Loans will also affect the rate
timng and anmount of principal paynents on the Assets and thus the yield on the
Securities. In general, defaults on nortgage | oans are expected to occur with
greater frequency in their early years. The rate of default on Mrtgage Loans
which are refinance or |limted docunentation nortgage | oans, and on Mortgage
Loans with high Loan-to-
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Val ue Ratios, may be higher than for other types of Mrtgage Loans. Furthernore,
the rate and timng of prepaynents, defaults and |iquidations on the Mrtgage
Loans will be affected by the general econom ¢ condition of the region of the
country in which the related Mrtgage Properties are |ocated. The risk of

del i nquencies and loss is greater and prepaynents are less likely in regions
where a weak or deteriorating econony exists, as may be evidenced by, anong
other factors, increasing unenploynent or falling property val ues

For ecl osures

The nunber of foreclosures or repossessions and the principal anmount of
the Mdrtgage Loans conprising or underlying the Assets that are foreclosed or
repossessed in relation to the nunber and princi pal anbunt of Mortgage Loans
that are repaid in accordance with their terns will affect the weighted average
life of the Mortgage Loans conprising or underlying the Assets and that of the
rel ated series of Securities.

Ref i nanci ng

At the request of a nortgagor, the Master Servicer or a Sub-Servicer may
all ow the refinancing of a Mortgage Loan in any Trust Fund by accepting
prepaynents thereon and permitting a new | oan secured by a nortgage on the sane
property. In the event of such a refinancing, the new | oan would not be included
in the related Trust Fund and, therefore, such refinancing would have the sane
effect as a prepaynent in full of the related Mrtgage Loan. A Sub-Servicer or
the Master Servicer may, fromtinme to tine, inplenent prograns designed to
encour age refinancing. Such prograns may include, without limtation,
nmodi fications of existing |oans, general or targeted solicitations, the offering
of pre-approved applications, reduced origination fees or closing costs, or
other financial incentives. In addition, Sub-Servicers may encourage the
refinanci ng of Mortgage Loans, including defaulted Mrtgage Loans, that woul d
permt creditworthy borrowers to assunme the outstandi ng i ndebt edness of such
Mort gage Loans.

Due- on- Sal e Cl auses

Accel eration of nortgage paynments as a result of certain transfers of
under | yi ng Mortgaged Property is another factor affecting prepaynent rates that
may not be reflected in the prepaynent standards or nodels used in the rel evant
Prospectus Suppl ement. A nunber of the Mrtgage Loans conprising or underlying
the Assets may include "due-on-sale" clauses that allow the holder of the
Mort gage Loans to demand paynment in full of the renmining principal bal ance of
the Mortgage Loans upon sale, transfer or conveyance of the rel ated Mrtgaged
Property. Wth respect to any Wl e Loans, unless otherw se provided in the
rel ated Prospectus Supplenment, the Master Servicer will generally enforce any
due-on-sale clause to the extent it has know edge of the conveyance or proposed
conveyance of the underlying Mortgaged Property and it is entitled to do so
under applicable |aw, provided, however, that the Master Servicer will not take
any action in relation to the enforcenent of any due-on-sale provision which
woul d adversely affect or jeopardize coverage under any applicable insurance
policy. See "Certain Legal Aspects of Mrtgage Loans--Due-on-Sal e C auses" and
"Description of the Agreenents--Due-on-Sale Provisions."

THE DEPCSI TOR

Merrill Lynch Mortgage Investors, Inc., the Depositor, is a direct
whol | y-owned subsidiary of Merrill Lynch Mortgage Capital Inc. and was
incorporated in the State of Delaware on June 13, 1986. The principal executive
of fices of the Depositor are |located at 250 Vesey Street, World Financia
Center, North Tower, 10th Floor, New York, New York 10218-1310. Its tel ephone
nunber is (212) 449-0357.

The Depositor's principal business is to acquire, hold and/or sell or
ot herwi se di spose of cash flow assets, usually in connection with the
securitization of that asset. The Depositor does not have, nor is it expected in
the future to have, any significant assets.
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DESCRI PTI ON OF THE SECURI Tl ES
GENERAL

The certificates of each series (including any class of certificates not
of fered hereby) (collectively, the "Certificates") will represent the entire
beneficial ownership interest in the Trust Fund created pursuant to the rel ated
Agreerment. |If a series of Securities includes Notes, such Notes will represent
i ndebt edness of the related Trust Fund and will be issued and secured pursuant
to an indenture (an "Indenture"). Each series of Securities will consist of one
or nore classes of Securities that may:

(i) provide for the accrual of interest thereon based on fixed
vari abl e or adjustable rates;

(ii) be senior (collectively, "Senior Securities") or subordinate
(collectively, "Subordinate Securities") to one or nore other
classes of Securities in respect of certain distributions on the
Securities;

(iii) be entitled to principal distributions, with disproportionately
low, nom nal or no interest distributions (collectively,
"Stripped Principal Securities");

(iv) be entitled to interest distributions, with disproportionately
I ow, nomi nal or no principal distributions (collectively,
"Stripped Interest Securities");

(v) provide for distributions of accrued interest thereon comencing
only follow ng the occurrence of certain events, such as the
retirenent of one or nore other classes of Securities of such
series (collectively, "Accrual Securities");

(vi) provide for paynments of principal as described in the rel ated
Prospectus Suppl ement, fromall or only a portion of the Assets in
such Trust Fund, to the extent of available funds, in each case as
described in the related Prospectus Suppl enent; and/or

(vii) provide for distributions based on a conbination of two or nore
conponents thereof with one or nore of the characteristics
described in this paragraph including a Stripped Principa
Security conmponent and a Stripped Interest Security conponent.

If so specified in the related Prospectus Supplenent, a Trust Fund may
i ncl ude additional Mrtgage Loans (or certain balances thereof) that will be
transferred to the Trust fromtinme to tine and/or, in the case of revolving Hone
Equity | oans or certain bal ances thereof, any additional bal ances advanced to
the borrowers under the revol ving Home Equity | oans during certain periods. If
so specified in the related Prospectus Suppl ement, distributions on one or nore
classes of a series of Securities may be limted to collections froma
desi gnated portion of the Wole Loans in the related Mrtgage Pool (each such
portion of Wole Loans, a "Mrtgage Loan Goup"). Any such cl asses nay include
cl asses of Offered Securities.

Each class of Ofered Securities of a series will be issued in mninmm
denom nations corresponding to the Security Bal ances or, in case of Stripped
Interest Securities, notional anpunts or percentage interests specified in the
rel ated Prospectus Supplenent. The transfer of any Offered Securities may be
regi stered and such Securities nmay be exchanged without the paynent of any
servi ce charge payable in connection with such registration of transfer or
exchange, but the Depositor or the Trustee or any agent thereof may require
paynent of a sumsufficient to cover any tax or other governnental charge. One
or nore classes of Securities of a series may be issued in definitive form
("Definitive Securities") or in book-entry form ("Book-Entry Securities"), as
provided in the related Prospectus Suppl enent. See "Ri sk Factors--Book-Entry
Regi stration" and "Description of the Securities--Book-Entry Registration and
Definitive Securities." Definitive Securities will be exchangeable for other
Securities of the sanme class and series of a |like aggregate Security Bal ance
noti onal anopunt or percentage interest but of different authorized
denom nations. See "Risk Factors--Limted Liquidity" and "--Linmted Assets."
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CATEGORI ES OF CLASSES OF SECURI TI ES

The Securities of any series may be conprised of one or nore classes. Such
classes, in general, fall into different categories. The follow ng chart
identifies and generally defines certain of the nore typical categories. The
Prospectus Suppl ement for a series of Securities may identify the classes which
conprise such series by reference to the follow ng categories or another
category specified in the rel ated Prospectus Suppl enent.

CATEGORI ES OF CLASSES DEFI NI TI ON

PRI NCI PAL TYPES

"Accretion Directed"............. . ... ... ..... A class that receives principal paynments fromthe
accreted interest fromspecified Accrual O asses. An
Accretion Directed O ass also may receive principa
paynments from principal paid on the Mrtgage Loans for
the related series

"Conponent Securities"................ .. ..... A class consisting of "Conponents." The Conponents of
a class of Conponent Securities may have different
princi pal and/or interest payment characteristics but
together constitute a single class and do not
represent severable interests. Each Conponent of a
cl ass of Conponent Securities may be identified as
falling into one or nore of the categories in this
chart.

"Lockout C ass" (sonetinmes also referred to
as a "NAS A ass"). ... A class that is designed to receive no principa
payments or a disproportionately small portion of
principal payments fromthe first Distribution Date
until a Distribution Date specified in the rel ated
Pr ospect us Suppl enent.

"Notional Amount Class"...................... A class having no principal balance and bearing
interest on the related notional ambunt. The notiona
amount is used for purposes of the determ nation of
interest distributions

"Planned Anortization Cass" (also sonetines

referred to as a "PAC').................... A class that is designed to receive principal paynents
using a pre-determned principal balance schedul e
derived by assuning two constant prepaynment rates for
the underlying Mortgage Loans. These two rates are the
endpoints for the "structuring range" for the Pl anned
Anmortization Cass. The Planned Anortization Cl asses
in any series of Securities may be subdivided into
different categories (e.g., Planned Anortization C ass
I ("PAC I") Planned Anortization Class Il ("PACI11")
and so forth) derived using different structuring
ranges.
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CATEGORI ES OF CLASSES

"Senior Securities"........ ... . ...

"Seni or Support Securities"..................

"Sequential Pay dass"...................u...

TStrip Adass'. ..

"Mezzanine Securities"........... ... ... . ...,

"Subordinate Securities"............. ... .. ...

"Super Senior Securities"....................

DEFI NI TI ON

A class that is designed to receive principal paynments
using a pre-determned principal balance schedul e but
is not designated as a Planned Anortization dass or
Targeted Anortization C ass. The schedule is derived
by assuming either two constant prepaynment rates or a
singl e constant prepaynent rate for the underlying
Mort gage Loans. In the former case, the two rates are
the endpoints for the "structuring rate" for the
Schedul ed Anortization O ass and such range generally
is narrower than that for a Planned Anortization
Class. Typically, the Support Class for the applicable
series of Securities generally will represent a
smal | er percentage of the Schedul ed Anortization Cl ass
than a Support C ass generally would represent in
relation to a Planned Anortization Cass or a Targeted
Anortization C ass

A class that is entitled to receive paynents of
principal and interest on each Distribution Date prior
to the classes of Subordinate Securities

A class of Senior Securities that bears certain | osses
al located to one or nore classes of Senior Securities
after the classes of Subordinate Securities are no

| onger outstandi ng

Classes that are entitled to receive principa

payments in a prescribed sequence, that do not have
predeterm ned principal balance schedules and that, in
nost cases, are entitled to receive paynents of
principal continuously fromthe first Distribution
Date on which they receive principal until they are
retired. Asingle class that is entitled to receive
principal payments before or after other classes in
the sane series of Securities may be identified as a
Sequential Pay cl ass

A class that is entitled to receive a constant
proportion, or "strip," of the principal paynents on
the underlying Mrtgage Loans

A class that is entitled to receive paynents of
principal and interest on each Distribution Date after
the Senior Securities have received their ful

principal and interest entitlenents and prior to any
di stributions of principal and interest on the classes
of Subordinate Securities

A class that is entitled to receive paynents of
principal and interest on each Distribution Date only
after the Senior Securities and cl asses of Subordinate
Securities with higher priority of distributions, if
any have received their full principal and interest
entitlenments.

A class of Senior Securities that will not bear its
share of certain |osses after the class of Subordinate
Securities are no |longer outstanding for so long as
one or nore other specified classes of Senior
Securities are outstanding
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CATEGORI ES OF CLASSES

"Support dass" (also
as a "Conpanion da

Targeted Anortization

sometinmes referred to
SS")

Cl ass" (al so sonetines

referred toas a "TAC') ...,

"Conponent Securities"................. . .....

"Fi xed Rate O ass"...

"Floating Rate O ass”

"Inverse Floating Rate Class"................

"Variabl e Rate d ass"

"Interest-Only d ass"

DEFI NI TI ON

A class that is entitled to receive principal paynments
on any Distribution Date only if schedul ed paynents
have been made on specified Planned Anortization

Cl asses, Targeted Anortization C asses and/or

Schedul ed Anortization C asses.

A class that is designed to receive principal paynents
using a pre-determined principal balance schedul e
derived by assuming a single constant prepaynent rate
for the underlying Mrtgage Loans.

| NTEREST TYPES

A class consisting of "Conponents." The conponents of
a class of Conmponent Securities may have different
principal and/or interest payment characteristics but
together constitute a single class and do not
represent severable interests. Each Conponent of a

cl ass of Conmponent Securities may be identified as
falling into one or nore of the categories in this
chart.

A class with an interest rate that is fixed throughout
the life of the class.

A class with an interest rate that resets periodically
based upon a designated index and that varies directly
wi th changes in such index.

A class with an interest rate that resets periodically
based upon a designated index and that varies
inversely with changes in such index and with changes
in the interest rate payable on the related Floating
Rate C ass.

A class with an interest rate that resets periodically
and is calculated by reference to the rate or rates of
interest applicable to the Mrtgage Loans.

A class that is entitled to receive sone or all of the
i nterest paynents nade on the Mrtgage Loans and
little or no principal. Interest-Only Cl asses have

ei ther a nominal principal balance or a notional
amount. A nomi nal principal bal ance represents actual
principal that will be paid on the class. It is
referred to as nominal since it is extrenely small
conpared to other classes. A notional anmount is the
amount used as a reference to calculate the amunt of
interest due on an Interest-Only Class that is not
entitled to any distributions in respect of principal.
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CATEGORI ES OF CLASSES DEFI NI TI ON

"Principal-Only dass"........... ... . A class that does not bear interest and is entitled to
receive only distributions in respect of principal.

"Accrual A ass".. ... ... A class that accretes the ambunt of accrued interest
ot herw se distributable on such class, which anount
wi Il be added as principal to the principal balance of
such class on each applicable Distribution Date. Such
accretion may continue until some specified event has
occurred or until such Accrual Cass is retired.

"Step-up Class" ... A class that bears interest at one or nore higher, or
"st epped-up" Pass-Through Rates or interest rates for
a period of time specified in the related Prospectus
Suppl ement before resetting to a | ower Pass-Through
Rate or interest rate that will remain fixed
thereafter.

DI STRI BUTI ONS

Distributions on the Securities of each series will be nmade by or on
behal f of the Trustee on each Distribution Date as specified in the rel ated
Prospectus Supplement fromthe Available Distribution Amount for such series and
such Distribution Date. Except as otherw se specified in the rel ated Prospectus
Suppl ement, distributions (other than the final distribution) will be nade to
the persons in whose nanes the Securities are registered at the cl ose of
busi ness on the | ast business day of the nmonth preceding the nonth in which the
Distribution Date occurs (the "Record Date"), and the anmpbunt of each
distribution will be determined as of the close of business on the date
specified in the related Prospectus Suppl ement (the "Determination Date"). All
distributions with respect to each class of Securities on each Distribution Date
will be allocated pro rata anong the outstanding Securities in such class or by
random sel ection, as described in the related Prospectus Suppl enent or otherw se
established by the related Trustee. Paynents will be nade either by wire
transfer in imrediately avail able funds to the account of a Securityhol der at a
bank or other entity having appropriate facilities therefor, if such
Securityhol der has so notified the Trustee or other person required to nmake such
paynents no later than the date specified in the rel ated Prospectus Suppl ement
(and, if so provided in the related Prospectus Suppl enent, holds Securities in
the requisite amount specified therein), or by check nailed to the address of
the person entitled thereto as it appears on the Security Register; provided,
however, that the final distribution in retirement of the Securities (whether
Definitive Securities or Book-Entry Securities) will be made only upon
presentation and surrender of the Securities at the location specified in the
notice to Securityholders of such final distribution.

AVAI LABLE DI STRI BUTI ON AMOUNT

Al'l distributions on the Securities of each series on each Distribution
Date will be made fromthe Available Distribution Amount described below, in
accordance with the terns described in the related Prospectus Supplenment. Unl ess
provi ded otherwise in the related Prospectus Supplenent, the "Avail able
Di stribution Amount" for each Distribution Date equals the sum of the follow ng
anount s:

(i) the total ampbunt of all cash on deposit in the related Collection
Account as of the corresponding Deternination Date, exclusive of:

(a) al |l schedul ed paynments of principal and interest collected
but due on a date subsequent to the related Due Period
(unl ess the rel ated Prospectus Suppl ement provides
otherwi se, a "Due Period" with respect to any Distribution
Date wi |l conmmence on the second day of the nonth in which
the i medi ately preceding Distribution Date occurs, or the
day after the Cut-off Date in the case of the first
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Due Period, and will end on the first day of the nonth of
the related Distribution Date),

(b) unl ess the rel ated Prospectus Suppl enent provi des otherwi se,
all prepaynents, together with related paynments of the
interest thereon and rel ated Prepaynent Prem uns,

Li qui dati on Proceeds, |nsurance Proceeds and ot her
unschedul ed recoveries recei ved subsequent to the rel ated
Due Period, and

(c) all ampunts in the Collection Account that are due or
rei nbursable to the Depositor, the Trustee, an Asset Seller,
a Sub-Servicer, the Master Servicer or any other entity as
specified in the related Prospectus Supplenent or that are
payabl e in respect of certain expenses of the related Trust
Fund;

(ii) if the related Prospectus Suppl enent so provides, interest or
i nvest nent income on anmpunts on deposit in the Collection Account,
i ncl udi ng any net anpunts pai d under any Cash Fl ow Agreenents;

(iii) al | advances nmade by a Master Servicer or any other entity as
specified in the related Prospectus Supplenent with respect to
such Distribution Date;

(iv) if and to the extent the related Prospectus Suppl enent so
provi des, ampunts paid by a Master Servicer or any other entity as
specified in the related Prospectus Supplenment with respect to
interest shortfalls resulting fromprepaynents during the rel ated
Prepaynent Period; and

(v) unl ess the related Prospectus Suppl enent provi des otherw se, to
the extent not on deposit in the related Collection Account as of
the corresponding Determ nation Date, any amobunts col |l ected under,
fromor in respect of any Credit Support with respect to such
Di stribution Date.

As described below, the entire Available Distribution Amount will be
distributed anobng the related Securities (including any Securities not offered
hereby) on each Distribution Date, and accordingly will be released fromthe
Trust Fund and will not be available for any future distributions.

DI STRI BUTI ONS OF | NTEREST ON THE SECURI Tl ES

Each cl ass of Securities (other than classes of Stripped Principal
Securities that have no Pass-Through Rate or interest rate) may have a different
Pass- Through Rate or interest rate, which will be a fixed, variable or
adj ustable rate at which interest will accrue on such class or a conponent
thereof (the "Pass-Through Rate" in the case of Certificates). The rel ated
Prospectus Suppl enent will specify the Pass-Through Rate or interest rate for
each class or conponent or, in the case of a variable or adjustable Pass-Through
Rate or interest rate, the method for determ ning the Pass-Through Rate or
interest rate. Unless otherw se specified in the related Prospectus Suppl enent,
interest on the Securities will be calculated on the basis of a 360-day year
consi sting of twelve 30-day nonths.

Di stributions of interest in respect of the Securities of any class will
be nmade on each Distribution Date (other than any class of Accrual Securities,
which will be entitled to distributions of accrued interest comencing only on
the Distribution Date, or under the circunstances, specified in the related
Prospectus Suppl enent, and any class of Stripped Principal Securities that are
not entitled to any distributions of interest) based on the Accrued Security
Interest for such class and such Distribution Date, subject to the sufficiency
of the portion of the Available Distribution Arount allocable to such class on
such Distribution Date. Prior to the tine interest is distributable on any class
of Accrual Securities, the ambunt of Accrued Security Interest otherw se
di stributable on such class will be added to the Security Bal ance thereof on
each Distribution Date. Wth respect to each class of Securities and each
Di stribution Date (other than certain classes of Stripped Interest Securities),
"Accrued Security Interest” will be equal to interest accrued for a specified
period on the outstanding Security Bal ance thereof inmmediately prior to the
Distribution Date, at the applicable Pass-Through Rate or interest rate, reduced
as described bel ow.
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Unl ess ot herwi se provided in the Prospectus Suppl enent, Accrued Security
Interest on Stripped Interest Securities will be equal to interest accrued for a
specified period on the outstanding notional anmpbunt thereof imediately prior to
each Distribution Date, at the applicable Pass-Through Rate or interest rate
reduced as described bel ow. The nethod of deternining the notional anpunt for
any class of Stripped Interest Securities will be described in the related
Prospectus Suppl enent. Reference to notional amount is solely for convenience in
certain calculations and does not represent the right to receive any

di stributions of principal

Unl ess ot herwi se provided in the rel ated Prospectus Suppl enent, the
Accrued Security Interest on a series of Securities will be reduced in the event
of prepaynent interest shortfalls, which are shortfalls in collections of
interest for a full accrual period resulting fromprepaynents prior to the due
date in such accrual period on the Mrtgage Loans conprising or underlying the
Assets in the Trust Fund for such series. The particular manner in which such
shortfalls are to be allocated among sone or all of the classes of Securities of
that series will be specified in the related Prospectus Supplenment. The rel ated
Prospectus Supplenent will also describe the extent to which the ambunt of
Accrued Certificate Interest that is otherwi se distributable on (or, in the case
of Accrual Securities, that may otherw se be added to the Security Bal ance of) a
class of OfFfered Securities may be reduced as a result of any other
contingencies, including delinquencies, |osses and deferred interest on or in
respect of the Mrtgage Loans conprising or underlying the Assets in the rel ated
Trust Fund. Unless otherw se provided in the related Prospectus Suppl ement, any
reduction in the anpbunt of Accrued Security Interest otherw se distributable on
a class of Securities by reason of the allocation to such class of a portion of
any deferred interest on the Mdrtgage Loans conprising or underlying the Assets
in the related Trust Fund will result in a corresponding increase in the
Security Bal ance of such class. See "Risk Factors--Average Life of Securities;
Prepaynents; Yields" and "Yield Considerations."

DI STRI BUTI ONS OF PRI NCI PAL OF THE SECURI Tl ES

The Securities of each series, other than certain classes of Stripped
Interest Securities, will have a "Security Bal ance" which, at any tine, wll
equal the then maxi mum ambunt that the holder will be entitled to receive in
respect of principal out of the future cash flow on the Assets and other assets
included in the related Trust Fund. The outstanding Security Bal ance of a
Security will be reduced to the extent of distributions of principal thereon
fromtine to tine and, if and to the extent so provided in the rel ated
Prospect us Suppl enent, by the anpunt of |osses incurred in respect of the
rel ated Assets, may be increased in respect of deferred interest on the rel ated
Mort gage Loans to the extent provided in the related Prospectus Suppl enent and
in the case of Accrual Securities prior to the Distribution Date on which
distributions of interest are required to commence, will be increased by any
rel ated Accrued Security Interest. Unless otherw se provided in the rel ated
Prospectus Suppl enent, the initial aggregate Security Bal ance of all classes of
Securities of a series will not be greater than the outstandi ng aggregate
princi pal balance of the related Assets as of the applicable Cut-off Date. The
initial aggregate Security Bal ance of a series and each class thereof will be
specified in the rel ated Prospectus Supplenment. Unl ess otherwi se provided in the
rel ated Prospectus Supplenent, distributions of principal will be nade on each
Distribution Date to the class or classes of Securities entitled thereto in
accordance with the provisions described in such Prospectus Suppl ement until the
Security Bal ance of such class has been reduced to zero. Stripped Interest
Securities with no Security Balance are not entitled to any distributions of
principal .

COVPONENTS

To the extent specified in the related Prospectus Supplenment, distribution
on a class of Securities may be based on a conbination of two or nore different
conponents as described under "--General" above. To such extent, the
descriptions set forth under "--Distributions of Interests on the Securities”
and "--Distributions of Principal of the Securities" above also relate to
conponents of such a class of Securities. In such case, reference in such
sections to Security Bal ance and Pass-Through Rate or interest rate refer to the
princi pal balance, if any, of any such conponent and the Pass- Through Rate or
interest rate, if any, on any such conponent, respectively.
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ALLOCATI ON OF LOSSES AND SHORTFALLS

If so provided in the Prospectus Supplenent for a series of Securities
consi sting of one or nore classes of Subordinate Securities, on any Distribution
Date in respect of which losses or shortfalls in collections on the Assets have
been incurred, the ambunt of such |osses or shortfalls will be borne first by a
cl ass of Subordinate Securities in the priority and manner and subject to the
limtations specified in such Prospectus Supplenment. See "Description of Credit
Support" for a description of the types of protection that may be included in a
Trust Fund agai nst | osses and shortfalls on Assets conprising such Trust Fund

ADVANCES | N RESPECT OF DELI NQUENCI ES

Wth respect to any series of Securities evidencing an interest in a Trust
Fund, unl ess otherw se provided in the rel ated Prospectus Suppl enent, the Master
Servicer or another entity described therein will be required as part of its
servicing responsibilities to advance on or before each Distribution Date its
own funds or funds held in the Collection Account that are not included in the
Avail abl e Distribution Amount for such Distribution Date, in an amount equal to
the aggregate of paynents of principal (other than any ball oon paynents) and
interest (net of related servicing fees and Retained Interest) that were due on
the Whol e Loans in such Trust Fund during the rel ated Due Period and were
delinquent on the related Determ nation Date, subject to the Master Servicer's
(or another entity's) good faith determ nation that such advances wll be
rei mbursabl e from Rel ated Proceeds (as defined below). In the case of a series
of Securities that includes one or nore classes of Subordinate Securities and if
so provided in the related Prospectus Supplement, the Master Servicer's (or
another entity's) advance obligation may be limted only to the portion of such
del i nquenci es necessary to nake the required distributions on one or nore
cl asses of Senior Securities and/or may be subject to the Master Servicer's (or
another entity's) good faith determi nation that such advances will be
rei mbursabl e not only from Rel ated Proceeds but also fromcollections on other
Assets otherw se distributable on one or nore classes of such Subordinate
Securities. See "Description of Credit Support."

Advances are intended to maintain a regular flow of schedul ed interest and
princi pal paynents to holders of the class or classes of Certificates entitled
thereto, rather than to guarantee or insure against |osses. Unless otherw se
provided in the related Prospectus Suppl enment, advances of the Master Servicer's
(or another entity's) funds will be reinbursable only out of related recoveries
on the Mortgage Loans (including amobunts received under any formof Credit
Support) respecting which such advances were nmade (as to any Mortgage Loan
"Rel ated Proceeds") and, if so provided in the Prospectus Supplenment, out of any
anounts ot herwi se distributable on one or nore classes of Subordinate Securities
of such series; provided, however, that any such advance w || be reinbursable
fromany amounts in the Collection Account prior to any distributions being nmade
on the Securities to the extent that the Master Servicer (or such other entity)
shal|l determne in good faith that such advance (a "Nonrecoverabl e Advance") is
not ultimtely recoverable from Related Proceeds or, if applicable, from
col l ections on other Assets otherw se distributable on such Subordinate
Securities. |f advances have been made by the Master Servicer from excess funds
in the Collection Account, the Master Servicer is required to replace such funds
in the Collection Account on any future Distribution Date to the extent that
funds in the Collection Account on such Distribution Date are |ess than paynents
required to be made to Securityhol ders on such date. If so specified in the
rel ated Prospectus Suppl enent, the obligations of the Master Servicer (or
another entity) to make advances may be secured by a cash advance reserve fund
a surety bond, a letter of credit or another formof linmted guaranty. I|f
applicable, information regarding the characteristics of, and the identity of
any obligor on, any such surety bond, will be set forth in the related
Prospect us Suppl enent .

If and to the extent so provided in the rel ated Prospectus Suppl enent, the
Master Servicer (or another entity) will be entitled to receive interest at the
rate specified therein on its outstanding advances and will be entitled to pay
itself such interest periodically fromgeneral collections on the Assets prior
to any payment to Securityhol ders or as otherw se provided in the rel ated
Agreenent and described in such Prospectus Suppl enent.
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The Prospectus Supplenent for any series of Securities evidencing an
interest in a Trust Fund that includes MBS will describe any correspondi ng
advanci ng obligation of any person in connection with such MBS

REPORTS TO SECURI TYHOLDERS

Unl ess ot herwi se provided in the Prospectus Supplenent, with each
distribution to holders of any class of Securities of a series, the Master
Servicer or the Trustee, as provided in the related Prospectus Supplenment, wll
forward or cause to be forwarded to each such holder, to the Depositor and to
such other parties as may be specified in the related Agreenent, a statenent
setting forth, in each case to the extent applicable and avail abl e:

(i) the amount of such distribution to holders of Securities of such
class applied to reduce the Security Bal ance thereof;

(i) the amount of such distribution to holders of Securities of such
class allocable to Accrued Security Interest;

(iii) the amount of such distribution allocable to Prepaynent
Prem uns;

(iv) the ampunt of related servicing conpensation received by a

Master Servicer (and, if payable directly out of the rel ated
Trust Fund, by any Sub-Servicer) and such other custonary
information as any such Master Servicer or the Trustee deens
necessary or desirable, or that a Securityhol der reasonably
requests, to enable Securityholders to prepare their tax
returns;

(v) the aggregate anpunt of advances included in such distribution
and the aggregate amount of unrei nbursed advances at the close of
busi ness on such Distribution Date

(vi) the aggregate principal balance of the Assets at the cl ose of
busi ness on such Distribution Date

(vii) t he number and aggregate princi pal bal ance of Wole Loans in
respect of which:

(a) one schedul ed paynent is delinquent,

(b) two schedul ed paynments are delinquent,

(c) three or nore schedul ed paynents are delinquent, and
(d) forecl osure proceedi ngs have been conmmenced

(viii) with respect to any Wol e Loan |iquidated during the rel ated Due
Period, the portion of such liquidation proceeds payabl e or
rei nbursable to the Master Servicer (or any other entity) in
respect of such Mortgage Loan, and the ampbunt of any loss to
Securi tyhol ders;

(ix) with respect to each REO Property relating to a Wole Loan and
included in the Trust Fund as of the end of the related Due
Period, the |oan nunber of the related Mdrrtgage Loan and the
date of acquisition;

(x) with respect to each REO Property relating to a Wole Loan and
included in the Trust Fund as of the end of the rel ated Due
Peri od:

(a) t he book val ue,

(b) the principal balance of the related Mrtgage Loan
i medi ately following such Distribution Date (cal cul ated as
i f such Mortgage Loan were still outstanding taking into
account certain limted nodifications to the terns thereof
specified in the Agreenent),

(c) the aggregate amount of unreinmbursed servicing expenses
and unrei nbursed advances in respect thereof, and
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(d) if applicable, the aggregate amount of interest accrued
and payabl e on related servicing expenses and rel ated

advances;
(xi) with respect to any such REO Property sold during the rel ated
Due Peri od:

(a) the aggregate anount of sale proceeds,

(b) the portion of such sales proceeds payable or reinmbursable
to the Master Servicer in respect of such REO Property or
the rel ated Mortgage Loan; and

(c) the amount of any |oss to Securityhol ders in respect of
the rel ated Mortgage Loan;

(xii) the aggregate Security Bal ance or notional anmount, as the case
may be, of each class of Securities (including any class of
Securities not offered hereby) at the close of business on such
Distribution Date, separately identifying any reduction in such
Security Bal ance due to the allocation of any |oss and increase
in the Security Bal ance of a class of Accrual Securities in the
event that Accrued Security Interest has been added to such
bal ance;

(xiii) the aggregate anount of principal prepaynents nade during the
rel ated Due Period;

(xiv) the amount deposited in the reserve fund, if any, on such
Di stribution Date;

(xv) the anpunt remaining in the reserve fund, if any, as of the close
of business on such Distribution Date;

(xvi) the aggregate unpaid Accrued Security Interest, if any, on each
class of Securities at the close of business on such
Di stribution Date;

(xvii) in the case of Securities with a variable Pass-Through Rate or
interest rate, the Pass-Through Rate or interest rate applicable
to such Distribution Date, and, if available, the imediately
succeeding Distribution Date, as calculated in accordance with
the method specified in the related Prospectus Suppl enment;

(xviii) in the case of Securities with an adjustabl e Pass- Through Rate
or interest rate, for statements to be distributed in any nonth
in which an adjustnment date occurs, the adjustable Pass-Through
Rate or interest rate applicable to such Distribution Date, if
avail able, and the i mredi ately succeeding Distribution Date as
calculated in accordance with the nethod specified in the
rel ated Prospectus Suppl enent;

(xi x) as to any series which includes Credit Support, the anmount of
coverage of each instrument of Credit Support included therein
as of the close of business on such Distribution Date; and

(xx) the aggregate anpbunt of paynents by the obligors of default
interest, late charges and assunption and nodification fees
col lected during the rel ated Due Period.

In the case of information furnished pursuant to subclauses (i)-(iv)
above, the ampunts shall be expressed as a dollar anopunt per mininmum
denomi nation of Securities or for such other specified portion thereof. In
addition, in the case of information furnished pursuant to subclauses (i), (ii),
(xii), (xvi) and (xvii) above, such ampbunts shall also be provided with respect
to each conponent, if any, of a class of Securities. The Master Servicer or the
Trustee, as specified in the related Prospectus Supplenment, will forward or
cause to be forwarded to each holder, to the Depositor and to such other parties
as may be specified in the Agreenent, a copy of any statenents or reports
received by the Master Servicer or the Trustee, as applicable, with respect to
any MBS. The Prospectus Suppl ement for each series of Offered Securities wll
describe any additional information to be included in reports to the hol ders of
such Securities.

Wthin a reasonable period of time after the end of each cal endar year,
the Master Servicer or the Trustee, as provided in the related Prospectus
Suppl enent, shall furnish to each person who at any tine
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during the cal endar year was a holder of a Security a statement containing the
information set forth in subclauses (i)-(iv) above, aggregated for such cal endar
year or the applicable portion thereof during which such person was a
Securityhol der. Such obligation of the Master Servicer or the Trustee shall be
deenmed to have been satisfied to the extent that substantially conparable
information shall be provided by the Master Servicer or the Trustee pursuant to
any requirenents of the Code as are fromtinme to time in force. See "Description
of the Securities--Registration and Definitive Securities."”

TERM NATI ON

The obligations created by the rel ated Agreenent for each series of
Certificates will termi nate upon the payment to Certificatehol ders of that
series of all amounts held in the Collection Account or by the Master Servicer,
if any, or the Trustee and required to be paid to them pursuant to such
Agreenment following the earlier of (i) the final payment or other I|iquidation of
the |l ast Asset subject thereto or the disposition of all property acquired upon
forecl osure of any Whol e Loan subject thereto and (ii) the purchase of all of
the assets of the Trust Fund by the party entitled to effect such term nation
under the circunstances and in the manner set forth in the related Prospectus
Suppl ement. In no event, however, will the trust created by the Agreenent
continue beyond the date specified in the related Prospectus Supplenent. Witten
notice of termnation of the Agreement will be given to each Securityhol der, and
the final distribution will be made only upon presentation and surrender of the
Securities at the location to be specified in the notice of termnation

If so specified in the rel ated Prospectus Suppl enent, a series of
Securities may be subject to optional early term nation through the repurchase
of the assets in the related Trust Fund by the party specified therein, under
the circunstances and in the manner set forth therein. If so provided in the
rel ated Prospectus Suppl enent, upon the reduction of the Security Bal ance of a
specified class or classes of Securities by a specified percentage or anount,
the party specified therein will solicit bids for the purchase of all assets of
the Trust Fund, or of a sufficient portion of such assets to retire such class
or classes or purchase such class or classes at a price set forth in the related
Prospect us Suppl enent, in each case, under the circunstances and in the nanner
set forth therein.

BOOK- ENTRY REG STRATI ON AND DEFI NI TI VE SECURI Tl ES

If so provided in the related Prospectus Suppl enment, one or nore classes
of the Ofered Securities of any series will be issued as Book-Entry Securities
and each such class will be represented by one or nobre single Securities
registered in the name of a nominee for the depository, The Depository Trust
Conpany ("DTC").

DTCis a limted-purpose trust conpany organi zed under the |aws of the
State of New York, a nmenber of the Federal Reserve System a "clearing
corporation” within the nmeaning of the Uniform Commercial Code ("UCC') and a
"cl earing agency" registered pursuant to the provisions of Section 17A of the
Securities Exchange Act of 1934, as anended. DTC was created to hold securities
for its participating organizations ("Participants") and facilitate the
clearance and settlement of securities transactions between Participants through
el ectroni c book-entry changes in their accounts, thereby elimnating the need
for physical novenment of certificates. Participants include Merrill Lynch,
Pi erce, Fenner & Smith Incorporated, securities brokers and deal ers, banks,
trust compani es and clearing corporations and may include certain other
organi zations. Indirect access to the DIC systemalso is available to others
such as banks, brokers, dealers and trust conpani es that clear through or
maintain a custodial relationship with a Participant, either directly or
indirectly ("Indirect Participants").

Unl ess ot herwi se provided in the rel ated Prospectus Suppl enent, investors
that are not Participants or Indirect Participants but desire to purchase, sel
or otherw se transfer ownership of, or other interests in, Book-Entry Securities
may do so only through Participants and Indirect Participants. In addition, such

investors ("Security Omers") will receive all distributions on the Book-Entry
Securities through DTC and its Participants. Under a book-entry fornat, Security
Omers will receive paynents after the related Distribution Date because, while

paynents are required to be forwarded to Cede & Co., as nom nee for
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DTC ("Cede"), on each such date, DTC will forward such paynents to its
Participants which thereafter will be required to forward themto |Indirect
Participants or Security Oamners. Unless otherw se provided in the rel ated
Prospectus Suppl ement, the only "Securityholder" (as such termis used in the
Agreerment) will be Cede, as nominee of DIC, and the Security Oaners will not be
recogni zed by the Trustee as Securityhol ders under the Agreenent. Security
Omers will be permtted to exercise the rights of Securityhol ders under the
rel ated Agreenent, Trust Agreenent or |Indenture, as applicable, only indirectly
through the Participants who in turn will exercise their rights through DTC

Under the rules, regul ations and procedures creating and affecting DIC and
its operations, DICis required to nake book-entry transfers anobng Participants
on whose behalf it acts with respect to the Book-Entry Securities and is
required to receive and transmt distributions of principal of and interest on
the Book-Entry Securities. Participants and Indirect Participants with which
Security Oaners have accounts with respect to the Book-Entry Securities
simlarly are required to make book-entry transfers and receive and transmt
such paynents on behalf of their respective Security Onmners

Because DTC can act only on behal f of Participants, who in turn act on
behal f of Indirect Participants and certain banks, the ability of a Security
Omer to pledge its interest in the Book-Entry Securities to persons or entities
that do not participate in the DTC system or otherw se take actions in respect
of its interest in the Book-Entry Securities, may be limted due to the |ack of
a physical certificate evidencing such interest.

DTC has advised the Depositor that it will take any action pernmtted to be
taken by a Securityhol der under an Agreenent only at the direction of one or
nore Participants to whose account with DIC interests in the Book-Entry
Securities are credited

Cedel bank ("CEDEL") is incorporated under the |aws of Luxenbourg as a
prof essi onal depository. CEDEL holds securities for its participating
organi zations ("CEDEL Participants") and facilitates the cl earance and
settl ement of securities transactions between CEDEL Participants through
el ectroni c book-entry changes in accounts of CEDEL Participants, thereby
elimnating the need for physical nmovement of certificates. Transactions may be
settled in CEDEL in any of 28 currencies, including United States dollars. CEDEL
provides to its CEDEL Participants, anobng other things, services for
saf ekeepi ng, adm nistration, clearance and settlement of internationally traded
securities and securities |ending and borrow ng. CEDEL interfaces with donestic
markets in several countries. As a professional depository, CEDEL is subject to
regul ati on by the Luxenbourg Monetary Institute. CEDEL Participants are
recogni zed financial institutions around the world, including underwiters,
securities brokers and deal ers, banks, trust conpanies, clearing corporations
and certain other organizations and may include the Underwiters. Indirect
access to CEDEL is also available to others, such as banks, brokers, dealers and
trust companies that clear through or maintain a custodial relationship with a
CEDEL Participant, either directly or indirectly.

The Euroclear Systemwas created in 1968 to hold securities for
partici pants of the Euroclear System ("Euroclear Participants”) and to clear and
settl e transactions between Euroclear Participants through sinmultaneous
el ectroni c book-entry delivery agai nst paynment, thereby elimnating the need for
physi cal novenent of certificates and any risk fromlack of sinultaneous
transfers of securities and cash. Transactions may now be settled in Euroclear
in any of 32 currencies, including United States dollars. The Euroclear System
i ncl udes various other services, including securities |ending and borrow ng, and
interfaces with donestic narkets in several countries generally simlar to the
arrangenents for cross-market transfers with DTC. The Eurocl ear Systemis
operated by JPMorgan Chase Bank, Brussels, Bel giumoffice (the "Euroclear
Qperator" or "Euroclear"), under contract with Euroclear C earance System S.C.,
a Bel gi an cooperative corporation (the "Euroclear Cooperative"). Al operations
are conducted by the Euroclear Operator, and all Euroclear securities clearance
accounts and Eurocl ear cash accounts are accounts with the Euroclear Operator,
not the Eurocl ear Cooperative. The Eurocl ear Cooperative establishes policy for
the Euroclear Systemon behal f of Euroclear Participants. Euroclear Participants
i ncl ude banks (including central banks), securities brokers and deal ers and
ot her professional financial internediaries and may
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include the Underwiters. Indirect access to the Euroclear Systemis al so
available to other firnms that clear through or maintain a custodial relationship
with a Euroclear Participant, either directly or indirectly.

The Euroclear Operator is the Belgian branch of a New York banking
corporation which is a menber bank of the Federal Reserve System As such, it is
regul ated and exami ned by the Board of Governors of the Federal Reserve System
and the New York State Banking Departnment, as well as the Bel gi an Banki ng
Conmi ssi on.

Securities clearance accounts and cash accounts with the Euroclear
Operator are governed by the Terns and Conditions Governing Use of Euroclear and
the related Operating Procedures of the Eurocl ear System and applicabl e Bel gi an
law (coll ectively, the "Terns and Conditions"). The Terns and Conditions govern
transfers of securities and cash within the Eurocl ear System w thdrawal of
securities and cash fromthe Euroclear System and receipts of paynents with
respect to securities in the Euroclear System All securities in the Euroclear
System are held on a fungible basis without attribution of specific certificates
to specific securities clearance accounts. The Euroclear Operator acts under the
Terms and Conditions only on behal f of Euroclear Participants and has no record
of or relationship with persons hol ding through Euroclear Participants.

Distributions with respect to Securities held through CEDEL or Euroclear
will be credited to the cash accounts of CEDEL Participants or Euroclear
Participants in accordance with the relevant system s rules and procedures, to
the extent received by its Depositary. Such distributions will be subject to tax
reporting and nay be subject to withholding in accordance with rel evant United
States tax laws and regul ations. See "Material Federal |ncome Tax Consequences”
in this Prospectus and "d obal C earance, Settlenent and Tax Docunentation
Procedures" in Annex | to the rel ated Prospectus Supplenent. CEDEL or the
Eur ocl ear Operator, as the case may be, will take any other action pernitted to
be taken by a Security under the Indenture, Trust Agreenment or Pooling and
Servi cing Agreenment, as applicable, on behalf of a CEDEL Participant or
Eurocl ear Participant only in accordance with its relevant rules and procedures
and subject to its Depositary's ability to effect such actions on its behal f
t hrough DTC.

Cede, as nominee for DTC, will hold the Securities. CEDEL and Eurocl ear
wi || hold omibus positions in the Securities on behalf of the CEDEL
Participants and the Euroclear Participants, respectively, through custoners'
securities accounts in CEDEL's and Euroclear's names on the books of their
respective depositaries (collectively, the "Depositaries"), which in turn wll
hol d such positions in custonmers' securities accounts in the Depositaries' nanes
on the books of DTC.

Transfers between DTC s participating organi zations (the "Participants")
wi Il occur in accordance with DTC rules. Transfers between CEDEL Participants
and Euroclear Participants will occur in the ordinary way in accordance with
their applicable rules and operating procedures.

Cross-market transfers between persons holding directly or indirectly
through DTC, on the one hand, and directly or indirectly through CEDEL
Participants or Euroclear Participants, on the other, will be effected in DIC in
accordance with DTC rul es on behalf of the rel evant European international
clearing systemby its Depositary; however, such cross-narket transactions wll
require delivery of instructions to the relevant European international clearing
system by the counterparty in such systemin accordance with its rules and
procedures and within its established deadlines (European tinme). The rel evant
European international clearing systemwll, if the transaction neets its
settlement requirenments, deliver instructions to its Depositary to take action
to effect final settlement on its behalf by delivering or receiving securities
in DIC, and neking or receiving paynent in accordance with nornal procedures for
sanme-day funds settlenment applicable to DTC. CEDEL Participants and Eurocl ear
Participants may not deliver instructions directly to the Depositaries.

Because of tine zone differences, credits of securities in CEDEL or
Euroclear as a result of a transaction with a Participant will be made during
t he subsequent securities settlenment processing, dated the business day
follow ng the DTIC settlement date, and such credits or any transactions in such
securities settled during such processing will be reported to the rel evant CEDEL
Participant or Euroclear Participant on such business day. Cash received in
CEDEL or Euroclear as a result of sales of securities by or
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through a CEDEL Participant or a Euroclear Participant to a Participant will be
received with value on the DIC settlenment date but will be available in the

rel evant CEDEL or Euroclear cash account only as of the business day follow ng
settlement in DTC

Al t hough DTC, CEDEL and Eurocl ear have agreed to the foregoing procedures
in order to facilitate transfers of Securities anpbng participants of DTC, CEDEL
and Euroclear, they are under no obligation to performor continue to perform
such procedures and such procedures may be discontinued at any tine.

In the event that any of DIC, CEDEL or Euroclear should discontinue its
services, the Adm nistrator woul d seek an alternative depository (if avail able)
or cause the issuance of Definitive Securities to the owners thereof or their
nom nees in the manner described in the Prospectus under "Description of the
Securities--Book Entry Registration and Definitive Securities".

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent,
Securities initially issued in book-entry formw |l be issued in fully
registered certificated formto Security Omers or their nom nees (the
"Definitive Securities"), rather than to DTC or its nomnee only if (i) the
Depositor advises the Trustee in witing that DIC is no longer willing or able
to properly discharge its responsibilities as depository with respect to the
Securities and the Depositor is unable to locate a qualified successor or (ii)
the Depositor, at its option, elects to term nate the book-entry system through
DTC.

Upon the occurrence of either of the events described in the i mediately
precedi ng paragraph, DICis required to notify all Participants of the
availability through DTC of Definitive Securities for the Security Omners. Upon
surrender by DTC of the certificate or certificates representing the Book-Entry
Securities, together with instructions for reregistration, the Trustee wll
i ssue (or cause to be issued) to the Security Omers identified in such
instructions the Definitive Securities to which they are entitled, and
thereafter the Trustee will recognize the hol ders of such Definitive Securities
as Securityhol ders under the Agreenent.

RECOMBI NABLE SECURI Tl ES
GENERAL

If provided in the related prospectus suppl enent, one or nore classes of
offered securities will be reconbinable securities. In each series that includes
reconbi nabl e securities, all of the classes of reconbinable securities listed on
the cover page of the related prospectus supplenent will be issued. Hol ders of
one or nore of the specified classes of reconbinable securities will be
entitled, upon notice and paynent to the trustee of a fee, to exchange all or a
portion of such securities for proportionate interests in one or nore of the
ot her specified classes of reconbinable securities.

The cl asses of reconbi nable securities that are exchangeable for one
another will be referred to as being "related" to one another, and rel ated
cl asses of reconbinable securities will be referred to as "Conbinations." The
Conbi nations for the reconbinable securities in a series, if any, will be
described in the prospectus supplenment for that series

The classes that are to be the basis for any such exchange will be
deposited in a separate trust fund (the "Reconbinable Securities Trust Fund")
establ i shed pursuant to a trust agreenment between a trustee and the depositor.
The trustee of the trust fund which issues the securities described in the
rel ated prospectus suppl enent nay al so serve as the trustee of the Reconbi nable
Securities Trust Fund. The Reconbi nable Securities Trust Fund initially wll
i ssue cl asses of reconbi nable securities that are identical in all respects to
the cl asses of securities deposited in such trust fund. At any tine after the
i ssuance of the reconbi nable securities, including i mediately after such
i ssuance, the classes of reconbinable securities or any portion thereof may be
exchanged for other related classes of reconbinable securities that are part of
the same Conbi nation, as specified in the related prospectus suppl enent.

Si mul taneously with such exchange, the Reconbinable Securities Trust Fund will
cancel the relevant portion or portions of the class or classes of reconbinable
securities that are being exchanged and will issue the correspondi ng
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portion or portions of the class or classes of other related reconbi nabl e
securities into which such class or classes of securities are exchangeable. Any
reconbi nabl e security received in an exchange nay be subject to an unlimted
amount of exchanges thereafter. Each reconbinable security issued by a

Reconbi nabl e Securities Trust Fund will represent a beneficial ownership
interest in the class or classes of securities deposited in such trust fund

In general, the descriptions in this prospectus of classes of securities
of a series also apply to the classes of reconbinable securities of that series
except where the context requires otherw se. For exanple, the classes of
reconbi nabl e securities of a series are entitled to receive distributions of
principal and/or interest, are issued in book-entry formor as physica
securities to securityholders in certain m nimum denoninati ons, may be provided
with various forns of credit enhancenent, and are subject to yield and
prepaynent considerations, in the same manner and to the sanme extent as are the
ot her classes of securities of such series. Simlarly, the discussions under
"ERI SA Consi derations" and "Legal Investrment"” apply to reconbinable securities
as well as securities.

EXCHANGES

The ability of a holder to exchange reconbinable securities for other
reconbi nabl e securities within a Conbination will be subject to three
constraints, as follows:

- The aggregate principal balance of the reconbinable securities received
in the exchange, immedi ately thereafter, nust equal that of the
reconbi nabl e securities surrendered for such exchange inmmediately prior
to the exchange (for this purpose, the principal balance of any
interest only class will always equal $0).

- The aggregate ampbunt of annual interest (the "Annual Interest Amount")
payable with respect to the reconbinable securities received in the
exchange nust equal that of the reconbinable securities surrendered for
exchange.

- Such classes nust be exchanged in the applicable proportions, if any,
shown in the rel ated prospectus suppl ement, which, as described bel ow,
are based at all times on the original principal balance (or origina
notional principal balances, if applicable) of such classes.

Wthin any particular series, nore than one type of Conbination may exist.
For exanple, a class of reconbinable securities with a certificate rate that
adj usts based on an index and a class of reconbi nable securities with a
certificate rate that adjusts inversely based on an index may be exchangeabl e
for a class of reconbinable securities with a fixed certificate rate. Under
anot her Conbination, a class of reconbinable securities that is a principal only
class and a class of reconbinable securities that is an interest only class my
be exchanged for a class of reconbi nable securities that is entitled to
distributions of both principal and interest. Further, a class of reconbinable
securities that accretes all of its interest for a period (such accreted
interest being added to the principal of such class) and a class of reconbi nabl e
securities that is entitled to principal paynents from such accretions may be
exchanged for a class of reconbinable securities that is entitled to paynents of
interest continuously fromthe first distribution date until the principa
bal ance thereof has been reduced to zero. Under another Conbination, a class of
reconbi nabl e securities that is entitled to principal paynents in accordance
with a schedule or a planned anortization class and a class of reconbinable
securities that is entitled to principal paynents on any distribution date only
i f schedul ed paynents have been nade on the planned anortization class may be
exchanged for a class of reconbinable securities that is entitled to principa
paynents continuously fromthe first distribution date on which it receives
principal until the principal balance thereof has been reduced to zero and that
al so receives a coupon. The foregoi ng exanpl es describe only sone of the types
of Conbinations that are possible.

Set forth bel ow are additional exanples that illustrate in sinple
mat henmatical terns how certain Conbinations m ght operate. The first exanple
illustrates a Conbination of a floating rate reconbinable
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security and an inverse floating rate reconbi nable security which are
exchangeabl e for a single class of reconbinable securities with a fixed interest
rate:

MAXI MUM
ORI G NAL ORI G NAL
PRI NCI PAL PRI NCI PAL | NTEREST
CLASS AMOUNT I NTEREST RATES MAX RATE M N RATE  CLASS AMOUNT RATES
RS- 1 $10, 000, 000 LI BOR* + 0.55% 8.50% 0. 55% RS- 3 $20, 000, 000 4.25%

RS- 2 $10, 000, 000 7.95% - LIBOR 7.95% 0. 00%

* For purposes of this exanple, LIBOR shall be equal to 1.375% per annum

The followi ng exanple illustrates a Combination in which reconbinable
securities of a principal only class and reconbi nable securities of an interest
only class are exchanged for reconbinable securities of a class that are
entitled to distributions of principal and interest:

ORI G NAL MAXI MUM ORI Gl NAL
CLASS PRI NCI PAL  AMOUNT | NTEREST RATES CLASS PRI NCI PAL  AMOUNT | NTEREST RATES
RS- 10O $10, 000, 000 10% RS- 3 $10, 000, 000 10%
(notional)
RS- PO* * $10, 000, 000 0%

* Cass RS-10is an interest only certificate and will receive no principal
payments.

** Class RS-POis a principal only certificate and will receive no interest
paynents.

In sone series, a Conbination may include a nunber of classes of
reconbi nabl e securities that may be exchanged for one another and that wll
enabl e a hol der of one of the classes of reconbinable securities to exchange it
for another class of reconbinable securities with a higher or |ower certificate
rate. Such a Conbination would require the creation of additional classes of
reconbi nabl e securities that pay down on a pro rata basis. The followi ng table
illustrates various Conbinations for a single class of reconbinable securities
having a principal balance of $40,000,000 and a certificate rate of 8.50% per
annum

ORI G NAL MAXI MUM ORI G NAL
CLASS PRI NCI PAL AMOUNT I NTEREST RATES CLASS PRI NCl PAL AMOUNT | NTEREST RATES

RS- 4 $40, 000, 000 8.50% RS-5 $15, 000, 000 6. 50%
RS- 6 $25, 000, 000 9. 00%
RS- 7* $ 2,187,500 8. 00%

(notional)
RS- 4 $40, 000, 000 8.50% RS-8 $23, 000, 000 9. 50%
RS- 9 $12, 500, 000 9.72%
RS- 10** $ 4,500, 000 0. 00%

* Class RS-7 is an interest only certificate and will receive no principal
payments.

** Class RS-10 is a principal only certificate and will receive no interest
payments.

The foregoing table shows the naxi mum anmount of each other class of
recombi nabl e securities that can be created fromthe related C ass RS-4
reconbi nabl e security. Such Conbinations could not exist concurrently in their
mexi mum anmounts, as any Conbination is limted to the amunt of principal and
interest distributable on the related reconbinable security to be exchanged. One
net hod of cal cul ating the maxi mum amount that can be created in a specific
Conbi nation is to determine the Annual Interest Anount applicable to the
reconbi nabl e security to be exchanged, and divide such interest amount by the
coupon of the desired reconbinable security. The resulting principal balance can
in no case be greater than the principal balance of reconbinable securities to
be exchanged. Using the first Conbination in the foregoing table, if the hol der
of the Class RS-4 reconbinable security desires to create the Cass RS-5 and
Cl ass RS-6 reconbi nable securities, the holder would al so have to create an
interest only reconbinable
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security, Cass RS-7. Since the Annual Interest Ampunt of the Class RS-4

reconbi nabl e security is equal to $3,400,000 and the Annual Interest Anpunt for
the G ass RS-5 reconbi nable security and the O ass RS-6 reconbi nable security is
equal to $975,000 and $2, 250, 000, respectively, the holder of the Cass RS-4
reconbi nabl e security would have to create the Cass RS-7 interest only
certificate to receive the renaining $175,000 of interest. The notional anmount
of the Cass RS-7 reconbinable securities would be cal cul ated by dividing the
Annual Interest Ampunt ($175,000) by the certificate rate applicable thereto
(8.00% to determine the notional anount ($2,187,500).

Simlarly, if the holder of the Cass RS-4 reconbinable security desires
to create the Class RS-8 and C ass RS-9 reconbi nabl e securities, the hol der of
the Class RS-4 reconbinable security would have to create a principal only
reconbi nabl e security, Cass RS-10, in order to ensure that the principal anpunt
of the C ass RS-4 reconbinable security ($40,000,000) was maintained after the
exchange and that the Annual Interest Amount applicable to the Cass RS-4
reconbi nabl e security ($3,400,000) was conpletely utilized. The sum of the
princi pal ambunt of the Class RS-8 reconbinable security ($23,500,000) and the
princi pal ampunt of the Class RS-9 reconbinable security ($12,500,000) is equa
to $35,500,000. The sum of the Annual I|nterest Anpunt applicable to the O ass
RS- 8 reconbi nabl e security ($2,185,000) and the Annual Interest Amount
applicable to the Cass RS-9 reconbi nabl e security ($1,215,000) is equal to
$3, 400, 000. Since the total ampunt of Annual Interest applicable to the O ass
RS- 4 reconbi nabl e security has been utilized, the O ass RS-10 reconbi nabl e
security would not be entitled to interest, but would be required to have a
princi pal bal ance of $4,500, 000

The foregoi ng exanpl es highlight various Conbi nati ons of reconbi nabl e
securities which differ in interest characteristics (i.e., interest only
classes, principal only classes and classes which are entitled to distributions
of principal and interest). In certain series, a securityholder may al so be able
to exchange its reconbinable securities for other reconbinable securities that
have different principal paynent characteristics. For exanple, an exchange of
two or nore classes of reconbinable securities for a single class of
reconbi nabl e securities may result in a reconbinable security with the aggregate
princi pal payment characteristics of the classes of reconbinable securities for
which it was exchanged. In addition, in certain series, reconbinable securities
may be exchangeabl e for other reconbi nable securities with different credit
characteristics. For exanple, a class that is senior in priority of payment may
be combined with a subordinated class, to create a new class with the aggregate
credit characteristics of the two classes that were conbi ned

At any given tine, a nunmber of factors will linit a securityholder's
ability to exchange reconbi nable securities for other reconbi nable securities. A
securityhol der nmust, at the time of the proposed exchange, own the class or
cl asses which are permitted to be exchanged in the proportions necessary to
effect the desired exchange. A securityholder that does not own such class or
cl asses or the necessary ampunts of such class or classes may not be able to
obtain the desired class or classes of reconbinable securities. The
securityhol der of a class of reconbinable securities may be unable or unwlling
to sell such securities or the sale of such reconbinable securities may be
subject to certain transfer restrictions inposed by the structure of the
transaction or applicable law, such as the Enployee Retirenent |ncone Security
Act of 1974, as anmended ("ERISA"). In addition, the ampunt and tim ng of
princi pal paynments to the securityholders will, over tine, diminish the amounts
avai l abl e for a desired exchange

PROCEDURES AND EXCHANGE PROPORTI ONS

To effect an exchange, a securityholder nust notify the trustee or follow
ot her procedures as described in the related prospectus supplenent. The
securityhol der nmust give such notice in witing or by telefax not later than
five business days before the proposed exchange date (which date, subject to the
trustee's approval, can be any business day other than the first or |ast
busi ness day of the nonth) or as otherw se specified in the rel ated prospectus
suppl ement. The notice nust include the outstanding principal (or notiona
principal) amount of the securities to be exchanged and the securities to be
recei ved, and the proposed exchange date. Pronptly after the securityhol der has
given the required notice, the trustee will provide instructions for delivering
the securities and the paynent of the administrative fee to the trustee by

34



wire transfer. A securityholder's notice becomes irrevocable on the second
busi ness day before the proposed exchange date or as otherw se specified in the
rel ated prospectus suppl enent.

An exchangi ng securityholder will pay an admnistrative fee to the trustee
in connection with each exchange as specified in the rel ated prospectus
suppl ement. In the case of reconbinable securities issued in book-entry form
any exchanges will be subject to the rules, regulations and procedures
applicable to DTC s book-entry securities.

Wher e exchange proportions are shown in the rel ated prospectus suppl enment
for classes of reconbinable securities, the Issuer will follow the convention of
basi ng such proportions on the original, rather than on the outstanding
principal or notional principal amunts of such classes. |f such classes receive
princi pal paynents pro rata with each other, the exchange proportions also wll
apply to their outstanding principal amounts. |If such classes do not receive
princi pal paynments pro rata with each other, an investor can cal culate current
exchange proportions for such classes, based on their outstanding principa
amounts, by (1) nmultiplying the exchange proportion shown in the rel ated
prospectus suppl enent for each such class by its current Cass Factor (as
defined below) and (2) dividing each resulting percentage by the sum of such
percentages. The trustee will include the O ass Factor for each class of
out st andi ng reconbi nabl e securities having a principal anpbunt in the statenents
it furnishes to securityholders in connection with each distribution date. The
current Class Factor also will be available to securityholders fromthe
depositor or the trustee upon request as specified in the related prospectus
suppl ement. The "Class Factor" for any nonth will be a truncated seven-digit
deci mal which, when nmultiplied by the original principal amount of that class,
will equal its remaining principal anmount, after giving effect to any paynent of
(or addition to) principal to be made on the distribution date in the follow ng
month. A Class Factor for each interest only class having a notional principa
anount will be included in the statenents the trustee furnishes to
securityholders in connection with each distribution date and also will be
avail able to securityholders fromthe depositor or the trustee upon request as
specified in the rel ated prospectus supplenent. Such a Cass Factor will reflect
the remaining notional principal amount of the interest only class in an
anal ogous manner.

The first payment on a reconbinable security received in an exchange
transaction will be nade on the distribution date in the nmonth follow ng the
nonth of the exchange or as specified in the related prospectus suppl enent. Such
paynment will be made to the securityhol der of record as of the applicable record
date.

DESCRI PTI ON OF THE AGREEMENTS
AGREEMENTS APPLI CABLE TO A SERI ES

REM C Certificates, Gantor Trust Certificates. Certificates that are
REM C Certificates, Grantor Trust Certificates or indebtedness for tax purposes
will be issued, and the related Trust Fund will be created, pursuant to a
pooling and servicing agreenment (a "Pooling and Servicing Agreenent") anong the
Depositor, the Master Servicer and the Trustee. The Assets of such Trust Fund
will be transferred to the Trust Fund and thereafter serviced in accordance with
the terns of the Pooling and Servicing Agreement. In the context of the
conveyance and servicing of the related Assets, the Pooling and Servicing
Agreerment or the Trust Agreement, as applicable, may be referred to herein as
the "Agreement". |f specified in the related Prospectus Supplenment, certificates
that are REM C Certificates, Gantor Trust Certificates or indebtedness for tax
purposes will be issued, and the related Trust Fund will be created, pursuant to
a Trust Agreenment (a "Trust Agreenment") between the Depositor and the Trustee
Unl ess otherwi se described in the related Prospectus Supplenent, the Assets of
such Trust Fund will be serviced by one or nobre Master Servicers or servicers
pursuant to one or nore servicing agreements between the Trustee and the Master
Servicer or servicer, as applicable (each, a "Servicing Agreenent"), each of
which may also be referred to herein as the "Agreenent”. |If the Assets of the
Trust Fund for such a series consists only of Governnent Securities or MBS, such
Assets will be conveyed to the Trust Fund and adm nistered

35



pursuant to a Trust Agreenment between the Depositor and the Trustee, which may
also be referred to herein as the "Agreenment”.

Certificates That Are Partnership Interests for Tax Purposes and
Notes. Certificates that are partnership interests for tax purposes will be
i ssued, and the related Trust Fund will be created, pursuant to a Trust
Agreenment between the Depositor and the Trustee. The Assets of the related Trust
Fund will be transferred to the Trust Fund and thereafter serviced in accordance
with a servicing agreenent (a "Servicing Agreenent") anong the Depositor, the
Servicer and the Trustee. In the context of the conveyance and servicing of the
rel ated Assets, a Servicing Agreenent may be referred to herein as the
"Agreenment .

A series of Notes issued by a Trust Fund will be issued pursuant to the
indenture (the "Indenture") between the related Trust Fund and an indenture
trustee (the "Indenture Trustee") named in the related Prospectus Suppl enent.

Not wi t hst andi ng the foregoing, if the Assets of a Trust Fund consist only
of MBS or Governnent Securities, such Assets will be conveyed to the Trust Fund
and adm ni stered in accordance with the ternms of the Trust Agreenment, which in
such context may be referred to herein as the Agreenent.

General. Any Master Servicer and the Trustee with respect to any series of
Securities will be named in the related Prospectus Supplenent. In any series of
Securities for which there are multiple Master Servicers, there may al so be
nmul ti pl e Mortgage Loan Groups, each corresponding to a particular Master
Servicer; and, if the related Prospectus Suppl ement so specifies, the servicing
obligations of each such Master Servicer will be l[imted to the Whole Loans in
such correspondi ng Mortgage Loan Group. In lieu of appointing a Master Servicer
a servicer may be appointed pursuant to the Agreenment for any Trust Fund. Such
servicer will service all or a significant nunber of Whole Loans directly
wi thout a Sub-Servicer. Unless otherw se specified in the related Prospectus
Suppl ement, the obligations of any such servicer shall be comensurate with
those of the Master Servicer described herein. References in this Prospectus to
Master Servicer and its rights and obligations, unless otherw se specified in
the rel ated Prospectus Suppl ement, shall be deened to al so be references to any
servi cer servicing Wole Loans directly. A manager or adm nistrator may be
appoi nted pursuant to the Trust Agreenent for any Trust Fund to adm nister such
Trust Fund. The provisions of each Agreement will vary dependi ng upon the nature
of the Securities to be issued thereunder and the nature of the related Trust
Fund. Forns of a Pooling and Servicing Agreenent, a Sale and Servici ng Agreenent
and a Trust Agreenent have been filed as exhibits to the Registration Statenent
of which this Prospectus is a part.

The foll owi ng summari es describe certain provisions that may appear in
each Agreenent. The Prospectus Supplenent for a series of Securities wll
descri be any provision of the Agreenent relating to such series that materially
differs fromthe description thereof contained in this Prospectus. The summaries
do not purport to be conplete and are subject to, and are qualified in their
entirety by reference to, all of the provisions of the Agreenment for each Trust
Fund and the description of such provisions in the rel ated Prospectus
Suppl ement. As used herein with respect to any series, the term"Security"
refers to all of the Securities of that series, whether or not offered hereby
and by the related Prospectus Suppl enent, unless the context otherw se requires
The Depositor will provide a copy of the Agreenent (without exhibits) relating
to any series of Securities without charge upon witten request of a holder of a
Security of such series addressed to Merrill Lynch Mrtgage |Investors, Inc., 250
Vesey Street, Wirld Financial Center, North Tower, 10th Fl oor, New York, New
York 10281-1310. Attention: Jack Ross.

ASSI GNMVENT OF ASSETS; REPURCHASES

At the time of issuance of any series of Securities, the Depositor wll
assign (or cause to be assigned) to the designated Trustee the Assets to be
included in the related Trust Fund, together with all principal and interest to
be received on or with respect to such Assets after the Cut-off Date, other than
principal and interest due on or before the Cut-off Date and other than any
Retained Interest. The Trustee will, concurrently with such assignnent, deliver
the Securities to the Depositor in exchange for the Assets and the other assets
conprising the Trust Fund for such series. Each Asset will be identified in a
schedul e

36



appearing as an exhibit to the related Agreenment. Unl ess otherw se provided in
the rel ated Prospectus Supplenent, such schedule will include detailed
information (i) in respect of each Wole Loan included in the related Trust

Fund, including without limtation, the address of the related Mrtgaged
Property and type of such property, the Mdrtgage Rate and, if applicable, the
appl i cabl e index, margin, adjustnment date and any rate cap information, the
original and remaining termto maturity, the original and outstanding principal
bal ance and bal | oon paynent, if any, the Value and Loan-to-Value Ratio as of the
date indicated and paynent and prepaynent provisions, if applicable; and (ii) in
respect of each MBS included in the related Trust Fund, including w thout
limtation, the MBS |Issuer, MBS Servicer and MBS Trustee, the pass-through or
bond rate or formula for determning such rate, the issue date and original and
remaining termto maturity, if applicable, the original and outstanding

princi pal amount and paynent provisions, if applicable.

Wth respect to each Wole Loan, except as otherw se specified in the
rel ated Prospectus Suppl enent, the Depositor will deliver or cause to be
delivered to the Trustee (or to the custodian hereinafter referred to) certain
| oan docunents, which unless otherw se specified in the rel ated Prospectus
Suppl ement will include the original Mrtgage Note endorsed, without recourse,
in blank or to the order of the Trustee, the original Mrtgage (or a certified
copy thereof) with evidence of recording indicated thereon and an assi gnment of
the Mortgage to the Trustee in recordable form Notw thstanding the foregoing, a
Trust Fund may include Mortgage Loans where the original Mrtgage Note is not
delivered to the Trustee if the Depositor delivers to the Trustee or the
custodi an a copy or a duplicate original of the Mrtgage Note, together with an
affidavit certifying that the original thereof has been |ost or destroyed. Wth
respect to such Mortgage Loans, the Trustee (or its nom nee) may not be able to
enforce the Mortgage Note against the related borrower. Unless otherw se
specified in the rel ated Prospectus Suppl ement, the Asset Seller wll be
required to agree to repurchase, or substitute for, each such Mrtgage Loan that
is subsequently in default if the enforcenent thereof or of the related Mrtgage
is materially adversely affected by the absence of the original Mrtgage Note.
Unl ess otherwi se provided in the related Prospectus Suppl enent, the rel ated
Agreement will require the Depositor or another party specified therein to
pronptly cause each such assignment of Mrtgage to be recorded in the
appropriate public office for real property records, except in the State of
California or in other states where, in the opinion of counsel acceptable to the
Trustee, such recording is not required to protect the Trustee's interest in the
rel ated Whol e Loan against the claimof any subsequent transferee or any
successor to or creditor of the Depositor, the Master Servicer, the rel evant
Asset Seller or any other prior holder of the Whole Loan.

The Trustee (or a custodian) will review such Wole Loan docunents within
a specified period of days after receipt thereof, and the Trustee (or a
custodi an) will hold such docunents in trust for the benefit of the
Certificatehol ders. Unless otherw se specified in the rel ated Prospectus
Suppl ement, if any such docunent is found to be mssing or defective in any
mat eri al respect, the Trustee (or such custodian) shall imediately notify the
Master Servicer and the Depositor, and the Master Servicer shall imediately
notify the rel evant Asset Seller. If the Asset Seller cannot cure the om ssion
or defect within a specified nunber of days after receipt of such notice, then
unl ess otherwi se specified in the rel ated Prospectus Suppl ement, the Asset
Seller will be obligated, within a specified nunber of days of receipt of such
notice, to repurchase the related Whole Loan fromthe Trustee at the Purchase
Price or substitute for such Mdrtgage Loan. There can be no assurance that an
Asset Seller will fulfill this repurchase or substitution obligation, and
nei ther the Master Servicer nor the Depositor will be obligated to repurchase or
substitute for such Mrtgage Loan if the Asset Seller defaults onits
obligation. Unless otherw se specified in the related Prospectus Suppl ement,
this repurchase or substitution obligation constitutes the sole renedy avail able
to the Certificateholders or the Trustee for omission of, or a material defect
in, a constituent docunent. To the extent specified in the rel ated Prospectus
Suppl ement, in lieu of curing any onission or defect in the Asset or
repurchasing or substituting for such Asset, the Asset Seller may agree to cover
any | osses suffered by the Trust Fund as a result of such breach or defect.

Not wi t hst andi ng t he precedi ng two paragraphs, unless otherw se specified
in the rel ated Prospectus Suppl enent, the docunents with respect to Hone Equity
Loans, Home | nprovenent Contracts and Manufactured Housing Contracts will not be
delivered to the Trustee (or a custodian), but will be
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retained by the Master Servicer, which may al so be the Asset Seller. In
addition, assignnents of the related Mortgages to the Trustee will not be
recorded, unless otherw se provided in the rel ated Prospectus Suppl enent.

Wth respect to each Governnent Security or MBS in certificated form the
Depositor will deliver or cause to be delivered to the Trustee (or the
custodi an) the original certificate or other definitive evidence of such
Government Security or MBS, as applicable, together with bond power or other
instrunents, certifications or docunents required to transfer fully such
CGovernment Security or MBS, as applicable, to the Trustee for the benefit of the
Certificateholders. Wth respect to each Government Security or MBS in
uncertificated or book-entry formor held through a "clearing corporation”
within the nmeaning of the UCC, the Depositor and the Trustee will cause such
Government Security or MBS to be registered directly or on the books of such
clearing corporation or of one or nore securities internmediaries in the nane of
the Trustee for the benefit of the Securityhol ders. Unless otherw se provided in
the rel ated Prospectus Supplenent, the related Agreement will require that
either the Depositor or the Trustee pronptly cause any MBS and Gover nnent
Securities in certificated formnot registered in the nane of the Trustee to be
re-registered, with the applicable persons, in the nane of the Trustee

REPRESENTATI ONS AND WARRANTI ES; REPURCHASES

Unl ess ot herwi se provided in the rel ated Prospectus Suppl enent the
Depositor will, with respect to each Wol e Loan, assign certain representations
and warranties, as of a specified date (the person making such representations
and warranties, the "Warranting Party") covering, by way of exanple, the
follow ng types of matters:

(i) the accuracy of the information set forth for such Wole Loan on
the schedul e of Assets appearing as an exhibit to the rel ated
Agr eenent ;

(ii) the existence of title insurance insuring the lien priority of the
Whol e Loan;

(iii) the authority of the Warranting Party to sell the Wole Loan
(iv) the payment status of the Whol e Loan

(v) in the case of a Wole Loan, the existence of custonmary provisions
inthe related Mortgage Note and Mortgage to pernmit realization
agai nst the Mortgaged Property of the benefit of the security of
t he Mortgage; and

(vi) the exi stence of hazard and extended perils insurance coverage on
the Mortgaged Property.

Any Warranting Party shall be an Asset Seller or an affiliate thereof or
such ot her person acceptable to the Depositor and shall be identified in the
rel ated Prospectus Suppl enent.

Representations and warranti es nade in respect of a Wole Loan nmay have
been made as of a date prior to the applicable Cut-off Date. A substantial
period of time may have el apsed between such date and the date of initia
i ssuance of the related series of Certificates evidencing an interest in such
Whol e Loan. Unless otherw se specified in the related Prospectus Supplenent, in
the event of a breach of any such representation or warranty, the Warranting
Party will be obligated to reinburse the Trust Fund for |osses caused by any
such breach or either cure such breach or repurchase or replace the affected
Whol e Loan as described below. Since the representations and warranti es nay not
address events that may occur following the date as of which they were nade, the
Warranting Party will have a reimbursenment, cure, repurchase or substitution
obligation in connection with a breach of such a representati on and warranty
only if the relevant event that causes such breach occurs prior to such date
Such party woul d have no such obligations if the rel evant event that causes such
breach occurs after such date

Unl ess ot herwi se provided in the rel ated Prospectus Suppl enent, each
Agreement will provide that the Master Servicer and/or Trustee will be required
to notify pronptly the relevant Warranting Party of any breach of any
representation or warranty nade by it in respect of a Wwole Loan that nmaterially
and adversely affects the value of such Whole Loan or the interests therein of
the Securityholders. If such
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Warranting Party cannot cure such breach within a specified period follow ng the
date on which such party was notified of such breach, then such Warranting Party
will be obligated to repurchase such Wiole Loan fromthe Trustee within a
specified period fromthe date on which the Warranting Party was notified of
such breach, at the Purchase Price therefor. As to any Wol e Loan, unless

ot herwi se specified in the related Prospectus Supplenent, the "Purchase Price"
is equal to the sumof the unpaid principal balance thereof, plus unpaid accrued
interest thereon at the Mrtgage Rate fromthe date as to which interest was

| ast paid to the due date in the Due Period in which the rel evant purchase is to
occur, plus certain servicing expenses that are reinbursable to the Master
Servicer. If so provided in the Prospectus Supplenent for a series, a Warranting
Party, rather than repurchase a Wole Loan as to which a breach has occurred,
will have the option, within a specified period after initial issuance of such
series of Certificates, to cause the renoval of such Whole Loan fromthe Trust
Fund and substitute in its place one or nore other Wole Loans in accordance
with the standards described in the related Prospectus Supplenment. If so
provided in the Prospectus Supplenent for a series, a Warranting Party, rather
than repurchase or substitute a Whole Loan as to which a breach has occurred,

wi Il have the option to reinburse the Trust Fund or the Securityholders for any
| osses caused by such breach. Unl ess otherw se specified in the rel ated

Prospect us Suppl enent, this reinbursenent, repurchase or substitution obligation
will constitute the sole renedy available to holders of Securities or the
Trustee for a breach of representation by a Warranting Party.

Nei t her the Depositor (except to the extent that it is the Warranting
Party) nor the Master Servicer will be obligated to purchase or substitute for a
Whol e Loan if a Warranting Party defaults on its obligation to do so, and no
assurance can be given that Warranting Parties will carry out such obligations
with respect to Wol e Loans.

Unl ess otherwi se provided in the related Prospectus Suppl enent the
Warranting Party will, with respect to a Trust Fund that includes Governnent
Securities or MBS, make or assign certain representations or warranties, as of a
specified date, with respect to such Government Securities or MBS, covering the
accuracy of the information set forth therefor on the schedul e of Assets
appearing as an exhibit to the rel ated Agreenment and covering the authority of
the Warranting Party to sell such Assets. The rel ated Prospectus Supplenment will
describe the renedies for a breach thereof.

A Master Servicer will make certain representations and warranties
regarding its authority to enter into, and its ability to performits
obligations under, the related Agreement. A breach of any such representation of
the Master Servicer which materially and adversely affects the interests of the
Certificatehol ders and which continues unrenedi ed for the number of days
specified in the Agreenent after the giving of witten notice of such breach to
the Master Servicer by the Trustee or the Depositor, or to the Master Servicer,
the Depositor and the Trustee by the holders of Certificates evidencing not |ess
than 25% of the Voting Rights (unless otherw se specified in the related
Prospectus Supplenment), will constitute an Event of Default under such Pooling
and Servicing Agreenment. See "Events of Default" and "Rights Upon Event of
Defaul t".

COLLECTI ON ACCOUNT AND RELATED ACCOUNTS
Cener al

The Master Servicer and/or the Trustee will, as to each Trust Fund,
establish and nmaintain or cause to be established and mai ntai ned one or nore
separate accounts for the collection of paynments on the related Assets
(collectively, the "Collection Account"), which nmust be either

(i) an account or accounts the deposits in which are insured by the
Federal Deposit |nsurance Corporation ("FDIC') (to the limts
established by the FDIC) and, if so specified in the rel ated
Prospect us Suppl enent, the uninsured deposits in which are otherw se
secured such that the Trustee have a claimw th respect to the funds
in the Collection Account or a perfected first priority security
i nterest against any collateral securing such funds that is superior
to the clainms of any other depositors or general creditors of the
institution with which the Collection Account is naintained or
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(ii) ot herwi se mai ntained with a bank or trust conpany, and in a manner,
satisfactory to the Rating Agency or Agencies rating any class of
Securities of such series

The collateral eligible to secure amounts in the Collection Account is
limted to United States governnent securities and other investnent grade
obligations specified in the Agreement ("Permtted |Investnments"). A Collection
Account may be nmaintained as an interest bearing or a non-interest bearing
account and the funds held therein may be invested pending each succeedi ng
Distribution Date in certain short-termPermitted Investments. Unless otherw se
provided in the related Prospectus Suppl ement, any interest or other incone
earned on funds in the Collection Account will be paid to a Master Servicer or
its designee as additional servicing conpensation. The Collection Account may be
maintained with an institution that is an affiliate of the Master Servicer, if
applicable, provided that such institution neets the standards inposed by the
Rating Agency or Agencies. If permtted by the Rating Agency or Agencies and so
specified in the rel ated Prospectus Supplenment, a Collection Account nmay contain
funds relating to nmore than one series of nortgage pass-through certificates and
may contain other funds respecting paynents on nortgage | oans belonging to the
Mast er Servicer or serviced or naster serviced by it on behal f of others.

Deposits

A Master Servicer or the Trustee will deposit or cause to be deposited in
the Coll ection Account for one or nore Trust Funds on a daily basis, unless
otherwi se provided in the related Agreenent, the followi ng paynents and
col l ections received, or advances made, by the Master Servicer or the Trustee or
on its behal f subsequent to the Cut-off Date (other than payments due on or
before the Cut-off Date, and exclusive of any anmounts representing a Retained
Interest):

(i) al | paynments on account of principal, including principa
prepaynents, on the Assets

(i) all payments on account of interest on the Assets, including any
default interest collected, in each case net of any portion
thereof retained by a Master Servicer or a Sub-Servicer as its
servi ci ng conpensation and net of any Retained Interest;

(iii) all proceeds of the hazard insurance policies to be maintained in
respect of each Mortgaged Property securing a Whole Loan in the
Trust Fund (to the extent such proceeds are not applied to the
restoration of the property or released to the nortgagor in
accordance with the normal servicing procedures of a Master
Servicer or the related Sub-Servicer, subject to the terns and
conditions of the related Mirtgage and Mrtgage Note)
(collectively, "lInsurance Proceeds") and all other anounts
received and retained in connection with the |iquidation of
defaul ted Mdortgage Loans in the Trust Fund, by forecl osure or
ot herwi se ("Liquidation Proceeds"), together with the net
proceeds on a nonthly basis with respect to any Mortgaged
Properties acquired for the benefit of Securityhol ders by
foreclosure or by deed in lieu of foreclosure or otherw se

(iv) any amobunts paid under any instrument or drawn from any fund that
constitutes Credit Support for the related series of Securities as
descri bed under "Description of Credit Support";

(v) any advances nmade as described under "Description of the
Securities--Advances in Respect of Delinquencies"”;

(vi) any anounts paid under any Cash Fl ow Agreenent, as described under
"Description of the Trust Funds--Cash Fl ow Agreenents";

(vii) all proceeds of any Asset or, with respect to a Wole Loan
property acquired in respect thereof purchased by the Depositor,
any Asset Seller or any other specified person as described under
"Assignment of Assets; Repurchases" and "Representations and
Warranties; Repurchases," all proceeds of any defaul ted Mortgage
Loan purchased as described under "Realization Upon Defaulted
Whol e Loans," and all proceeds of any Asset
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(viii)

(i x)

(x)

(xi)

(xii)

W t hdr awal s

purchased as descri bed under "Description of the
Securities--Term nation" (also, "Liquidation Proceeds");

any ampbunts paid by a Master Servicer to cover certain interest
shortfalls arising out of the prepayment of Whole Loans in the
Trust Fund as described under "Description of the
Agreenent s-- Retained Interest; Servicing Conpensation and Paynent
of Expenses";

to the extent that any such item does not constitute additiona
servi cing conpensation to a Master Servicer, any payments on
account of nodification or assunption fees, |ate paynent charges
or prepaynent prem uns on the Mortgage Assets;

all paynments required to be deposited in the Collection Account
with respect to any deductible clause in any bl anket insurance
policy described under "Hazard |nsurance Policies";

any amount required to be deposited by a Master Servicer or the
Trustee in connection with |osses realized on investnents for the
benefit of the Master Servicer or the Trustee, as the case may be
of funds held in the Collection Account; and

any other ampunts required to be deposited in the Collection
Account as provided in the related Agreenent and described in the
rel ated Prospectus Suppl enent.

A Master Servicer or the Trustee may, fromtinme to tinme, unless otherw se
specified in the related Prospectus Supplenment or the related Agreenent, nake
wi thdrawal s fromthe Collection Account for each Trust Fund for any of the
fol |l ow ng purposes:

(1)

(i)

(iii)

(iv)

to make distributions to the Securityholders on each Distribution
Dat e;

to reinmburse a Master Servicer for unreinbursed anmpbunts advanced
as described under "Description of the Securities--Advances in
Respect of Delinquencies," such rei nbursenment to be nade out of
anmounts recei ved which were identified and applied by the Master
Servicer as late collections of interest (net of related
servicing fees and Retained Interest) on and principal of the
particul ar Whole Loans with respect to which the advances were
made or out of anpunts drawn under any formof Credit Support
with respect to such Wol e Loans;

to reinmburse a Master Servicer for unpaid servicing fees earned
and certain unreinbursed servicing expenses incurred with
respect to Wol e Loans and properties acquired in respect
thereof, such reinbursement to be nade out of anpunts that
represent Liquidation Proceeds and | nsurance Proceeds coll ected
on the particular Wole Loans and properties, and net inconme
collected on the particular properties, with respect to which
such fees were earned or such expenses were incurred or out of
amounts drawn under any formof Credit Support with respect to
such Wol e Loans and properties

to reinmburse a Master Servicer for any advances described in
clause (ii) above and any servicing expenses described in clause
(iii) above which, in the Master Servicer's good faith judgnent,
wi Il not be recoverable fromthe anpunts described in clauses
(ii) and (iii), respectively, such reinbursement to be made from
amounts coll ected on other Assets or, if and to the extent so
provided by the rel ated Agreenent and described in the related
Prospect us Suppl enent, just fromthat portion of anpunts
collected on other Assets that is otherw se distributable on one
or nore classes of Subordinate Securities, if any remain

out standi ng, and ot herw se any outstanding class of Securities,
of the related series
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(v)

(vi)

(vii)

(viii)

(ix)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

if and to the extent described in the rel ated Prospectus
Suppl ement, to pay a Master Servicer interest accrued on the
advances described in clause (ii) above and the servicing
expenses described in clause (iii) above while such remain
out st andi ng and unrei nbur sed;

to reinmburse a Master Servicer, the Depositor, or any of their
respective directors, officers, enployees and agents, as the case
may be, for certain expenses, costs and liabilities incurred
thereby, as and to the extent described under "Certain Matters
Regarding a Master Servicer and the Depositor"”;

if and to the extent described in the related Prospectus
Suppl enment, to pay (or to transfer to a separate account for
pur poses of escrowi ng for the paynent of) the Trustee's fees;

to reinmburse the Trustee or any of its directors, officers,
enpl oyees and agents, as the case may be, for certain expenses,
costs and liabilities incurred thereby, as and to the extent
described under "Certain Matters Regarding the Trustee";

unl ess otherw se provided in the rel ated Prospectus Suppl enent,
to pay a Master Servicer, as additional servicing conpensation,
interest and investnent incone earned in respect of anmpunts held
in the Collection Account;

to pay the person entitled thereto any anpunts deposited in the
Col | ection Account that were identified and applied by the Master
Servicer as recoveries of Retained Interest;

to pay for costs reasonably incurred in connection with the
proper nenagenent and mai ntenance of any Mrtgaged Property
acquired for the benefit of Securityholders by foreclosure or by
deed in lieu of foreclosure or otherw se, such paynents to be
made out of income received on such property;

if one or nore elections have been made to treat the Trust Fund
or designated portions thereof as a REMC, to pay any federal,
state or local taxes inposed on the Trust Fund or its assets or
transactions, as and to the extent described under "Material
Federal |ncone Tax Consequences-- REM Cs- - Prohi bited Transactions
Tax and O her Taxes";

to pay for the cost of an independent appraiser or other expert
in real estate matters retained to determne a fair sale price
for a defaulted Wiole Loan or a property acquired in respect
thereof in connection with the liquidation of such Wole Loan or

property;

to pay for the cost of various opinions of counsel obtained
pursuant to the related Agreenent for the benefit of
Securi tyhol ders;

to pay for the costs of recording the related Agreenent if such
recordation materially and beneficially affects the interests of
Securi tyhol ders, provided that such paynent shall not constitute
a waiver with respect to the obligation of the Warranting Party
to renedy any breach of representation or warranty under the

Agr eenent ;

to pay the person entitled thereto any anpunts deposited in the
Col I ection Account in error, including amounts received on any
Asset after its renoval fromthe Trust Fund whether by reason of
purchase or substitution as contenplated by "Assignment of
Assets; Repurchase" and "Representations and Warranties;

Repur chases" or otherw se;

to make any other withdrawals permtted by the rel ated
Agr eenent ; and

to clear and terminate the Collection Account at the term nation
of the Trust Fund.

O her Collection Accounts

Notwi t hstanding the foregoing, if so specified in the related Prospectus
Suppl ement, the Agreenent for any series of Securities may provide for the
establ i shment and mai ntenance of a separate collection account into which the
Master Servicer or any related Sub-Servicer will deposit on a daily basis the
anmounts described under "--Deposits" above for one or nore series of Securities.
Any armpunts on deposit
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in any such collection account will be wi thdrawn therefrom and deposited into
the appropriate Collection Account by a time specified in the related Prospectus
Suppl ement. To the extent specified in the related Prospectus Suppl ement, any
amounts whi ch could be withdrawn fromthe Collection Account as described under
"--Wthdrawal s" above, may al so be withdrawn fromany such collection account.
The Prospectus Supplement will set forth any restrictions with respect to any
such col l ection account, including investnent restrictions and any restrictions
with respect to financial institutions with which any such collection account
may be nai nt ai ned.

COLLECTI ON AND OTHER SERVI CI NG PROCEDURES

The Master Servicer, directly or through Sub-Servicers, is required to
nmake reasonable efforts to collect all schedul ed paynents under the Wol e Loans
and will follow or cause to be followed such collection procedures as it woul d
follow with respect to nortgage | oans that are conparable to the Wol e Loans and
held for its own account, provided such procedures are consistent wth:

(i) the terns of the related Agreenment and any rel ated hazard insurance
policy or instrunent of Credit Support, if any, included in the
rel ated Trust Fund described herein or under "Description of Credit
Support, "

(ii) appl i cabl e | aw and

(iii) the general servicing standard specified in the related Prospectus
Suppl enent or, if no such standard is so specified, its norma
servicing practices (in either case, the "Servicing Standard").

In connection therewith, the Master Servicer will be permitted in its discretion
to waive any |ate paynent charge or penalty interest in respect of a late
paynent on a Whol e Loan

Each Master Servicer will also be required to perform other customary
functions of a servicer of conparable |oans, including maintaining hazard
i nsurance policies as described herein and in any rel ated Prospectus Suppl enent,
and filing and settling clainms thereunder; maintaining escrow or inmpoundnent
accounts of nortgagors for paynent of taxes, insurance and other itens required
to be paid by any nortgagor pursuant to a Whol e Loan; processing assunptions or
substitutions in those cases where the Master Servicer has determined not to
enforce any applicable due-on-sale clause; attenpting to cure delinguencies;
supervi sing forecl osures or repossessions; inspecting and managi ng Mortgaged
Properties under certain circunmstances; and naintaining accounting records
relating to the Wole Loans. Unl ess otherw se specified in the rel ated
Prospect us Suppl enent, the Master Servicer will be responsible for filing and
settling claims in respect of particular Wole Loans under any applicable
instrunent of Credit Support. See "Description of Credit Support."”

The Master Servicer nmay agree to nodify, waive or amend any term of any
Whol e Loan in a manner consistent with the Servicing Standard so long as the
nodi fication, waiver or anendnent will not affect the anpunt or timng of any
schedul ed paynments of principal or interest on the Wwole Loan or, inits
judgnent, nmaterially inpair the security for the Wole Loan or reduce the
l'i keli hood of tinely paynent of anpunts due thereon. The Master Servicer also
may agree to any nodification, waiver or amendnent that would so affect or
inpair the paynents on, or the security for, a Wwole Loan if, unless otherw se
provided in the related Prospectus Supplenent, in its judgnent, a materia
default on the Whol e Loan has occurred or a payment default is inmmnent, and in
its judgnent, such nodification, waiver or anendnent is reasonably likely to
produce a greater recovery with respect to the Wwole Loan on a present val ue
basis than woul d liquidation. The Master Servicer is required to notify the
Trustee in the event of any nodification, waiver or amendnent of any Whol e Loan

SUB- SERVI CERS

A Master Servicer may del egate its servicing obligations in respect of the
Whol e Loans to third-party servicers (each, a "Sub-Servicer"), but such Master
Servicer will remain obligated under the related Agreement. Each sub-servicing
agreenment between a Master Servicer and a Sub-Servicer (a "Sub-
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Servicing Agreenment") nust be consistent with the terns of the rel ated Agreenent
and nmust provide that, if for any reason the Master Servicer for the related
series of Securities is no longer acting in such capacity, the Trustee or any
successor Master Servicer nay assune the Master Servicer's rights and

obl i gations under such Sub-Servicing Agreenent.

Unl ess otherwi se provided in the related Prospectus Suppl enent, the Master
Servicer will be solely liable for all fees owed by it to any Sub-Servicer,
irrespective of whether the Master Servicer's conpensation pursuant to the
rel ated Agreenent is sufficient to pay such fees. However, a Sub-Servicer may be
entitled to a Retained Interest in certain Wole Loans. Each Sub-Servicer wll
be rei mbursed by the Master Servicer for certain expenditures which it makes
generally to the same extent the Master Servicer woul d be rei nbursed under an
Agreenent. See "Retained Interest; Servicing Conpensation and Paynment of
Expenses. "

REALI ZATI ON UPON DEFAULTED WHOLE LOANS

Unl ess otherwi se provided in the related Prospectus Suppl enent, the Master
Servicer is required to nonitor any Whole Loan which is in default, initiate
corrective action in cooperation wth the nortgagor or obligor if cure is
l'i kely, inspect the Mortgaged Property and take such other actions as are
consistent with the Servicing Standard. A significant period of tinme may el apse
before the Master Servicer is able to assess the success of such corrective
action or the need for additional initiatives.

Any Agreenent relating to a Trust Fund that includes Wol e Loans may grant
to the Master Servicer and/or the holder or holders of certain classes of
Securities a right of first refusal to purchase fromthe Trust Fund at a
predeterm ned purchase price any such Wole Loan as to which a specified nunber
of schedul ed paynents thereunder are delinquent. Any such right granted to the
hol der of an Offered Security will be described in the rel ated Prospectus
Suppl ement. The rel ated Prospectus Supplenment will also describe any such right
granted to any person if the predeterm ned purchase price is less than the
Purchase Price described under "Representations and Warranties; Repurchases."

If so specified in the related Prospectus Suppl ement, the Master Servicer
may offer to sell any defaulted Wol e Loan described in the precedi ng paragraph
and not ot herw se purchased by any person having a right of first refusal with
respect thereto, if and when the Master Servicer determ nes, consistent with the
Servicing Standard, that such a sale would produce a greater recovery on a
present value basis than would |iquidation through foreclosure, repossession or
sim |l ar proceedings. The related Agreement will provide that any such offering
be nmade in a comercially reasonabl e manner for a specified period and that the
Mast er Servicer accept the highest cash bid received fromany person (including
itself, an affiliate of the Master Servicer or any Securityhol der) that
constitutes a fair price for such defaulted Whole Loan. In the absence of any
bid determned in accordance with the rel ated Agreement to be fair, the Master
Servicer shall proceed with respect to such defaulted Mrtgage Loan as descri bed
bel ow. Any bid in an amobunt at |east equal to the Purchase Price described under
"Representations and Warranties; Repurchases” will in all cases be deened fair.

The Master Servicer, on behalf of the Trustee, may at any tine institute
forecl osure proceedi ngs, exercise any power of sale contained in any nortgage
obtain a deed in lieu of foreclosure, or otherwi se acquire title to a Mrtgaged
Property securing a Wl e Loan by operation of |aw or otherwi se, if such action
is consistent with the Servicing Standard and a default on such Wol e Loan has
occurred or, in the Master Servicer's judgnent, is inmnent.

Unl ess ot herwi se provided in the rel ated Prospectus Supplenent, if title
to any Mortgaged Property is acquired by a Trust Fund as to which a REMC
el ection has been made, the Master Servicer, on behalf of the Trust Fund, wll
be required to sell the Mrtgaged Property within three years of acquisition,
unl ess the Internal Revenue Service grants an extension of tine to sell such
property, or unless the Trustee receives an opinion of independent counsel to
the effect that the holding of the property by the Trust Fund subsequent to
three years after its acquisition will not result in the inmposition of a tax on
the Trust Fund or cause the Trust Fund to fail to qualify as a REM C under the
Code at any time that any Security is outstanding. Subject to the foregoing, the
Master Servicer will be required to solicit bids for any
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Mort gaged Property so acquired in such a manner as will be reasonably likely to
realize a fair price for such property and accept the first (and, if multiple
bi ds are contenporaneously received, the highest) cash bid received from any
person that constitutes a fair price

The linmtations inposed by the related Agreenent and the REM C provi sions
of the Code (if a REMC el ection has been made with respect to the related Trust
Fund) on the ownership and nmanagenent of any Mortgaged Property acquired on
behal f of the Trust Fund may result in the recovery of an ampunt |ess than the
amount that woul d otherw se be recovered. See "Certain Legal Aspects of Mortgage
Loans- - Forecl osure. "

If recovery on a defaulted Wole Loan under any related instrument of
Credit Support is not available, the Master Servicer nevertheless will be
obligated to follow or cause to be followed such nornmal practices and procedures
as it deens necessary or advisable to realize upon the defaulted Wole Loan. If
the proceeds of any liquidation of the property securing the defaulted Wole
Loan are less than the outstanding principal balance of the defaulted Wole Loan
plus interest accrued thereon at the Mdirtgage Rate, as applicable, plus the
aggregat e anount of expenses incurred by the Master Servicer in connection with
such proceedi ngs and which are reinbursable under the Agreenent, the Trust Fund
will realize a loss in the amount of such difference. The Master Servicer wll
be entitled to withdraw or cause to be withdrawn fromthe Collection Account out
of the Liquidation Proceeds recovered on any defaulted Wole Loan, prior to the
di stribution of such Liquidation Proceeds to Securityhol ders, anobunts
representing its nornal servicing conpensation on the Wole Loan, unreinbursed
servicing expenses incurred with respect to the Wole Loan and any unrei nbursed
advances of delinquent payments made with respect to the Wol e Loan.

If any property securing a defaulted Wol e Loan is danaged, the Master
Servicer is not required to expend its own funds to restore the danaged property
unless it determines (i) that such restoration will increase the proceeds to
Securityhol ders on |iquidation of the Wole Loan after reinbursement of the
Master Servicer for its expenses and (ii) that such expenses will be recoverable
by it fromrelated Insurance Proceeds or Liquidation Proceeds.

As servicer of the Wole Loans, a Master Servicer, on behalf of itself,
the Trustee and the Securityholders, will present clains to the obligor under
each instrunment of Credit Support, and will take such reasonable steps as are
necessary to receive paynent or to permt recovery thereunder with respect to
def aul t ed Whol e Loans.

If a Master Servicer or its designee recovers paynments under any
instrunent of Credit Support with respect to any defaulted Whol e Loan, the
Master Servicer will be entitled to withdraw or cause to be wi thdrawn fromthe
Col l ection Account out of such proceeds, prior to distribution thereof to
Certificatehol ders, anpbunts representing its nornmal servicing conpensation on
such Wol e Loan, unreinbursed servicing expenses incurred with respect to the
Wol e Loan and any unrei nbursed advances of delinquent paynents made with
respect to the Wiol e Loan. See "Hazard I nsurance Policies" and "Description of
Credit Support.”

PRI MARY MORTGAGCE | NSURANCE PCLI Cl ES

The Master Servicer will maintain or cause to be maintained, as the case
may be and as permitted by law, in full force and effect, to the extent
specified in the prospectus supplenent, a prinmary nortgage insurance policy
(each, a "Primary Mortgage Insurance Policy") with regard to each Wiol e Loan for
whi ch that coverage is required. Unless required by |aw, the Master Servicer
wi Il not cancel or refuse to renew any Primary Mrtgage | nsurance Policy in
effect at the time of the initial issuance of a series of securities that is
required to be kept in force under the applicabl e Agreenment unless the
repl acenent Prinmary Mortgage |Insurance Policy for the cancelled or nonrenewed
policy is maintained with an insurer whose clainms-paying ability is sufficient
to maintain the current rating of the classes of securities of that series that
have been rated
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Al 't hough the ternms and conditions of prinmary nortgage insurance vary, the
amount of a claimfor benefits under a Prinmary Mortgage | nsurance Policy
covering a nortgage loan will consist of the insured percentage of the unpaid
princi pal ambunt of the covered | oan and accrued and unpaid interest on the
Whol e Loan and rei nbursenent of certain expenses, |ess:

- all rents or other paynents collected or received by the insured (other
than the proceeds of hazard insurance) that are derived fromor in any
way related to the property;

- hazard insurance proceeds in excess of the ambunt required to restore
the property and which have not been applied to the paynment of the Whole
Loan;

- ampunts expended but not approved by the insurer of the related primry
nort gage i nsurance policy;

- claimpayments previously made by the insurer; and
- unpai d prem uns.

Primary Mortgage I nsurance Policies reinburse certain | osses sustained by
reason of default in paynents by borrowers. Primary Mrtgage | nsurance Policies
wi Il not insure against, and exclude from coverage, |osses sustained by reason
of a default arising fromor involving certain matters, including

- fraud or negligence in origination or servicing of the Wole Loans
i ncluding msrepresentation by the originator, nortgagor (or obligor) or
ot her persons involved in the origination of the Wole Loan

- failure to construct the property subject to the Whole Loan in
accordance with specified plans;

- physical damage to the property; and

- the related Master Servicer not being approved as a Master Servicer by
the insurer.

Evi dence of each Prinmary Mrtgage |nsurance Policy will be provided to the
Trustee simultaneously with the transfer to the Trustee of the Wole Loan. The
Master Servicer, on behalf of itself, the Trustee and the securityholders, is
required to present clains to the insurer under any Prinmary Mrtgage |nsurance
Policy and to take reasonable steps that are necessary to permt recovery
thereunder with respect to defaulted Wiol e Loans. Amounts collected by the
Mast er Servicer on behalf of itself, the Trustee and the securityhol ders shal
be deposited in the related Collection Account for distribution as set forth
above.

HAZARD | NSURANCE PCLI Cl ES

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, each
Agreenment for a Trust Fund conprised of Wole Loans will require the Master
Servicer to cause the nortgagor on each Wole Loan to naintain a hazard
i nsurance policy providing for such coverage as is required under the rel ated
nortgage or, if any nortgage permts the holder thereof to dictate to the
nort gagor the insurance coverage to be nmaintained on the related Mrtgaged
Property, then such coverage as is consistent with the Servicing Standard.

Unl ess otherwi se specified in the related Prospectus Suppl ement, such coverage
will be in general in an anpunt equal to the | esser of the principal balance
owi ng on such Wol e Loan and the ampbunt necessary to fully conpensate for any
damage or loss to the inprovenents on the Mrtgaged Property on a repl acenment
cost basis, but in either case not |ess than the ambunt necessary to avoid the
application of any co-insurance clause contained in the hazard insurance policy.
The ability of the Master Servicer to assure that hazard insurance proceeds are
appropriately applied nay be dependent upon its being naned as an additiona

i nsured under any hazard insurance policy and under any other insurance policy
referred to bel ow, or upon the extent to which information in this regard is
furni shed by nortgagors. Al amounts collected by the Master Servicer under any
such policy (except for ambunts to be applied to the restoration or repair of
the Mortgaged Property or released to the nortgagor in accordance with the

Mast er Servicer's normal servicing procedures, subject to the terns and
conditions of the related nortgage and Mirtgage Note) will be deposited in the
Col l ection Account. The Agreenent will provide that the
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Master Servicer may satisfy its obligation to cause each nortgagor to nmaintain
such a hazard insurance policy by the Master Servicer's maintaining a bl anket
policy insuring against hazard | osses on the Wole Loans. |f such bl anket policy
contains a deductible clause, the Master Servicer will be required to deposit in
the Collection Account all suns that would have been deposited therein but for
such cl ause.

In general, the standard formof fire and extended coverage policy covers
physi cal damage to or destruction of the inprovenents on the property by fire,
I'i ghtni ng, expl osion, snmoke, wi ndstormand hail, and riot, strike and civi
commotion, subject to the conditions and exclusions specified in each policy.

Al t hough the policies relating to the Wiwole Loans will be underwitten by
different insurers under different state laws in accordance with different
applicable state forns, and therefore will not contain identical terns and
conditions, the basic ternms thereof are dictated by respective state | aws, and
nost such policies typically do not cover any physical danage resulting from
war, revolution, governnental actions, floods and other water-rel ated causes,
earth nmovenent (including earthquakes, |andslides and nudfl ows), wet or dry rot,
verm n, domestic aninals and certain other kinds of uninsured risks.

The hazard insurance policies covering the Mortgaged Properties securing
the Whole Loans will typically contain a co-insurance clause that in effect
requires the insured at all tines to carry insurance of a specified percentage
(generally 80%to 90% of the full replacenment value of the inprovenents on the
property in order to recover the full ampunt of any partial loss. If the
insured's coverage falls below this specified percentage, such clause generally
provides that the insurer's liability in the event of partial |oss does not
exceed the lesser of (i) the replacenent cost of the inprovenents |ess physica
depreciation and (ii) such proportion of the |oss as the ampunt of insurance
carried bears to the specified percentage of the full replacenment cost of such
i mprovenents.

Each Agreenent for a Trust Fund conprised of Wole Loans will require the
Mast er Servicer to cause the nortgagor on each Whole Loan to maintain all such
ot her insurance coverage with respect to the related Murtgaged Property as is
consistent with the terns of the related nortgage and the Servicing Standard
whi ch insurance may typically include flood insurance (if the related Mrtgaged
Property was located at the time of origination in a federally designated fl ood
area).

Any cost incurred by the Master Servicer in maintaining any such insurance
policy will be added to the ambunt ow ng under the Mrtgage Loan where the terns
of the Mortgage Loan so permt; provided, however, that the addition of such
cost will not be taken into account for purposes of calculating the distribution
to be made to Certificatehol ders. Such costs may be recovered by the Master
Servicer or Sub-Servicer, as the case may be, fromthe Collection Account, with
interest thereon, as provided by the Agreenent.

Under the ternms of the Whole Loans, nortgagors will generally be required
to present claims to insurers under hazard insurance policies maintained on the
rel ated Mortgaged Properties. The Master Servicer, on behalf of the Trustee and
Certificateholders, is obligated to present or cause to be presented clains
under any bl anket insurance policy insuring against hazard | osses on Mrtgaged
Properties securing the Wole Loans. However, the ability of the Master Servicer
to present or cause to be presented such clainms is dependent upon the extent to
which information in this regard is furnished to the Master Servicer by
nor t gagors.

FI DELI TY BONDS AND ERRORS AND OM SSI ONS | NSURANCE

Unl ess otherwi se specified in the rel ated Prospectus Suppl ement, each
Agreement will require that the Master Servicer obtain and maintain in effect a
fidelity bond or simlar formof insurance coverage (which may provi de bl anket
coverage) or any conbi nation thereof insuring against |oss occasioned by fraud
theft or other intentional m sconduct of the officers, enployees and agents of
the Master Servicer. The related Agreement will allow the Master Servicer to
sel f-insure against |oss occasioned by the errors and om ssions of the officers,
enpl oyees and agents of the Master Servicer so long as certain criteria set
forth in the Agreement are net.
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DUE- ON- SALE PROVI SI ONS

The Whol e Loans may contain clauses requiring the consent of the nortgagee
to any sale or other transfer of the related Mrtgaged Property, or due-on-sale
clauses entitling the nortgagee to accel erate paynent of the Wol e Loan upon any
sal e, transfer or conveyance of the related Mrtgaged Property. Unl ess otherw se
provided in the rel ated Prospectus Suppl ement, the Master Servicer wll
general ly enforce any due-on-sale clause to the extent it has know edge of the
conveyance or proposed conveyance of the underlying Mrtgaged Property and it is
entitled to do so under applicable |aw, provided, however, that the Master
Servicer will not take any action in relation to the enforcenment of any
due-on-sal e provi sion which wuld adversely affect or jeopardi ze coverage under
any applicable insurance policy. Unless otherw se specified in the rel ated
Prospectus Suppl enent, any fee collected by or on behalf of the Master Servicer
for entering into an assunption agreenent will be retained by or on behal f of
the Master Servicer as additional servicing conpensation

RETAI NED | NTEREST; SERVI CI NG COVPENSATI ON AND PAYMENT OF EXPENSES

The Prospectus Supplenent for a series of Certificates will specify
whet her there will be any Retained Interest in the Assets, and, if so, the
initial owner thereof. If so, the Retained Interest will be established on a
| oan-by-10an basis and will be specified on an exhibit to the related Agreenent.
A "Retained Interest” in an Asset represents a specified portion of the interest
payabl e thereon. The Retained Interest will be deducted from nortgagor paynments
as received and will not be part of the related Trust Fund

Unl ess otherwi se specified in the related Prospectus Supplenent, the
Master Servicer's and a Sub-Servicer's prinmary servicing conpensation with
respect to a series of Securities will cone fromthe periodic paynent to it of a
portion of the interest payment on each Asset. Since any Retained Interest and a
Master Servicer's primary conpensation are percentages of the principal balance
of each Asset, such ambunts wi || decrease in accordance with the anortization of
the Assets. The Prospectus Supplenent with respect to a series of Securities
evidencing interests in a Trust Fund that includes Wole Loans nmay provide that,
as additional conpensation, the Master Servicer or the Sub-Servicers may retain
all or a portion of assunption fees, nodification fees, |ate paynment charges or
Prepaynent Prem uns collected fromnortgagors and any interest or other incone
whi ch may be earned on funds held in the Coll ection Account or any account
establ i shed by a Sub-Servicer pursuant to the Agreenent.

The Master Servicer may, to the extent provided in the related Prospectus
Suppl emrent, pay fromits servicing conpensation certain expenses incurred in
connection with its servicing and managi ng of the Assets, including, wthout
limtation, paynent of the fees and di sbursenents of the Trustee and i ndependent
accountants, paynent of expenses incurred in connection with distributions and
reports to Securityhol ders, and paynent of any other expenses described in the
rel ated Prospectus Supplenent. Certain other expenses, including certain
expenses relating to defaults and |iquidations on the Wole Loans and, to the
extent so provided in the related Prospectus Supplenent, interest thereon at the
rate specified therein nmay be borne by the Trust Fund

If and to the extent provided in the related Prospectus Suppl enent, the
Master Servicer nay be required to apply a portion of the servicing conpensation
otherwi se payable to it in respect of any Due Period to certain interest
shortfalls resulting fromthe voluntary prepaynent of any Wole Loans in the
rel ated Trust Fund during such period prior to their respective due dates
t herein.

EVI DENCE AS TO COWPLI ANCE

Each Agreenent relating to Assets which include Wole Loans will provide
that on or before a specified date in each year, beginning with the first such
date at least six nonths after the related Cut-off Date, a firm of independent
public accountants will furnish a statenent to the Trustee to the effect that,
on the basis of the exami nation by such firmconducted substantially in
conpliance with either the Uniform Single Attestation Program for Mortgage
Bankers, the Audit Program for nortgages serviced for Freddie Mac or such ot her
audit or attestation programused by the Master Servicer, the servicing by or
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on behal f of the Master Servicer of nortgage | oans under agreenents
substantially simlar to each other (including the related Agreenent) was
conducted in conpliance with the terns of such agreenments or such program except
for any significant exceptions or errors in records that, in the opinion of the
firm either the Audit Program for nortgages serviced for Freddie Mc, or
paragraph 4 of the Uniform Single Attestati on Program for Mrtgage Bankers, or
such other audit or attestation programrequires it to report. In rendering its
statement such firmmay rely, as to matters relating to the direct servicing of
nort gage | oans by Sub-Servicers, upon conparable statenents for exam nations
conduct ed substantially in conpliance with the Uniform Single Attestation
Program for Mrtgage Bankers or the Audit Program for nortgages serviced for
Freddi e Mac or such other audit or attestation programused by such Sub-Servicer
(rendered within one year of such statement) of firms of independent public
accountants with respect to the related Sub-Servicer.

Each such Agreement will also provide for delivery to the Trustee, on or
before a specified date in each year, of an annual statenent signed by two
officers of the Master Servicer to the effect that the Master Servicer has
fulfilled its obligations under the Agreenent throughout the preceding cal endar
year or other specified twelve-nmonth period

Unl ess otherwi se provided in the related Prospectus Suppl enent, copies of
such annual accountants' statenment and such statements of officers will be
obt ai nabl e by Securityhol ders without charge upon witten request to the Master
Servicer at the address set forth in the related Prospectus Suppl enent.

CERTAI N MATTERS REGARDI NG A MASTER SERVI CER AND THE DEPGCSI TOR

The Master Servicer, if any, or a servicer for substantially all the Wole
Loans under each Agreenent will be naned in the rel ated Prospectus Suppl enent
The entity serving as Master Servicer (or as such servicer) may be an affiliate
of the Depositor and may have other nornmal business relationships with the
Depositor or the Depositor's affiliates. Reference herein to the Master Servicer
shall be deenmed to be to the servicer of substantially all of the Whol e Loans.

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, the
rel ated Agreenent will provide that the Master Servicer nmay resign fromits
obligations and duties thereunder only upon a determ nation that its duties
under the Agreenment are no | onger permssible under applicable law or are in
material conflict by reason of applicable law with any other activities carried
on by it, the other activities of the Master Servicer so causing such a conflict
being of a type and nature carried on by the Master Servicer at the date of the
Agreenment. No such resignation will becone effective until the Trustee or a
successor servicer has assuned the Master Servicer's obligations and duties
under the Agreenent.

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, each
Agreement will further provide that neither any Master Servicer, the Depositor
nor any director, officer, enployee, or agent of a Master Servicer or the
Depositor will be under any liability to the related Trust Fund or
Securityhol ders for any action taken, or for refraining fromthe taking of any
action, in good faith pursuant to the Agreenent; provided, however, that neither
a Master Servicer, the Depositor nor any such person will be protected agai nst
any breach of a representation, warranty or covenant made in such Agreenent, or
against any liability specifically inposed thereby, or against any liability
whi ch woul d ot herwi se be inposed by reason of willful m sfeasance, bad faith or
gross negligence in the performance of obligations or duties thereunder or by
reason of reckless disregard of obligations and duties thereunder.

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, each
Agreenment will further provide that any Master Servicer, the Depositor and any
director, officer, enployee or agent of a Master Servicer or the Depositor will
be entitled to indemification by the related Trust Fund and will be held

harm ess against any loss, liability or expense incurred in connection with any
I egal action relating to the Agreenent or the Securities; provided, however,
that such indemification will not extend to any loss, liability or expense

(i) specifically inmposed by such Agreement or otherw se incidental to

the performance of obligations and duties thereunder, including
in the case of a Master Servicer, the
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prosecution of an enforcenment action in respect of any specific
Wiol e Loan or Wol e Loans (except as any such loss, liability or
expense shall be otherw se rei mbursabl e pursuant to such
Agreemnent) ;

(ii) incurred in connection with any breach of a representation
warranty or covenant nmade in such Agreenent;

(iii) incurred by reason of m sfeasance, bad faith or gross negligence
in the performance of obligations or duties thereunder, or by
reason of reckl ess disregard of such obligations or duties;

(iv) incurred in connection with any violation of any state or federa
securities law, or

(v) i mposed by any taxing authority if such loss, liability or expense
is not specifically reinmbursable pursuant to the terns of the
rel ated Agreenent.

I'n addition, each Agreenent will provide that neither any Master Servicer
nor the Depositor will be under any obligation to appear in, prosecute or defend
any legal action which is not incidental to its respective responsibilities
under the Agreenent and which in its opinion may involve it in any expense or
liability. Any such Master Servicer or the Depositor may, however, inits
di scretion undertake any such action which it may deem necessary or desirable
with respect to the Agreenent and the rights and duties of the parties thereto
and the interests of the Securityhol ders thereunder. In such event, the | ega
expenses and costs of such action and any liability resulting therefromw | be
expenses, costs and liabilities of the Securityhol ders, and the Master Servicer
or the Depositor, as the case may be, will be entitled to be rei nbursed therefor
and to charge the Collection Account.

Any person into which the Master Servicer or the Depositor may be nerged
or consolidated, or any person resulting fromany nerger or consolidation to
whi ch the Master Servicer or the Depositor is a party, or any person succeedi ng
to the business of the Master Servicer or the Depositor, will be the successor
of the Master Servicer or the Depositor, as the case may be, under the rel ated
Agr eenent .

EVENTS OF DEFAULT UNDER THE AGREEMENT

Unl ess ot herwi se provided in the rel ated Prospectus Suppl enent, Events of
Default under the related Agreenent will include

(i) any failure by the Master Servicer to distribute or cause to be
distributed to Securityholders, or to renmit to the Trustee or
I ndenture Trustee, as applicable, for distribution to
Securityhol ders, any required paynent that continues after a grace
period, if any;

(ii) any failure by the Master Servicer duly to observe or performin
any material respect any of its other covenants or obligations
under the Agreenent which continues unrenedied for thirty days (or
such other period specified in the related Prospectus Suppl enent)
after witten notice of such failure has been given to the Master
Servicer by the Trustee or the Depositor, or to the Master
Servicer, the Depositor and the Trustee by the hol ders of
Securities evidencing not |ess than 25% of the Voting Rights;

(iii) any breach of a representation or warranty made by the Master
Servi cer under the Agreenent which naterially and adversely
affects the interests of Securityhol ders and which continues
unrenedi ed for thirty days (or such |longer period specified in the
rel ated Prospectus Supplenent) after witten notice of such breach
has been given to the Master Servicer by the Trustee or the
Depositor, or to the Master Servicer, the Depositor and the
Trustee by the hol ders of Securities evidencing not |ess than 25%
of the Voting Rights; and

(iv) certain events of insolvency, readjustnment of debt, marshalling of
assets and liabilities or simlar proceedings and certain actions
by or on behalf of the Master Servicer indicating its insolvency or
inability to pay its obligations.
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Material variations to the foregoing Events of Default (other than to shorten
cure periods or elimnate notice requirenents) will be specified in the related
Prospect us Suppl enent. Unl ess ot herwi se specified in the rel ated Prospectus
Suppl ement, the Trustee shall, not later than the later of 60 days after the
occurrence of any event which constitutes or, with notice or |apse of time or
both, would constitute an Event of Default and five days after certain officers
of the Trustee beconme aware of the occurrence of such an event, transmt by mai
to the Depositor and all Securityhol ders of the applicable series notice of such
occurrence, unless such default shall have been cured or waived

The manner of determning the "Voting R ghts" of a Security or class or
classes of Securities will be specified in the related Prospectus Suppl enent.

RI GHTS UPON EVENT OF DEFAULT UNDER THE AGREEMENT

So long as an Event of Default under an Agreenment remai ns unrenedi ed, the
Depositor or the Trustee may, and at the direction of holders of Securities
evidencing not |ess than 51% (or such other percentage specified in the related
Prospectus Suppl ement) of the Voting Rights, the Trustee shall, term nate all of
the rights and obligations of the Master Servicer under the Agreenent and in and
to the Mortgage Loans (other than as a Securityhol der or as the owner of any
Ret ai ned I nterest), whereupon the Trustee will succeed to all of the
responsibilities, duties and liabilities of the Master Servicer under the
Agreenment (except that if the Trustee is prohibited by |aw from obligating
itself to make advances regardi ng del i nquent Mdrtgage Loans, or if the related
Prospect us Suppl enent so specifies, then the Trustee will not be obligated to
make such advances) and will be entitled to simlar conpensation arrangenents
Unl ess otherwi se specified in the related Prospectus Supplenent, in the event
that the Trustee is unwilling or unable so to act, it may or, at the witten
request of the holders of Securities entitled to at |east 51% (or such ot her
percentage specified in the related Prospectus Suppl enent) of the Voting R ghts,
it shall appoint, or petition a court of conpetent jurisdiction for the
appoi ntment of, a loan servicing institution acceptable to the Rating Agency
wth a net worth at the time of such appointnment of at |east $15, 000,000 (or
such ot her anount specified in the related Prospectus Supplenent) to act as
successor to the Master Servicer under the Agreenment. Pending such appointnent,
the Trustee is obligated to act in such capacity. The Trustee and any such
successor may agree upon the servicing conpensation to be paid, which in no
event may be greater than the conpensation payable to the Master Servicer under
the Agreenent.

Unl ess ot herwi se described in the rel ated Prospectus Suppl enent, the
hol ders of Securities representing at |east 66% (or such other percentage
specified in the related Prospectus Supplenment) of the Voting R ghts allocated
to the respective classes of Securities affected by any Event of Default will be
entitled to waive such Event of Default; provided, however, that an Event of
Default involving a failure to distribute a required payment to Securityhol ders
described in clause (i) under "Events of Default" may be waived only by all of
the Securityhol ders. Upon any such waiver of an Event of Default, such Event of
Default shall cease to exist and shall be deened to have been renedied for every
pur pose under the Agreenent.

No Securityhol der will have the right under any Agreenent to institute any
proceeding with respect thereto unless such hol der previously has given to the
Trustee witten notice of default and unless the holders of Securities
evidencing not |ess than 25% (or such other percentage specified in the related
Prospect us Suppl enent) of the Voting Rights have nade written request upon the
Trustee to institute such proceeding in its own name as Trustee thereunder and
have offered to the Trustee reasonable indemity, and the Trustee for sixty days
(or such other number of days specified in the related Prospectus Suppl enent)
has negl ected or refused to institute any such proceedi ng. The Trustee, however,
is under no obligation to exercise any of the trusts or powers vested in it by
any Agreenent or to make any investigation of matters arising thereunder or to
institute, conduct or defend any litigation thereunder or in relation thereto at
the request, order or direction of any of the holders of Securities covered by
such Agreenent, unless such Securityhol ders have offered to the Trustee
reasonabl e security or indemity agai nst the costs, expenses and liabilities
which nay be incurred therein or thereby.
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ANVENDVENT

Each Agreenent nay be anended by the parties thereto, wi thout the consent
of any of the holders of Securities covered by the Agreenent:

(i) to cure any anbiguity or correct any m stake

(ii) to correct, nodify or supplenent any provision therein which may
be inconsistent with any other provision therein or with the
rel ated Prospectus Suppl enent,

(iii) to make any other provisions with respect to matters or questions
ari sing under the Agreenent which are not naterially inconsistent
wi th the provisions thereof,

(iv) to modify, alter, amend, add to or rescind any of the terms or
provi sions contained in the Agreenent, or

(v) to conply with any requirenents inposed by the Code; provided
however, that, in the case of clauses (iii) and (iv), such
amendnment will not, as evidenced by an opinion of counsel to such
affect, adversely affect in any material respect the interests of
any Securityhol der; provided, further, however, that such anmendnent
wi Il be deened to not adversely affect in any material respect the
interest of any Securityholder if the Person requesting such
amendnent obtains a letter fromeach applicable Rating Agency
stating that such amendnment will not result in a reduction or
withdrawal of its rating of any class of the related Security.

Unl ess ot herwi se specified in the rel ated Prospectus Suppl enent, each
Agreenment may al so be anmended by the Depositor, the Master Servicer, if any, and
the Trustee, with the consent of the holders of Securities affected thereby
evi dencing not |ess than 51% (or such other percentage specified in the related
Prospectus Suppl enent) of the Voting Rights, for any purpose; provided, however,
that unless otherw se specified in the related Prospectus Suppl enent, no such
amendnment may:

(i) reduce in any manner the anpunt of, or delay the timng of
paynments recei ved or advanced on Mrtgage Loans which are required
to be distributed on any Security without the consent of the hol der
of such Security or

(ii) reduce the consent percentages described in this paragraph w thout
the consent of the holders of all Securities covered by such
Agreenment then outstanding

However, with respect to any series of Securities as to which a REM C
election is to be made, the Trustee will not consent to any anmendnent of the
Agreenment unless it shall first have received an opinion of counsel to the
effect that such amendnment will not result in the inposition of a tax on the
rel ated Trust Fund or cause the related Trust Fund to fail to qualify as a REMC
at any tine that the related Securities are outstanding

THE TRUSTEE

The Trustee under each Agreenent or Trust Agreenent will be named in the
rel ated Prospectus Suppl enent. The commerci al bank, national banking
associ ati on, banking corporation or trust conpany serving as Trustee nay have a
banking relationship with the Depositor and its affiliates and with any Master
Servicer and its affiliates

DUTI ES OF THE TRUSTEE

The Trustee will make no representations as to the validity or sufficiency
of any Agreenment or Trust Agreenment, the Securities or any Asset or related
docunment and is not accountable for the use or application by or on behal f of
any Master Servicer of any funds paid to the Master Servicer or its designee in
respect of the Securities or the Assets, or deposited into or withdrawn fromthe
Col | ection Account or any other account by or on behalf of the Master Servicer.
If no Event of Default has occurred and is continuing, the Trustee is required
to performonly those duties specifically required under the rel ated Agreenent
or Trust Agreenent, as applicable. However, upon receipt of the various
certificates, reports or
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other instrunents required to be furnished to it, the Trustee is required to
exam ne such documents and to determ ne whether they conformto the requirenents
of the Agreenent or Trust Agreement, as applicable.

CERTAI N MATTERS REGARDI NG THE TRUSTEE

Unl ess otherwi se specified in the rel ated Prospectus Suppl enent, the
Trustee and any director, officer, enployee or agent of the Trustee shall be
entitled to indemification out of the Collection Account for any |oss,
liability or expense (including costs and expenses of litigation, and of
i nvestigation, counsel fees, danmges, judgnents and anpbunts paid in settlenent)
incurred in connection with the Trustee's:

(i) enforcing its rights and renedi es and protecting the interests of
the Securityholders during the continuance of an Event of Default,

(i) def endi ng or prosecuting any |legal action in respect of the rel ated
Agreenment or series of Securities,

(i) bei ng the nortgagee of record with respect to the Mrtgage Loans
in a Trust Fund and the owner of record with respect to any
Mort gaged Property acquired in respect thereof for the benefit of
Securityhol ders, or

(iv) acting or refraining fromacting in good faith at the direction of
the holders of the related series of Securities entitled to not
| ess than 25% (or such other percentage as is specified in the
related Agreenent with respect to any particular matter) of the
Voting Rights for such series; provided, however, that such

indemification will not extend to any loss, liability or expense
that constitutes a specific liability of the Trustee pursuant to
the rel ated Agreenent, or to any loss, liability or expense

incurred by reason of wllful msfeasance, bad faith or negligence
on the part of the Trustee in the performance of its obligations
and duties thereunder, or by reason of its reckless disregard of
such obligations or duties, or as may arise froma breach of any
representation, warranty or covenant of the Trustee nade therein.

RESI GNATI ON AND REMOVAL OF THE TRUSTEE

The Trustee may at any tine resign fromits obligations and duties under
an Agreenent by giving witten notice thereof to the Depositor, the Master
Servicer, if any, and all Securityhol ders. Upon receiving such notice of
resignation, the Depositor is required pronptly to appoint a successor trustee
acceptable to the Master Servicer, if any. If no successor trustee shall have
been so appoi nted and have accepted appoi ntnment within 30 days after the giving
of such notice of resignation, the resigning Trustee may petition any court of
conpetent jurisdiction for the appointnment of a successor trustee.

If at any time the Trustee shall cease to be eligible to continue as such
under the related Agreement, or if at any tine the Trustee shall becone
i ncapabl e of acting, or shall be adjudged bankrupt or insolvent, or a receiver
of the Trustee or of its property shall be appointed, or any public officer
shall take charge or control of the Trustee or of its property or affairs for
the purpose of rehabilitation, conservation or liquidation, or if a change in
the financial condition of the Trustee has adversely affected or will adversely
affect the rating on any class of the Securities, then the Depositor may renove
the Trustee and appoint a successor trustee acceptable to the Master Servi cer,
if any. Holders of the Securities of any series entitled to at |least 51% (or
such ot her percentage specified in the related Prospectus Suppl ement) of the
Voting Rights for such series may at any tinme renove the Trustee w t hout cause
and appoi nt a successor trustee

Any resignation or renoval of the Trustee and appoi ntnent of a successor
trustee shall not becone effective until acceptance of appointnent by the
successor trustee
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CERTAIN TERVS OF THE | NDENTURE

Events of Default. Unless otherw se specified in the rel ated Prospectus
Suppl emrent, Events of Default under the Indenture for each series of Notes
i ncl ude:

(i) default for thirty (30) days (or such other number of days
specified in such Prospectus Supplenent) or nore in the paynent of
any principal of or interest on any Note of such series

(i) failure to performany other covenant of the Depositor or the
Trust Fund in the Indenture which continues for a period of sixty
(60) days (or such other number of days specified in such
Prospectus Suppl enent) after notice thereof is given in accordance
with the procedures described in the rel ated Prospectus
Suppl enent ;

(iii) any representation or warranty nmade by the Depositor or the Trust
Fund in the Indenture or in any certificate or other witing
del ivered pursuant thereto or in connection therewith with respect
to or affecting such series having been incorrect in a materia
respect as of the tinme made, and such breach is not cured within
sixty (60) days (or such other nunber of days specified in such
Prospectus Suppl enent) after notice thereof is given in accordance
with the procedures described in the rel ated Prospectus

Suppl enent ;
(iv) certain events of bankruptcy, insolvency, receivership or
l'iquidation of the Depositor or the Trust Fund; or
(v) any other Event of Default provided with respect to Notes of that
series.

If an Event of Default with respect to the Notes of any series at the tine
out standi ng occurs and is continuing, either the Indenture Trustee or the
hol ders of a majority of the then aggregate outstandi ng anbunt of the Notes of
such series may declare the principal amount (or, if the Notes of that series
are Accrual Securities, such portion of the principal anpbunt as may be specified
inthe terns of that series, as provided in the rel ated Prospectus Suppl enent)
of all the Notes of such series to be due and payabl e i medi ately. Such
decl aration may, under certain circunstances, be rescinded and annulled by the
hol ders of a mmjority in aggregate outstanding anbunt of the Notes of such
series.

If, following an Event of Default with respect to any series of Notes, the
Not es of such series have been declared to be due and payable, the Indenture
Trustee may, in its discretion, notw thstanding such acceleration, elect to
nmai nt ai n possession of the collateral securing the Notes of such series and to
continue to apply distributions on such collateral as if there had been no
decl aration of acceleration if such collateral continues to provide sufficient
funds for the payment of principal of and interest on the Notes of such series
as they woul d have becone due if there had not been such a declaration. In
addition, the Indenture Trustee may not sell or otherw se liquidate the
collateral securing the Notes of a series follow ng an Event of Default, other
than a default in the payment of any principal or interest on any Note of such
series for thirty (30) days or nore, unless:

(a) the hol ders of 100% (or such other percentage specified in the
rel ated Prospectus Suppl enent) of the then aggregate outstanding
amount of the Notes of such series consent to such sale,

(b) the proceeds of such sale or liquidation are sufficient to pay in
full the principal of and accrued interest, due and unpaid, on the
out st andi ng Notes of such series at the date of such sale or

(c) the Indenture Trustee determ nes that such collateral would not be
sufficient on an ongoing basis to nake all paynents on such Notes as
such paynents woul d have becone due if such Notes had not been
decl ared due and payable, and the Indenture Trustee obtains the
consent of the holders of 66% (or such other percentage specified in
the rel ated Prospectus Supplenent) of the then aggregate outstanding
amount of the Notes of such series
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In the event that the Indenture Trustee |liquidates the collateral in
connection with an Event of Default involving a default for thirty (30) days (or
such ot her nunmber of days specified in the related Prospectus Suppl enent) or
nore in the paynment of principal of or interest on the Notes of a series, the
I ndenture provides that the Indenture Trustee will have a prior lien on the
proceeds of any such liquidation for unpaid fees and expenses. As a result, upon
the occurrence of such an Event of Default, the anmpbunt avail able for
distribution to the Noteholders would be | ess than woul d otherw se be the case
However, the Indenture Trustee may not institute a proceeding for the
enforcement of its lien except in connection with a proceeding for the
enforcenment of the lien of the Indenture for the benefit of the Notehol ders
after the occurrence of such an Event of Default.

Unl ess ot herwi se specified in the rel ated Prospectus Supplenent, in the
event the principal of the Notes of a series is declared due and payable, as
descri bed above, the holders of any such Notes issued at a discount from par may
be entitled to receive no nore than an anount equal to the unpaid principa
anount thereof |ess the ampunt of such di scount which is unanortized

Subject to the provisions of the Indenture relating to the duties of the
Indenture Trustee, in case an Event of Default shall occur and be continuing
with respect to a series of Notes, the Indenture Trustee shall be under no
obligation to exercise any of the rights or powers under the Indenture at the
request or direction of any of the holders of Notes of such series, unless such
hol ders offered to the Indenture Trustee security or indemity satisfactory to
it against the costs, expenses and liabilities which mght be incurred by it in
conplying with such request or direction. Subject to such provisions for
i ndemmi fication and certain linmtations contained in the Indenture, the hol ders
of a mpjority of the then aggregate outstandi ng anount of the Notes of such
series shall have the right to direct the tinme, nmethod and place of conducting
any proceeding for any renmedy available to the Indenture Trustee or exercising
any trust or power conferred on the Indenture Trustee with respect to the Notes
of such series, and the holders of a mpjority of the then aggregate outstanding
amount of the Notes of such series may, in certain cases, waive any default with
respect thereto, except a default in the paynent of principal or interest or a
default in respect of a covenant or provision of the Indenture that cannot be
nmodi fi ed wi thout the waiver or consent of all the holders of the outstanding
Not es of such series affected thereby.

Di scharge of the Indenture. The Indenture will be discharged with respect
to a series of Notes (except with respect to certain continuing rights specified
in the Indenture) upon the delivery to the Indenture Trustee for cancellation of
all the Notes of such series or, with certain lintations, upon deposit with the
I ndenture Trustee of funds sufficient for the paynent in full of all of the
Not es of such series.

In addition to such discharge with certain limtations, the Indenture will
provide that, if so specified with respect to the Notes of any series, the
related Trust Fund will be discharged fromany and all obligations in respect of
the Notes of such series (except for certain obligations relating to tenporary
Not es and exchange of Notes, to register the transfer of or exchange Notes of
such series, to replace stolen, lost or nutilated Notes of such series, to
mai ntai n payi ng agencies and to hold nonies for paynent in trust) upon the
deposit wth the Indenture Trustee, in trust, of noney and/or direct obligations
of or obligations guaranteed by the United States of Anerica which through the
paynent of interest and principal in respect thereof in accordance with their
terms will provide nmoney in an anmount sufficient to pay the principal of and
each installment of interest on the Notes of such series on the maturity date
for such Notes and any installment of interest on such Notes in accordance with
the terms of the Indenture and the Notes of such series. In the event of any
such def easance and di scharge of Notes of such series, holders of Notes of such
series woul d be able to l ook only to such noney and/or direct obligations for
paynment of principal and interest, if any, on their Notes until maturity.

Indenture Trustee's Annual Report. The Indenture Trustee for each series
of Notes will be required to mail each year to all related Notehol ders a brief
report relating to its eligibility and qualification to continue as |Indenture
Trustee under the related Indenture, any anmounts advanced by it under the
Indenture, the anpunt, interest rate and maturity date of certain indebtedness
owi ng by such Trust to the applicable Indenture Trustee in its individua
capacity, the property and funds physically held by such
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Indenture Trustee as such and any action taken by it that materially affects
such Notes and that has not been previously reported

The I ndenture Trustee. The Indenture Trustee for a series of Notes will be
specified in the related Prospectus Supplenent. The Indenture Trustee for any
series may resign at any tinme, in which event the Depositor will be obligated to
appoi nt a successor trustee for such series. The Depositor may al so renove any
such Indenture Trustee if such Indenture Trustee ceases to be eligible to
continue as such under the related Indenture or if such Indenture Trustee
becones insolvent. In such circunstances the Depositor will be obligated to
appoi nt a successor trustee for the applicable series of Notes. Any resignation
or renpbval of the Indenture Trustee and appoi ntment of a successor trustee for
any series of Notes does not beconme effective until acceptance of the
appoi ntrent by the successor trustee for such series.

The bank or trust conpany serving as |Indenture Trustee may have a banki ng
relationship with the Depositor or any of its affiliates or the Master Servicer
or any of its affiliates

DESCRI PTI ON OF CREDI T SUPPORT
GENERAL

For any series of Securities Credit Support may be provided with respect
to one or nore classes thereof or the related Assets. Credit Support may be in
the formof the subordination of one or nore classes of Securities, letters of
credit, insurance policies, guarantees, the establishment of one or nore reserve
funds or another method of Credit Support described in the rel ated Prospectus
Suppl ement, or any conbination of the foregoing. If so provided in the rel ated
Prospect us Suppl enent, any formof Credit Support may be structured so as to be
drawn upon by nore than one series to the extent described therein

Unl ess ot herwi se provided in the rel ated Prospectus Supplenent for a
series of Securities the Credit Support will not provide protection against al
risks of loss and will not guarantee repaynent of the entire Security Bal ance of
the Securities and interest thereon. If |osses or shortfalls occur that exceed
the amount covered by Credit Support or that are not covered by Credit Support,
Securityholders will bear their allocable share of deficiencies. Mreover, if a
formof Credit Support covers nore than one series of Securities (each, a
"Covered Trust"), holders of Securities evidencing interests in any of such
Covered Trusts will be subject to the risk that such Credit Support wll be
exhausted by the clains of other Covered Trusts prior to such Covered Trust
receiving any of its intended share of such coverage

If Credit Support is provided with respect to one or nore classes of
Securities of a series, or the related Assets, the related Prospectus Suppl enent
wi Il include a description of:

(a) the nature and ambunt of coverage under such Credit Support,
(b) any conditions to paynent thereunder not otherw se described herein

(c) the conditions (if any) under which the anmbunt of coverage under
such Credit Support may be reduced and under which such Credit
Support may be term nated or replaced, and

(d) the material provisions relating to such Credit Support.
Additionally, the related Prospectus Supplement will set forth
certain information with respect to the obligor under any instrunent
of Credit Support, including

(i) a brief description of its principal business activities,

(ii) its principal place of business, place of incorporation and
the jurisdiction under which it is chartered or licensed to
do busi ness,

(iii) if applicable, the identity of regul atory agencies that
exercise primary jurisdiction over the conduct of its
busi ness and
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(iv) its total assets, and its stockhol ders' or policyhol ders
surplus, if applicable, as of the date specified in the
Prospect us Suppl enent .

See "Risk Factors--Credit Support Limtations--Risk That Credit Support WII Not
Cover All Losses."

SUBORDI NATE SECURI Tl ES

If so specified in the related Prospectus Suppl ement, one or nore classes
of Securities of a series nmay be Subordinate Securities. To the extent specified
in the rel ated Prospectus Supplenent, the rights of the hol ders of Subordinate
Securities to receive distributions of principal and interest fromthe
Col | ection Account on any Distribution Date will be subordinated to such rights
of the holders of Senior Securities. |If so provided in the related Prospectus
Suppl ement, the subordination of a class may apply only in the event of (or may
be limted to) certain types of |osses or shortfalls. The related Prospectus
Suppl ement will set forth information concerning the ambunt of subordination of
a class or classes of Subordinate Securities in a series, the circumstances in
whi ch such subordination will be applicable and the manner, if any, in which the
anount of subordination will be effected

CROSS- SUPPORT PROVI SI ONS

If the Assets for a series are divided into separate groups, each
supporting a separate class or classes of Securities of a series, credit support
may be provided by cross-support provisions requiring that distributions be nade
on Senior Securities evidencing interests in one group of Assets prior to
di stributions on Subordinate Securities evidencing interests in a different
group of Assets within the Trust Fund. The Prospectus Supplenent for a series
that includes a cross-support provision will describe the manner and conditions
for applying such provisions.

I NSURANCE CR GUARANTEES

If so provided in the Prospectus Supplenent for a series of Securities,
the Whole Loans in the related Trust Fund will be covered for various default
ri sks by insurance policies or guarantees.

LETTER OF CREDI T

If so provided in the Prospectus Supplenent for a series of Securities,
deficiencies in anpbunts otherw se payabl e on such Securities or certain classes
thereof will be covered by one or nore letters of credit, issued by a bank or
financial institution specified in such Prospectus Supplenment (the "L/C Bank").
Under a letter of credit, the L/C Bank will be obligated to honor draws
thereunder in an aggregate fixed dollar amount, net of unreinbursed paynents
thereunder, generally equal to a percentage specified in the related Prospectus
Suppl ement of the aggregate principal balance of the Assets on the rel ated
Cut-off Date or of the initial aggregate Security Bal ance of one or nore classes
of Securities. |If so specified in the related Prospectus Supplenment, the letter
of credit may permit draws in the event of only certain types of |osses and
shortfalls. The anopunt avail able under the letter of credit will, in all cases
be reduced to the extent of the unrei mbursed paynents thereunder and may
ot herwi se be reduced as described in the rel ated Prospectus Suppl ement. The
obligations of the L/C Bank under the letter of credit for each series of
Securities will expire at the earlier of the date specified in the related
Prospectus Suppl enent or the term nation of the Trust Fund.

I NSURANCE POLI CI ES AND SURETY BONDS

If so provided in the Prospectus Supplenent for a series of Securities,
deficiencies in ambunts ot herw se payabl e on such Securities or certain classes
thereof will be covered by insurance policies and/or surety bonds provi ded by
one or nore insurance conpani es or sureties. Such instrunents nay cover, wth
respect to one or nore classes of Securities of the related series, tinely
distributions of interest and/or full distributions of principal on the basis of
a schedul e of principal distributions set forth in or determ ned in the manner
specified in the related Prospectus Suppl ement.
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RESERVE FUNDS

If so provided in the Prospectus Supplenent for a series of Securities,
deficiencies in anpbunts otherw se payabl e on such Securities or certain classes
thereof will be covered by one or nore reserve funds in which cash, a letter of
credit, Permtted Investnments, a demand note or a conbination thereof will be
deposited, in the ambunts so specified in such Prospectus Supplenent. The
reserve funds for a series nmay al so be funded over tine by depositing therein a
speci fied ambunt of the distributions received on the related Assets as
specified in the related Prospectus Suppl enent.

Amounts on deposit in any reserve fund for a series, together with the
rei nvestment income thereon, if any, will be applied for the purposes, in the
manner, and to the extent specified in the related Prospectus Supplenent. A
reserve fund nay be provided to increase the likelihood of tinely distributions
of principal of and interest on the Certificates. If so specified in the rel ated
Prospect us Suppl enent, reserve funds nay be established to provide limted
protection against only certain types of |osses and shortfalls. Follow ng each
Distribution Date, ambunts in a reserve fund in excess of any anount required to
be maintained therein nay be rel eased fromthe reserve fund under the conditions
and to the extent specified in the related Prospectus Supplenment and will not be
avail able for further application to the Securities.

Moneys deposited in any Reserve Funds will be invested in Permtted
I nvest nents, except as otherw se specified in the related Prospectus Suppl enent.
Unl ess ot herw se specified in the rel ated Prospectus Suppl enent, any
rei nvest nent incone or other gain fromsuch investnents will be credited to the
rel ated Reserve Fund for such series, and any loss resulting fromsuch
investnents will be charged to such Reserve Fund. However, such incone nmay be
payabl e to any related Master Servicer or another service provider as additiona
conpensation. The Reserve Fund, if any, for a series will not be a part of the
Trust Fund unl ess otherw se specified in the related Prospectus Suppl enent.

Addi tional information concerning any Reserve Fund will be set forth in
the rel ated Prospectus Suppl ement, including the initial balance of such Reserve
Fund, the bal ance required to be naintained in the Reserve Fund, the manner in
whi ch such required bal ance will decrease over time, the manner of funding such
Reserve Fund, the purposes for which funds in the Reserve Fund nay be applied to
make distributions to Securityhol ders and use of investnent earnings fromthe
Reserve Fund, if any.

CREDI T SUPPORT W TH RESPECT TO MBS

If so provided in the Prospectus Supplenent for a series of Securities,
the MBS in the related Trust Fund and/or the Mrtgage Loans underlying such MBS
may be covered by one or nore of the types of Credit Support described herein
The rel ated Prospectus Supplenment will specify as to each such formof Credit
Support the information indicated above with respect thereto, to the extent such
information is material and avail abl e.

CERTAI N LEGAL ASPECTS OF MORTGAGE LOANS

The foll ow ng discussion contains sumraries, which are general in nature
of certain state |aw | egal aspects of |oans secured by single-famly or
multi-famly residential properties. Because such | egal aspects are governed
primarily by the applicable laws of the state in which the related Mrtgaged
Property is located (which |aws may differ substantially), the summaries do not
purport to be conplete nor to reflect the laws of any particular state, nor to
enconpass the laws of all states in which the security for the Mrtgage Loans is
situated. The summaries are qualified in their entirety by reference to the
applicable federal and state | aws governing the Mrtgage Loans. See "Description
of the Trust Funds--Assets."

GENERAL

Al of the Mdrtgage Loans are | oans evidenced by a note or bond and
secured by instruments granting a security interest in real property which may
be nortgages, deeds of trust, security deeds or deeds to secure debt, depending
upon the prevailing practice and law in the state in which the Mrtgaged
Property is located. Mrtgages, deeds of trust and deeds to secure debt are
herein collectively referred to
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as "nortgages." Any of the foregoing types of nortgages will create a |lien upon,
or grant atitle interest in, the subject property, the priority of which wll
depend on the ternms of the particular security instrument, as well as separate
recorded, contractual arrangements with others holding interests in the

nort gaged property, the know edge of the parties to such instrunent as well as
the order of recordation of the instrument in the appropriate public recording
of fice. However, recording does not generally establish priority over
governmental clainms for real estate taxes and assessnments and ot her charges

i nposed under governnental police powers.

TYPES OF MORTGAGE | NSTRUMENTS

A nortgage either creates a lien against or constitutes a conveyance of
real property between two parties--a nortgagor (the borrower and usually the
owner of the subject property) and a nortgagee (the lender). In contrast, a deed
of trust is a three-party instrument, anpong a trustor (the equivalent of a
nortgagor), a trustee to whomthe nortgaged property is conveyed, and a
beneficiary (the lender) for whose benefit the conveyance is made. As used in
this Prospectus, unless the context otherw se requires, "nortgagor" includes the
trustor under a deed of trust and a grantor under a security deed or a deed to
secure debt. Under a deed of trust, the nortgagor grants the property,
irrevocably until the debt is paid, in trust, generally with a power of sale as
security for the indebtedness evidenced by the related note. A deed to secure
debt typically has two parties. By executing a deed to secure debt, the grantor
conveys title to, as opposed to nmerely creating a |ien upon, the subject
property to the grantee until such time as the underlying debt is repaid,
generally with a power of sale as security for the indebtedness evidenced by the
rel ated nortgage note. In case the nortgagor under a nortgage is a land trust,
there woul d be an additional party because legal title to the property is held
by a land trustee under a land trust agreenment for the benefit of the nortgagor.
At origination of a nortgage |loan involving a land trust, the nortgagor executes
a separate undertaking to nmake paynments on the nortgage note. The nortgagee's
authority under a nortgage, the trustee's authority under a deed of trust and
the grantee's authority under a deed to secure debt are governed by the express
provi sions of the nortgage, the law of the state in which the real property is
| ocated, certain federal laws (including, without limtation, the Service
Menmbers Civil Relief Act) and, in some cases, in deed of trust transactions, the
directions of the beneficiary.

I NTEREST | N REAL PROPERTY

The real property covered by a nortgage, deed of trust, security deed or
deed to secure debt is npst often the fee estate in land and inprovenents.
However, such an instrunent nmay encunber other interests in real property such
as a tenant's interest in a |lease of land or inprovenents, or both, and the
| easehol d estate created by such |l ease. An instrument covering an interest in
real property other than the fee estate requires special provisions in the
instrunent creating such interest or in the nortgage, deed of trust, security
deed or deed to secure debt, to protect the nortgagee against termnation of
such interest before the nortgage, deed of trust, security deed or deed to
secure debt is paid. Unless otherw se specified in the Prospectus Suppl enent,
the Depositor or the Asset Seller will make certain representations and
warranties in the Agreement with respect to any Moirtgage Loans that are secured
by an interest in a | easehold estate. Such representations and warranties, if
applicable, will be set forth in the Prospectus Suppl ement

COOPERATI VE LOANS

If specified in the Prospectus Supplenent relating to a series of Ofered
Securities, the Mortgage Loans may al so consist of cooperative apartnment |oans
(" Cooperative Loans") secured by security interests in shares issued by a
cooperative housing corporation (a "Cooperative") and in the related proprietary
| eases or occupancy agreenents granting exclusive rights to occupy specific
dwelling units in the Cooperatives' buildings. The security agreement will
create a lien upon, or grant atitle interest in, the property which it covers,
the priority of which wll depend on the ternms of the particular security
agreenment as well as the order of recordation of the agreenment in the
appropriate recording office. Such a
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lien or title interest is not prior to the lien for real estate taxes and
assessnments and ot her charges inposed under governnental police powers.

Each Cooperative owns in fee or has a | easehold interest in all the rea
property and owns in fee or |eases the building and all separate dwelling units
therein. The Cooperative is directly responsible for property managenent and, in
nost cases, paynment of real estate taxes, other governnental inpositions and
hazard and liability insurance. If there is a blanket nortgage or nortgages on
the Cooperative apartment building or underlying land, as is generally the case
or an underlying | ease of the land, as is the case in sone instances, the
Cooperative, as property nortgagor, or |essee, as the case may be, is also
responsi bl e for neeting these nortgage or rental obligations. A blanket nortgage
is ordinarily incurred by the Cooperative in connection with either the
construction or purchase of the Cooperative's apartment building or obtaining of
capital by the Cooperative. The interest of the occupant under proprietary
| eases or occupancy agreenents as to which that Cooperative is the landlord are
general ly subordinate to the interest of the holder of a blanket nortgage and to
the interest of the holder of a land |lease. If the Cooperative is unable to neet
the paynent obligations (i) arising under a bl anket nortgage, the nortgagee
hol di ng a bl anket nortgage could foreclose on that nortgage and term nate al
subordinate proprietary | eases and occupancy agreenents or (ii) arising under
its land | ease, the holder of the landlord' s interest under the | and | ease could
termnate it and all subordinate proprietary |eases and occupancy agreenents.

Al so, a blanket nmortgage on a Cooperative may provide financing in the formof a
nortgage that does not fully anortize, with a significant portion of principa
being due in one final paynment at maturity. The inability of the Cooperative to
refinance a nortgage and its consequent inability to make such final paynent
could lead to foreclosure by the nortgagee. Sinmlarly, a |land | ease has an
expiration date and the inability of the Cooperative to extend its termor, in
the alternative, to purchase the land could lead to term nation of the
Cooperative's interest in the property and term nation of all proprietary |eases
and occupancy agreenment. In either event, a foreclosure by the holder of a

bl anket nortgage or the termination of the underlying | ease could elimnate or
significantly dimnish the value of any collateral held by the |ender that
financed the purchase by an individual tenant stockhol der of Cooperative shares
or, in the case of the Mrtgage Loans, the collateral securing the Cooperative
Loans.

The Cooperative is owned by tenant-stockhol ders who, through ownership of
stock or shares in the corporation, receive proprietary |ease or occupancy
agreenents which confer exclusive rights to occupy specific units. Cenerally, a
t enant - st ockhol der of a Cooperative nust make a nonthly paynent to the
Cooperative representing such tenant-stockholder's pro rata share of the
Cooperative's paynents for its blanket nortgage, real property taxes,
mai nt enance expenses and ot her capital or ordinary expenses. An ownership
interest in a Cooperative and acconpanyi ng occupancy rights are financed through
a cooperative share | oan evidenced by a prom ssory note and secured by an
assignment of and a security interest in the occupancy agreenment or proprietary
| ease and a security interest in the related cooperative shares. The | ender
general |y takes possession of the share certificate and a counterpart of the
proprietary |ease or occupancy agreenent and a financing statenment covering the
proprietary | ease or occupancy agreenent and the cooperative shares is filed in
the appropriate state and local offices to perfect the lender's interest inits
collateral. Subject to the limtations discussed bel ow, upon default of the
t enant - st ockhol der, the |ender may sue for judgnent on the prom ssory note
di spose of the collateral at a public or private sale or otherw se proceed
agai nst the collateral or tenant-stockhol der as an individual as provided in the
security agreenent covering the assignment of the proprietary | ease or occupancy
agreenent and the pl edge of cooperative shares. See "Forecl osure--Cooperatives"
bel ow.

FORECLOSURE
Cener al

Foreclosure is a | egal procedure that allows the nortgagee to recover its
nort gage debt by enforcing its rights and avail able | egal renedies under the
nortgage. |f the nortgagor defaults in paynent or perfornmance of its obligations
under the note or nortgage, the nortgagee has the right to institute foreclosure
proceedings to sell the nortgaged property at public auction to satisfy the
i ndebt edness.
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Forecl osure procedures with respect to the enforcenent of a nortgage vary
fromstate to state. Two primary nmethods of foreclosing a nortgage are judicial
forecl osure and non-judicial foreclosure pursuant to a power of sale granted in
the nortgage instrument. There are several other foreclosure procedures
available in some states that are either infrequently used or available only in
certain limted circunstances, such as strict foreclosure

Judi ci al Forecl osure

A judicial foreclosure proceeding is conducted in a court having
jurisdiction over the nortgaged property. CGenerally, the action is initiated by
the service of |egal pleadings upon all parties having an interest of record in
the real property. Delays in conpletion of the forecl osure may occasionally
result fromdifficulties in |locating defendants. Wen the lender's right to
foreclose is contested, the |egal proceedings can be tinme-consum ng. Upon
successful conpletion of a judicial foreclosure proceeding, the court generally
i ssues a judgnent of foreclosure and appoints a referee or other officer to
conduct a public sale of the nortgaged property, the proceeds of which are used
to satisfy the judgment. Such sales are nade in accordance with procedures that
vary fromstate to state.

Equitable Limtations on Enforceability of Certain Provisions

United States courts have traditionally inposed general equitable
principles to linmt the renedies available to a nortgagee in connection with
forecl osure. These equitable principles are generally designed to relieve the
nortgagor fromthe | egal effect of nortgage defaults, to the extent that such
effect is perceived as harsh or unfair. Relying on such principles, a court may
alter the specific terms of a loan to the extent it considers necessary to
prevent or renmedy an injustice, undue oppression or overreaching, or may require
the |l ender to undertake affirmative and expensive actions to determ ne the cause
of the nortgagor's default and the |ikelihood that the nortgagor will be able to
reinstate the loan. In sone cases, courts have substituted their judgnent for
the lender's and have required that |enders reinstate | oans or recast paynent
schedul es in order to accommopdate nortgagors who are suffering froma tenporary
financial disability. In other cases, courts have limted the right of the
lender to foreclose if the default under the nortgage is not nonetary, e.g., the
nortgagor failed to maintain the nortgaged property adequately or the nortgagor
executed a junior nortgage on the nortgaged property. The exercise by the court
of its equity powers will depend on the individual circunstances of each case
presented to it. Finally, sone courts have been faced with the issue of whether
federal or state constitutional provisions reflecting due process concerns for
adequate notice require that a nortgagor receive notice in addition to
statutorily-prescribed mninmumnotice. For the npbst part, these cases have
uphel d the reasonabl eness of the notice provisions or have found that a public
sal e under a nortgage providing for a power of sale does not involve sufficient
state action to afford constitutional protections to the nortgagor.

Non-Judi ci al Forecl osure/ Power of Sale

Forecl osure of a deed of trust is generally acconplished by a non-judicia
trustee's sale pursuant to the power of sale granted in the deed of trust. A
power of sale is typically granted in a deed of trust. It may al so be contained
in any other type of nortgage instrunent. A power of sale allows a non-judicia
public sale to be conducted generally followi ng a request fromthe
beneficiary/lender to the trustee to sell the property upon any default by the
nort gagor under the terns of the nortgage note or the nortgage instrunent and
after notice of sale is given in accordance with the terns of the nortgage
instrunent, as well as applicable state law. In sone states, prior to such sale,
the trustee under a deed of trust nust record a notice of default and notice of
sal e and send a copy to the nortgagor and to any other party who has recorded a
request for a copy of a notice of default and notice of sale. In addition, in
sonme states the trustee nmust provide notice to any other party having an
interest of record in the real property, including junior lienholders. A notice
of sale nmust be posted in a public place and, in npst states, published for a
specified period of time in one or nore newspapers. The nortgagor or junior
I'i enhol der may then have the right, during a reinstatenment period required in
sone states, to cure the default by paying the entire actual ampunt in arrears
(without acceleration) plus the expenses incurred in enforcing the obligation
In ot her
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states, the nortgagor or the junior |ienholder is not provided a period to
reinstate the loan, but has only the right to pay off the entire debt to prevent
the foreclosure sale. Cenerally, the procedure for public sale, the parties
entitled to notice, the nethod of giving notice and the applicable tine periods
are governed by state |law and vary anong the states. Foreclosure of a deed to
secure debt is also generally acconplished by a non-judicial sale simlar to
that required by a deed of trust, except that the lender or its agent, rather
than a trustee, is typically enpowered to performthe sale in accordance with
the terms of the deed to secure debt and applicable | aw.

Public Sale

Athird party may be unwilling to purchase a nortgaged property at a
public sale because of the difficulty in determning the value of such property
at the time of sale, due to, anpbng other things, redenption rights which may
exi st and the possibility of physical deterioration of the property during the
forecl osure proceedings. For these reasons, it is comon for the lender to
purchase the nortgaged property for an ampbunt equal to or |less than the
underlying debt and accrued and unpaid interest plus the expenses of
foreclosure. Cenerally, state |law controls the amount of foreclosure costs and
expenses which may be recovered by a |l ender. Thereafter, subject to the
nortgagor's right in some states to remain in possession during a redenption
period, if applicable, the lender will beconme the owner of the property and have
both the benefits and burdens of ownership of the nortgaged property. For
exanpl e, the lender will becone obligated to pay taxes, obtain casualty
insurance and to make such repairs at its own expense as are necessary to render
the property suitable for sale. The lender will comonly obtain the services of
a real estate broker and pay the broker's conmmi ssion in connection with the sale
of the property. Depending upon market conditions, the ultimte proceeds of the
sale of the property may not equal the lender's investnment in the property.
Moreover, a lender commonly incurs substantial |egal fees and court costs in
acquiring a nortgaged property through contested foreclosure and/ or bankruptcy
proceedi ngs. Generally, state |law controls the ambunt of forecl osure expenses
and costs, including attorneys' fees, that may be recovered by a | ender.

A junior nortgagee may not foreclose on the property securing the junior
nortgage unless it forecloses subject to senior nortgages and any other prior
liens, in which case it nmay be obliged to nake paynents on the senior nortgages
to avoid their foreclosure. In addition, in the event that the foreclosure of a
junior nortgage triggers the enforcenent of a "due-on-sale" clause contained in
a senior nortgage, the junior nortgagee nmay be required to pay the full anount
of the senior nortgage to avoid its foreclosure. Accordingly, with respect to
those Mortgage Loans, if any, that are junior nortgage |oans, if the |ender
purchases the property the lender's title will be subject to all senior
nortgages, prior liens and certain governnental |iens

The proceeds received by the referee or trustee fromthe sale are applied
first to the costs, fees and expenses of sale and then in satisfaction of the
i ndebt edness secured by the nortgage under which the sale was conducted. Any
proceeds remaining after satisfaction of senior nortgage debt are generally
payabl e to the holders of junior nortgages and other liens and clains in order
of their priority, whether or not the nortgagor is in default. Any additiona
proceeds are generally payable to the nortgagor. The paynent of the proceeds to
the hol ders of junior nortgages may occur in the foreclosure action of the
seni or nortgage or a subsequent ancillary proceeding or may require the
institution of separate |egal proceedings by such hol ders.

Ri ghts of Redenption

The purposes of a foreclosure action are to enable the nortgagee to
realize upon its security and to bar the nortgagor, and all persons who have an
interest in the property which is subordinate to the nortgage being forecl osed
fromexercise of their "equity of redenption.” The doctrine of equity of
redenption provides that, until the property covered by a nortgage has been sold
in accordance with a properly conducted foreclosure and forecl osure sale, those
having an interest which is subordinate to that of the foreclosing nortgagee
have an equity of redenption and may redeem the property by paying the entire
debt with interest. In addition, in some states, when a foreclosure action has
been commenced, the
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redeenming party nust pay certain costs of such action. Those having an equity of
redenption nust generally be made parties and joined in the foreclosure
proceeding in order for their equity of redenption to be cut off and term nated

The equity of redenption is a common-|aw (non-statutory) right which
exists prior to conpletion of the foreclosure, is not waivable by the nortgagor,
must be exercised prior to foreclosure sale and should be distinguished fromthe
post-sale statutory rights of redenption. In sone states, after sale pursuant to
a deed of trust or foreclosure of a nortgage, the nortgagor and forecl osed
junior lienors are given a statutory period in which to redeemthe property from
the foreclosure sale. In sone states, statutory redenption may occur only upon
paynment of the foreclosure sale price. In other states, redenpti on may be
aut hori zed if the former nortgagor pays only a portion of the sunms due. The
effect of a statutory right of redenption is to dimnish the ability of the
| ender to sell the foreclosed property. The exercise of a right of redenption
woul d defeat the title of any purchaser froma foreclosure sale or sale under a
deed of trust. Consequently, the practical effect of the redenption right is to
force the lender to maintain the property and pay the expenses of ownership
until the redenption period has expired. In some states, a post-sale statutory
right of redenption nmay exist follow ng a judicial foreclosure, but not
followng a trustee's sale under a deed of trust.

Under the REM C Provisions currently in effect, property acquired by
forecl osure generally nmust not be held for nore than three years. Unless
otherwi se provided in the rel ated Prospectus Supplenment, with respect to a
series of Securities for which an election is made to qualify the Trust Fund or
a part thereof as a REMC, the Agreenent will permt foreclosed property to be
held for nore than three years if the Internal Revenue Service grants an
extension of time within which to sell such property or independent counse
renders an opinion to the effect that hol ding such property for such additiona
period is perm ssible under the REM C Provi si ons.

Cooperative Loans

The cooperative shares owned by the tenant-stockhol der and pl edged to the
| ender are, in alnpst all cases, subject to restrictions on transfer as set
forth in the Cooperative's Certificate of Incorporation and By-laws, as well as
the proprietary | ease or occupancy agreenent, and may be cancelled by the
Cooperative for failure by the tenant-stockholder to pay rent or other
obligations or charges owed by such tenant-stockhol der, including nmechanics
i ens agai nst the Cooperative apartnment building incurred by such
t enant - st ockhol der. The proprietary | ease or occupancy agreenent generally
pernmits the Cooperative to term nate such | ease or agreenent in the event an
obligor fails to make paynments or defaults in the performance of covenants
required thereunder. Typically, the | ender and the Cooperative enter into a
recogniti on agreenent which establishes the rights and obligations of both
parties in the event of a default by the tenant-stockhol der. Under the
proprietary | ease or occupancy agreenent such a default will usually constitute
a default under the security agreement between the |ender and the
t enant - st ockhol der.

The recognition agreenent generally provides that, in the event that the
t enant - st ockhol der has defaul ted under the proprietary | ease or occupancy
agreenent, the Cooperative will take no action to termnate such | ease or
agreenment until the | ender has been provided with an opportunity to cure the
default. The recognition agreenment typically provides that if the proprietary
| ease or occupancy agreenent is term nated, the Cooperative will recognize the
I ender's lien against proceeds fromthe sale of the Cooperative apartnent,
subj ect, however, to the Cooperative's right to sums due under such proprietary
| ease or occupancy agreenent. The total anpunt owed to the Cooperative by the
t enant - st ockhol der, which the | ender generally cannot restrict and does not
nonitor, could reduce the value of the collateral bel ow the outstanding
princi pal bal ance of the Cooperative Loan and accrued and unpaid interest
thereon. Recognition agreenments also provide that in the event of a foreclosure
on a Cooperative Loan, the | ender nmust obtain the approval or consent of the
Cooperative as required by the proprietary | ease before transferring the
cooperative shares or assigning the proprietary |lease. CGenerally, the lender is
not limted in any rights it may have to di spossess the tenant-stockhol ders.

63



In sone states, foreclosure on the cooperative shares is acconplished by a
sale in accordance with the provisions of Article 9 of the UCC and the security
agreenment relating to those shares. Article 9 of the UCC requires that a sale be
conducted in a "commercially reasonabl e" manner. \Wether a foreclosure sale has
been conducted in a "commercially reasonable" manner will depend on the facts in
each case. In determning commercial reasonabl eness, a court will look to the
notice given the debtor and the nethod, manner, tine, place and terns of the
foreclosure. Cenerally, a sale conducted according to the usual practice of
banks selling simlar collateral will be considered reasonably conducted

Article 9 of the UCC provides that the proceeds of the sale will be
applied first to pay the costs and expenses of the sale and then to satisfy the
i ndebt edness secured by the lender's security interest. The recognition
agreenent, however, generally provides that the lender's right to reinbursenent
is subject to the right of the Cooperatives to receive suns due under the
proprietary | ease or occupancy agreenent. |If there are proceeds remaining, the
| ender nust account to the tenant-stockhol der for the surplus. Conversely, if a
portion of the indebtedness remains unpaid, the tenant-stockholder is generally
responsi bl e for the deficiency.

In the case of foreclosure on a building which was converted froma renta
building to a building owned by a Cooperative under a non-eviction plan, sone
states require that a purchaser at a foreclosure sale take the property subject
to rent control and rent stabilization |aws which apply to certain tenants who
elected to remain in the building when it was so converted

JUNI OR MORTGAGES

Sone of the Mortgage Loans may be secured by junior nortgages or deeds of
trust, which are subordinate to first or other senior nortgages or deeds of
trust held by other lenders. The rights of the Trust Fund as the hol der of a
junior deed of trust or a junior nortgage are subordinate in lien and in paynent
to those of the holder of the senior nortgage or deed of trust, including the
prior rights of the senior nortgagee or beneficiary to receive and apply hazard
i nsurance and condemmati on proceeds and, upon default of the nortgagor, to cause
a foreclosure on the property. Upon conpletion of the forecl osure proceedi ngs by
the hol der of the senior nortgage or the sale pursuant to the deed of trust, the
junior nortgagee's or junior beneficiary's lien will be extinguished unless the
junior lienholder satisfies the defaulted senior |oan or asserts its subordinate
interest in a property in foreclosure proceedings. See "--Foreclosure" herein

Furt hernore, because the terns of the junior nortgage or deed of trust are
subordinate to the terns of the first nortgage or deed of trust, in the event of
a conflict between the terns of the first nortgage or deed of trust and the
junior nortgage or deed of trust, the ternms of the first nortgage or deed of
trust will generally govern. Upon a failure of the nortgagor or trustor to
performany of its obligations, the senior nortgagee or beneficiary, subject to
the terms of the senior nortgage or deed of trust, may have the right to perform
the obligation itself. Generally, all suns so expended by the nortgagee or
beneficiary becone part of the indebtedness secured by the nortgage or deed of
trust. To the extent a first nortgagee expends such sums, such sums will
generally have priority over all suns due under the junior nortgage

ANTI - DEFI CI ENCY LEG SLATI ON AND OTHER LI M TATI ONS ON LENDERS

Statutes in sonme states |limt the right of a beneficiary under a deed of
trust or a nortgagee under a nortgage to obtain a deficiency judgnent against
the nortgagor followi ng foreclosure or sale under a deed of trust. A deficiency
judgnent woul d be a personal judgnent against the fornmer nortgagor equal to the
di fference between the net anmpunt realized upon the public sale of the rea
property and the ambunt due to the lender. Some states require the |ender to
exhaust the security afforded under a nortgage by foreclosure in an attenpt to
satisfy the full debt before bringing a personal action against the nortgagor.
In certain other states, the | ender has the option of bringing a personal action
agai nst the nortgagor on the debt w thout first exhausting such security;
however, in sone of these states, the | ender, follow ng judgnent on such
personal action, may be deermed to have el ected a renmedy and may be precl uded
fromexercising renedies with respect to the security. In sone cases, a |ender
wi || be precluded from exercising
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any additional rights under the note or nortgage if it has taken any prior
enforcenent action. Consequently, the practical effect of the election
requirenent, in those states permtting such election, is that Ienders will
usual |y proceed agai nst the security first rather than bringing a persona
action against the nmortgagor. Finally, other statutory provisions limt any
deficiency judgnent against the former nortgagor followmng a judicial sale to
the excess of the outstanding debt over the fair market value of the property at
the time of the public sale. The purpose of these statutes is generally to
prevent a |lender fromobtaining a | arge deficiency judgnent against the former
nortgagor as a result of low or no bids at the judicial sale.

In addition to laws limting or prohibiting deficiency judgnents, nunerous
other federal and state statutory provisions, including the federal bankruptcy
laws and state laws affording relief to debtors, may interfere with or affect
the ability of the secured nortgage |ender to realize upon collateral or enforce
a deficiency judgnent. For exanple, with respect to federal bankruptcy law, a
court with federal bankruptcy jurisdiction may permt a debtor through his or
her Chapter 11 or Chapter 13 rehabilitative plan to cure a nonetary default in
respect of a nobrtgage |oan on a debtor's residence by paying arrearages within a
reasonable tine period and reinstating the original nortgage |oan paynent
schedul e even though the | ender accel erated the nortgage | oan and final judgnent
of foreclosure had been entered in state court (provided no sale of the
resi dence had yet occurred) prior to the filing of the debtor's petition. Sone
courts with federal bankruptcy jurisdiction have approved plans, based on the
particular facts of the reorgani zation case, that effected the curing of a
nortgage | oan default by paying arrearages over a nunber of years.

Courts with federal bankruptcy jurisdiction have also indicated that the
terms of a nortgage |oan secured by property of the debtor nay be nodified
These courts have all owed nodifications that include reducing the amount of each
nmont hl y paynent, changing the rate of interest, altering the repaynment schedul e,
forgiving all or a portion of the debt and reducing the lender's security
interest to the value of the residence, thus | eaving the | ender a genera
unsecured creditor for the difference between the value of the residence and the
out st andi ng bal ance of the loan. Generally, however, the ternms of a nortgage
| oan secured only by a nortgage on real property that is the debtor's principa
resi dence may not be nodified pursuant to a plan confirmed pursuant to Chapter
11 or Chapter 13 except with respect to nortgage paynent arrearages, which may
be cured within a reasonable tinme period

Certain tax liens arising under the Internal Revenue Code of 1986, as
amended, may in certain circunstances provide priority over the lien of a
nortgage or deed of trust. In addition, substantive requirenments are inposed
upon nortgage |l enders in connection with the origination and the servicing of
nort gage | oans by nunerous federal and sone state consuner protection |aws.
These |l aws include the federal Truth-in-Lending Act, Real Estate Settlenent
Procedures Act, Equal Credit Opportunity Act, Fair Credit Billing Act, Fair
Credit Reporting Act and related statutes. These federal |aws inpose specific
statutory liabilities upon | enders who originate nortgage | oans and who fail to
conply with the provisions of the law. In sone cases this liability may affect
assi gnees of the nortgage |oans

Generally, Article 9 of the UCC governs forecl osure on cooperative shares
and the related proprietary | ease or occupancy agreenent. Sonme courts have
interpreted section 9-504 of the UCC to prohibit a deficiency award unl ess the
creditor establishes that the sale of the collateral (which, in the case of a
Cooperative Loan, would be the shares of the Cooperative and the rel ated
proprietary | ease or occupancy agreenent) was conducted in a commercially
reasonabl e manner.

ENVI RONVENTAL LEG SLATI ON

Certain states inpose a statutory lien for associated costs on property
that is the subject of a cleanup action by the state on account of hazardous
wast es or hazardous substances rel eased or disposed of on the property. Such a
lien will generally have priority over all subsequent liens on the property and
in certain of these states, will have priority over prior recorded |liens
including the lien of a nortgage. In addition, under federal environnenta
| egislation and under state law in a nunber of states, a secured party that
takes a deed in lieu of foreclosure or acquires a nortgaged property at a
forecl osure sale or beconmes involved in the operation or managenent of a
property so as to be deemed an "owner" or "operator" of
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the property may be liable for the costs of cleaning up a contam nated site

Al t hough such costs coul d be substantial, it is unclear whether they woul d be

i nposed on a | ender (such as a Trust Fund) secured by residential real property.
In the event that title to a Mdortgaged Property securing a Mortgage Loan in a
Trust Fund was acquired by the Trust Fund and cl eanup costs were incurred in
respect of the Mrtgaged Property, the holders of the related series of
Securities mght realize a loss if such costs were required to be paid by the
Trust Fund.

DUE- ON- SALE CLAUSES

Unl ess the rel ated Prospectus Suppl enent indicates otherw se, the Mrtgage
Loans will contain due-on-sale clauses. These clauses generally provide that the
| ender nay accelerate the maturity of the loan if the nortgagor sells, transfers
or conveys the related Mrtgaged Property. The enforceability of due-on-sale
cl auses has been the subject of legislation or litigation in many states and, in
sone cases, the enforceability of these clauses was |limted or denied. However,
with respect to certain loans the Garn-St Gernmin Depository Institutions Act of
1982 preenpts state constitutional, statutory and case |law that prohibits the
enforcenent of due-on-sale clauses and pernits |lenders to enforce these cl auses
in accordance with their terns, subject to certain linmted exceptions
Due- on-sal e cl auses contained in nortgage | oans originated by federal savings
and | oan associ ations or federal savings banks are fully enforceable pursuant to
regul ations of the United States Federal Hone Loan Bank Board, as succeeded by
the OFfice of Thrift Supervision, which preenpt state law restrictions on the
enforcenment of such clauses. Simlarly, "due-on-sale" clauses in nortgage |oans
made by national banks and federal credit unions are now fully enforceable
pursuant to preenptive regulations of the Conptroller of the Currency and the
National Credit Union Adm nistration, respectively.

The Garn-St Germain Act also sets forth nine specific instances in which a
nort gage | ender covered by the act (including federal savings and | oan
associ ations and federal savings banks) may not exercise a "due-on-sale" clause
notw t hstanding the fact that a transfer of the property nay have occurred
These include intra-famly transfers, certain transfers by operation of |aw,
| eases of fewer than three years and the creation of a junior encunbrance
Regul ati ons promul gated under the Garn-St Germain Act al so prohibit the
i nposition of a prepaynent penalty upon the acceleration of a |oan pursuant to a
due-on-sale clause. The inability to enforce a "due-on-sale" clause may result
in a nortgage that bears an interest rate below the current market rate being
assunmed by a new home buyer rather than being paid off, which may affect the
average |life of the Mortgage Loans and the nunmber of Mrtgage Loans whi ch may
extend to maturity.

SUBORDI NATE FI NANCI NG

Wiere a nortgagor encunbers nortgaged property with one or nore junior
liens, the senior lender is subjected to additional risk. First, the nortgagor
may have difficulty servicing and repaying nultiple loans. In addition, if the
junior loan permts recourse to the nortgagor (as junior |oans often do) and the
seni or | oan does not, a nortgagor may be nore likely to repay suns due on the
junior loan than those on the senior |oan. Second, acts of the senior |ender
that prejudice the junior lender or inpair the junior lender's security may
create a superior equity in favor of the junior |lender. For exanple, if the
nort gagor and the senior |ender agree to an increase in the principal anmbunt of
or the interest rate payable on the senior |loan, the senior lender may lose its
priority to the extent any existing junior |lender is harnmed or the nortgagor is
additionally burdened. Third, if the nortgagor defaults on the senior |oan
and/ or any junior |loan or |oans, the existence of junior |oans and actions taken
by junior lenders can inpair the security available to the senior |ender and can
interfere with or delay the taking of action by the senior |ender. Mreover, the
bankruptcy of a junior lender nay operate to stay foreclosure or simlar
proceedi ngs by the senior |ender.

APPLI CABI LI TY OF USURY LAWS

Title V of the Depository Institutions Deregul ation and Mnetary Contro
Act of 1980, enacted in March 1980 ("Title V'), provides that state usury
limtations shall not apply to certain types of residentia
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first nmortgage | oans originated by certain |l enders after March 31, 1980. A
simlar federal statute was in effect with respect to nortgage | oans made during
the first three months of 1980. The O fice of Thrift Supervision is authorized
to issue rules and regul ations and to publish interpretations governing

impl enentation of Title V. The statute authorized any state to reinpose interest
rate limts by adopting, before April 1, 1983, a law or constitutional provision
that expressly rejects application of the federal law. |In addition, even where
Title Vis not so rejected, any state is authorized by the law to adopt a
provision limting discount points or other charges on nortgage | oans covered by
Title V. Certain states have taken action to reinpose interest rate linmts
and/or to limt discount points or other charges.

The Depositor believes that a court interpreting Title V would hold that
residential first nortgage |oans that are originated on or after January 1, 1980
are subject to federal preenption. Therefore, in a state that has not taken the
requisite action to reject application of Title V or to adopt a provision
limting discount points or other charges prior to origination of such nortgage
| oans, any such limtation under such state's usury |aw would not apply to such
nort gage | oans.

In any state in which application of Title V has been expressly rejected
or a provision limting discount points or other charges is adopted, no nortgage
loan originated after the date of such state action will be eligible for
inclusion in a Trust Fund unless (i) such nortgage | oan provides for such
interest rate, discount points and charges as are permtted in such state or
(ii) such nortgage | oan provides that the terns thereof shall be construed in
accordance with the |aws of another state under which such interest rate
di scount points and charges woul d not be usurious and the nortgagor's counse
has rendered an opinion that such choice of |aw provision would be given effect.

Statutes differ in their provisions as to the consequences of a usurious
| oan. One group of statutes requires the lender to forfeit the interest due
above the applicable limt or inpose a specified penalty. Under this statutory
scheme, the nortgagor may cancel the recorded nortgage or deed of trust upon
paying its debt with lawful interest, and the | ender may foreclose, but only for
the debt plus lawful interest. A second group of statutes is nore severe. A
violation of this type of usury law results in the invalidation of the
transaction, thereby permtting the nortgagor to cancel the recorded nortgage or
deed of trust w thout any paynent or prohibiting the | ender fromforeclosing

ALTERNATI VE MORTGAGE | NSTRUMENTS

Al'ternative nortgage instrunents, including adjustable rate nortgage | oans
and early ownership nortgage |oans, originated by non-federally chartered
| enders have historically been subject to a variety of restrictions. Such
restrictions differed fromstate to state, resulting in difficulties in
determ ni ng whether a particular alternative nortgage instrunent originated by a
state-chartered | ender was in conpliance with applicable law. These difficulties
were alleviated substantially as a result of the enactnent of Title VIII of the
Garn-St Germain Act ("Title VII1"). Title VIIl provides that, notw thstandi ng
any state law to the contrary, state-chartered banks may originate alternative
nortgage instruments in accordance with regul ati ons promnul gated by the
Conptroller of the Currency with respect to origination of alternative nortgage
instrunents by national banks; state-chartered credit unions nmay originate
alternative nortgage instruments in accordance with regul ati ons pronul gated by
the National Credit Union Adm nistration with respect to origination of
alternative nortgage instruments by federal credit unions; and all other non-
federally chartered housing creditors, including state-chartered savings and
| oan associ ations, state-chartered savings banks and nutual savings banks and
nort gage banki ng conpanies, nmay originate alternative nortgage instrunents in
accordance with the regul ati ons pronul gated by the Federal Honme Loan Bank Board
predecessor to the Ofice of Thrift Supervision, with respect to origination of
alternative nortgage instruments by federal savings and | oan associations. Title
VI11 provides that any state may reject applicability of the provisions of Title
VIl by adopting, prior to Cctober 15, 1985, a |law or constitutional provision
expressly rejecting the applicability of such provisions. Certain states have
taken such action.

67



SERVI CEMEMBERS CI VI L RELI EF ACT

The Servicemenbers Cvil Relief Act was recently signed into | aw, revising
the Soldiers' and Sailors' Cvil Relief Act of 1940 (the "Relief Act"). Under
the terns of the Relief Act, a nortgagor who enters military service after the
origination of such nortgagor's Mrtgage Loan (including a nortgagor who was in
reserve status and is called to active duty after origination of the Mrtgage
Loan), may not be charged interest (including fees and charges) above an annua
rate of 6% (and all interest in excess of 6% shall be forgiven) during the
period of such nortgagor's active duty status, unless a court orders otherw se
upon application of the lender. The Relief Act applies to nortgagors who are
nenbers of all branches of the mlitary (including draftees and reservists in
mlitary service called to active duty). Because the Relief Act applies to
nortgagors who enter mlitary service (including reservists who are called to
active duty) after origination of the related Mrtgage Loan, no information can
be provided as to the nunber of |oans that nay be affected by the Relief Act.
Application of the Relief Act would adversely affect, for an indeterm nate
period of time, the ability of any servicer to collect full ampbunts of interest
on certain of the Mortgage Loans. Any shortfalls in interest collections
resulting fromthe application of the Relief Act would result in a reduction of
the anmounts distributable to the holders of the related series of Certificates
and woul d not be covered by advances or, unless otherw se specified in the
rel ated Prospectus Supplenent, any formof Credit Support provided in connection
with such Certificates. In addition, the Relief Act inposes limitations that
woul d inpair the ability of the servicer to foreclose on an affected Mrtgage
Loan during the nortgagor's period of active duty status, and, under certain
circunstances, during an additional three nonth period thereafter. Thus, in the
event that such a Mortgage Loan goes into default, there may be del ays and
| osses occasi oned thereby.

FORFEI TURES | N DRUG AND RI CO PROCEEDI NGS

Federal |aw provides that property purchased or inproved with assets
derived fromcrimnal activity or otherwise tainted, or used in the conm ssion
of certain offenses, can be seized and ordered forfeited to the United States of
Arerica. The of fenses which can trigger such a seizure and forfeiture include
among ot hers, violations of the Racketeer Influenced and Corrupt Organizations
Act, the Bank Secrecy Act, the anti-noney |aundering |aws and regul ati ons,

i ncluding the USA Patriot Act of 2001 and the regul ations issued pursuant to
that Act, as well as the narcotic drug laws. In many instances, the United
States nmmy seize the property even before a conviction occurs.

In the event of a forfeiture proceeding, a |l ender nay be able to avoid
forfeiture of its interest in the property by proving that (1) its nortgage was
executed and recorded before the comm ssion of the illegal conduct from which
the assets used to purchase or inprove the property were derived or before the
conmi ssion of any other crime upon which the forfeiture is based, or (2) the
| ender, at the tine of the execution of the nortgage, "did not know or was
reasonably without cause to believe that the property was subject to
forfeiture." However, there is no assurance that such a defense will be
successful

THE CONTRACTS

General. The manufactured housing contracts and hone i nprovenent
contracts, other than those that are unsecured or are secured by nortgages on
real estate generally, are "chattel paper" or constitute "purchase noney
security interests" each as defined in the UCC. Pursuant to the UCC, the sale of
chattel paper is treated in a manner simlar to perfection of a security
interest in chattel paper. Under the rel ated agreenent, the Depositor or the
seller will transfer physical possession of the contracts to the trustee or a
designated custodian or may retain possession of the contracts as custodian for
the trustee. In addition, the Depositor will nmmke an appropriate filing of a
UCC-1 financing statement in the appropriate states to, anong other things, give
notice of the trust fund's ownership of the contracts. The contracts will not be
stanped or otherwi se marked to reflect their assignment fromthe Depositor or
the trustee unless the related prospectus supplenment states that they will be so
stanped. Wth respect to each transaction, a decision will be made as to whether
or not the contracts will be stanped or otherwi se marked to reflect their
assignment fromthe Depositor to the trustee, based upon, anpng other things,
the practices and procedures of the related originator and servicer and after
consultation with the applicable rating agency or
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rating agencies. Therefore, if the contracts are not stanped or otherw se marked
to reflect their assignment fromthe Depositor to the trustee and through
negl i gence, fraud or otherw se, a subsequent purchaser were able to take

physi cal possession of the contracts wi thout notice of the assignment, the trust
fund's interest in the contracts could be defeated

Security Interests in Honme |nprovenments. The contracts that are secured
by home inprovenents grant to the originator of those contracts a purchase noney
security interest in the home inprovenents to secure all or part of the purchase
price of the hone inprovenents and rel ated services. A financing statenent
generally is not required to be filed to perfect a purchase noney security
interest in consuner goods. The purchase npbney security interests are
assignable. In general, a purchase noney security interest grants to the hol der
a security interest that has priority over a conflicting security interest in
the same collateral and the proceeds of that collateral. However, to the extent
that the collateral subject to a purchase nobney security interest becones a
fixture, in order for the related purchase nobney security interest to take
priority over a conflicting interest in the fixture, the holder's interest in
that hone inprovenment nmust generally be perfected by a tinmely fixture filing. In
general, a security interest does not exist under the UCC in ordinary building
material incorporated into an inprovenent on | and. Hone inprovenent contracts
that finance |unber, bricks, other types of ordinary building materials or other
goods that are deenmed to | ose that characterization upon incorporation of those
materials into the related property, will not be secured by a purchase noney
security interest in the hone inprovenent being financed

Enforcenent of Security Interest in Hone Inprovenents. So long as the
horme i nprovenent is not governed by real estate law, a creditor can repossess a
hone i nprovenent securing a contract by voluntary surrender, by "self-hel p"
repossession that is "peaceful"--i.e., without breach of the peace--or, in the
absence of voluntary surrender and the ability to repossess w thout breach of
the peace, by judicial process. The holder of a contract nust give the debtor a
nunber of days' notice, which varies from 10 to 30 days depending on the state
prior to conmencenent of any repossession. The UCC and consumer protection |aws
in nost states place restrictions on repossession sales, including requiring
prior notice to the debtor and commrercial reasonabl eness in effecting a
repossession sale. The law in npost states also requires that the debtor be given
notice of any sale prior to resale of the unit that the debtor nay redeem at or
before the resale.

Under the laws of npst states, a creditor is entitled to obtain a
deficiency judgnment froma debtor for any deficiency on repossession and resale
of the property securing the debtor's nortgage | oan. However, some states inpose
prohibitions or limtations on deficiency judgnents, and in many cases the
defaul ting borrower would have no assets with which to pay a judgnment. O her
statutory provisions, including federal and state bankruptcy and insolvency |aws
and general equitable principles, may limt or delay the ability of a lender to
repossess and resell collateral or enforce a deficiency judgnent.

Security Interests in the Manufactured Hones. The manufactured hones
securing the manufactured housing contracts may be located in all 50 states and
the District of Colunbia. Security interests in manufactured homes nmay be
perfected either by notation of the secured party's lien on the certificate of
title or by delivery of the required documents and paynment of a fee to the state
nmot or vehicle authority, depending on state law. The security interests of the
related trustee in the manufactured homes will not be noted on the certificates
of title or by delivery of the required docunents and paynent of fees to the
applicable state notor vehicle authorities unless the rel ated prospectus
suppl ement so states. Wth respect to each transaction, a decision will be made
as to whether or not the security interests of the related trustee in the
manuf act ured honmes will be noted on the certificates of title and the required
docunents and fees will be delivered to the applicable state notor vehicle
authorities based upon, anobng other things, the practices and procedures of the
related originator and servicer and after consultation with the applicable
rating agency or rating agencies. In sone nontitle states, perfection pursuant
to the provisions of the UCCis required. As manufactured honmes have becone
| arge and often have been attached to their sites without any apparent intention
to nmove them courts in nmany states have held that manufactured hones, under
particul ar circunstances, may beconme governed by real estate title and recording
laws. As a result, a security interest in a nmanufactured honme could be rendered
subordinate to the interests of other
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parties claimng an interest in the nmanufactured home under applicable state
real estate law. In order to perfect a security interest in a manufactured hone
under real estate |laws, the secured party nmust file either a "fixture filing"
under the provisions of the UCC or a real estate nortgage under the real estate
| aws of the state where the hone is |ocated. These filings nust be nade in the
real estate records office of the county where the manufactured hone is |ocated
If so specified in the rel ated prospectus suppl ement, the manufactured housing
contracts may contain provisions prohibiting the borrower from permanently
attaching the manufactured home to its site. So |ong as the borrower does not
violate this agreement, a security interest in the manufactured hone will be
governed by the certificate of title laws or the UCC, and the notation of the
security interest on the certificate of title or the filing of a UCC financing
statement will be effective to maintain the priority of the security interest in
the manufactured horme. |f, however, a manufactured hone is permanently attached
toits site, the related |l ender may be required to perfect a security interest
in the manufactured home under applicable real estate |aws.

In the event that the owner of a manufactured hone nobves it to a state
other than the state in which the manufactured hone initially is registered
under the laws of npst states the perfected security interest in the
manuf act ured hone woul d continue for four nonths after that rel ocation and
after expiration of the four nonths, only if and after the owner re-registers
the manufactured home in that state. If the ower were to relocate a
manuf act ured hone to another state and not re-register a security interest in
that state, the security interest in the manufactured home woul d cease to be
perfected. A mpjority of states generally require surrender of a certificate of
title to re-register a manufactured hone; accordingly, the secured party nust
surrender possession if it holds the certificate of title to that nanufactured
home or, in the case of manufactured hones registered in states which provide
for notation of lien on the certificate of title, notice of surrender would be
given to the secured party noted on the certificate of title. In states that do
not require a certificate of title for registration of a manufactured hone,
re-registration could defeat perfection of the security interest.

Under the |l aws of npbst states, liens for repairs performed on a
manuf actured hone and liens for personal property taxes take priority over a
perfected security interest in the nanufactured hone.

Consumer Protection Laws. The so-called "Hol der-in-Due Course" rule of
the FTC is intended to defeat the ability of the transferor of a consuner credit
contract who is the seller of goods which gave rise to the transaction, and
particular, related | enders and assignees, to transfer that contract free of
notice of clainms by the contract debtor. The effect of this rule is to subject
the assignee of a contract of this type to all clains and defenses that the
debtor under the contract could assert against the seller of goods. Liability
under this rule is limted to ambunts paid under a contract; however, the
obligor also may be able to assert the rule to set off remaining anounts due as
a defense against a claimbrought by the trustee against that obligor. Numerous
other federal and state consuner protection | aws inpose requirenents applicable
to the origination and | ending pursuant to the contracts, including the Truth in
Lendi ng Act, the Federal Trade Conmi ssion Act, the Fair Credit Billing Act, the
Fair Credit Reporting Act, the Equal Credit Opportunity Act, the Fair Debt
Col I ection Practices Act and the Uniform Consumer Credit Code. In the case of
some of these laws, the failure to conply with their provisions may affect the
enforceability of the related contract.

Applicability of Usury Laws. Title V provides that state usury
limtations shall not apply to any contract that is secured by a first lien on
particul ar kinds of consumer goods, unless it is covered by any of the follow ng
conditions. The contracts would be covered if they satisfy conditions governing
among ot her things, the ternms of any prepaynents, |late charges and deferral fees
and requiring a 30-day notice period prior to instituting any action leading to
repossession of the related unit.

Title V authorized any state to reinpose limtations on interest rates and
finance charges by adopting before April 1, 1983 a |l aw or constitutiona
provi sion which expressly rejects application of the federal law Fifteen states
adopted a simlar law prior to the April 1, 1983 deadline. In addition, even
where Title V was not rejected, any state is authorized by the law to adopt a
provision limting discount points or other charges on Mrtgage Loans covered by
Title V.

Install ment Contracts. The Mortgage Loans nay al so consist of installnent
contracts. Under an installnment contract the property seller, as |ender under
the contract, retains legal title to the property and
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enters into an agreenment with the purchaser, as borrower under the contract, for
the paynent of the purchase price, plus interest, over the term of that
contract. Only after full performance by the borrower of the contract is the

| ender obligated to convey title to the property to the purchaser. As with

nort gage or deed of trust financing, during the effective period of the

install ment contract, the borrower is generally responsible for maintaining the
property in good condition and for paying real estate taxes, assessnents and
hazard i nsurance prem uns associated with the property.

The met hod of enforcing the rights of the | ender under an install ment
contract varies on a state-by-state basis depending upon the extent to which
state courts are willing, or able pursuant to state statute, to enforce the
contract strictly according to its ternms. The terns of installnent contracts
general |y provide that upon a default by the borrower, the borrower |oses his or
her right to occupy the property, the entire indebtedness is accel erated, and
the buyer's equitable interest in the property is forfeited. The |l ender in that
type of situation does not have to foreclose in order to obtain title to the
property, although in sonme cases a quiet title action is in order if the
borrower has filed the installment contract in local |and records and an
ej ectment action nmay be necessary to recover possession. In a few states
particularly in cases of borrower default during the early years of an
install ment contract, the courts will permt ejectnment of the buyer and a
forfeiture of his or her interest in the property. However, npst state
| egi sl atures have enacted provisions by anal ogy to nortgage | aw protecting
borrowers under installnent contracts fromthe harsh consequences of forfeiture
Under those statutes, a judicial or nonjudicial foreclosure may be required, the
| ender may be required to give notice of default and the borrower may be granted
sone grace period during which the installnment contract may be reinstated upon
full payment of the default amount and the borrower may have a post-foreclosure
statutory redenption right. In other states, courts in equity may permt a
borrower with significant investnment in the property under an installnent
contract for the sale of real estate to share in the proceeds of sale of the
property after the indebtedness is repaid or may otherw se refuse to enforce the
forfeiture clause. Neverthel ess generally speaking, the |lender's procedures for
obt ai ni ng possession and clear title under an installnment contract in a given
state are sinpler and |l ess time-consuning and costly than are the procedures for
foreclosing and obtaining clear title to a property that is encunbered by one or
nore |iens

MATERI AL FEDERAL | NCOVE TAX CONSEQUENCES

The foll ow ng summary of the anticipated material federal inconme tax
consequences of the purchase, ownership and disposition of Offered Certificates
represents the opinion of Dechert LLP or Thacher Proffitt & Wod, counsel to the
Depositor, as of the date of this Prospectus. This summary is based on the
Internal Revenue Code of 1986, as amended (the "Code"), |aws, regulations,

i ncluding the REM C regul ati ons pronul gated by the Treasury Departnent (the
"REM C Regul ations"), rulings and decisions nowin effect or (with respect to
regul ati ons) proposed, all of which are subject to change either prospectively
or retroactively. This summary does not address the federal income tax
consequences of an investment in Securities applicable to all categories of
investors, sone of which (for exanple, banks and insurance conpanies) nmay be
subj ect to special rules. Prospective investors should consult their tax

advi sors regarding the federal, state, |ocal and any other tax consequences to
them of the purchase, ownership and disposition of Securities.

The term"U. S. Person" neans a citizen or resident of the United States, a
corporation, partnership or other entity created or organized in or under the
laws of the United States or any state thereof or the District of Colunbia
(other than a partnership that is not treated as a United States person under
any applicable Treasury regul ations), an estate whose inconme is subject to U S
federal inconme tax regardless of its source, or a trust if a court within the
United States is able to exercise primary supervision of the adm nistration of
the trust and one or nore United States persons have the authority to contro
all substantial decisions of the trust. Notwi thstanding the precedi ng sentence
to the extent provided in regulations, certain trusts in existence on August 20
1996 and treated as United States persons prior to such date that elect to
continue to be treated as United States persons shall be considered U S. Persons
as wel | .
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GENERAL

The federal incone tax consequences to Securityholders will vary dependi ng
on whether an election is made to treat the Trust Fund relating to a particular
series of Securities as a REM C under the Code. The Prospectus Suppl enent for
each series of Securities will specify whether a REMC election will be made.

GRANTOR TRUST FUNDS

If the related Prospectus Suppl enent indicates that the Trust Fund will be
treated as a grantor trust, then Dechert LLP or Thacher Proffitt & Wod will
deliver its opinion that the Trust Fund will not be classified as an associ ation
taxabl e as a corporation and that each such Trust Fund will be classified as a
grantor trust under subpart E, Part | of subchapter J of the Code. In this case,
owners of Certificates will be treated for federal incone tax purposes as owners
of a portion of the Trust Fund's assets as described bel ow.

1. Single Class of Grantor Trust Certificates

Characterization. The Trust Fund may be created with one class of Gantor
Trust Certificates. In this case, each Gantor Trust Certificateholder will be
treated as the owner of a pro rata undivided interest in the interest and
princi pal portions of the Trust Fund represented by the Grantor Trust
Certificates and will be considered the equitable owner of a pro rata undivided
interest in each of the Mdrtgage Assets in the Pool. Any anounts received by a
Grantor Trust Certificateholder in lieu of anbunts due with respect to any
Mort gage Asset because of a default or delinquency in paynent will be treated
for federal income tax purposes as having the sane character as the paynents
they repl ace.

Each Grantor Trust Certificateholder will be required to report onits
federal income tax return in accordance with such Grantor Trust
Certificateholder's nethod of accounting its pro rata share of the entire incone
fromthe Mortgage Loans in the Trust Fund represented by Grantor Trust
Certificates, including interest, original issue discount ("OD'), if any,
prepaynent fees, assunption fees, any gain recognized upon an assunption and
| ate paynment charges received by the Master Servicer. Under Code Sections 162 or
212 each Grantor Trust Certificateholder will be entitled to deduct its pro rata
share of servicing fees, prepaynent fees, assunption fees, any |oss recognized
upon an assunption and | ate paynent charges retained by the Master Servicer,
provi ded that such anpunts are reasonabl e conpensation for services rendered to
the Trust Fund. Grantor Trust Certificateholders that are individuals, estates
or trusts will be entitled to deduct their share of expenses as item zed
deductions only to the extent such expenses plus all other Code Section 212
expenses exceed two percent of its adjusted gross incone. In addition, the
amount of iteni zed deductions otherw se allowable for the taxable year for an
i ndi vi dual whose adjusted gross income exceeds the applicable amount (which
amount will be adjusted for inflation) will be reduced by the |esser of (i) 3%
of the excess of adjusted gross inconme over the applicable amunt and (ii) 80%
of the anmpunt of item zed deducti ons otherw se allowable for such taxable year.
This reduction is currently schedul ed to be phased-out over a five-year period
begi nning in 2006. A Grantor Trust Certificatehol der using the cash nethod of
accounting nmust take into account its pro rata share of income and deductions as
and when collected by or paid to the Master Servicer. A Grantor Trust
Certificatehol der using an accrual method of accounting nust take into account
its pro rata share of income and deductions as they becone due or are paid to
the Master Servicer, whichever is earlier. If the servicing fees paid to the
Mast er Servicer are deened to exceed reasonabl e servicing conpensation, the
amount of such excess coul d be considered as an ownership interest retained by
the Master Servicer (or any person to whomthe Master Servicer assigned for
value all or a portion of the servicing fees) in a portion of the interest
paynents on the Mrtgage Assets. The Mrtgage Assets would then be subject to
the "coupon stripping" rules of the Code di scussed bel ow.
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Unl ess otherwi se specified in the related Prospectus Supplenent, as to
each series of Certificates evidencing an interest in a Trust Fund conprised of
Mort gage Loans, Dechert LLP or Thacher Proffitt & Wwod will have advised the
Depositor that:

(i) a Grantor Trust Certificate owned by a "donestic building and | oan
associ ation" within the nmeaning of Code Section 7701(a)(19)
representing principal and interest paynents on Mrtgage Assets
wi Il be considered to represent "loans . . . secured by an interest
in real property whichis . . . residential property" within the
neani ng of Code Section 7701(a)(19)(Q(v), to the extent that the
Mort gage Assets represented by that Grantor Trust Certificate are
of a type described in such Code section;

(ii) a Grantor Trust Certificate owned by a real estate investnent
trust representing an interest in Mrtgage Assets will be
considered to represent "real estate assets" within the nmeaning of
Code Section 856(c)(4)(A), and interest inconme on the Mrtgage
Assets will be considered "interest on obligations secured by
nortgages on real property" wthin the neaning of Code Section
856(c)(3)(B), to the extent that the Mrtgage Assets represented
by that Grantor Trust Certificate are of a type described in such
Code section;

(iii) a Gantor Trust Certificate owned by a REMC will represent
"obligation[s] . . . which [are] principally secured by an
interest in real property" within the neaning of Code Section
8603 a)(3); and

(iv) a Grantor Trust Certificate representing interests in obligations
secured by manufactured housing treated as a single-fanmly
resi dence under Section 25(e)(10) of the Code will be considered
interests in "qualified nortgages" as defined in Section
8603 a) (3) of the Code.

The Smal| Business Job Protection Act of 1996, as part of the repeal of
the bad debt reserve nethod for thrift institutions, repealed the application of
Code Section 593(d) to any taxable year beginning after Decenber 31, 1995.

Stripped Bonds and Coupons. Certain Trust Funds may consi st of Government
Securities which constitute "stripped bonds" or "stripped coupons" as those
terms are defined in Code Section 1286, and, as a result, such assets would be
subject to the stripped bond provisions of the Code. Under these rules, such
Government Securities are treated as having O D based on the purchase price and
the stated redenption price at maturity of each Security. As such, Grantor Trust
Certificateholders would be required to include in incone their pro rata share
of the O D on each Government Security recognized in any given year on an
econom ¢ accrual basis even if the Gantor Trust Certificateholder is a cash
nmet hod taxpayer. Accordingly, the sumof the income includible to the Gantor
Trust Certificateholder in any taxable year may exceed anpbunts actually received
during such year.

Buydown Loans. The assets constituting certain Trust Funds nmay include
Buydown Loans. The characterization of any investnent in Buydown Loans will
depend upon the precise ternms of the related buydown agreenment, but to the
extent that such Buydown Loans are secured in part by a bank account or other
personal property, they may not be treated in their entirety as assets described
in the foregoing sections of the Code. There are no directly applicable
precedents with respect to the federal income tax treatnment or the
characterization of investnments in Buydown Loans. Accordingly, Gantor Trust
Certificatehol ders should consult their own tax advisors with respect to the
characterization of investments in Gantor Trust Certificates representing an
interest in a Trust Fund that includes Buydown Loans.

Premium The price paid for a Gantor Trust Certificate by a holder wll
be allocated to such holder's undivided interest in each Mrtgage Asset based on
each Mortgage Asset's relative fair market value, so that such holder's
undi vided interest in each Mortgage Asset will have its own tax basis. A Grantor
Trust Certificatehol der that acquires an interest in Mrtgage Assets at a
premium may elect to anortize such prem umunder a constant interest nethod,
provided that the underlying nortgage | oans with respect to such Mrtgage Assets
were originated after Septenber 27, 1985. Premi um all ocable to nortgage | oans
originated on or before Septenber 27, 1985 should be allocated anong the
princi pal payments on such nortgage | oans and all owed as an ordi nary deduction
as principal paynents are made.
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Anortizable bond premiumw || be treated as an offset to interest income on such
Grantor Trust Certificate. The basis for such Grantor Trust Certificate will be
reduced to the extent that anortizable premiumis applied to offset interest
paynents. It is not clear whether a reasonabl e prepayment assunption should be
used in conputing anortization of prem um all owabl e under Code Section 171. A
Certificatehol der that makes this election for a Certificate that is acquired at
a premumw ||l be deermed to have nmade an election to anortize bond premumwth
respect to all debt instruments having anortizable bond prem umthat such
Certificatehol der acquires during the year of the election or thereafter.

If a premumis not subject to anortization using a reasonabl e prepaynment
assunption, the holder of a Gantor Trust Certificate acquired at a premum
shoul d recognize a loss if a Mortgage Loan (or an underlying nortgage loan with
respect to a Mortgage Asset) prepays in full, equal to the difference between
the portion of the prepaid principal amount of such Mrtgage Loan (or underlying
nortgage loan) that is allocable to the Certificate and the portion of the
adj usted basis of the Certificate that is allocable to such Mdirtgage Loan (or
underlying nortgage loan). |f a reasonabl e prepaynent assunption is used to
anortize such premium it appears that such a | oss would be available, if at
all, only if prepaynments have occurred at a rate faster than the reasonable
assunmed prepaynent rate. It is not clear whether any other adjustnments woul d be
required to reflect differences between an assunmed prepaynent rate and the
actual rate of prepaynents

On Decenber 30, 1997 the IRS issued final regulations (the "Anortizable
Bond Prem um Regul ations") dealing with anortizable bond premi um These
regul ations specifically do not apply to prepayabl e debt instrunents subject to
Code Section 1272(a)(6) such as the Certificates. Absent further guidance from
the IRS, the Trustee intends to account for anortizable bond premumin the
manner descri bed above. Prospective Certificatehol ders should consult their tax
advi sors regarding the possible application of the anortizable Bond Prem um
Regul at i ons.

Oiginal Issue Discount. The IRS has stated in published rulings that, in
circunstances simlar to those described herein, the special rules of the Code
relating to original issue discount ("OD')(currently Code Sections 1271 through
1273 and 1275) and Treasury regul ations issued on January 27, 1994, as anended
on June 11, 1996, under such Sections (the "O D Regulations"), wll be
applicable to a Grantor Trust Certificateholder's interest in those Mrtgage
Assets neeting the conditions necessary for these Sections to apply. Rules
regarding periodic inclusion of OD income are applicable to nortgages of
corporations originated after May 27, 1969, nortgages of noncorporate nortgagors
(other than individuals) originated after July 1, 1982, and nortgages of
i ndi vidual s originated after March 2, 1984. Such O D could arise by the
financing of points or other charges by the originator of the nortgages in an
amount greater than a statutory de minims exception to the extent that the
points are not currently deductible under applicable Code provisions or are not
for services provided by the lender. O D generally nust be reported as ordinary
gross incone as it accrues under a constant interest method. See "--Miltiple
Classes of Grantor Trust Certificates--Accrual of Oiginal |ssue Discount”
bel ow.

Market Discount. A Grantor Trust Certificatehol der that acquires an
undi vided interest in Mrtgage Assets may be subject to the market discount
rul es of Code Sections 1276 through 1278 to the extent an undivided interest in
a Mortgage Asset is considered to have been purchased at a "market discount."”
General ly, the ambunt of market discount is equal to the excess of the portion
of the principal ambunt of such Mortgage Asset allocable to such holder's
undi vi ded interest over such holder's tax basis in such interest. Market
di scount with respect to a Grantor Trust Certificate will be considered to be
zero if the ampbunt allocable to the Gantor Trust Certificate is |less than 0.25%
of the Grantor Trust Certificate's stated redenption price at maturity
mul tiplied by the weighted average maturity remaining after the date of
purchase. Treasury regul ations inplenenting the market discount rules have not
yet been issued; therefore, investors should consult their own tax advisors
regarding the application of these rules and the advisability of making any of
the elections all owed under Code Sections 1276 through 1278

The Code provides that any principal paynent (whether a schedul ed paynent
or a prepaynent) or any gain on disposition of a market discount bond acquired
by the taxpayer after Cctober 22, 1986 shall be treated as ordinary inconme to
the extent that it does not exceed the accrued market discount at the tine
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of such paynent. The anopunt of accrued market discount for purposes of

determ ning the tax treatnment of subsequent principal paynments or dispositions
of the market discount bond is to be reduced by the ampbunt so treated as

ordi nary incone.

The Code al so grants the Treasury Departnment authority to issue
regul ati ons providing for the conputation of accrued market di scount on debt
instrunents, the principal of which is payable in nore than one installnent.
While the Treasury Department has not yet issued regulations, rules described in
the relevant legislative history will apply. Under those rules, the holder of a
mar ket di scount bond may el ect to accrue narket di scount either on the basis of
a constant interest rate or according to one of the follow ng nethods. If a
Grantor Trust Certificate is issued with O D, the ambunt of market discount that
accrues during any accrual period would be equal to the product of:

(i) the total remaining nmarket discount and

(ii) a fraction, the nunerator of which is the O D accruing during the
period and the denom nator of which is the total remaining O D at
t he begi nning of the accrual period

For Grantor Trust Certificates issued without O D, the anpbunt of nmarket
di scount that accrues during a period is equal to the product of:

(i) the total remaining nmarket discount and

(ii) a fraction, the nunerator of which is the ambunt of stated interest
paid during the accrual period and the denom nator of which is the
total amount of stated interest remaining to be paid at the
begi nning of the accrual period

For purposes of cal cul ating nmarket discount under any of the above nethods
in the case of instrunents (such as the Grantor Trust Certificates) that provide
for paynents that may be accel erated by reason of prepaynments of other
obligations securing such instrunments, the same prepaynent assunption applicable
to calculating the accrual of ODw Il apply. Because the regul ati ons descri bed
above have not been issued, it is inpossible to predict what effect those
regul ations mght have on the tax treatnent of a Grantor Trust Certificate
purchased at a discount or premiumin the secondary market.

A hol der who acquired a Grantor Trust Certificate at a market discount
also may be required to defer a portion of its interest deductions for the
taxabl e year attributable to any indebtedness incurred or continued to purchase
or carry such Grantor Trust Certificate purchased with market discount. For
these purposes, the de minims rule referred to above applies. Any such deferred
i nterest expense woul d not exceed the nmarket discount that accrues during such
taxabl e year and is, in general, allowed as a deduction not later than the year
in which such narket discount is includible in income. If such holder elects to
i nclude market discount in incone currently as it accrues on all narket discount
instrunents acquired by such holder in that taxable year or thereafter, the
interest deferral rule described above will not apply.

El ection to Treat All Interest as OD. The O D Regulations pernit a
Certificateholder to elect to accrue all interest, discount (including de
mnims market or original issue discount) and premiumin income as interest,
based on a constant yield nmethod for Certificates acquired on or after April 4,
1994. |f such an election were to be nade with respect to a Grantor Trust
Certificate with market discount, the Certificatehol der woul d be deenmed to have
made an election to include in inconme currently nmarket discount with respect to
all other debt instruments having market discount that such Certificatehol der
acquires during the year of the election or thereafter. Simlarly, a
Certificatehol der that nakes this election for a Certificate that is acquired at
a premumw || be deenmed to have nmade an election to anortize bond premumwth
respect to all debt instruments having anortizable bond prem umthat such
Certificatehol der owns or acquires. See "--Premunt herein. The election to
accrue interest, discount and premiumon a constant yield nmethod with respect to
a Certificate is irrevocable.

2. Miltiple O asses of Gantor Trust Certificates
a. Stripped Bonds and Stripped Coupons
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Pursuant to Code Section 1286, the separation of ownership of the right to
receive sone or all of the interest paynents on an obligation from ownership of
the right to receive some or all of the principal paynents results in the
creation of "stripped bonds" with respect to principal paynments and "stripped
coupons” with respect to interest paynents. For purposes of Code Sections 1271
through 1288, Code Section 1286 treats a stripped bond or a stripped coupon as
an obligation issued on the date that such stripped interest is created. If a
Trust Fund is created with two classes of Gantor Trust Certificates, one class
of Grantor Trust Certificates may represent the right to principal and interest,
or principal only, on all or a portion of the Mrtgage Assets (the "Stripped
Bond Certificates"), while the second class of Gantor Trust Certificates may
represent the right to sone or all of the interest on such portion (the
"Stripped Coupon Certificates").

Servicing fees in excess of reasonable servicing fees ("excess servicing")
will be treated under the stripped bond rules. If the excess servicing fee is
| ess than 100 basis points (i.e., 1%interest on the Mrtgage Asset principal
bal ance) or the Certificates are initially sold with a de mnims discount
(assum ng no prepaynment assunption is required), any non-de minims discount
arising froma subsequent transfer of the Certificates should be treated as
mar ket di scount. The | RS appears to require that reasonabl e servicing fees be
cal cul ated on a Mdrtgage Asset by Mrtgage Asset basis, which could result in
sone Mortgage Assets being treated as having nore than 100 basis points of
interest stripped off.

Al t hough not entirely clear, a Stripped Bond Certificate generally should
be treated as an in interest in Mrtgage Assets issued on the day such
Certificate is purchased for purposes of calculating any OD. Cenerally, if the
di scount on a Mortgage Asset is larger than a de mnims amount (as cal cul ated
for purposes of the ODrules) a purchaser of such a Certificate will be
required to accrue the discount under the O D rules of the Code. See "--Single
Class of Grantor Trust Certificates--Original |ssue D scount" herein. However, a
purchaser of a Stripped Bond Certificate will be required to account for any
di scount on the Mdrtgage Assets as narket discount rather than ODif either:

(i) the amount of O D wth respect to the Mortgage Assets is treated as
zero under the O D de ninims rule when the Certificate was stripped
or

(ii) no nore than 100 basis points (including any ambunt of servicing
fees in excess of reasonable servicing fees) is stripped off of the
Trust Fund's Mortgage Assets.

Pursuant to Revenue Procedure 91-49, issued on August 8, 1991, purchasers
of Stripped Bond Certificates using an inconsistent nmethod of accounting nust
change their method of accounting and request the consent of the IRS to the
change in their accounting nethod on a statenent attached to their first tinely
tax return filed after August 8, 1991.

The precise tax treatnent of Stripped Coupon Certificates is substantially
uncertain. The Code could be read literally to require that O D conputations be
made for each payment from each Mrtgage Asset. However, based on the recent IRS
gui dance, it appears that all paynments froma Mrtgage Asset underlying a
Stripped Coupon Certificate should be treated as a single installnment obligation
subject to the O D rules of the Code, in which case, all paynents from such
Mort gage Asset would be included in the Mortgage Asset's stated redenption price
at maturity for purposes of calculating income on such certificate under the QD
rul es of the Code.

It is unclear under what circunstances, if any, the prepaynent of Mbrtgage
Assets will give rise to a loss to the holder of a Stripped Bond Certificate
purchased at a premumor a Stripped Coupon Certificate. If such Certificate is
treated as a single instrument (rather than an interest in discrete nortgage
| oans) and the effect of prepaynents is taken into account in conputing yield
with respect to such Grantor Trust Certificate, it appears that no loss will be
available as a result of any particular prepaynent unl ess prepaynents occur at a
rate faster than the assuned prepaynent rate. However, if such Certificate is
treated as an interest in discrete Mortgage Assets, or if no prepaynent
assunption is used, then when a Mrtgage Asset is prepaid, the holder of such
Certificate should be able to recognize a |l oss equal to the portion of the
adj usted issue price of such Certificate that is allocable to such Mrtgage
Asset .
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Hol ders of Stripped Bond Certificates and Stripped Coupon Certificates are
urged to consult with their own tax advisors regarding the proper treatnent of
these Certificates for federal income tax purposes.

Treatment of Certain Oamners. Several Code sections provide beneficial
treatment to certain taxpayers that invest in Mrtgage Assets of the type that
make up the Trust Fund. Wth respect to these Code sections, no specific |egal
authority exists regarding whether the character of the Gantor Trust
Certificates, for federal income tax purposes, will be the same as that of the
underlying Mortgage Assets. Wiile Code Section 1286 treats a stripped obligation
as a separate obligation for purposes of the Code provisions addressing OD, it
is not clear whether such characterization would apply with regard to these
ot her Code sections. Although the issue is not free fromdoubt, based on policy
consi derations, each class of Grantor Trust Certificates, unless otherw se
specified in the related Prospectus Suppl ement, should be considered to
represent "real estate assets" within the nmeaning of Code Section 856(c)(4)(A)
and "loans . . . secured by, an interest in real property whichis . .
residential real property" within the neaning of Code Section 7701(a)(19)(C)(v)
and interest income attributable to Grantor Trust Certificates should be
considered to represent "interest on obligations secured by nortgages on real
property" within the neaning of Code Section 856(c)(3)(B), provided that in each
case the underlying Mrtgage Assets and interest on such Mirtgage Assets qualify
for such treatnent. Prospective purchasers to which such characterization of an
investnent in Certificates is material should consult their own tax advisors
regardi ng the characterization of the Gantor Trust Certificates and the incone
therefrom Gantor Trust Certificates will be "obligation[s] . . . which [are]
principally secured, directly or indirectly, by an interest in real property"
within the nmeani ng of Code Section 860 a)(3).

b. Grantor Trust Certificates Representing Interests in Loans other
t han ARM Loans

The O D rules of Code Sections 1271 through 1275 will be applicable to a
Certificateholder's interest in those Mortgage Assets as to which the conditions
for the application of those sections are nmet. Rul es regarding periodic
inclusion of ODin incone are applicable to nortgages of corporations
originated after May 27, 1969, nortgages of noncorporate nortgagors (other than
i ndi vidual s) originated after July 1, 1982, and nortgages of individuals
originated after March 2, 1984. Under the O D Regul ations, such OD could arise
by the charging of points by the originator of the nobrtgage in an anmount greater
than the statutory de minims exception, including a paynent of points that is
currently deductible by the borrower under applicable Code provisions, or under
certain circunmstances, by the presence of "teaser" rates on the Mrtgage Assets.
O D on each Grantor Trust Certificate nmust be included in the owner's ordinary
incone for federal incone tax purposes as it accrues, in accordance with a
constant interest method that takes into account the conpounding of interest, in
advance of receipt of the cash attributable to such incone. The anmpunt of QD
required to be included in an owner's incone in any taxable year with respect to
a Gantor Trust Certificate representing an interest in Mrtgage Assets other
than Mortgage Assets with interest rates that adjust periodically (ARM Loans)
likely will be conputed as described bel ow under "--Accrual of Original |ssue
Di scount." The follow ng discussion is based in part on the O D Regul ations and
in part on the provisions of the Tax Reform Act of 1986 (the "1986 Act"). The
O D Regul ations generally are effective for debt instruments issued on or after
April 4, 1994, but may be relied upon as authority with respect to debt
instrunents, such as the Grantor Trust Certificates, issued after Decenber 21,
1992. Alternatively, proposed Treasury regul ations issued Decenber 21, 1992 nay
be treated as authority for debt instruments issued after Decenber 21, 1992 and
prior to April 4, 1994, and proposed Treasury regul ations issued in 1986 and
1991 nay be treated as authority for instrunents issued before Decenber 21,
1992. In applying these dates, the issue date of the Mrtgage Assets shoul d be
used, or, in the case of Stripped Bond Certificates or Stripped Coupon
Certificates, the date such Certificates are acquired. The holder of a
Certificate should be aware, however, that neither the proposed O D Regul ations
nor the O D Regul ati ons adequately address certain issues relevant to prepayabl e
securities.

Under the Code, the Mrtgage Assets underlying the Grantor Trust
Certificate will be treated as having been issued on the date they were
originated with an amobunt of O D equal to the excess of such Mrtgage Asset's
stated redenption price at maturity over its issue price. The issue price of a
Mort gage Asset is generally the anpunt lent to the nortgagee, which nmay be
adjusted to take into account certain |loan origination fees. The stated
redenption price at maturity of a Mdirtgage Asset is the sumof all
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paynents to be made on such Mrtgage Asset other than paynents that are treated
as qualified stated interest paynments. The accrual of this O D, as described
bel ow under "--Accrual of Oiginal |ssue Discount," will, unless otherw se
specified in the related Prospectus Supplenent, utilize the original yield to
maturity of the Grantor Trust Certificate cal cul ated based on a reasonabl e
assunmed prepaynent rate for the nortgage | oans underlying the G antor Trust
Certificates (the "Prepayment Assunption"), and will take into account events
that occur during the calcul ation period. The Prepaynment Assunption will be
determned in the manner prescribed by regulations that have not yet been

i ssued. The legislative history of the 1986 Act (the "Legislative H story")
provi des, however, that the regulations will require that the Prepaynent
Assunption be the prepayment assunption that is used in determning the offering
price of such Certificate. No representation is nade that any Certificate wll
prepay at the Prepaynent Assunption or at any other rate. The prepaynent
assunption contained in the Code literally only applies to debt instruments
collateralized by other debt instrunents that are subject to prepayment rather
than direct ownership interests in such debt instruments, such as the
Certificates represent. However, no other |egal authority provides guidance with
regard to the proper nmethod for accruing O D on obligations that are subject to
prepaynment, and, until further guidance is issued, the Master Servicer intends
to calculate and report O D under the nmethod described bel ow.

Accrual of Oiginal |ssue Discount. Generally, the owner of a Grantor
Trust Certificate nmust include in gross incone the sumof the "daily portions,"”
as defined below, of the OD on such Gantor Trust Certificate for each day on
which it owns such Certificate, including the date of purchase but excluding the
date of disposition. In the case of an original owner, the daily portions of QD
with respect to each conmponent generally will be determ ned as set forth under
the O D Regulations. A calculation will be nade by the Master Servicer or such
other entity specified in the related Prospectus Suppl enment of the portion of
O D that accrues during each successive nonthly accrual period (or shorter
period fromthe date of original issue) that ends on the day in the cal endar
year corresponding to each of the Distribution Dates on the Grantor Trust
Certificates (or the day prior to each such date). This will be done, in the
case of each full nonth accrual period, by:

(i) addi ng

(a) the present value at the end of the accrual period (determ ned
by using as a discount factor the original yield to maturity of
the respective conponent under the Prepaynent Assunption) of
all remaining paynents to be received under the Prepaynent
Assunption on the respective conponent and

(b) any paynents included in the state redenption price at maturity
recei ved during such accrual period, and

(ii) subtracting fromthat total the "adjusted issue price" of the
respective conponent at the beginning of such accrual period

The adjusted issue price of a Gantor Trust Certificate at the beginning
of the first accrual period is its issue price; the adjusted issue price of a
Grantor Trust Certificate at the beginning of a subsequent accrual period is the
adj usted issue price at the beginning of the i mediately preceding accrua
period plus the anount of O D allocable to that accrual period reduced by the
amount of any paynent other than a paynment of qualified stated interest nmde at
the end of or during that accrual period. The O D accruing during such accrua
period will then be divided by the nunber of days in the period to determi ne the
daily portion of OD for each day in the period. Wth respect to an initia
accrual period shorter than a full nmonthly accrual period, the daily portions of
O D nust be determ ned according to an appropriate allocation under any
reasonabl e net hod.

O D generally nmust be reported as ordinary gross income as it accrues
under a constant interest nmethod that takes into account the conpoundi ng of
interest as it accrues rather than when received. However, the ampunt of QD
includible in the income of a holder of an obligation is reduced when the
obligation is acquired after its initial issuance at a price greater than the
sum of the original issue price and the previously accrued O D, |ess prior
paynents of principal. Accordingly, if such Mdirtgage Assets
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acquired by a Certificatehol der are purchased at a price equal to the then

unpai d principal ambunt of such Mrtgage Asset, no O D attributable to the

di fference between the issue price and the original principal ambunt of such
Mort gage Asset (i.e. points) will be includible by such holder. Gther QD on the

Mort gage Assets (e.g., that arising froma "teaser" rate) would still need to be
accrued.
c. Grantor Trust Certificates Representing Interests in ARM Loans

The O D Regul ations do not address the treatment of instruments, such as
the Grantor Trust Certificates, which represent interests in ARM Loans.
Addi tionally, the IRS has not issued guidance under the Code's coupon stri pping
rules with respect to such instruments. In the absence of any authority, the
Master Servicer will report OD on Gantor Trust Certificates attributable to
ARM Loans ("Stripped ARM Obligations") to holders in a manner it believes is
consistent with the rules described above under the heading "--Gantor Trust
Certificates Representing Interests in Loans Oher Than ARM Loans" and with the
O D Regul ations. In general, application of these rules may require inclusion of
income on a Stripped ARM Obligation in advance of the receipt of cash
attributable to such income. Further, the addition of interest deferred by
reason of negative anortization ("Deferred Interest") to the principal bal ance
of an ARM Loan may require the inclusion of such ambunt in the incone of the
Grantor Trust Certificatehol der when such anount accrues. Furthernore, the
addition of Deferred Interest to the Grantor Trust Certificate's principal
bal ance will result in additional income (including possibly QD incone) to the
Grantor Trust Certificateholder over the remaining Iife of such Gantor Trust
Certificates.

Because the treatnent of Stripped ARM Obligations is uncertain, investors
are urged to consult their tax advisors regarding how income will be includible
with respect to such Certificates.

3. Sal e or Exchange of a Grantor Trust Certificate

Sal e or exchange of a Grantor Trust Certificate prior to its maturity wll
result in gain or loss equal to the difference, if any, between the anopunt
received and the owner's adjusted basis in the Gantor Trust Certificate. Such
adj usted basis generally will equal the seller's purchase price for the Gantor
Trust Certificate, increased by the O D included in the seller's gross incone
with respect to the Gantor Trust Certificate, and reduced by principal paynments
on the Grantor Trust Certificate previously received by the seller. Such gain or
loss will be capital gain or loss to an owner for which a Grantor Trust
Certificate is a "capital asset"” w thin the nmeaning of Code Section 1221, and
will be long-termor short-term depending on whether the Grantor Trust
Certificate has been owned for the long-termcapital gain holding period
(generally nore than one year). Long-term capital gains of non-corporate
taxpayers are subject to reduced maxi mumrates while short-termcapital gains
are taxable at ordinary rates. The use of capital |osses is subject to
limtations.

Prospective investors should consult their own tax advisors concerning the
treatment of capital gains.

Grantor Trust Certificates will be "evidences of indebtedness" within the
nmeani ng of Code Section 582(c)(1l), so that gain or |oss recognized fromthe sale
of a Grantor Trust Certificate by a bank or a thrift institution to which such
section applies will be treated as ordinary inconme or |oss.

4. Non- U. S. Persons

Cenerally, to the extent that a Grantor Trust Certificate evidences
ownership in underlying Mrtgage Assets that were issued on or before July 18,
1984, interest or O D paid by the person required to withhold tax under Code
Section 1441 or 1442 to (i) an owner that is not a U S. Person or (ii) a Grantor
Trust Certificatehol der holding on behalf of an owner that is not a U S. Person
wi Il be subject to federal incone tax, collected by w thholding, at a rate of
30% or such lower rate as may be provided for interest by an applicable tax
treaty. Accrued O D recognized by the owner on the sale or exchange of such a
Grantor Trust Certificate also wll be subject to federal incone tax at the sanme
rate. Generally, such paynents woul d not be subject to withholding to the extent
that a Grantor Trust Certificate evidences ownership in Mrtgage Assets issued
after July 18, 1984, by natural persons if such Grantor Trust Certificatehol der
conplies with certain identification requirements (including delivery of a
st at ement,
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signed by the Grantor Trust Certificatehol der under penalties of perjury,
certifying that such Gantor Trust Certificateholder is not a U S Person and
providing the name and address of such Grantor Trust Certificatehol der).
Additional restrictions apply to Mrtgage Assets where the nortgagor is not a
natural person in order to qualify for the exenption from wi thhol di ng.

5. Informati on Reporting and Backup Wt hhol di ng

The Master Servicer will furnish or make available, within a reasonable
tinme after the end of each cal endar year, to each person who was a
Certificateholder at any tinme during such year, such information as may be
deenmed necessary or desirable to assist Certificateholders in preparing their
federal income tax returns, or to enable holders to make such infornmation
avail able to beneficial owners or financial internmediaries that hold such
Certificates as nom nees on behalf of beneficial owners. If a holder, beneficia
owner, financial internediary or other recipient of a paynment on behalf of a
beneficial owner fails to supply a certified taxpayer identification nunber or
if the Secretary of the Treasury determ nes that such person has not reported
all interest and dividend incone required to be shown on its federal income tax
return, backup withholding nay be required with respect to any paynents. Any
amount s deducted and wi thhel d on account of backup w thholding froma
distribution to a recipient would be allowed as a credit against such
recipient's federal incone tax liability. The backup withholding rate is
currently 28% This rate is scheduled to adjust for tax years after 2010

NEW W THHOLDI NG REGULATI ONS

On January 1, 2001 new regul ations (the "New Regul ati ons") becane
effective (subject to certain transition rules) which nake certain nodifications
to the w thhol ding, backup w thhol ding and information reporting rules described
above. The New Regul ations attenpt to unify certification requirenments and
nodi fy reliance standards. Prospective investors are urged to consult their own
tax advisors regarding the New Regul ati ons.

REM CS

The Trust Fund relating to a series of Certificates nay elect to be
treated as a REMC. Qualification as a REM C requires ongoi ng conpliance with
certain conditions. Although a REMC is not generally subject to federal incone
tax (see, however "--Taxation of Owmers of REM C Residual Certificates" and
"--Prohibited Transactions Tax and O her Taxes" below), if a Trust Fund with
respect to which a REMC election is nade fails to conply with one or nore of
the ongoing requirements of the Code for REM C status during any taxable year,
including the inplenentation of restrictions on the purchase and transfer of the
residual interests in a REMC as described bel ow under "Taxation of Oaners of
REM C Residual Certificates," the Code provides that a Trust Fund will not be
treated as a REM C for such year and thereafter. In that event, such entity may
be taxable as a separate corporation, and the related Certificates (the "REMC
Certificates") may not be accorded the status or given the tax treatnent
descri bed bel ow. Wiile the Code authorizes the Treasury Departnent to issue
regul ations providing relief in the event of an inadvertent term nation of the
status of a trust fund as a REM C, no such regul ati ons have been issued. Any
such relief, noreover, may be acconpani ed by sanctions, such as the inposition
of a corporate tax on all or a portion of the REMC s incone for the period in
whi ch the requirements for such status are not satisfied. Wth respect to each
Trust Fund that elects REM C status, Dechert LLP or Thacher Proffitt & Whod will
deliver its opinion generally to the effect that, under then existing | aw and
assum ng conpliance with all provisions of the related Pooling and Servicing
Agreenent, such Trust Fund will qualify as a REMC, and the related Certificates
wi Il be considered to be regular interests ("REM C Regular Certificates") or a
sole class of residual interests ("REM C Residual Certificates") in the REMC.
The rel ated Prospectus Supplenment for each series of Certificates will indicate
whet her the Trust Fund will make a REM C el ection and whether a class of
Certificates will be treated as a regular or residual interest in the REMC.

In general, with respect to each series of Certificates for which a REMC
election is made, (i) such Certificates held by a thrift institution taxed as a
"donestic building and | oan association" wll
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constitute assets described in Code Section 7701(a)(19)(C; (ii) such
Certificates held by a real estate investment trust will constitute "real estate
assets" within the nmeaning of Code Section 856(c)(4)(A); and (iii) interest on
such Certificates held by a real estate investnent trust will be considered
"interest on obligations secured by nortgages on real property" within the

neani ng of Code Section 856(c)(3)(B). If less than 95% of the REMC s assets are
assets qualifying under any of the foregoing Code sections, the Certificates
will be qualifying assets only to the extent that the REMC s assets are

qual ifying assets. In addition, paynents on Mrtgage Assets hel d pending
distribution on the REMC Certificates will be considered to be real estate
assets for purposes of Code Section 856(c). The Snall Business Job Protection
Act of 1996, as part of the repeal of the bad debt reserve nethod for thrift
institutions, repealed the application of Code Section 593(d) to any taxable
year beginning after Decenber 31, 1995.

In sone instances the Mirtgage Assets may not be treated entirely as
assets described in the foregoing sections. See, in this regard, the discussion
of Buydown Loans contained in "--Single Cass of Gantor Trust Certificates"
above. REMC Certificates held by a real estate investment trust wll not
constitute "Government Securities" within the nmeaning of Code Section
856(c)(4)(A), and REM C Certificates held by a regulated investnent conpany wl |l
not constitute "CGovernment Securities" within the neaning of Code Section
851(b)(3)(A) (ii). REMC Certificates held by certain financial institutions wll
constitute "evidences of indebtedness” within the nmeaning of Code Section
582(c) (1).

A "qualified nortgage" for REM C purposes is any obligation (including
certificates of participation in such an obligation) that is principally secured
by an interest in real property and that is transferred to the REMC within a
prescribed time period in exchange for regular or residual interests in the
REM C. The REM C Regul ations provide that obligations secured by nmanufactured
housing that qualify as "single-famly residences" within the neaning of Code
Section 25(e)(10) may be treated as "qualified nortgages" of a REM C. Under Code
Section 25(e)(10), the term"single-famly residence" includes any manufactured
hone which has a m ni num of 400 square feet of living space, a minimnumw dth in
excess of 102 inches and which is of a kind customarily used at a fixed
| ocati on.

Tiered REM C Structures. For certain series of Certificates, two separate
el ections may be nade to treat designated portions of the related Trust Fund as
REM Cs (respectively, the "Subsidiary REMC' and the "Master REM C') for federal
i ncone tax purposes. Upon the issuance of any such series of Certificates,
Dechert LLP or Thacher Proffitt & Wod, counsel to the Depositor, will deliver
its opinion generally to the effect that, assum ng conpliance with all
provi sions of the related Agreenent, the Master REM C as well as any Subsidiary
REM C wi Il each qualify as a REMC, and the REM C Certificates issued by the
Master REM C and the Subsidiary REM C, respectively, will be considered to
evi dence ownership of REM C Regular Certificates or REM C Residual Certificates
in the related REMC wi thin the neaning of the REM C provi sions.

Only REM C Certificates, other than the residual interest in the
Subsidiary REM C, issued by the Master REM C will be offered hereunder. The
Subsidiary REM C and the Master REMC will be treated as one REM C solely for
pur poses of determ ning whether the REMC Certificates will be (i) "real estate
assets" within the nmeaning of Code Section 856(c)(4)(A); (ii) "loans secured by
an interest in real property" under Code Section 7701(a)(19)(C); and (iii)
whet her the income on such Certificates is interest described in Code Section
856(c) (3)(B).

1. Taxation of Oamners of REM C Regul ar Certificates

General. Except as otherwi se stated in this discussion, REM C Regul ar
Certificates will be treated for federal income tax purposes as debt instruments
i ssued by the REM C and not as ownership interests in the REMC or its assets.
Mor eover, holders of REM C Regular Certificates that otherw se report incone
under a cash nmethod of accounting will be required to report income wth respect
to REM C Regul ar Certificates under an accrual nethod.

Oiginal |ssue Discount and Premium The REM C Regul ar Certificates may
be issued with O D. Generally, such OD, if any, will equal the difference
between the "stated redenption price at maturity" of a REM C Regular Certificate
and its "issue price." Holders of any class of Certificates issued with
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ODw Il be required to include such OD in gross income for federal income tax
purposes as it accrues, in accordance with a constant interest nmethod based on
the compounding of interest as it accrues rather than in accordance with receipt
of the interest paynments. The followi ng discussion is based in part on the QD
Regul ations and in part on the provisions of the 1986 Act. Holders of REM C
Regul ar Certificates (the "REM C Regul ar Certificatehol ders") should be aware,
however, that the O D Regul ati ons do not adequately address certain issues

rel evant to prepayable securities, such as the REM C Regul ar Certificates.

Rul es governing O D are set forth in Code Sections 1271 through 1273 and
1275. These rules require that the anpbunt and rate of accrual of O D be
cal cul ated based on the Prepaynment Assunption and the anticipated reinvestnent
rate, if any, relating to the REMC Regular Certificates and prescribe a nethod
for adjusting the amount and rate of accrual of such discount where the actual
prepaynent rate differs fromthe Prepaynent Assunption. Under the Code, the
Prepaynent Assunption nust be determ ned in the manner prescribed by
regul ati ons, which regul ati ons have not yet been issued. The Legislative H story
provi des, however, that Congress intended the regulations to require that the
Prepaynent Assunption be the prepaynment assunption that is used in determ ning
the initial offering price of such REM C Regul ar Certificates. The Prospectus
Suppl enment for each series of REM C Regular Certificates will specify the
Prepaynent Assunption to be used for the purpose of determi ning the anount and
rate of accrual of OD. No representation is nade that the REM C Regul ar
Certificates will prepay at the Prepaynent Assunption or at any other rate.

In general, each REM C Regul ar Certificate will be treated as a single
install nent obligation issued with an anpunt of O D equal to the excess of its
"stated redenption price at maturity" over its "issue price." The issue price of
a REM C Regul ar Certificate is the first price at which a substantial anmpunt of
REM C Regul ar Certificates of that class are first sold to the public (excluding
bond houses, brokers, underwiters or wholesalers). If less than a substanti al
amount of a particular class of REMC Regular Certificates is sold for cash on
or prior to the date of their initial issuance (the "Closing Date"), the issue
price for such class will be treated as the fair nmarket value of such class on
the Cosing Date. The issue price of a REM C Regular Certificate also includes
the amount paid by an initial Certificateholder for accrued interest that
relates to a period prior to the issue date of the REM C Regul ar Certificate.
The stated redenption price at maturity of a REM C Regul ar Certificate includes
the original principal amount of the REM C Regul ar Certificate, but generally
will not include distributions of interest if such distributions constitute
"qualified stated interest." Qualified stated interest generally neans interest
payable at a single fixed rate or qualified variable rate (as described bel ow)
provided that such interest paynents are unconditionally payable at intervals of
one year or less during the entire termof the REM C Regul ar Certificate.
Interest is payable at a single fixed rate only if the rate appropriately takes
into account the length of the interval between paynents. Distributions of
interest on REM C Regul ar Certificates with respect to which Deferred |nterest
will accrue will not constitute qualified stated interest paynents, and the
stated redenption price at maturity of such REM C Regul ar Certificates includes
all distributions of interest as well as principal thereon.

Where the interval between the issue date and the first Distribution Date
on a REM C Regular Certificate is longer than the interval between subsequent
Di stribution Dates, the greater of any original issue discount (disregarding the
rate in the first period) and any interest foregone during the first period is
treated as the ampunt by which the stated redenption price at maturity of the
Certificate exceeds its issue price for purposes of the de mnims rule
descri bed bel ow. The O D Regul ati ons suggest that all interest on a long first
period REM C Regular Certificate that is issued with non-de minims OD, as
determ ned under the foregoing rule, will be treated as O D. Were the interval
between the issue date and the first Distribution Date on a REM C Regul ar
Certificate is shorter than the interval between subsequent Distribution Dates,
interest due on the first Distribution Date in excess of the anpunt that accrued
during the first period would be added to the Certificate's stated redenption
price at maturity. REM C Regular Certificatehol ders should consult their own tax
advi sors to determne the issue price and stated redenption price at maturity of
a REM C Regul ar Certificate.
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Under the de mininmis rule, ODon a REMC Regular Certificate will be
considered to be zero if such ODis less than 0.25% of the stated redenption
price at maturity of the REM C Regular Certificate multiplied by the weighted
average maturity of the REM C Regul ar Certificate. For this purpose, the
wei ghted average naturity of the REM C Regular Certificate is conputed as the
sum of the ampbunts determned by multiplying the nunber of full years (i.e.,
roundi ng down partial years) fromthe issue date until each distribution in
reduction of stated redenption price at maturity is scheduled to be nade by a
fraction, the numerator of which is the amobunt of each distribution included in
the stated redenption price at maturity of the REM C Regul ar Certificate and the
denom nator of which is the stated redenption price at maturity of the REMC
Regul ar Certificate. Although currently unclear, it appears that the schedul e of
such distributions should be determ ned in accordance with the Prepaynent
Assunption. The Prepaynent Assunption with respect to a series of REM C Regul ar
Certificates will be set forth in the related Prospectus Suppl ement. Hol ders
generally nust report de mininmis OD pro rata as principal paynents are
recei ved, and such income will be capital gain if the REMC Regular Certificate
is held as a capital asset. However, accrual nethod hol ders nmay el ect to accrue
all de minims OD as well as nmarket discount under a constant interest mnethod.

The Prospectus Supplement with respect to a Trust Fund may provide for
certain REM C Regul ar Certificates to be issued at prices significantly
exceeding their principal amounts or based on notional principal balances (the
"Super-Premum Certificates"). The income tax treatnment of such REM C Regul ar
Certificates is not entirely certain. For information reporting purposes, the
Trust Fund intends to take the position that the stated redenption price at
maturity of such REM C Regul ar Certificates is the sumof all paynents to be
made on such REM C Regul ar Certificates determ ned under the Prepaynent
Assunption, with the result that such REM C Regul ar Certificates woul d be issued
with OD. The calculation of incone in this manner could result in negative
original issue discount (which delays future accruals of O D rather than being
i medi ately deducti bl e) when prepaynents on the Mrtgage Assets exceed those
esti mated under the Prepaynent Assunption. The |RS m ght contend, however, that
certain proposed contingent paynment rules contained in regulations issued on
Decenber 15, 1994, with respect to O D, should apply to such Certificates.

Al t hough such rules are not applicable to instruments governed by Code Section
1272(a) (6), they represent the only guidance regarding the current views of the
IRS with respect to contingent paynment instrunents. In the alternative, the IRS
could assert that the stated redenption price at maturity of such REM C Regul ar
Certificates should be limted to their principal amunt (subject to the

di scussi on bel ow under "--Accrued Interest Certificates"), so that such REMC
Regul ar Certificates would be considered for federal incone tax purposes to be
issued at a premum |f such a position were to prevail, the rules described
bel ow under "--Taxation of Oamners of REM C Regul ar Certificates--Prem unt woul d
apply. It is unclear when a | oss may be clainmed for any unrecovered basis for a
Super-Premium Certificate. It is possible that a holder of a Super-Prem um
Certificate may only claima loss when its remai ning basis exceeds the maxi num
amount of future paynments, assuming no further prepaynents or when the final
paynent is received with respect to such Super-Prem um Certificate.

Under the REM C Regul ations, if the issue price of a REM C Regul ar
Certificate (other than a REM C Regul ar Certificate based on a notional anount)
does not exceed 125% of its actual principal anmount, the interest rate is not
consi dered di sproportionately high. Accordingly, such REM C Regular Certificate
general ly should not be treated as a Super-Premum Certificate and the rules
descri bed bel ow under "--Taxation of Omers of REM C Regul ar
Certificates--Prem uni should apply. However, it is possible that hol ders of
REM C Regul ar Certificates issued at a premum even if the premiumis |less than
25% of such Certificate's actual principal balance, will be required to anortize
the prem umunder an original issue discount nethod or contingent interest
nmet hod even though no el ecti on under Code Section 171 is nade to anortize such
prem um

Generally, a REM C Regul ar Certificatehol der must include in gross inconme
the "daily portions," as determ ned below, of the O D that accrues on a REMC
Regul ar Certificate for each day a Certificatehol der holds the REM C Regul ar
Certificate, including the purchase date but excluding the disposition date. In
the case of an original holder of a REM C Regular Certificate, a calculation
will be
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made of the portion of the O D that accrues during each successive period ("an
accrual period") that ends on the day in the cal endar year corresponding to a
Distribution Date (or if Distribution Dates are on the first day or first

busi ness day of the imediately preceding nonth, interest may be treated as
payable on the last day of the i mediately preceding nonth) and begins on the
day after the end of the i mediately preceding accrual period (or on the issue
date in the case of the first accrual period). This will be done, in the case of
each full accrual period, by:

(i) addi ng

(a) the present value at the end of the accrual period (determ ned
by using as a discount factor the original yield to maturity of
the REM C Regul ar Certificates as cal cul ated under the
Prepaynent Assunption) of all renmaining paynents to be received
on the REM C Regul ar Certificates under the Prepaynent
Assunption, and

(b) any paynments included in the stated redenption price at
maturity received during such accrual period, and

(ii) subtracting fromthat total the adjusted issue price of the REMC
Regul ar Certificates at the beginning of such accrual period.

The adjusted issue price of a REMC Regular Certificate at the beginning of the
first accrual period is its issue price; the adjusted issue price of a REMC
Regul ar Certificate at the begi nning of a subsequent accrual period is the

adj usted issue price at the beginning of the i nmediately preceding accrua

period plus the ambunt of O D allocable to that accrual period and reduced by
the amount of any payment other than a payment of qualified stated interest nade
at the end of or during that accrual period. The O D accrued during an accrua
period will then be divided by the nunber of days in the period to determne the
daily portion of OD for each day in the accrual period. The calculation of QD
under the method described above will cause the accrual of ODto either

i ncrease or decrease (but never below zero) in a given accrual period to reflect
the fact that prepayments are occurring faster or slower than under the
Prepaynent Assunption. Wth respect to an initial accrual period shorter than a
full accrual period, the daily portions of OD nay be determ ned according to an
appropriate allocation under any reasonabl e net hod

A subsequent purchaser of a REM C Regular Certificate issued with O D who
purchases the REM C Regul ar Certificate at a cost |less than the remaining stated
redenption price at maturity will also be required to include in gross incone
the sumof the daily portions of O D on that REM C Regul ar Certificate. In
conputing the daily portions of QD for such a purchaser (as well as an initial
purchaser that purchases at a price higher than the adjusted issue price but
| ess than the stated redenption price at maturity), however, the daily portion
is reduced by the anpunt that would be the daily portion for such day (conputed
in accordance with the rules set forth above) multiplied by a fraction, the
nunerator of which is the anount, if any, by which the price paid by such hol der
for that REM C Regul ar Certificate exceeds the foll owi ng anount:

(a) the sumof the issue price plus the aggregate anpbunt of QD that
woul d have been includible in the gross incone of an original REMC
Regul ar Certificatehol der (who purchased the REM C Regul ar
Certificate at its issue price), less

(b) any prior paynments included in the stated redenption price at
maturity, and the denom nator of which is the sumof the daily
portions for that REM C Regular Certificate for all days begi nning
on the date after the purchase date and ending on the naturity date
conput ed under the Prepaynment Assunption. A hol der who pays an
acqui sition premuminstead may el ect to accrue O D by treating the
purchase as a purchase at original issue

Vari abl e Rate REM C Regul ar Certificates. REMC Regular Certificates may
provide for interest based on a variable rate. Interest based on a variable rate
will constitute qualified stated interest and not contingent interest if
general ly,

(i) such interest is unconditionally payable at |east annually
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(ii) the issue price of the debt instrunent does not exceed the total
nonconti ngent principal paynents, and

(iii) interest is based on a "qualified floating rate," an "objective
rate," a conbination of a single fixed rate and one or nore
"qualified floating rates,"” one "qualified inverse floating rate,"
or a conbination of "qualified floating rates" that do not operate
in a manner that significantly accelerates or defers interest
paynments on such REM C Regul ar Certificate.

The ampunt of O Dwth respect to a REMC Regular Certificate bearing a
variable rate of interest will accrue in the manner described above under
"--Original Issue Discount and Prem uni by assuming generally that the index
used for the variable rate will remain fixed throughout the termof the
Certificate. Appropriate adjustnments are made for the actual variable rate.

Al t hough uncl ear at present, the Depositor intends to treat interest on a
REM C Regul ar Certificate that is a weighted average of the net interest rates
on Mrtgage Loans as qualified stated interest. In such case, the weighted
average rate used to conpute the initial pass-through rate on the REM C Regul ar
Certificates will be deenmed to be the index in effect through the life of the
REM C Regul ar Certificates. It is possible, however, that the RS may treat some
or all of the interest on REM C Regular Certificates with a weighted average
rate as taxable under the rules relating to obligations providing for contingent
paynents. Such treatnment may effect the timng of incone accruals on such REM C
Regul ar Certificates.

El ection to Treat All Interest as OD. The OD Regul ations pernit a
Certificateholder to elect to accrue all interest, discount (including de
mnims market or original issue discount) and premiumin incone as interest,
based on a constant yield nmethod. If such an election were to be made with
respect to a REM C Regular Certificate with narket discount, the
Certificatehol der would be deened to have nade an election to include in incone
currently market discount with respect to all other debt instrunents having
mar ket di scount that such Certificatehol der acquires during the year of the
election and thereafter. Simlarly, a Certificateholder that makes this el ection
for a Certificate that is acquired at a premumw || be deened to have nade an
election to anortize bond premiumw th respect to all debt instruments having
anortizabl e bond premiumthat such Certificatehol der owns or acquires. See
"--Taxation of Omers of REM C Regular Certificates--Prem un herein. The
election to accrue interest, discount and premumon a constant yield nmethod
with respect to a Certificate is irrevocable.

Mar ket Discount. A purchaser of a REMC Regular Certificate nmay al so be
subject to the market discount provisions of Code Sections 1276 through 1278.
Under these provisions and the O D Regul ati ons, "market discount" equals the
excess, if any, of

(i) the REM C Regul ar Certificate's stated principal amount or, in the
case of a REM C Regular Certificate with O D, the adjusted issue
price (determned for this purpose as if the purchaser had
purchased such REM C Regul ar Certificate froman original holder)
over

(ii) the price for such REM C Regul ar Certificate paid by the purchaser.

A Certificatehol der that purchases a REM C Regul ar Certificate at a narket
di scount will recognize income upon recei pt of each distribution representing
amounts included in such certificate's stated redenption price at maturity. In
particul ar, under Code Section 1276 such a holder generally will be required to
al | ocate each such distribution first to accrued nmarket discount not previously
included in inconme, and to recogni ze ordinary incone to that extent. A
Certificateholder may el ect to include market discount in inconme currently as it
accrues rather than including it on a deferred basis in accordance with the
foregoing. If nade, such election will apply to all market discount bonds
acquired by such Certificateholder on or after the first day of the first
taxabl e year to which such el ection applies.

Mar ket di scount with respect to a REM C Regul ar Certificate will be
considered to be zero if the anbunt allocable to the REM C Regul ar Certificate
is less than 0.25% of such REM C Regular Certificate's stated redenption price
at maturity multiplied by such REM C Regular Certificate's wei ghted average
maturity renaining after the date of purchase. |If market discount on a REM C
Regul ar
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Certificate is considered to be zero under this rule, the actual ampunt of

mar ket di scount nust be allocated to the renmaining principal paynents on the
REM C Regul ar Certificate, and gain equal to such allocated anpbunt will be
recogni zed when the correspondi ng principal paynment is made. Treasury

regul ations inplenenting the nmarket discount rules have not yet been issued
therefore, investors should consult their own tax advisors regarding the
application of these rules and the advisability of making any of the el ections
al | oned under Code Sections 1276 through 1278

The Code provides that any principal paynent (whether a schedul ed paynent
or a prepaynent) or any gain on disposition of a market discount bond acquired
by the taxpayer after October 22, 1986, shall be treated as ordinary incone to
the extent that it does not exceed the accrued market discount at the tinme of
such paynent. The amount of accrued market discount for purposes of determning
the tax treatment of subsequent principal paynents or dispositions of the narket
di scount bond is to be reduced by the ambunt so treated as ordinary incone.

The Code al so grants authority to the Treasury Departnment to issue
regul ati ons providing for the conputation of accrued market di scount on debt
instrunents, the principal of which is payable in nore than one installnent.
Until such tine as regul ations are issued by the Treasury, rules described in
the Legislative Hstory will apply. Under those rules, the hol der of a market
di scount bond may el ect to accrue market discount either on the basis of a
constant interest method rate or according to one of the follow ng nmethods. For
REM C Regul ar Certificates issued with O D, the amount of narket discount that
accrues during a period is equal to the product of:

(i) the total remaining narket discount and

(ii) a fraction, the nunerator of which is the O D accruing during the
period and the denom nator of which is the total remaining O D at
t he begi nning of the period

For REM C Regul ar Certificates issued without O D, the anpbunt of market di scount
that accrues during a period is equal to the product of:

(a) the total remaining narket discount and

(b) a fraction, the nunerator of which is the ambunt of stated interest
paid during the accrual period and the denom nator of which is the
total amount of stated interest remaining to be paid at the
begi nning of the period

For purposes of cal cul ating market di scount under any of the above nmethods in
the case of instruments (such as the REM C Regul ar Certificates) that provide
for paynents that may be accel erated by reason of prepaynments of other
obligations securing such instrunments, the same Prepaynent Assunption applicable
to calculating the accrual of ODwll apply

A hol der who acquired a REM C Regul ar Certificate at a market discount
also may be required to defer a portion of its interest deductions for the
taxabl e year attributable to any indebtedness incurred or continued to purchase
or carry such Certificate purchased with nmarket discount. For these purposes
the de minims rule referred to above applies. Any such deferred interest
expense woul d not exceed the narket discount that accrues during such taxable
year and is, in general, allowed as a deduction not later than the year in which
such market discount is includible in incone. If such holder elects to include
mar ket di scount in income currently as it accrues on all narket discount
instrunents acquired by such holder in that taxable year or thereafter, the
interest deferral rule described above will not apply.

Premium A purchaser of a REMC Regular Certificate that purchases the
REM C Regul ar Certificate at a cost (not including accrued qualified stated
interest) greater than its remaining stated redenption price at maturity will be
consi dered to have purchased the REM C Regul ar Certificate at a prem um and nay
elect to anortize such prem umunder a constant yield method. A
Certificatehol der that nakes this election for a Certificate that is acquired at
a premumw || be deemed to have nmade an election to anortize bond premumwth
respect to all debt instrunents having anortizabl e bond prem umthat such
Certificatehol der acquires during the year of the election or thereafter. It is
not clear whether the Prepaynent Assunption would be taken into account in
determning the life of the REM C Regul ar
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Certificate for this purpose. However, the Legislative H story states that the
sane rules that apply to accrual of market discount (which rules require use of
a Prepaynment Assunption in accruing market discount with respect to REMC
Regul ar Certificates without regard to whether such Certificates have QD) wll
al so apply in anortizing bond prem umunder Code Section 171. The Code provides
that anortizable bond premumw || be allocated anong the interest paynents on
such REM C Regul ar Certificates and will be applied as an of fset agai nst such
interest paynent. On Decenber 30, 1997, the IRS issued final regulations (the
"Anortizabl e Bond Prem um Regul ations") dealing with anortizable bond prem um
These regul ations specifically do not apply to prepayabl e debt instruments

subj ect to Code Section 1272(a)(6). Absent further guidance fromthe IRS the
Trust intends to account for anortizable bond premiumin the manner described
above. Certificatehol ders should consult their tax advisors regarding the
possibility of making an election to anortize any such bond prem um

Deferred Interest. Certain classes of REM C Regular Certificates may
provide for the accrual of Deferred Interest with respect to one or nore ARM
Loans. Any Deferred Interest that accrues with respect to a class of REMC
Regul ar Certificates will constitute income to the holders of such Certificates
prior to the time distributions of cash with respect to such Deferred Interest
are made. It is unclear, under the O D Regul ati ons, whether any of the interest
on such Certificates will constitute qualified stated interest or whether all or
a portion of the interest payable on such Certificates nust be included in the
stated redenption price at maturity of the Certificates and accounted for as QD
(which could accel erate such inclusion). Interest on REM C Regul ar Certificates
nmust in any event be accounted for under an accrual nethod by the hol ders of
such Certificates and, therefore, applying the latter analysis may result only
in a slight difference in the timng of the inclusion in income of interest on
such REM C Regul ar Certificates.

Effects of Defaults and Delinquencies. Certain series of Certificates may
contain one or nore classes of Subordinated Certificates, and in the event there
are defaults or delinquencies on the Mrtgage Assets, ampbunts that woul d
ot herwi se be distributed on the Subordi nated Certificates may instead be
distributed on the Senior Certificates. Subordinated Certificatehol ders
nevertheless will be required to report incone with respect to such Certificates
under an accrual nethod without giving effect to delays and reductions in
di stributions on such Subordinated Certificates attributable to defaults and
del i nquenci es on the Mrtgage Assets, except to the extent that it can be
establ i shed that such anpunts are uncollectible. As a result, the anount of
i ncone reported by a Subordinated Certificateholder in any period could
significantly exceed the ambunt of cash distributed to such holder in that
period. The holder will eventually be allowed a loss (or will be allowed to
report a lesser ampunt of inconme) to the extent that the aggregate anmpunt of
distributions on the Subordinated Certificate is reduced as a result of defaults
and del i nquenci es on the Mortgage Assets. Timng and characterization of such
| osses is discussed in "--Taxation of Owmers of REM C Regul ar
Certificates--Treatnment of Realized Losses" bel ow

Sal e, Exchange or Redenption. |f a REMC Regular Certificate is sold,
exchanged, redeened or retired, the seller will recognize gain or |loss equal to
the difference between the anobunt realized on the sale, exchange, redenption, or
retirenent and the seller's adjusted basis in the REM C Regul ar Certificate.
Such adjusted basis generally will equal the cost of the REM C Regul ar
Certificate to the seller, increased by any O D and market di scount included in
the seller's gross income with respect to the REM C Regul ar Certificate, and
reduced (but not bel ow zero) by paynents included in the stated redenption price
at maturity previously received by the seller and by any anortized prem um
Simlarly, a holder who receives a paynent that is part of the stated redenption
price at maturity of a REM C Regular Certificate will recognize gain equal to
the excess, if any, of the anpunt of the paynment over the holder's adjusted
basis in the REM C Regular Certificate. A REM C Regular Certificatehol der who
receives a final paynent that is |less than the hol der's adjusted basis in the
REM C Regul ar Certificate will generally recognize a | oss. Except as provided in
the foll owi ng paragraph and as provi ded under "--Market Discount" above, any
such gain or loss will be capital gain or |oss, provided that the REM C Regul ar
Certificate is held as a "capital asset" (generally, property held for
investnent) within the meani ng of Code Section 1221. Such gain or |oss generally
will be long-termcapital gain or loss if the Note were held for nore than one
year. Long-term capital gains of non-corporate taxpayers are subject to
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reduced maxi numrates while short-termcapital gains are taxable at ordinary
rates. The use of capital losses is subject to limtations. Prospective

i nvestors should consult their own tax advisors concerning the treatnent of
capital gains.

Gain fromthe sale or other disposition of a REM C Regular Certificate
that m ght otherwi se be capital gain will be treated as ordinary inconme to the
extent that such gain does not exceed the excess, if any, of (i) the ampbunt that
woul d have been includible in such holder's incone with respect to the REMC
Regul ar Certificate had inconme accrued thereon at a rate equal to 110% of the
AFR as defined in Code Section 1274(d) determ ned as of the date of purchase of
such REM C Regul ar Certificate, over (ii) the ampunt actually includible in such
hol der' s i ncone.

The Certificates will be "evidences of indebtedness" within the neaning of
Code Section 582(c)(1), so that gain or loss recognized fromthe sale of a REM C
Regul ar Certificate by a bank or a thrift institution to which such section
applies will be ordinary inconme or |oss.

The REM C Regul ar Certificate information reports will include a statenent
of the adjusted issue price of the REM C Regular Certificate at the beginning of
each accrual period. In addition, the reports will include information necessary

to compute the accrual of any market discount that may arise upon secondary
trading of REM C Regul ar Certificates. Because exact conputation of the accrual
of market discount on a constant yield method would require information relating
to the holder's purchase price which the REM C may not have, it appears that the
information reports will only require information pertaining to the appropriate
proportionate nmethod of accruing market discount.

Accrued Interest Certificates. Certain of the REM C Regular Certificates
("Payment Lag Certificates") may provide for paynents of interest based on a
period that corresponds to the interval between Distribution Dates but that ends
prior to each such Distribution Date. The period between the C osing Date for
Payment Lag Certificates and their first Distribution Date may or may not exceed
such interval. Purchasers of Payment Lag Certificates for which the period
between the Closing Date and the first Distribution Date does not exceed such
interval could pay upon purchase of the REM C Regular Certificates accrued
interest in excess of the accrued interest that would be paid if the interest
paid on the Distribution Date were interest accrued fromDistribution Date to
Distribution Date. If a portion of the initial purchase price of a REM C Regul ar
Certificate is allocable to interest that has accrued prior to the issue date
("pre-issuance accrued interest") and the REM C Regul ar Certificate provides for
a paynment of stated interest on the first payment date (and the first paynment
date is within one year of the issue date) that equals or exceeds the anmpbunt of
the pre-issuance accrued interest, then the REM C Regul ar Certificates' issue
price may be conputed by subtracting fromthe issue price the anmbunt of
pre-issuance accrued interest, rather than as an anobunt payable on the REMC
Regul ar Certificate. However, it is unclear under this nethod how the O D
Regul ations treat interest on Payment Lag Certificates. Therefore, in the case
of a Payment Lag Certificate, the Trust Fund intends to include accrued interest
in the issue price and report interest paynents nade on the first Distribution
Date as interest to the extent such paynents represent interest for the nunber
of days that the Certificatehol der has held such Paynment Lag Certificate during
the first accrual period.

Investors should consult their own tax advi sors concerning the treatnment
for federal income tax purposes of Payment Lag Certificates.

Non- I nterest Expenses of the REM C.  Under tenporary Treasury regul ations,
if the REMC is considered to be a "single-class REMC, " a portion of the
REM C s servicing, admnistrative and other non-interest expenses will be
al l ocated as a separate itemto those REM C Regul ar Certificateholders that are
"pass-through interest holders." Certificateholders that are pass-through
interest holders should consult their own tax advisors about the inpact of these
rules on an investnent in the REM C Regul ar Certificates. See "Taxation of
Omers of REM C Residual Certificates--Pass-Through Non-Interest Expenses of the
REM C' bel ow.

Treatment of Realized Losses. Al though not entirely clear, it appears
that holders of REM C Regular Certificates that are corporations should in
general be allowed to deduct as an ordinary |oss any
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| oss sustained during the taxable year on account of any such Certificates
becom ng wholly or partially worthless, and that, in general, holders of
Certificates that are not corporations should be allowed to deduct as a
short-termcapital |oss any |oss sustained during the taxable year on account of
any such Certificates becom ng wholly worthless. Although the matter is not
entirely clear, non-corporate holders of Certificates may be all owed a bad debt
deduction at such time that the principal balance of any such Certificate is
reduced to reflect realized losses resulting fromany |iquidated Mrtgage
Assets. The Internal Revenue Service, however, could take the position that
non-corporate holders will be allowed a bad debt deduction to reflect realized

| osses only after all Mrtgage Assets remaining in the related Trust Fund have
been liquidated or the Certificates of the related series have been ot herw se
retired. Potential investors and holders of the Certificates are urged to
consult their own tax advisors regarding the appropriate timng, anmount and
character of any |oss sustained with respect to such Certificates, including any
loss resulting fromthe failure to recover previously accrued interest or

di scount incone. Special loss rules are applicable to banks and thrift
institutions, including rules regarding reserves for bad debts. Such taxpayers
are advised to consult their tax advisors regarding the treatnent of |osses on
Certificates.

Non-U. S. Persons. Generally, paynments of interest (including any paynment
with respect to accrued O D) on the REMC Regular Certificates to a REMC
Regul ar Certificateholder who is not a U S. Person and is not engaged in a trade
or business within the United States will not be subject to federal withholding
tax if (i) such REM C Regul ar Certificatehol der does not actually or
constructively own 10 percent or nore of the conbined voting power of al
classes of equity in the Issuer; (ii) such REM C Regul ar Certificateholder is
not a controlled foreign corporation (within the nmeaning of Code Section 957)
related to the Issuer; and (iii) such REM C Regul ar Certificatehol der conplies
with certain identification requirenments (including delivery of a statenent,
signed by the REM C Regul ar Certificatehol der under penalties of perjury,
certifying that such REM C Regular Certificateholder is a foreign person and
providi ng the nane and address of such REM C Regul ar Certificateholder). If a
REM C Regul ar Certificatehol der is not exenpt fromwi thholding, distributions of
interest to such holder, including distributions in respect of accrued O D, nay
be subject to a 30% w t hhol ding tax, subject to reduction under any applicable
tax treaty.

Further, a REM C Regular Certificate will not be included in the estate of
a non-resident alien individual and will not be subject to United States estate
taxes; provided that the REM C Regular Certificate is not held in connection
with the conduct of a United States trade or business. However,
Certificatehol ders who are non-resident alien individuals should consult their
tax advisors concerning this question

REM C Regul ar Certificatehol ders who are not U S. Persons and persons
related to such hol ders should not acquire any REM C Resi dual Certificates, and
hol ders of REM C Residual Certificates (the "REM C Residual Certificatehol der")
and persons related to REM C Residual Certificatehol ders should not acquire any
REM C Regul ar Certificates without consulting their tax advisors as to the
possi bl e adverse tax consequences of doing so

I nformation Reporting and Backup Wthhol ding. The Master Servicer will
furnish or make available, within a reasonable time after the end of each
cal endar year, to each person who was a REM C Regul ar Certificatehol der at any
time during such year, such information as may be deenmed necessary or desirable
to assist REM C Regular Certificateholders in preparing their federal income tax
returns, or to enable holders to nake such information available to beneficia
owners or financial internmediaries that hold such REM C Regul ar Certificates on
behal f of beneficial owners. If a holder, beneficial owner, financial
internediary or other recipient of a paynent on behal f of a beneficial owner
fails to supply a certified taxpayer identification nunmber or if the Secretary
of the Treasury determ nes that such person has not reported all interest and
di vidend income required to be shown on its federal income tax return, backup
wi t hhol ding nmay be required with respect to any paynents. Any anpunts deducted
and withheld froma distribution to a recipient on account of backup wi thhol di ng
woul d be allowed as a credit against such recipient's federal income tax
liability.
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New Wt hhol di ng Regul ati ons. On January 1, 2001 the New Regul ati ons
becanme effective (subject to certain transition rules) which nake certain
nodi fications to the wi thhol ding, backup withhol ding and information reporting
rul es descri bed above. The New Regul ations attenmpt to unify certification
requi renents and nodify reliance standards. Prospective investors are urged to
consult their own tax advisors regarding the New Regul ati ons.

2. Taxation of Omers of REM C Residual Certificates

Al l ocation of the Income of the REM C to the REM C Resi dual
Certificates. The REMC will not be subject to federal income tax except with
respect to income from prohibited transactions and certain other transactions.
See "--Prohibited Transactions Tax and O her Taxes" bel ow. |nstead, each
original holder of a REMC Residual Certificate will report on its federal
income tax return, as ordinary incone, its share of the taxable inconme of the
REM C for each day during the taxable year on which such hol der owns any REM C
Resi dual Certificates. The taxable incone of the REM C for each day will be
determ ned by allocating the taxable incone of the REM C for each cal endar
quarter ratably to each day in the quarter. Such a holder's share of the taxable

income of the REMC for each day will be based on the portion of the outstanding
REM C Resi dual Certificates that such holder owns on that day. The taxable
income of the REMC will be determ ned under an accrual nethod and will be

taxable to the holders of REM C Residual Certificates without regard to the
timng or anpbunts of cash distributions by the REMC. Odinary incone derived
from REM C Residual Certificates will be "portfolio income" for purposes of the
taxation of taxpayers subject to the limtations on the deductibility of
"passive losses." As residual interests, the REM C Residual Certificates will be
subject to tax rules, described below, that differ fromthose that would apply
if the REMC Residual Certificates were treated for federal income tax purposes
as direct ownership interests in the Certificates or as debt instrunents issued
by the REM C.

A REM C Residual Certificatehol der may be required to include taxable
income fromthe REM C Residual Certificate in excess of the cash distributed.
For exanple, a structure where principal distributions are nmade serially on
regul ar interests (that is, a fast-pay, slow pay structure) nay generate such a
m smat chi ng of income and cash distributions (that is, "phantominconme"). This
m smat chi ng may be caused by the use of certain required tax accounting methods
by the REMC, variations in the prepaynent rate of the underlying Mrtgage
Assets and certain other factors. Depending upon the structure of a particul ar
transaction, the aforenentioned factors may significantly reduce the after-tax
yield of a REM C Residual Certificate to a REM C Resi dual Certificatehol der.
Investors should consult their own tax advisors concerning the federal incone
tax treatment of a REM C Residual Certificate and the inpact of such tax
treatnment on the after-tax yield of a REM C Residual Certificate.

A subsequent REM C Residual Certificateholder also will report on its
federal income tax return anmounts representing a daily share of the taxable
income of the REM C for each day that such REM C Residual Certificatehol der owns
such REM C Resi dual Certificate. Those daily anmpbunts generally would equal the
anounts that woul d have been reported for the sane days by an original REMC
Resi dual Certificatehol der, as described above. The Legislative Hi story
i ndicates that certain adjustnments nay be appropriate to reduce (or increase)
the incone of a subsequent hol der of a REM C Residual Certificate that purchased
such REM C Residual Certificate at a price greater than (or less than) the
adj usted basis such REM C Residual Certificate would have in the hands of an
original REM C Residual Certificateholder. See "--Sale or Exchange of REMC
Resi dual Certificates" below. It is not clear, however, whether such adjustnents
will in fact be permitted or required and, if so, how they would be nade. The
REM C Regul ations do not provide for any such adjustnents.

Taxabl e I ncone of the REM C Attributable to Residual Interests. The
taxabl e incone of the REMC will reflect a netting of (i) the incone fromthe
Mortgage Assets and the REM C s other assets and (ii) the deductions allowed to
the REMC for interest and O D on the REM C Regular Certificates and, except as
descri bed above under "--Taxation of Omers of REM C Regul ar Certificates--Non-
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Interest Expenses of the REM C," other expenses. REM C taxable incone is
generally determined in the sane manner as the taxable inconme of an individual
using the accrual nethod of accounting, except that:

(i) the limtations on deductibility of investment interest expense and
expenses for the production of income do not apply,

(i) all bad loans will be deductible as business bad debts, and
(iii) the incone will apply.

The REM C s gross incone includes interest, original issue discount
i ncome, and narket discount incone, if any, on the Mrtgage Loans, reduced by
anortization of any premiumon the Mrtgage Loans, plus inconme on reinvestnment
of cash flows and reserve assets, plus any cancellation of indebtedness inconme
upon allocation of realized |osses to the REM C Regul ar Certificates. Note that
the timng of cancellation of indebtedness incone recognized by REM C Resi dual
Certificateholders resulting fromdefaults and delinquencies on Mrtgage Assets
may differ fromthe time of the actual |oss on the Mdrtgage Asset. The REMC s
deductions include interest and original issue discount expense on the REMC
Regul ar Certificates, servicing fees on the Mrtgage Loans, other adm nistrative
expenses of the REM C and realized | osses on the Mrtgage Loans. The requirenent
that REM C Residual Certificateholders report their pro rata share of taxable
income or net loss of the REMC will continue until there are no Certificates of
any class of the related series outstandi ng.

For purposes of determining its taxable incone, the REMC will have an
initial aggregate tax basis in its assets equal to the sumof the issue prices
of the REM C Regular Certificates and the REM C Residual Certificates (or, if a
class of Certificates is not sold initially, its fair market value). Such
aggregate basis will be allocated anpong the Mrtgage Assets and ot her assets of
the REMC in proportion to their respective fair market value. A Mrtgage Asset
wi || be deened to have been acquired with discount or premumto the extent that
the REM C s basis therein is less than or greater than its principal bal ance,
respectively. Any such discount (whether market discount or OD wll be
includible in the incone of the REMC as it accrues, in advance of receipt of
the cash attributable to such income, under a method similar to the method
descri bed above for accruing OD on the REM C Regul ar Certificates. The REMC
expects to el ect under Code Section 171 to anortize any prem umon the Mortgage
Assets. Prem umon any Mrtgage Asset to which such election applies would be
anortized under a constant yield nmethod. It is not clear whether the yield of a
Mort gage Asset woul d be cal cul ated for this purpose based on schedul ed paynents
or taking account of the Prepayment Assunption. Additionally, such an election
woul d not apply to the yield with respect to any underlying nortgage |oan
originated on or before Septenber 27, 1985. Instead, premumw th respect to
such a nortgage | oan woul d be all ocated anong the principal paynments thereon and
woul d be deductible by the REM C as those paynents becone due.

The REM C will be allowed a deduction for interest and OD on the REM C
Regul ar Certificates. The ampunt and nethod of accrual of ODwll be calcul ated
for this purpose in the same manner as described above with respect to REMC
Regul ar Certificates except that the 0.25% per annumde minims rule and
adj ustments for subsequent hol ders described therein will not apply.

A REM C Residual Certificateholder will not be permtted to anortize the
cost of the REM C Residual Certificate as an offset to its share of the REMC s
taxabl e i ncome. However, REM C taxable income will not include cash received by
the REM C that represents a recovery of the REMC s basis in its assets, and, as
descri bed above, the issue price of the REM C Residual Certificates will be
added to the issue price of the REM C Regular Certificates in determning the
REM C s initial basis in its assets. See "--Sale or Exchange of REM C Resi dual
Certificates" below For a discussion of possible adjustnents to incone of a
subsequent holder of a REM C Residual Certificate to reflect any difference
bet ween the actual cost of such REM C Residual Certificate to such hol der and
the adjusted basis such REM C Residual Certificate would have in the hands of an
original REM C Residual Certificateholder, see "--Allocation of the |Incone of
the REM C to the REM C Residual Certificates" above.

Net Losses of the REMC. The REMC will have a net loss for any cal endar
quarter in which its deductions exceed its gross inconme. Such net |oss would be
al | ocat ed anong the REM C Resi dual
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Certificateholders in the same manner as the REM C s taxabl e inconme. The net

| oss allocable to any REM C Residual Certificate will not be deductible by the
hol der to the extent that such net |oss exceeds such hol der's adjusted basis in
such REM C Residual Certificate. Any net loss that is not currently deductible
by reason of this limtation nay only be used by such REM C Resi dual
Certificateholder to offset its share of the REM C s taxable inconme in future
periods (but not otherwise). The ability of REM C Residual Certificatehol ders
that are individuals or closely held corporations to deduct net |osses may be
subject to additional limtations under the Code.

Mark to Market Rules. A Residual Certificate acquired after January 3,
1995 cannot be marked to market.

Pass- Through of Non-Interest Expenses of the REMC. As a general rule,
all of the fees and expenses of a REMC will be taken into account by hol ders of
the REM C Residual Certificates. In the case of a "single class REMC, " however,
the expenses and a matching amount of additional income will be allocated, under
tenmporary Treasury regul ati ons, anmong the REM C Regul ar Certificatehol ders and
the REM C Residual Certificateholders on a daily basis in proportion to the
rel ative anobunts of incone accruing to each Certificatehol der on that day. In
general terms, a single class REMC is one that either (i) would qualify, under
existing Treasury regulations, as a grantor trust if it were not a REMC
(treating all interests as ownership interests, even if they would be classified
as debt for federal income tax purposes) or (ii) is simlar to such a trust and
is structured with the principal purpose of avoiding the single class REM C
rules. Unless otherwi se stated in the related Prospectus Suppl enent, the
expenses of the REMC will be allocated to holders of the related REM C Resi dual
Certificates in their entirety and not to holders of the related REM C Regul ar
Certificates.

In the case of individuals (or trusts, estates or other persons that
conpute their income in the same manner as individuals) who own an interest in a
REM C Regul ar Certificate or a REM C Residual Certificate directly or through a
pass-through interest holder that is required to pass niscellaneous item zed
deductions through to its owners or beneficiaries (e.g. a partnership, an S
corporation or a grantor trust), such expenses w |l be deductible under Code
Section 67 only to the extent that such expenses, plus other "niscellaneous
item zed deductions" of the individual, exceed 2% of such individual's adjusted
gross incone. In addition, Code Section 68 provides that the ambunt of item zed
deductions otherw se allowable for an individual whose adjusted gross incone
exceeds a certain ampunt (the "Applicable Anmount") will be reduced by the |esser
of (i) 3%of the excess of the individual's adjusted gross incone over the
Applicable Amount or (ii) 80% of the amount of item zed deducti ons otherw se
al l owabl e for the taxable year. This reduction is currently scheduled to be
phased- out over a five-year period beginning in 2006. The anpbunt of additiona
taxabl e i ncome recogni zed by REM C Residual Certificatehol ders who are subject
to the limtations of either Code Section 67 or Code Section 68 may be
substantial. Further, holders (other than corporations) subject to the
alternative mninumtax may not deduct m scellaneous item zed deductions in
determ ni ng such hol ders' alternative m ninumtaxable income. The REMC is
required to report to each pass-through interest holder and to the

I RS such holder's allocable share, if any, of the REM C s non-interest
expenses. The term "pass-through interest holder" generally refers to
individuals, entities taxed as individuals and certain pass-through entities,
but does not include real estate investment trusts. REM C Residual
Certificateholders that are pass-through interest holders should consult their
own tax advisors about the inpact of these rules on an investnent in the REMC
Resi dual Certificates.

Excess Inclusions. A portion of the income on a REM C Resi dual
Certificate (referred to in the Code as an "excess inclusion") for any cal endar
quarter will be subject to federal income tax in all events. Thus, for exanple,
an excess inclusion (i) may not, except as described bel ow, be offset by any
unrel ated | osses, deductions or |oss carryovers of a REM C Resi dual
Certificateholder; (ii) will be treated as "unrel ated busi ness taxabl e i ncome"
within the nmeaning of Code Section 512 if the REM C Residual Certificatehol der
is subject to tax only on its unrel ated busi ness taxabl e i ncone (see
"--Tax- Exenpt Investors" below); and (iii) is not eligible for any reduction in
the rate of withholding tax in the case of a REM C Residual Certificatehol der
that is a foreign investor. See "--Non-U S. Persons" bel ow. An
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exception to the excess inclusion rules that applied to thrifts holding certain
resi dual s was repeal ed by the Snall Business Tax Act of 1996.

Except as discussed in the follow ng paragraph, with respect to any REMC
Resi dual Certificatehol der, the excess inclusions for any cal endar quarter is
the excess, if any, of (i) the income of such REM C Residual Certificatehol der
for that cal endar quarter fromits REM C Residual Certificate over (ii) the sum
of the "daily accruals" (as defined below) for all days during the cal endar
quarter on which the REM C Residual Certificatehol der holds such REM C Resi dua
Certificate. For this purpose, the daily accruals with respect to a REMC
Resi dual Certificate are determned by allocating to each day in the cal endar
quarter its ratable portion of the product of the "adjusted issue price" (as
defined below) of the REM C Residual Certificate at the beginning of the
cal endar quarter and 120 percent of the "Federal long-termrate" in effect at
the time the REM C Residual Certificate is issued. For this purpose, the
"adj usted issue price" of a REMC Residual Certificate at the beginning of any
cal endar quarter equals the issue price of the REM C Residual Certificate
i ncreased by the anpunt of daily accruals for all prior quarters, and decreased
(but not bel ow zero) by the aggregate anmount of paynments nade on the REM C
Resi dual Certificate before the beginning of such quarter. The "federa
long-termrate" is an average of current yields on Treasury securities with a
remai ning termof greater than nine years, conputed and published nmonthly by the
I RS.

In the case of any REM C Residual Certificates held by a real estate
investnent trust, the aggregate excess inclusions with respect to such REM C
Resi dual Certificates, reduced (but not bel ow zero) by the real estate
i nvestment trust taxable income (w thin the neaning of Code Section 857(b)(2),
excluding any net capital gain), will be allocated anobng the sharehol ders of
such trust in proportion to the dividends received by such sharehol ders from
such trust, and any anpunt so allocated will be treated as an excess inclusion
with respect to a REM C Residual Certificate as if held directly by such
shar ehol der. Regul ated investnent conpani es, common trust funds and certain
Cooperatives are subject to simlar rules.

Fees Paid to Transferee of a REM C Residual Certificate. The federa
i ncome tax consequences of any consideration paid to a transferee on a transfer
of a REM C Residual Certificate are unclear. Recently proposed regul ati ons woul d
require a transferee of a nonecononmic residual interest to recognize any fee
received to induce such transferee to becone a hol der of such interest over a
period reasonably related to the period during which the applicable REMC is
expected to generate taxable income or net loss in a manner that reasonably
reflects the after-tax costs and benefits (without regard to such fee) of
hol di ng such interest. The proposed regul ati ons provide two safe harbor nethods
that woul d satisfy this requirement. Under one nethod, the fee is recognized in
accordance with the nmethod of accounting, and over the same period, that the
taxpayer uses for financial reporting purposes, provided that the fee is
included in incone for financial reporting purposes over a period that is not
shorter than the period during which the applicable REMC is expected to
generate taxable income. Under a second nethod, the fee is recognized ratably
over the anticipated weighted average |life of the applicable REMC (as
determ ned under applicable Treasury regul ati ons) remining as of the date of
acqui sition of the noneconom c residual interest. The |IRS may provi de additiona
safe harbor methods in future guidance. Once a taxpayer adopts a particul ar
nmet hod of accounting for such fees, the taxpayer generally may not change to a
different method without consent of the |IRS. Under the proposed regulations, if
any portion of such a fee has not been recognized in full by the time the hol der
of a noneconom c residual interest disposes of such interest, then the hol der
nmust include the unrecognized portion in incone at that tine. The proposed
regul ations al so provide that such a fee shall be treated as incone from sources
within the United States. The regul ati ons are proposed to beconme effective for
taxabl e years ending on or after the date the regulations are adopted as fina
regulations. It is not known whether the proposed regul ations will becone
adopted as final regulations or, if they are adopted as final regul ations,
whet her they will be adopted in their current form Any transferee receiving
consideration with respect to a REM C Residual Certificate should consult its
tax advisors.

Paynents. Any distribution nade on a REM C Residual Certificate to a
REM C Residual Certificateholder will be treated as a non-taxable return of
capital to the extent it does not exceed the
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REM C Residual Certificateholder's adjusted basis in such REM C Resi dual
Certificate. To the extent a distribution exceeds such adjusted basis, it wll
be treated as gain fromthe sale of the REM C Residual Certificate.

Sal e or Exchange of REM C Residual Certificates. |f a REM C Residua
Certificate is sold or exchanged, the seller will generally recognize gain or
l oss equal to the difference between the amount realized on the sale or exchange
and its adjusted basis in the REM C Residual Certificate (except that the
recognition of loss may be limted under the "wash sale" rul es described bel ow).
A hol der's adjusted basis in a REM C Residual Certificate generally equals the
cost of such REM C Residual Certificate to such REM C Resi dua
Certificatehol der, increased by the taxable income of the REM C that was
included in the income of such REM C Residual Certificateholder with respect to
such REM C Residual Certificate, and decreased (but not bel ow zero) by the net
| osses that have been allowed as deductions to such REM C Resi dua
Certificateholder with respect to such REM C Residual Certificate and by the
distributions received thereon by such REM C Residual Certificateholder. In
general, any such gain or loss wll be capital gain or |oss provided the REMC
Residual Certificate is held as a capital asset. However, REM C Resi dua
Certificates will be "evidences of indebtedness" within the neani ng of Code
Section 582(c)(1), so that gain or |oss recognized fromsale of a REM C Resi dua
Certificate by a bank or thrift institution to which such section applies would
be ordinary incone or |oss.

Except as provided in Treasury regulations yet to be issued, if the seller
of a REM C Residual Certificate reacquires such REM C Residual Certificate, or
acquires any other REM C Residual Certificate, any residual interest in another
REM C or sinmilar interest in a "taxable nortgage pool" (as defined in Code
Section 7701(i)) during the period begi nning six nonths before, and endi ng six
nonths after, the date of such sale, such sale will be subject to the "wash
sale" rules of Code Section 1091. In that event, any loss realized by the REMC
Resi dual Certificateholder on the sale will not be deductible, but, instead
wi Il increase such REM C Residual Certificateholder's adjusted basis in the
new y acquired asset.

3. Prohi bited Transactions Tax and O her Taxes

The Code inposes a tax on REM Cs equal to 100% of the net inconme derived
from "prohibited transactions" (the "Prohibited Transactions Tax"). In general,
subject to certain specified exceptions, a prohibited transaction neans the
di sposition of a Mdrtgage Asset, the receipt of income froma source other than
a Mortgage Asset or certain other permtted i nvestnents, the receipt of
conpensation for services, or gain fromthe disposition of an asset purchased
with the paynents on the Mdrtgage Assets for tenporary investnment pending
distribution on the Certificates. It is not anticipated that the Trust Fund for
any series of Certificates will engage in any prohibited transactions in which
it would recognize a material anopunt of net incone.

In addition, certain contributions to a Trust Fund as to which an el ection
has been nade to treat such Trust Fund as a REM C nade after the day on which
such Trust Fund issues all of its interests could result in the inposition of a
tax on the Trust Fund equal to 100% of the value of the contributed property
(the "Contributions Tax"). No Trust Fund for any series of Certificates wll
accept contributions that would subject it to such tax.

In addition, a Trust Fund as to which an election has been made to treat
such Trust Fund as a REM C may al so be subject to federal inconme tax at the
hi ghest corporate rate on "net inconme fromforecl osure property," determ ned by
reference to the rules applicable to real estate investnent trusts. "Net incone
fromforecl osure property"” generally nmeans income fromforecl osure property
other than qualifying income for a real estate investment trust.

Where any Prohibited Transactions Tax, Contributions Tax, tax on net
income fromforeclosure property or state or local income or franchise tax that
may be inposed on a REMC relating to any series of Certificates arises out of
or results from (i) a breach of the related Master Servicer's, Trustee's or
Asset Seller's obligations, as the case may be, under the rel ated Agreenent for
such series, such tax will be borne by such Master Servicer, Trustee or Asset
Seller, as the case may be, out of its own funds or
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(ii) the Asset Seller's obligation to repurchase a Mortgage Loan, such tax will
be borne by the Asset Seller. In the event that such Master Servicer, Trustee or
Asset Seller, as the case may be, fails to pay or is not required to pay any
such tax as provided above, such tax will be payable out of the Trust Fund for
such series and will result in a reduction in anmounts available to be
distributed to the Certificatehol ders of such series.

4. Li qui dation and Term nation

If the REM C adopts a plan of conplete liquidation, wthin the neaning of
Code Section 860F(a)(4)(A)(i), which may be acconplished by designating in the
REM C s final tax return a date on which such adoption is deened to occur, and
sells all of its assets (other than cash) within a 90-day period begi nning on
such date, the REM C will not be subject to any Prohibited Transaction Tax,
provided that the REM C credits or distributes in liquidation all of the sale
proceeds plus its cash (other than the anmounts retained to neet clains) to
hol ders of Regular and REM C Residual Certificates within the 90-day peri od.

The REM C will term nate shortly following the retirenent of the REMC
Regul ar Certificates. |If a REM C Residual Certificatehol der's adjusted basis in
the REM C Residual Certificate exceeds the anpunt of cash distributed to such
REM C Residual Certificateholder in final liquidation of its interest, then it
woul d appear that the REM C Residual Certificateholder would be entitled to a
| oss equal to the anpunt of such excess. It is unclear whether such a loss, if
allowed, will be a capital loss or an ordinary | oss.

5. Admi nistrative Matters

Solely for the purpose of the adm nistrative provisions of the Code, the
REM C generally will be treated as a partnership and the REM C Resi dual
Certificateholders will be treated as the partners. Certain information will be
furni shed quarterly to each REM C Resi dual Certificatehol der who held a REM C
Residual Certificate on any day in the previous cal endar quarter.

Each REM C Resi dual Certificateholder is required to treat itens onits
return consistently with their treatnent on the REMC s return, unless the REMC
Resi dual Certificateholder either files a statement identifying the
i nconsi stency or establishes that the inconsistency resulted fromincorrect
information received fromthe REMC. The |IRS nay assert a deficiency resulting
froma failure to conply with the consistency requirenent without instituting an
adm ni strative proceeding at the REMC |l evel. The REM C does not intend to
register as a tax shelter pursuant to Code Section 6111 because it is not
anticipated that the REMC will have a net loss for any of the first five
taxabl e years of its existence. Any person that holds a REM C Resi dual
Certificate as a nomnee for another person may be required to furnish the
REM C, in a manner to be provided in Treasury regulations, with the nane and
address of such person and ot her information.

6. Tax- Exenpt | nvestors

Any REM C Residual Certificateholder that is a pension fund or other
entity that is subject to federal income taxation only on its "unrel ated
busi ness taxabl e income" wi thin the neaning of Code Section 512 will be subject
to such tax on that portion of the distributions received on a REM C Resi dual
Certificate that is considered an excess inclusion. See "--Taxation of Omners of
REM C Resi dual Certificates--Excess |nclusions" above.

7. Resi dual Certificate Paynents--Non-U.S. Persons

Amounts paid to REM C Residual Certificateholders who are not U. S. Persons
are treated as interest for purposes of the 30% (or |lower treaty rate) United
States w thhol ding tax. Ampunts distributed to hol ders of REM C Resi dual
Certificates should qualify as "portfolio interest," subject to the conditions
described in "--Taxation of Owers of REM C Regular Certificates--Non U.S.
Persons" above, but only to the extent that the underlying nortgage |oans were
originated after July 18, 1984. Furthernore, the rate of w thholding on any
incone on a REM C Residual Certificate that is excess inclusion income wll not
be subject to reduction under any applicable tax treaties or the "portfolio
interest" exenption. See
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"--Taxation of Owmers of REM C Residual Certificates--Excess Inclusions" above
If the portfolio interest exenption is unavail able, such ambunt will be subject
to United States w thhol ding tax when paid or otherw se distributed (or when the
REM C Residual Certificate is disposed of) under rules sinmlar to those for

wi t hhol di ng upon di sposition of debt instrunents that have O D. The Code,
however, grants the Treasury Departnent authority to issue regulations requiring
that those anmounts be taken into account earlier than otherw se provi ded where
necessary to prevent avoidance of tax (for exanple, where the REM C Resi dua
Certificates do not have significant value). See "--Taxation of Owmers of REMC
Resi dual Certificates--Excess Inclusions" above. If the anpbunts paid to REMC
Resi dual Certificateholders that are not U S. Persons are effectively connected
with their conduct of a trade or business within the United States, the 30% (or
lower treaty rate) withholding will not apply. Instead, the amounts paid to such
non-U.S. Person wll be subject to U.S. federal incone taxation at regular
graduated rates. For special restrictions on the transfer of REM C Residua
Certificates, see "--Tax-Related Restrictions on Transfers of REM C Resi dua
Certificates" bel ow

REM C Regul ar Certificatehol ders and persons related to such hol ders
shoul d not acquire any REM C Residual Certificates, and REM C Resi dua
Certificatehol ders and persons related to REM C Residual Certificatehol ders
shoul d not acquire any REM C Regul ar Certificates, w thout consulting their tax
advi sors as to the possible adverse tax consequences of such acquisition.

TAX- RELATED RESTRI CTI ONS ON TRANSFERS CF REM C RESI DUAL CERTI FI CATES

Di squalified Organizations. An entity may not qualify as a REM C unl ess
there are reasonabl e arrangenents designed to ensure that residual interests in
such entity are not held by "disqualified organizations" (as defined bel ow).
Further, a tax is inposed on the transfer of a residual interest in a REMCto a
"disqualified organi zation." The anmount of the tax equals the product of (i) an
amount (as determ ned under the REM C Regul ati ons) equal to the present val ue of
the total anticipated "excess inclusions" with respect to such interest for
periods after the transfer and (ii) the highest narginal federal incone tax rate
applicable to corporations. The tax is inposed on the transferor unless the
transfer is through an agent (including a broker or other mddl eman) for a
di squalified organi zation, in which event the tax is inposed on the agent. The
person otherwi se liable for the tax shall be relieved of liability for the tax
if the transferee furnished to such person an affidavit that the transferee is
not a disqualified organization and, at the tinme of the transfer, such person
does not have actual know edge that the affidavit is false. A "disqualified
organi zation" nmeans (A) the United States, any State, possession or politica
subdi vi sion thereof, any foreign government, any international organization or
any agency or instrunmentality of any of the foregoing (provided that such term
does not include an instrunmentality if all its activities are subject to tax
and, except for Freddie Mac, a mpjority of its board of directors is not
sel ected by any such governnental agency), (B) any organi zation (other than
certain farmers' Cooperatives) generally exenpt fromfederal incone taxes unless
such organi zation is subject to the tax on "unrel ated busi ness taxable inconme"
and (C) a rural electric or tel ephone Cooperative

A tax is inmposed on a "pass-through entity" (as defined below) holding a
residual interest ina REMCif at any tinme during the taxable year of the
pass-through entity a disqualified organization is the record hol der of an
interest in such entity. The anmount of the tax is equal to the product of (A)
the ampunt of excess inclusions for the taxable year allocable to the interest
hel d by the disqualified organization and (B) the highest marginal federa
income tax rate applicable to corporations. The pass-through entity otherw se
liable for the tax, for any period during which the disqualified organization is
the record holder of an interest in such entity, will be relieved of liability
for the tax if such record holder furnishes to such entity an affidavit that
such record holder is not a disqualified organization and, for such period, the
pass-through entity does not have actual know edge that the affidavit is fal se
For this purpose, a "pass-through entity" means (i) a regul ated investnent
conpany, real estate investment trust or common trust fund, (ii) a partnership,
trust or estate and (iii) certain Cooperatives. Except as may be provided in
Treasury regul ati ons not yet issued, any person holding an interest in a
pass-through entity as a nomnee for another will, with respect to such
interest, be treated as a pass-through entity. The tax on pass-through entities
is generally effective for periods after March 31, 1988, except that in the case
of
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regul ated i nvestment conpanies, real estate investnent trusts, common trust
funds and publicly-traded partnerships the tax shall apply only to taxable years
of such entities beginning after Decenmber 31, 1988. Under the Taxpayer Reli ef
Act of 1997, large partnerships (generally with 250 or nore partners) will be
taxabl e on excess inclusion inconme as if all partners were disqualified

organi zati ons.

In order to conply with these rules, the Agreenent will provide that no
record or beneficial ownership interest in a REM C Residual Certificate may be
purchased, transferred or sold, directly or indirectly, unless the Mster
Servicer receives the following: (i) an affidavit fromthe proposed transferee
to the effect that it is not a disqualified organization and is not acquiring
the REM C Residual Certificate as a nomi nee or agent for a disqualified
organi zation and (ii) a covenant by the proposed transferee to the effect that
the proposed transferee agrees to be bound by and to abide by the transfer
restrictions applicable to the REM C Residual Certificate.

Noneconomi ¢ REM C Resi dual Certificates. The REM C Regul ati ons di sregard,
for federal income tax purposes, any transfer of a Nonecononic REM C Resi dual
Certificate unless no significant purpose of the transfer is to inpede the
assessnment or collection of tax. If a transfer of a Noneconom ¢ REM C Resi dual
Certificate is disregarded, the transferor would continue to be treated as the
owner of the REM C Residual Certificate and would continue to be subject to tax
on its allocable portion of the net income of the REMC. A Noneconom c REM C
Resi dual Certificate is any REM C Residual Certificate (including a REMC
Residual Certificate with a positive value at issuance) unless, at the tinme of
transfer, taking into account the Prepaynment Assunption and any required or
permitted clean up calls or required |liquidation provided for in the REMC s
organi zational docunments, (i) the present value of the expected future
distributions on the REM C Residual Certificate at |east equals the product of
the present value of the anticipated excess inclusions and the highest corporate
inconme tax rate in effect for the year in which the transfer occurs and (ii) the
transferor reasonably expects that the transferee will receive distributions
fromthe REM C at or after the tine at which taxes accrue on the antici pated
excess inclusions in an ambunt sufficient to satisfy the accrued taxes. A
significant purpose to inpede the assessnment or collection of tax exists if the
transferor, at the tine of the transfer, either knew or should have known t hat
the transferee would be unwilling or unable to pay taxes due on its share of the
taxabl e i ncome of the REM C.

The Treasury Department recently adopted final regulations setting forth
the requirements of a safe harbor under which a transfer of a noneconomc REM C
Residual Certificate is presumed to be a valid transfer that will be respected
for federal income tax purposes. To be respected under the safe harbor:

- the transferor nust performa reasonable investigation of the financial
status of the transferee and determine that the transferee has historically paid
its debts when they becone due and find no significant evidence to indicate that
the transferee will not continue to pay its debts as they cone due (the
"reasonabl e i nvestigation requirenment");

- the transferor nust obtain a representation fromthe transferee to the
effect that the transferee understands that as the holder of the REM C Residual
Certificate the transferee may incur tax liabilities in excess of the cash flow
fromthe REM C Residual Certificate and that the transferee intends to pay taxes
associated with holding the Residual Certificate as they becone due;

- the transferee nust represent that it will not cause inconme fromthe
REM C Residual Certificate to be attributable to a foreign pernmanent
establ i shment or fixed base (within the nmeaning of an applicable inconme tax
treaty) of the transferee or another U S. taxpayer (together with the
representation described in the preceding bullet point, the "transferee
representation requirenent"); and

the transfer nust satisfy either the "asset test" or the "fornmula test".

A transfer satisfies the "asset test" if the follow ng three conditions
are satisfied:

for financial reporting purposes, the transferee's gross assets exceed
$100 nillion and its net assets exceed $10 million at the time of the transfer
and at the close of both of the transferee's two preceding
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fiscal years, excluding certain related party obligations and certain assets
held with a principal purpose of satisfying this requirenent;

the transferee is a donestic C corporation (other than a tax-exenpt
corporation, regulated investnment conpany, real estate investnment trust, REMC
or Cooperative) that will not hold the REM C Residual Certificate through a
forei gn permanent establishnent (an "Eligible C Corporation") and agrees in
witing that any subsequent transfer of the REM C Residual Certificate will be
to an Eligible C Corporation and will satisfy the asset test and the other
requi rements for the subsequent transfer to satisfy the safe harbor; and

a reasonabl e person woul d not conclude, based on the facts and
circunst ances known to the transferor (including any paynent nade to the
transferee), that the taxes associated with the REM C Residual Certificate will
not be paid.

A transfer satisfies the "formula test" if the transfer is not a direct or
indirect transfer of the REM C Residual Certificate to a foreign pernmanent
establ i shnent or fixed based (within the nmeaning of an applicable income tax
treaty) of a domestic transferee, and if the present value of the anticipated
tax liabilities associated with hol ding the nonecononmi ¢ REM C Resi dua
Certificate does not exceed the sum of

the present value of any consideration given to the transferee to acquire
the interest;

the present value of the expected future distributions on the interest;
and

the present value of the anticipated tax savings associated with hol ding
the interest as the REM C generates | osses.

For purposes of the conputations under the fornula test, the transferee
generally is assuned to pay tax at the highest rate of tax specified in Code
Section 11(b)(1). However, if the transferee has been subject to the alternative
m ni num tax under Code Section 55 in the preceding two years and will conpute
its taxable income in the current year using the alternative mninumtax rate
then the tax rate specified in Code Section 55(b)(1)(B) may be used in lieu of
the highest rate specified in Code Section 11(b)(1). Further, present val ues
generally are conputed using a discount rate equal to the federal short-term
rate prescribed by Code Section 1274(d) for the nonth of the transfer and the
conmpoundi ng period used by the transferee. In sonme situations, satisfaction of
the fornula test would require the transferor of a noneconom ¢ REM C Resi dua
Certificate to pay nore consideration to the transferee than woul d ot herw se be
the case.

Al transfers of REM C Residual Certificates will be subject to certain
restrictions that are intended to reduce the possibility of any such transfer
bei ng di sregarded. Such restrictions will include requirenents that (i) the
transferor represent to the Master Servicer or the Trustee that it has conducted
an investigation of the transferee and made the findings needed to satisfy the
reasonabl e investigation requirenent, (ii) the proposed transferee provides to
the Master Servicer or the Trustee the representations needed to satisfy the
transferee representation requirement and (iii) the proposed transferee agrees
that it will not transfer the REM C Residual Certificate to any person unless
that person agrees to conply with the sane restrictions on future transfers.
Prior to purchasing a REM C Resi dual Certificate, prospective purchasers should
consider the possibility that a purported transfer of such REM C Residua
Certificate by such a purchaser to another purchaser at some future date may be
di sregarded in accordance with the foregoing rules, which would result in the
retention of tax liability by such purchaser.

Foreign Investors. The REM C Regul ations provide that the transfer of a
REM C Residual Certificate that has a "tax avoidance potential" to a "foreign
person” will be disregarded for federal income tax purposes. This rule appears
to apply to a transferee who is not a U S. Person unless such transferee's
income in respect of the REM C Residual Certificate is effectively connected
with the conduct of a United Sates trade or business. A REM C Residua
Certificate is deemed to have a tax avoi dance potential unless, at the tinme of
transfer, the transferor reasonably expect that the REMC will distribute to the
transferee amounts that will equal at |east 30 percent of each excess inclusion
and that such anmpunts
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will be distributed at or after the time the excess inclusion accrues and not
|ater than the end of the cal endar year followi ng the year of accrual. If the
non-U.S. Person transfers the REM C Residual Certificate to a U S. Person, the
transfer will be disregarded, and the foreign transferor will continue to be
treated as the owner, if the transfer has the effect of allow ng the transferor
to avoid tax on accrued excess inclusions. The provisions in the REMC

Regul ations regarding transfers of REM C Residual Certificates that have tax
avoi dance potential to foreign persons are effective for all transfers after
June 30, 1992. The Agreenment will provide that no record or beneficial ownership
interest in a REMC Residual Certificate may be transferred, directly or
indirectly, to a non-U S. Person unless such person provides the Trustee with a
duly conpleted | RS Form W 8ECI

Any attenpted transfer or pledge in violation of the transfer restrictions
shal | be absolutely null and void and shall vest no rights in any purported
transferee. Investors in REM C Residual Certificates are advised to consult
their own tax advisors with respect to transfers of the REM C Resi dua
Certificates and, in addition, pass-through entities are advised to consult
their own tax advisors with respect to any tax which nmay be inposed on a
pass-through entity.

TAX CHARACTERI ZATI ON OF A TRUST FUND AS A PARTNERSHI P

Dechert LLP or Thacher Proffitt & Whod, special counsel to the Depositor,
will deliver its opinion that a Trust Fund for which a partnership election is
made will not be an association (or publicly traded partnership) taxable as a
corporation for federal income tax purposes. This opinion will be based on the
assunption that the terns of the Trust Agreement and rel ated docunments will be
conplied with, and on counsel's conclusions that (1) the nature of the incone of
the Trust Fund will exenpt it fromthe rule that certain publicly traded
partnerships are taxable as corporations or (2) the issuance of the Certificates
has been structured as a private placenent under an |IRS safe harbor, so that the
Trust Fund will not be characterized as a publicly traded partnership taxable as
a corporation.

If the Trust Fund were taxable as a corporation for federal incone tax
pur poses, the Trust Fund woul d be subject to corporate inconme tax on its taxable
income. The Trust Fund's taxable incone would include all its inconme, possibly
reduced by its interest expense on the Notes. Any such corporate incone tax
could materially reduce cash available to nake paynents on the Notes and
distributions on the Certificates, and Certificatehol ders could be liable for
any such tax that is unpaid by the Trust Fund

1. Tax Consequences to Hol ders of the Notes

Treatment of the Notes as |ndebtedness. The Trust Fund will agree, and
the Noteholders will agree by their purchase of Notes, to treat the Notes as
debt for federal inconme tax purposes. Special counsel to the Depositor wll,
except as otherw se provided in the related Prospectus Suppl ement, advise the
Depositor that the Notes will be classified as debt for federal incone tax
pur poses. The di scussion bel ow assunes this characterization of the Notes is
correct.

O D, etc. The discussion bel ow assunes that all paynments on the Notes are
denominated in U S. dollars. Mreover, the discussion assunmes that the interest
formula for the Notes neets the requirenments for "qualified stated interest”
under the O D regulations, and that any O D on the Notes (i.e., any excess of
the principal anbunt of the Notes over their issue price) does not exceed a de
mnims amunt (i.e., 1/4%of their principal ambunt nmultiplied by the nunber of
full years included in their term, all within the meaning of the QD
regul ations. If these conditions are not satisfied with respect to any given
series of Notes, additional tax considerations with respect to such Notes will
be disclosed in the related Prospectus Suppl ement.

Interest Incone on the Notes. Based on the above assunptions, except as
di scussed in the follow ng paragraph, the Notes will not be considered issued
with OD. The stated interest thereon will be taxable to a Notehol der as
ordinary interest income when received or accrued in accordance with such
Not ehol der' s nethod of tax accounting. Under the O D regul ations, a holder of a
Note issued with a de minims anpunt of O D nust include such QD in income, on
a pro rata basis, as principal paynments are made on the Note. It is believed
that any prepayment premiumpaid as a result of a mandatory
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redenption will be taxable as contingent interest when it becones fixed and
uncondi tional |y payable. A purchaser who buys a Note for nore or less than its
princi pal ambunt will generally be subject, respectively, to the prem um
anortization or market discount rules of the Code

A hol der of a Note that has a fixed maturity date of not nore than one
year fromthe issue date of such Note (a "Short-Term Note") nmay be subject to
special rules. An accrual basis holder of a Short-Term Note (and certain cash
net hod hol ders, including regul ated i nvestnent conpanies, as set forth in Code
Section 1281) generally would be required to report interest inconme as interest
accrues on a straight-line basis over the termof each interest period. O her
cash basis holders of a Short-Term Note would, in general, be required to report
interest inconme as interest is paid (or, if earlier, upon the taxable
di sposition of the Short-Term Note). However, a cash basis holder of a
Short-Term Note reporting interest income as it is paid may be required to defer
a portion of any interest expense otherw se deductible on indebtedness incurred
to purchase or carry the Short-Term Note until the taxable disposition of the
Short-Term Note. A cash basis taxpayer may el ect under Code Section 1281 to
accrue interest inconme on all nongovernment debt obligations with a termof one
year or less, in which case the taxpayer would include interest on the
Short-Term Note in income as it accrues, but would not be subject to the
interest expense deferral rule referred to in the preceding sentence. Certain
special rules apply if a Short-Term Note is purchased for nore or less than its
princi pal anmount.

Sale or O her Disposition. If a Noteholder sells a Note, the holder will
recogni ze gain or loss in an anpunt equal to the difference between the anpunt
realized on the sale and the holder's adjusted tax basis in the Note

The adjusted tax basis of a Note to a particular Noteholder will equal the
hol der's cost for the Note, increased by any market discount, acquisition
di scount, O D and gain previously included by such Noteholder in incone with
respect to the Note and decreased by the anpunt of bond prem um (if any)
previously anortized and by the amount of principal paynents previously received
by such Notehol der with respect to such Note. Any such gain or loss will be
capital gain or loss if the Note was held as a capital asset, except for gain
representing accrued interest and accrued market discount not previously
included in inconme. Capital |osses generally nmay be used only to offset capita
gai ns.

Such gain or |loss generally will be long-termcapital gain or loss if the
Note were held for nore than one year. Long-term capital gains of non-corporate
taxpayers are subject to reduced maxi mumrates while short-term capital gains
are taxable at ordinary rates. The use of capital |osses is subject to
limtations. Prospective investors should consult their own tax advisors
concerning the treatnment of capital gains.

Foreign Holders. Interest paynents nade (or accrued) to a Notehol der who
is a nonresident alien, foreign corporation or other non-United States person (a
"foreign person") generally will be considered "portfolio interest", and
generally will not be subject to United States federal inconme tax and
withholding tax, if the interest is not effectively connected with the conduct
of a trade or business within the United States by the foreign person and the
foreign person (i) is not actually or constructively a "10 percent sharehol der”
of the Trust or the Depositor (including a holder of 10% of the outstanding
Certificates) or a "controlled foreign corporation” with respect to which the
Trust Fund or the Asset Seller is a "related person” wthin the neaning of the
Code and (ii) provides the Oaner Trustee or other person who is otherw se
required to withhold U.S. tax with respect to the Notes with an appropriate
statement (on Form WB8BEN or a simlar form, signed under penalties of perjury,
certifying that the beneficial owner of the Note is a foreign person and
providing the foreign person's name and address. |If a Note is held through a
securities clearing organization or certain other financial institutions, the
organi zation or institution may provide the relevant signed statenment to the
wi t hhol di ng agent; in that case, however, the signed statenent nust be
acconpani ed by a Form WB8BEN or substitute form provided by the foreign person
that owns the Note. If such interest is not portfolio interest, then it will be
subject to United States federal income and withholding tax at a rate of 30
percent, unless reduced or elimnated pursuant to an applicable tax treaty.
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Any capital gain realized on the sale, redenption, retirement or other
taxabl e disposition of a Note by a foreign person will be exenpt from United
States federal inconme and withholding tax, provided that (i) such gain is not
effectively connected with the conduct of a trade or business in the United
States by the foreign person and (ii) in the case of an individual foreign
person, the foreign person is not present in the United States for 183 days or
nore in the taxable year.

Backup Wt hhol ding. Each hol der of a Note (other than an exenpt hol der
such as a corporation, tax-exenpt organization, qualified pension and
profit-sharing trust, individual retirement account or nonresident alien who
provides certification as to status as a nonresident) will be required to
provide, under penalties of perjury, a certificate containing the holder's nane,
address, correct federal taxpayer identification nunber and a statenent that the
hol der is not subject to backup withhol ding. Should a nonexenpt Notehol der fai
to provide the required certification, the Trust Fund will be required to
wi thhold a portion of the ambunt otherw se payable to the holder, and remt the
wi thhel d anpbunt to the IRS as a credit against the holder's federal incone tax
liability. The backup withholding rate is currently 28% This rate is schedul ed
to adjust for tax years after 2010

Possible Alternative Treatnents of the Notes. |If, contrary to the opinion
of special counsel to the Depositor, the IRS successfully asserted that one or
nore of the Notes did not represent debt for federal incone tax purposes, the
Notes mi ght be treated as equity interests in the Trust Fund. If so treated, the
Trust Fund would likely be treated as a publicly traded partnership that woul d
not be taxable as a corporation because it would neet certain qualifying incone
tests. Nonetheless, treatment of the Notes as equity interests in such a
publicly traded partnership could have adverse tax consequences to certain
hol ders. For exanple, incone to certain tax-exenpt entities (including pension
funds) woul d be "unrel ated busi ness taxable incone", income to foreign hol ders
generally would be subject to U.S. tax and U.S. tax return filing and
wi t hhol di ng requirenents, and individual holders mght be subject to certain
limtations on their ability to deduct their share of the Trust Fund's expenses.

2. Tax Consequences to Hol ders of the Certificates

Treatment of the Trust Fund as a Partnership. The Depositor will agree
and the Certificateholders will agree by their purchase of Certificates, to
treat the Trust Fund as a partnership for purposes of federal and state incone
tax, franchise tax and any other tax neasured in whole or in part by incone,
with the assets of the partnership being the assets held by the Trust Fund, the
partners of the partnership being the Certificatehol ders, and the Notes being
debt of the partnership. However, the proper characterization of the arrangenent
involving the Trust Fund, the Certificates, the Notes, the Trust Fund and the
Master Servicer is not clear because there is no authority on transactions
closely conparable to that contenpl ated herein

A variety of alternative characterizations are possible. For exanple,
because the Certificates have certain features characteristic of debt, the
Certificates mght be considered debt of the Trust Fund. Any such
characterization would not result in materially adverse tax consequences to
Certificatehol ders as conpared to the consequences fromtreatnent of the
Certificates as equity in a partnership, described below. The follow ng
di scussi on assunes that the Certificates represent equity interests in a
partnership.

I ndexed Securities, etc. The follow ng discussion assunmes that al
paynents on the Certificates are denomnated in U S. dollars, none of the
Certificates are Indexed Securities or Strip Certificates, and that a series of
Securities includes a single class of Certificates. If these conditions are not
satisfied with respect to any given series of Certificates, additional tax
considerations with respect to such Certificates will be disclosed in the
rel ated Prospectus Suppl enent.

Partnership Taxation. As a partnership, the Trust Fund will not be
subject to federal income tax. Rather, each Certificateholder will be required
to separately take into account such holder's allocated share of inconme, gains,
| osses, deductions and credits of the Trust Fund. The Trust Fund's income will
consist primarily of interest and finance charges earned on the Mrtgage Loans
(including appropriate adjustnments for market discount, O D and bond prem umn
and any gain upon collection or disposition of Mrtgage
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Loans. The Trust Fund's deductions will consist primarily of interest accruing
with respect to the Notes, servicing and other fees, and | osses or deductions
upon col l ection or disposition of Mrtgage Loans

The tax itens of a partnership are allocable to the partners in accordance
with the Code, Treasury regul ations and the partnership agreenent (here, the
Trust Agreenent and rel ated documents). The Trust Agreement will provide, in
general, that the Certificateholders will be allocated taxable income of the
Trust Fund for each nmonth equal to the sumof (i) the interest that accrues on
the Certificates in accordance with their ternms for such nmonth, including
interest accruing at the Pass-Through Rate for such nonth and interest on
amounts previously due on the Certificates but not yet distributed; (ii) any
Trust Fund incone attributable to discount on the Mrtgage Loans that
corresponds to any excess of the principal ampunt of the Certificates over their
initial issue price; (iii) prepaynent prem uns payable to the Certificatehol ders
for such nonth; and (iv) any other ampbunts of inconme payable to the
Certificatehol ders for such month. Such allocation will be reduced by any
anortization by the Trust Fund of prem um on Mrtgage Loans that corresponds to
any excess of the issue price of Certificates over their principal anount. A
remai ni ng taxabl e incone of the Trust Fund will be allocated to the Conpany
Based on the economic arrangenent of the parties, this approach for allocating
Trust Fund incone should be perm ssible under applicable treasury regul ations,
al t hough no assurance can be given that the |RS would not require a greater
anount of income to be allocated to Certificateholders. Mreover, even under the
foregoi ng method of allocation, Certificateholders may be allocated i ncone equa
to the entire Pass-Through Rate plus the other itens descri bed above even though
the Trust Fund mi ght not have sufficient cash to make current cash distributions
of such anount. Thus, cash basis holders will in effect be required to report
income fromthe Certificates on the accrual basis and Certificatehol ders may
beconme |iable for taxes on Trust Fund inconme even if they have not received cash
fromthe Trust Fund to pay such taxes. In addition, because tax allocations and
tax reporting will be done on a uniformbasis for all Certificatehol ders but
Certificatehol ders may be purchasing Certificates at different tinmes and at
different prices Certificateholders nmay be required to report on their tax
returns taxable income that is greater or less than the anpunt reported to them
by the Trust Fund

Al of the taxable inconme allocated to a Certificateholder that is a
pension, profit sharing or enployee benefit plan or other tax-exenpt entity
(including an individual retirement account) will constitute "unrel ated business
taxabl e i ncome" generally taxable to such a holder under the Code

An individual taxpayer's share of expenses of the Trust Fund (including
fees to the Master Servicer but not interest expense) woul d be m scell aneous
item zed deductions. Such deductions m ght be disallowed to the individual in
whol e or in part and might result in such hol der being taxed on an anmpbunt of
inconme that exceeds the anpunt of cash actually distributed to such hol der over
the life of the Trust Fund

The Trust Fund intends to nake all tax calculations relating to i nconme and
allocations to Certificatehol ders on an aggregate basis. If the IRS were to
require that such cal cul ati ons be made separately for each Mdrtgage Loan, the
Trust Fund might be required to incur additional expense but it is believed that
there woul d not be a material adverse effect on Certificatehol ders

Di scount and Premum It is believed that the Loans were not issued with
A D, and, therefore, the Trust should not have O D incone. However, the purchase
price paid by the Trust Fund for the Mdrtgage Loans may be greater or |ess than
the remaining principal balance of the Loans at the tinme of purchase. If so, the
Loan will have been acquired at a prem umor discount, as the case nmay be. (As
i ndi cat ed above, the Trust Fund will neke this calculation on an aggregate
basis, but mght be required to reconpute it on a Mdirtgage Loan by Mrtgage Loan
basis.)

If the Trust Fund acquires the Mrtgage Loans at a nmarket discount or
premium the Trust Fund will elect to include any such discount in inconme
currently as it accrues over the life of the Mortgage Loans or to offset any
such prem um agai nst interest incone on the Mirtgage Loans. As indicated above
a portion of such market discount inconme or prem um deduction may be all ocated
to Certificatehol ders.
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Section 708 Termination. Under Code Section 708, the Trust Fund will be
deened to termnate for federal incone tax purposes if 50% or nore of the
capital and profits interests in the Trust Fund are sold or exchanged within a
12-month period. Pursuant to formal Treasury regul ations issued May 8, 1997
under Code Section 708, if such a termnation occurs, the Trust Fund (the "old
partnershi p") would be deened to contribute its assets to a new partnership (the
"new partnership") in exchange for interests in the new partnership. Such
interests woul d be deened distributed to the partners of the old partnership in
|'i quidation thereof, which would not constitute a sale or exchange

Di sposition of Certificates. GCenerally, capital gain or loss will be
recogni zed on a sale of Certificates in an anpunt equal to the difference
between the anmpbunt realized and the seller's tax basis in the Certificates sold.
A Certificateholder's tax basis in a Certificate will generally equal the
hol der's cost increased by the holder's share of Trust Fund incone (includible
in income) and decreased by any distributions received with respect to such
Certificate. In addition, both the tax basis in the Certificates and the anopunt
realized on a sale of a Certificate would include the holder's share of the
Not es and other liabilities of the Trust Fund. A holder acquiring Certificates
at different prices may be required to maintain a single aggregate adjusted tax
basis in such Certificates, and, upon sale or other disposition of some of the
Certificates, allocate a portion of such aggregate tax basis to the Certificates
sold (rather than nmmintaining a separate tax basis in each Certificate for
pur poses of conputing gain or loss on a sale of that Certificate).

Any gain on the sale of a Certificate attributable to the holder's share
of unrecogni zed accrued market discount on the Mrtgage Loans woul d generally be
treated as ordinary income to the holder and would give rise to special tax
reporting requirenents. The Trust Fund does not expect to have any other assets
that would give rise to such special reporting requirenments. Thus, to avoid
those special reporting requirenments, the Trust Fund will elect to include
mar ket discount in income as it accrues.

If a Certificateholder is required to recognize an aggregate anount of
i ncone (not including incone attributable to disallowed item zed deductions
descri bed above) over the life of the Certificates that exceeds the aggregate
cash distributions with respect thereto, such excess will generally give rise to
a capital loss upon the retirenent of the Certificates.

Al'l ocations Between Transferors and Transferees. |n general, the Trust
Fund's taxable incone and | osses will be determined nonthly and the tax itens
for a particular calendar month will be apportioned anong the Certificatehol ders
in proportion to the principal anpbunt of Certificates owned by them as of the
close of the last day of such nonth. As a result, a hol der purchasing
Certificates may be allocated tax itenms (which will affect its tax liability and
tax basis) attributable to periods before the actual transaction

The use of such a nmonthly convention may not be permitted by existing
regulations. If a nonthly convention is not allowed (or only applies to
transfers of less than all of the partner's interest), taxable incone or |osses
of the Trust Fund might be reallocated anpong the Certificatehol ders. The Trust
Fund's method of allocation between transferors and transferees nay be revised
to conformto a nmethod permitted by future regul ati ons.

Section 754 Election. |In the event that a Certificateholder sells its
Certificates at a profit (loss), the purchasing Certificateholder will have a
hi gher (lower) basis in the Certificates than the selling Certificatehol der had
The tax basis of the Trust Fund's assets will not be adjusted to reflect that
hi gher (or lower) basis unless the Trust Fund were to file an el ection under
Code Section 754. In order to avoid the admnistrative conplexities that woul d
be involved in keeping accurate accounting records, as well as potentially
onerous information reporting requirenments, the Trust Fund will not make such
election. As a result, Certificateholders mght be allocated a greater or |esser
amount of Trust Fund income than woul d be appropriate based on their own
purchase price for Certificates.

Admi nistrative Matters. The Trustee is required to keep or have kept
conpl ete and accurate books of the Trust Fund. Such books will be maintained for
financial reporting and tax purposes on an accrual basis and the fiscal year of
the Trust will be the cal endar year. The Trustee will file a partnership
information return (I RS Form 1065) with the IRS for each taxable year of the
Trust Fund and will report
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each Certificateholder's allocable share of items of Trust Fund incone and
expense to holders and the | RS on Schedule K-1. The Trust Fund will provide the
Schedul e K-1 information to nomnees that fail to provide the Trust Fund with
the informati on statenent described bel ow and such nonminees will be required to
forward such information to the beneficial owners of the Certificates.

General ly, holders nmust file tax returns that are consistent with the
information return filed by the Trust Fund or be subject to penalties unless the
hol der notifies the IRS of all such inconsistencies.

Under Code Section 6031, any person that holds Certificates as a nom nee
at any tine during a calendar year is required to furnish the Trust Fund with a
statement containing certain informati on on the nom nee, the beneficial owners
and the Certificates so held. Such information includes (i) the nanme, address
and taxpayer identification nunber of the nomnee and (ii) as to each beneficia
owner (x) the name, address and identification nunber of such person, (y)
whet her such person is a United States person, a tax-exenpt entity or a foreign
government, an international organization, or any wholly owned agency or
instrunentality of either of the foregoing, and (z) certain information on
Certificates that were held, bought or sold on behalf of such person throughout
the year. In addition, brokers and financial institutions that hold Certificates
through a nomnee are required to furnish directly to the Trust Fund information
as to thenselves and their ownership of Certificates. A clearing agency
regi stered under Section 17A of the Exchange Act is not required to furnish any
such information statenent to the Trust Fund. The information referred to above
for any cal endar year nust be furnished to the Trust Fund on or before the
foll ow ng January 31. Nomi nees, brokers and financial institutions that fail to
provide the Trust Fund with the information described above may be subject to
penal ti es.

The Conpany wi || be designated as the tax matters partner in the related
Trust Agreenment and, as such, will be responsible for representing the
Certificateholders in any dispute with the IRS. The Code provides for
admini strative exam nation of a partnership as if the partnership were a
separate and distinct taxpayer. Cenerally, the statute of limtations for
partnership itens does not expire before three years after the date on which the
partnership information return is filed. Any adverse determ nation follow ng an
audit of the return of the Trust Fund by the appropriate taxing authorities
could result in an adjustnment of the returns of the Certificatehol ders, and
under certain circunstances, a Certificateholder may be precluded from
separately litigating a proposed adjustnent to the itens of the Trust Fund. An
adj ustment could also result in an audit of a Certificateholder's returns and
adj ustnments of itens not related to the income and | osses of the Trust Fund

Tax Consequences to Foreign Certificateholders. It is not clear whether
the Trust Fund woul d be considered to be engaged in a trade or business in the
United States for purposes of federal wi thholding taxes with respect to non-U. S.
Per sons because there is no clear authority dealing with that issue under facts
substantially simlar to those described herein. Although it is not expected
that the Trust Fund woul d be engaged in a trade or business in the United States
for such purposes, the Trust Fund will withhold as if it were so engaged in
order to protect the Trust Fund from possible adverse consequences of a failure
to withhold. The Trust Fund expects to withhold on the portion of its taxable
income that is allocable to foreign Certificatehol ders pursuant to Code Section
1446, as if such incone were effectively connected to a U S. trade or business
at a rate equal to the highest rate of tax specified in Code Section 11(b)(i) in
the case of foreign holders that are taxable as corporations and equal to the
hi ghest rate of tax specified in Code Section 1 in the case of all other foreign
hol ders. Subsequent adoption of Treasury regul ations or the issuance of other
admi ni strative pronouncenents may require the Trust Fund to change its
wi t hhol di ng procedures. In determning a holder's withhol ding status, the Trust
Fund may rely on IRS Form W8BEN, I RS Form W9 or the holder's certification of
nonforeign status signed under penalties of perjury.

Each foreign holder mght be required to file a U.S. individual or
corporate inconme tax return (including, in the case of a corporation, the branch
profits tax) on its share of the Trust Fund's inconme. Each foreign hol der nust
obtain a taxpayer identification nunber fromthe IRS and subnit that nunber to
the Trust Fund on Form WB8BEN in order to assure appropriate crediting of the
taxes withheld. A foreign holder generally would be entitled to file with the
IRS a claimfor refund with respect to taxes withheld by the Trust Fund taking
the position that no taxes were due because the Trust Fund was not
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engaged in a U S. trade or business. However, interest paynments nmade (or
accrued) to a Certificateholder who is a foreign person generally will be

consi dered guaranteed paynents to the extent such paynents are determ ned
without regard to the incone of the Trust Fund. |If these interest paynents are
properly characterized as guaranteed paynents, then the interest wll not be
considered "portfolio interest." As a result, Certificateholders will be subject
to United States federal inconme tax and withholding tax at a rate of 30 percent,
unl ess reduced or elimnated pursuant to an applicable treaty. In such case, a
foreign holder would only be enticed to claima refund for that portion of the
taxes in excess of the taxes that should be withheld with respect to the

guar ant eed paynents.

Backup Wthholding. Distributions made on the Certificates and proceeds
fromthe sale of the Certificates will be subject to backup w thholding tax if,
in general, the Certificateholder fails to conply with certain identification
procedures, unless the holder is an exenpt recipient under applicable provisions
of the Code.

New W't hhol di ng Regul ations. On January 1, 2001 the New Regul ations
becane effective (subject to certain transition rules) which make certain
nodi fications to the withhol di ng, backup withhol ding and i nformation reporting
rul es descri bed above. The New Regul ations attenpt to unify certification
requirenents and nodify reliance standards. Prospective investors are urged to
consult their own tax advisors regarding the New Regul ati ons.

TAX TREATMENT OF CERTI FI CATES AS DEBT FOR TAX PURPOSES
1. Characterization of the Certificates as |ndebtedness

If the related Prospectus Supplenent indicates that the Certificates will
be treated as indebtedness for federal incone tax purposes, then based on the
application of existing lawto the facts as set forth in the Trust Agreenent and
ot her relevant docunments and assumi ng conpliance with the terns of the Trust
Agreenment as in effect on the date of issuance of the Certificates, Dechert LLP
or Thacher Proffitt & Wod, special tax counsel to the Depositor ("Tax
Counsel "), will deliver its opinion that the Certificates will be treated as
debt instruments for federal income tax purposes as of such date.

The Depositor and the Certificateholders will express in the related Trust
Agreenment their intent that, for applicable tax purposes, the Certificates will
be indebt edness secured by the related Assets. The Depositor and the
Certificatehol ders, by accepting the Certificates, and each Certificate Omner by
its acquisition of a beneficial interest in a Certificate, have agreed to treat
the Certificates as indebtedness for U S. federal inconme tax purposes. However,
because different criteria are used to determ ne the non-tax accounting
characterization of the transaction, the Depositor may treat this transaction as
a sale of an interest in the related Assets for financial accounting and certain
regul atory purposes.

In general, whether for U S. federal inconme tax purposes a transaction
constitutes a sale of property or a loan, the repaynment of which is secured by
property, is a question of fact, the resolution of which is based upon the
econom ¢ substance of the transaction rather than its formor the manner in
which it is |abeled. Wiile the IRS and the courts have set forth several factors
to be take into account in determ ning whether the substance of a transaction is
a sale of property or a secured loan, the primary factor in making this
determnation is whether the transferee has assumed the risk of |oss or other
econom ¢ burdens relating to the property and has obtai ned the benefits of
owner shi p thereof. Tax Counsel will analyze and rely on several factors in
reaching its opinion that the weight of the benefits and burdens of ownership of
the Mortgage Loans will be retained by the Depositor and not transferred to the
Certificate Onmners.

In sone instances, courts have held that a taxpayer is bound by the
particular formit has chosen for a transaction, even if the substance of the
transacti on does not accord with its form Tax Counsel wll advise that the
rati onal e of those cases will not apply to this transaction, because the form of
the transaction as reflected in the operative provisions of the docunents either
accords with the characterization of the Certificates as debt or otherw se makes
the rational e of those cases inapplicable to this situation.
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2. Taxation of Interest Incone of Certificate Oaers

Assuming that the Certificate Omers are hol ders of debt obligations for
U S. federal tax purposes, the Certificates generally will be taxable in the
follow ng manner. While it is not anticipated that the Certificates will be
i ssued at a greater than de minims discount, under the O D Regulations it is
possible that the Certificates could neverthel ess be deened to have been issued
with ODif the interest were not treated as "unconditionally payabl e" under the
O D Regulations. |f such regulations were to apply, all of the taxable inconme to
be recognized with respect to the Certificates would be includible in incone of
Certificate owners as O D, but would not be includible again when the interest
is actually received

3. Possi bl e O assification of the Trust Fund as a Partnership or
Associ ation Taxabl e as a Corporation

Based on application of existing laws to the facts as set forth in the
Trust Agreenent and other rel evant docunments and assuming conpliance with the
terms of the Trust Agreement, Tax Counsel will deliver its opinion that the
transaction will not be treated as a partnership or an association taxable as a
corporation. The opinion of Tax Counsel is not binding on the courts or the IRS
It is possible that the IRS could assert that, for purposes of the Code, the
transaction contenplated by this Prospectus Supplenent with respect to the
Certificates constitutes a sale of the Mdortgage Loans (or an interest therein)
to the Certificate Omers and that the proper classification of the |ega
rel ati onship between the Depositor and the Certificate Owmers resulting form
this transaction is that of a partnership (including a publicly traded
partnership treated as a corporation), or an association taxable as a
corporation. Since Tax Counsel will advise that the Certificates will be treated
as 1 ndebtedness in the hands of the Certificateholders for U S federal incone

tax purposes and that the entity constituted by the Trust will not be a publicly
traded partnership treated as a corporation or an association taxable as a
corporation, the Depositor will not attenpt to conply with U S. federal incone

tax reporting requirenents applicable to partnerships or corporations as such
requirenents would apply if the Certificates were treated as indebtedness.

If it were determined that this transaction created an entity classified
as a corporation (including a publicly traded partnership taxable as a
corporation), the Trust Fund woul d be subject to U S. federal incone tax at
corporate income tax rates on the incone it derives formthe Mrtgage Loans,
whi ch woul d reduce the ampbunts available for distribution to the Certificate
Omners. Cash distributions to the Certificate Omers generally would be treated
as dividends for tax purposes to the extent of such corporation's earnings and
profits.

If the transaction were treated as creating a partnership between the
Certificate Owmers and the Transferor, the partnership itself would not be
subject to U S. federal income tax (unless it were to be characterized as a
publicly traded partnership taxable as a corporation); rather, the Depositor and
each Certificate Omer would be taxed individually on their respective
distributive shares of the partnership's incone, gain, |oss, deductions and
credits. The anmount and timng of itenms of incone and deductions of the
Certificate Omer could differ if the Certificates were held to constitute
partnership interests rather than indebtedness

4. Possi bl e C assification as a Taxabl e Mortgage Poo

In relevant part, Code Section 7701(i) provides that any entity (or
portion of an entity) that is a "taxable nortgage pool" will be classified as a
taxabl e corporation and will not be permtted to file a consolidated U. S
federal income tax return with another corporation. Any entity (or portion of
any entity) will be a taxable nortgage pool if (i) substantially all of its
assets consi st of debt instrunents, nore than 50% of which are real estate
nortgages, (ii) the entity is the obligor under debt obligations with two or
nore nmaturities, and (iii) under the terns of the entity's debt obligations (or
an underlying arrangenent), paynents on such debt obligations bear a
relationship to the debt instrunents held by the entity.

In the case of a Trust Fund containing Mrtgage Assets, assuming that al
of the provisions of the Trust Agreenent, as in effect on the date of issuance
will be conplied with, Tax Counsel will deliver its
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opi nion that the arrangenent created by the Agreenent will not be a taxable
nort gage pool under Code Section 7701(i) because only one class of indebtedness
secured by the Mrtgage Loans will be issued.

The opinion of Tax Counsel is not binding on the IRS or the courts. If the
IRS were to contend successfully (or future regul ations were to provide) that
the arrangenment created by the Trust Agreenent is a taxable nortgage pool, such
arrangenent woul d be subject to U.S. federal corporate incone tax on its taxable
i ncone generated by ownership of the Mdrtgage Loans. Such a tax m ght reduce
amounts available for distributions to Certificate Oamers. The ampunt of such a
tax woul d depend upon whether distributions to Certificate Oaers woul d be
deductible as interest expense in conputing the taxable income of such an
arrangenent as a taxable nortgage pool

5. Foreign Investors

In general, subject to certain exception, interest (including QD) paid on
a Certificate to a nonresident alien individual, foreign corporation or other
non-United States person is not subject to U S. federal income tax, provided
that such interest is not effectively connected with a trade or business of the
recipient in the United sates and the Certificate Oaner provides the required
foreign person infornation certification

If the interest of the Certificate Owers were deened to be partnership
interest, the partnership would be required, on a quarterly basis, to pay
wi t hhol ding tax equal to the product, for each foreign partner, of such foreign
partner's distributive share of "effectively connected" inconme of the
partnership multiplied by the highest rate of tax applicable to that foreign
partner. In addition, such foreign partner woul d be subject to branch profits
tax. Each non-foreign partner would be required to certify to the partnership
that it is not a foreign person. The tax withheld fromeach foreign partner
woul d be credited agai nst such foreign partner's U.S. incone tax liability.

If the Trust were taxable as a corporation, distributions to foreign
persons, to the extent treated as dividends, would generally be subject to
wi t hhol ding at the rate of 30% unless such rate were reduced by an applicable
tax treaty.

6. Backup W't hhol di ng

Certain Certificate Omers may be subject to backup w thholding with
respect to interest paid on the Certificates if the Certificate Oaners, upon
i ssuance of the Certificates, fail to supply the Trustee or the Certificate
Omers' brokers with their respective taxpayer identification nunbers, furnish
an incorrect taxpayer identification nunber, fail to report interest, dividends
or other "reportable paynents" (as defined in the Code) properly, or, under
certain circunstances, fail to provide the Trustee of the Certificate Omners
brokers with certified statements, under penalty of perjury, that they are not
subj ect to backup w t hhol di ng. The backup withholding rate is currently 28%
This rate is scheduled to adjust for tax years after 2010

The Trustee will be required to report annually to the IRS, and to each
Certificatehol der of record, the ambunt of interest paid (and O D accrued, if
any) on the Certificates (and the ambunt of interest withheld for U S federa
income taxes, if any) for each cal endar year, except as to exenpt hol ders
(generally, holders that are corporations, certain tax-exenpt organizations or
nonresi dent aliens who provide certification as to their status as
nonresidents). As long as the only "Certificateholder" of record is Cede, as
nom nee for DIC, Certificate Omers and the RS will receive tax and other
information including the anbunt of interest paid on the Certificates owned from
Participants and Indirect Participants rather than fromthe Trustee. (The
Trustee, however, will respond to requests for necessary information to enable
Participants, Indirect Participants and certain other persons to conplete their
reports.) Each non-exenpt Certificate Owmer will be required to provide, under
penalty of perjury, a certificate on IRS Form W9 containing his or her nane,
address, correct federal taxpayer identification nunber and a statenment that he
or she is not to subject to backup withhol ding. Should a non-exempt Certificate
Omner fail to provide the required certification, the Participants or |ndirect
Participants (or the Paying Agent) will be required to backup withhold from
interest (and principal) otherw se payable to the holder, and remt the w thheld
amount to the IRS as a credit against the holder's federal income tax liability.
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7. New W t hhol di ng Regul ati ons

On January 1, 2001, the New Regul ati ons becane effective (subject to
certain transition rul es) which make certain nodifications to the wthhol ding,
backup w t hhol ding and infornmation reporting rules described above. The New
Regul ations attenpt to unify certification requirenents and nodify reliance
standards. Prospective investors are urged to consult their own tax advisors
regardi ng the New Regul ati ons.

FASI T SECURI Tl ES

General. The FASIT provisions of the Code were enacted by the Small
Busi ness Job Protection Act of 1996 and create a new el ective statutory vehicle
for the issuance of nortgage-backed and asset-backed securities. Definitive
gui dance cannot be provided with respect to many aspects of the tax treatnent of
FASI T Securityhol ders. Investors also should note that the FASIT di scussions
contained herein constitutes only a summary of the federal income tax
consequences to holders of FASIT Securities. Wth respect to each series of
FASI T Securities, the related Prospectus Supplement will provide a detailed
di scussion regarding the federal income tax consequences associated with the
particul ar transaction.

FASIT Securities will be classified as either FASIT regul ar securities
("FASI T Regul ar Securities"), which generally will be treated as debt for
federal income tax purposes, or FASIT ownership securities ("FASIT Oamership
Securities"), which generally are not treated as debt for such purposes, but
rather as representing rights and responsibilities with respect to the taxable
income or loss of the related series. The Prospectus Supplenent for each series
of Securities will indicate whether one or nore FASIT elections will be made for
that series and which Securities of such series will be designated as FASIT
Regul ar Securities, and which, if any, will be designated as FASIT Oanership
Securities.

Qualification as a FASIT. The Trust Fund underlying a series (or one or
nore designated pools of assets held in the Trust Fund) will qualify under the
Code as a FASIT in which the FASIT Regul ar Securities and the FASI T Omnership
Securities will constitute the "regular interests" and the "ownership
interests," respectively, if (i) a FASIT election is in effect, (ii) certain
tests concerning (A) the conposition of the FASIT's assets and (B) the nature of
the Securityholders' interest in the FASIT are net on a continuing basis, and
(iii) the Trust Fund is not a regul ated i nvestnent conpany as defined in Code
Section 851(a).

Asset Conposition. |In order for a Trust Fund (or one or nore designated
pool s of assets held by a Trust Fund) to be eligible for FASIT status,
substantially all of the assets of the Trust Fund (or the designated pool) mnust
consist of "permtted assets" as of the close of the third nonth beginning after
the closing date and at all times thereafter (the "FASIT Qualification Test").
Perm tted assets include:

(i) cash or cash equival ents,

(i) debt instruments with fixed ternms that would qualify as REMC
regular interests if issued by a REM C (generally, instrunents
that provide for interest at a fixed rate, a qualifying variable
rate, or a qualifying interest-only ("10") type rate),

(iii) forecl osure property,

(iv) certain hedging instruments (generally, interest and currency rate
swaps and credit enhancenent contracts) that are reasonably
required to guarantee or hedge against the FASIT' s risks
associated with being the obligor on FASIT interests,

(v) contract rights to acquire assets described in clause (ii) or
clause (iv) above,

(vi) FASIT regul ar interests, and

(vii) REM C regul ar interests. Permtted assets do not include any debt
instrunents issued by the holder of the FASIT's ownership interest
or by any person related to such hol der.
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Interests in a FASIT. In addition to the foregoing asset qualification
requirenents, the interests in a FASIT al so nust neet certain requirenents. A
of the interests in a FASIT nust belong to either of the following: (i) one or
nore classes of regular interests or (ii) a single class of ownership interest
that is held by a fully taxable donestic corporation

A FASIT interest generally qualifies as a regular interest if:

(i) it is designated as a regul ar interest,

(ii) it has a stated maturity no greater than thirty years,

(iii) it entitles its holder to a specified principal anmount

(iv) the issue price of the interest does not exceed 125% of its stated

princi pal anount,

(v) the yield to maturity of the interest is less than the applicable
Treasury rate published by the IRS plus 5% and

(vi) if it pays interest, such interest is payable at either

(a) fixed rate with respect to the principal ambunt of the regul ar
interest or

(b) a permssible variable rate with respect to such principa
anount .

Perm ssible variable rates for FASIT regular interests are the sane as those for
REM C regul ar interest (i.e., certain qualified floating rates and wei ghted
average rates). See "Material Federal |ncone Tax Consequences--REM Cs-- Taxation
of Omers of REM C Regular Certificates--Variable Rate REM C Regul ati on
Certificate."

If a FASIT Regul ar Security fails to neet one or nore of the requirenents
set out in clauses (iii), (iv) or (v), but otherw se neets the above
requirements, it may still qualify as a type of regular interest known as a
"High-Yield Interest.” In addition, if a FASIT Regular Security fails to neet
the requirements of clause (vi), but the interest payable on the Security
consists of a specified portion of the interest paynments on permtted assets and
that portion does not vary over the life of the FASIT Regul ar Security, the
FASI T Regul ar Security also will qualify as a High-Yield Interest. A H gh-Yield
Interest may be held only by donestic corporations that are fully subject to
corporate inconme tax ("Eligible Corporations"), other FASITs and dealers in
securities who acquire such interests as inventory, rather than for investnent.
In addition, holders of High-Yield Interests are subject to limtations on
of fset of income derived fromsuch interest. See "Material Federal |ncone Tax
Consequences--FASI T Securities--Tax Treatnment of FASIT Regul ar
Securities--Treatnent of High-Yield Interests.”

Consequences of Disqualification. |f a series of FASIT Securities fails
to conply with one or nore of the Code's ongoing requirenments for FASIT status
during any taxable year, the Code provides that FASIT status may be |ost for
that year and thereafter. If FASIT status is lost, the treatnment of the fornmer
FASIT and the interests therein for federal income tax purposes is uncertain
The fornmer FASIT mght be treated as a grantor trust, as a separate association
taxed as a corporation, or as a partnership. The FASIT Regul ar Securities could
be treated as debt instruments for federal income tax purposes or as equity
interests. Under proposed regul ations under the FASIT provisions of the Code, if
a FASIT fails to continue to qualify as a FASIT, (i) its subsequent
characterization for federal income tax purposes will be determ ned under
general federal income tax principles, (ii) the holders of the FASIT Oanership
Securities will be treated as exchanging the assets of the FASIT for an anpunt
equal to their value and will be subject to tax on all gain realized, on an
asset - by-asset basis, on such exchange, (iii) the holders of the FASIT Oanership
Securities must recogni ze cancel |l ation of indebtedness income to the extent that
the adjusted issue price of the FASIT Regul ar Securities imedi ately before the
term nati on exceeds the fair market value of those interests imediately before
the termnation, (iv) any continuing interest of the holders of the FASIT
Omnership Securities in the Trust Fund followi ng cessation will be characterized
under general federal income tax principles and (v) holders of FASIT Regul ar
Securities will be treated as exchanging their FASIT Regul ar Securities for
interests in the underlying econom ¢ arrangenent and will recognize gain on such
exchange if their interest in the underlying econom ¢ arrangenent is not
classified
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as debt or is treated as debt that differs materially in kind or extent from
their FASIT Regul ar Securities. There can be no assurance regardi ng whether the
proposed regulations will be finalized and the specific provisions that may be
included in the regul ati ons when they are finalized.

Tax Treatment of FASIT Regul ar Securities. Paynments received by hol ders
of FASIT Regul ar Securities generally should be accorded the same tax treatnent
under the Code as paynments received on other taxable corporate debt instrunents
and on REM C Regul ar Securities. As in the case of holders of REM C Regul ar
Securities, holders of FASIT Regular Securities nust report inconme from such
Securities under an accrual nethod of accounting, even if they otherw se woul d
have used the cash receipts and di sbursenents nethod. Except in the case of
FASI T Regul ar Securities issued with original issue discount or acquired with
mar ket di scount or premium interest paid or accrued on a FASIT Regul ar Security
generally will be treated as ordinary income to the Securityhol der and a
princi pal paynment on such Security will be treated as a return of capital to the
extent that the Securityholder's basis is allocable to that payment. FASIT
Regul ar Securities issued with original issue discount or acquired with market
di scount or premiumgenerally will treat interest and principal paynents on such
Securities in the same manner described for REM C Regul ar Securities. See
"Material Federal |ncome Tax Consequences--REM Cs--Taxation of Owmers of REMC
Regul ar Certificates" "--Original |ssue Discount and Prem uni and "-- Market
Di scount" and "--Prem unf above. High-Yield Securities nmay be held only by fully
taxabl e domestic corporations, other FASITs, and certain securities dealers
Hol ders of High-Yield Securities are subject to linmtations on their ability to
use current |osses or net operating loss carryforwards or carrybacks to offset
any inconme derived fromthose Securities.

If a FASIT Regular Security is sold or exchanged, the Securityhol der
generally will recognize gain or |oss upon the sale in the manner described
above for REM C Regul ar Securities. See "Material Federal |ncone Tax
Consequences- - REM Cs- - Taxati on of Omners of REM C Regular Certificates--Sale
Exchange or Redenption." In addition, if a FASIT Regul ar Security becones wholly
or partially worthless as a result of default and delinquencies of the
underlying Assets, the holder of such FASIT Regul ar Security should be all owed
to deduct the |l oss sustained (or alternatively be able to report a | esser anpunt
of incone). See "Material Federal |ncome Tax Consequences--REM Cs--Taxation of
Omers of REM C Regul ar Certificates", "--Effects of Default and Delinquencies"
and "--Treatment of Realized Losses."

FASI T Regul ar Securities held by a REIT will qualify as "real estate
assets" within the nmeaning of Code Section 856(c)(4)(A), and interest on such
Securities will be considered interest described in Code Section 856(c)(3)(B) to
the same extent that REM C Securities would be so considered. FASIT Regul ar
Securities held by a thrift institution taxed as a "donestic building and | oan
association" will represent qualifying assets for purposes of the qualification
requirenments set forth in Code Section 7701(a)(19) to the same extent that REMC
Securities would be so considered. See "Material Federal |nconme Tax
Consequences--REM Cs." In addition, FASIT Regular Securities held by a financia
institution to which Code Section 585 applies will be treated as evi dences of
i ndebt edness for purposes of Code Section 582(c)(1l). FASIT Securities will not
qualify as "CGovernment Securities" for either REIT or RIC qualification
pur poses.

Treatnment of High-Yield Interests. Hgh-Yield Interests are subject to
special rules regarding the eligibility of holders of such interests, and the
ability of such holders to offset income derived fromtheir FASIT Regul ar
Security with losses. High-Yield Interests may be held only by Eligible
Corporations, other FASITs and dealers in securities who acquire such interests
as inventory. |If a securities dealer (other than an Eligible Corporation)
initially acquires a Hgh-Yield Interest as inventory, but later begins to hold
it for investnent, the dealer will be subject to an excise tax equal to the
incone fromthe High-Yield Interest nultiplied by the highest corporate incone
tax rate. In addition, transfers of High-Yield Interests to disqualified holders
wi Il be disregarded for federal income tax purposes, and the transferor stil
will be treated as the holder of the High-Yield Interest

The hol der of a High-Yield Interest may not use non-FASIT current |osses
or net operating |loss carryforwards or carrybacks to offset any incone derived
fromthe Hgh-Yield Interest, for either regular
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Federal incone tax purposes or for alternative mninmmtax purposes. In
addition, the FASIT provisions contain an anti-abuse rule that inposes corporate
i ncone tax on incone derived froma FASIT Regul ar Security that is held by a
pass-through entity (other than another FASIT) that issues debt or equity
securities backed by the FASIT Regul ar Security and that have the sane features
as High-Yield Interests

Tax Treatnent of FASIT Omership Securities. A FASIT Owmership Security
represents the residual equity interest in a FASIT. As such, the holder of a
FASI T Omership Security determines its taxable inconme by taking into account
all assets, liabilities and itens of income, gain, deduction, loss and credit of
the FASIT. In general, the character of the inconme to the holder of a FASIT
Omnership Interest will be the same as the character of such inconme of the
FASI T, except that any tax-exenpt interest incone taken into account by the
hol der of a FASIT Omnership Interest is treated as ordinary incone. In
determ ning that taxable incone, the holder of a FASIT Ownership Security mnust
determ ne the anpunt of interest, original issue discount, market discount and
prem umrecogni zed with respect to the FASIT's assets and the FASIT Regul ar
Securities issued by the FASIT according to a constant yield nethodol ogy and
under an accrual nmethod of accounting. In addition, holders of FASIT Oanership
Securities are subject to the same limtations on their ability to use |losses to
of fset income fromtheir FASIT Omership Securities as are the hol ders of
Hi gh-Yield Interests. See "Material Federal |ncone Tax Consequences--FASIT
Securities--Treatment of High-Yield Interests.”

Rules simlar to the wash sale rules applicable to REM C Resi dua
Securities also apply to FASIT Omership Securities. Accordingly, |osses on
di spositions of a FASIT Omership Security generally will be disallowed where
within six nonths before or after the disposition, the seller of such FASIT
Omner ship Security acquires any other FASI T Omnership Security or, in the case
of a FASIT hol ding nortgage assets, any interest in a Taxable Mrtgage Pool that
is economcally conparable to a FASIT Oawership Security. In addition, if any
security that is sold or contributed to a FASIT by the holder of the related
FASI T Omership Security was required to be narked-to-market under Code Section
475 by such hol der, then Code Section 475 will continue to apply to such
securities, except that the ampbunt realized under the mark-to-market rules wll
be a greater of the security's value under present |aw or the security's val ue
after applying special valuation rules contained in the FASIT provisions. Those
speci al valuation rules generally require that the value of debt instruments
that are not traded on an established securities market be determ ned by
cal culating the present value of the reasonably expected paynents under the
instrunent using a discount rate of 120% of the applicable Federal rate
conpounded sem annual ly. The hol der of a FASIT Oanership Security will be
subject to a tax equal to 100% of the net income derived by the FASIT from any
"prohibited transactions."” Prohibited transactions include (i) the receipt of
income derived fromassets that are not permitted assets, (ii) certain
di spositions of permtted assets, (iii) the receipt of any incone derived from
any loan originated by a FASIT, and (iv) in certain cases, the receipt of inconme
representing a servicing fee or other conpensation. Any series for which a FASIT
election is made generally will be structured in order to avoid application of
the prohibited transaction tax.

Backup W thhol di ng, Reporting and Tax Administration. Holders of FASIT
Securities will be subject to backup wi thholding to the same extent hol ders of
REM C Securities would be subject. See "Material Federal |nconme Tax
Consequences- - REM Cs- - Taxati on of Omners of REM C Regul ar
Certificates--Informati on Reporting and Backup Wthhol ding." For purposes of
reporting and tax adm nistration, holders of record of FASIT Securities
generally will be treated in the same manner as holders of REM C Securities.

TAXATI ON OF CLASSES OF RECOMBI NABLE SECURI Tl ES
GENERAL
The arrangenment pursuant to which the reconbi nable securities of a series
are created, sold and admnistered (an "RS Pool") will be classified as a
grantor trust under subpart E, part | of subchapter J of the Code. The interests
in the classes of securities that have been exchanged for reconbi nable
securities
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will be the assets of the RS Pool and the classes of reconbinable securities
represent beneficial ownership of these interests in the classes of securities.

TAX STATUS

The cl asses of reconbi nabl e securities should be considered to represent
"real estate assets" within the nmeaning of Code Section 856(c)(5)(B) and assets
described in Code Section 7701(a)(19)(C), and original issue discount and
interest accruing on classes of reconbinable securities should be considered to
represent "interest on obligations secured by nortgages on real property" wthin
t he nmeaning of Code Section 856(c)(3)(B) in each case to the extent the
securities or inconme on the securities would be qualifying if held directly
(al though the matter is not entirely clear for Strips, defined below). The
cl asses of reconbinable securities will be "qualified nortgages" under Code
Section 860G a)(3) for a REMC

TAX ACCOUNTI NG FOR RECOMVBI NABLE SECURI Tl ES

A cl ass of reconbinable securities represents beneficial ownership of an
interest in one or nore classes of securities on deposit in a reconbi nable
security trust fund, as specified in the related prospectus supplenent. If it
represents an interest in nore than one class of securities, a purchaser mnust
allocate its basis in the class of reconbinable securities among the interests
in the classes of securities in accordance with their relative fair market
values as of the time of acquisition. Sinmlarly, on the sale of such
reconbi nabl e securities, the holder nust allocate the anpunt received on the
sale anpbng the interests in the classes of securities in accordance with their
relative fair market values as of the time of sale.

The hol der of a reconbinable security nust account separately for each
interest in a class of securities (there may be only one such interest). Wuere
the interest represents a pro rata portion of a class of securities that are
REM C regul ar securities, the hol der of the reconbinable securities should
account for such interest as described under "Material Federal |ncome Tax
Consequences- - REM Cs- - Taxati on of Omners of REM C Regular Certificates" above
Where the interest represents beneficial ownership of a disproportionate part of
the principal and interest paynments on a class of securities (a "Strip"), the
hol der is treated as owning, pursuant to Code Section 1286, "stripped bonds" to
the extent of its share of principal paynments and "stripped coupons" to the
extent of its share of interest paynents on such class of securities. W intend
to treat each Strip as a single debt instrument for purposes of information
reporting. The Internal Revenue Service, however, could take a different
position. For exanple, the Internal Revenue Service could contend that a Strip
shoul d be treated as a pro rata part of the class of securities to the extent
that the Strip represents a pro rata portion thereof, and "stripped bonds" or
"stripped coupons"” with respect to the renminder. An investor should consult its
tax advisor regarding this matter.

A hol der of a reconbinable security should cal cul ate original issue
di scount with respect to each Strip and include it in ordinary inconme as it
accrues, which may be before the receipt of cash attributable to such inconme, in
accordance with a constant interest nmethod that takes into account the
conpoundi ng of interest. The hol der should determine its yield to maturity based
on its purchase price allocated to the Strip and on a schedul e of paynents
projected using a prepaynent assunption, and then make periodic adjustnments to
take into account actual prepaynent experience. Wth respect to a particular
hol der, Treasury regul ati ons do not address whether the prepaynent assunption
used to calculate original issue discount would be determined at the time of
purchase of the Strip or would be the original prepaynment assunption with
respect to the related class of securities. Further, if the related class of
securities is subject to redenption as described in the rel ated prospectus
suppl ement, Treasury regul ations do not address the extent to which such
prepaynment assunption should take into account the possibility of the retirenent
of the Strip concurrently with the redenption of such class of securities. An
i nvestor should consult its tax advisor regarding these matters. For purposes of
information reporting relating to original issue discount, the original yield to
maturity of the Strip, determ ned as of the date of issuance of the series, wll
be cal cul ated based on the original prepaynment assunption

If original issue discount accruing with respect to a Strip, conputed as
descri bed above, is negative for any period, the holder may be entitled to
of fset such ampbunt only against future positive original issue
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di scount accruing fromsuch Strip, and inconme is reported in all cases in this
manner. Al though not entirely free fromdoubt, such a holder may be entitled to
deduct a loss to the extent that its renaining basis would exceed the nmaxi mum
amount of future paynents to which the holder is entitled with respect to such
Strip, assumng no further prepaynments of the Mortgages (or, perhaps, assuning
prepaynents at a rate equal to the prepayment assunption). Although the issue is
not free fromdoubt, all or a portion of such loss may be treated as a capital
loss if the Strip is a capital asset in the hands of the hol der.

A hol der realizes gain or loss on the sale of a Strip in an anobunt equa
to the difference between the anmount realized and its adjusted basis in such
Strip. The holder's adjusted basis generally is equal to the holder's allocated
cost of the Strip, increased by inconme previously included, and reduced (but not
bel ow zero) by distributions previously received. Except as described bel ow, any
gain or loss on such sale generally is capital gain or loss if the holder has
held its interest as a capital asset and is long-termif the interest has been
held for the long-termcapital gain holding period (nore than one year). Such
gain or loss will be ordinary incone or loss (1) for a bank or thrift
institution or (2) if the securities are REMC regul ar securities to the extent
i ncome recogni zed by the holder is |less than the incone that woul d have been
recognized if the yield on such interest were 110% of the applicable federal
rate under Code Section 1274(d).

If a hol der exchanges a single class of reconbinable securities (an
"Exchanged C ass") for several classes of reconbinable securities (each, a
"Received Class") and then sells one of the Received C asses, the sale may be
subj ect the investor to the coupon stripping rules of Code Section 1286. The
hol der must allocate its basis in the Exchanged C ass between the part of such
cl ass underlying the Received C ass that was sold and the part of the Exchanged
Cl ass underlying the Received C asses that was retained, in proportion to their
relative fair market values as of the date of such sale. The holder is treated
as purchasing the interest retained for the anmbunt of basis allocated to such
interest. The hol der nust calculate original issue discount with respect to the
retained interest as described above.

Al though the matter is not free fromdoubt, a holder that acquires in one
transaction a Conbi nati on of classes of reconbi nable securities that may be
exchanged for a single class of reconbinable securities that is identical to a
class of securities that is on deposit in the related reconbi nable security
trust fund should be treated as owning the relevant class of securities.

EXCHANGES OF RECOMVBI NABLE SECURI Tl ES

An exchange of an interest in one or nore classes of reconbinable
securities for an interest in one or nore other related classes of reconbinable
securities that are part of the sane conbination, or vice versa, will not be a
taxabl e exchange. After the exchange, the holder is treated as continuing to own
the interests in the class or classes of reconbinable securities that it owned
i medi ately before the exchange.

TAX TREATMENT COF FOREI GN | NVESTORS

A foreign holder of a class of reconbinable securities is subject to
taxation in the sane manner as foreign holders of REM C regul ar securities. Such
manner of taxation is discussed under the heading "Material Federal I|ncome Tax
Consequences- - REM Cs- - Taxati on of Omers of REM C Regul ar Certificates."

BACKUP W THHOLDI NG

A hol der of a class of reconbinable securities is subject to backup
withholding rules simlar to those applicable to REM C regul ar securities. Such
manner of taxation is discussed under the heading "Material Federal I|ncome Tax
Consequences- - REM Cs- - Taxati on of Omers of REM C Regul ar Certificates.”
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REPORTI NG AND ADM NI STRATI VE MATTERS

Reports will be nade to the Internal Revenue Service and to hol ders of
record of the classes of reconbinable securities that are not excepted fromthe
reporting requirenents.

DUE TO THE COWPLEXI TY OF THE FEDERAL | NCOVE TAX RULES APPLI CABLE TO
SECURI TYHOLDERS AND THE CONSI DERABLE UNCERTAI NTY THAT EXI STS W TH RESPECT TO
MANY ASPECTS OF THOSE RULES, POTENTI AL | NVESTORS SHOULD CONSULT THEI R OMN TAX
ADVI SORS REGARDI NG THE TAX TREATMENT OF THE ACQUI SI TI ON, OANERSHI P, AND
DI SPOSI TI ON OF THE SECURI Tl ES.

STATE TAX CONSI DERATI ONS

In addition to the federal inconme tax consequences described in "Materia
Federal |ncome Tax Considerations," potential investors should consider the
state and | ocal inconme tax consequences of the acquisition, ownership, and
di sposition of the Offered Securities. State and local incone tax law may differ
substantially fromthe corresponding federal |aw, and this discussion does not
purport to describe any aspect of the incone tax |aws of any state or locality.
Therefore, potential investors should consult their own tax advisors with
respect to the various state and | ocal tax consequences of an investnent in the
O fered Securities.

ERI SA CONSI DERATI ONS
GENERAL

The Enpl oyee Retirenent |ncome Security Act of 1974, as anended ("ERI SA")
and Section 4975 of the Internal Revenue Code of 1986, as anended (the "Code"),
i npose certain restrictions on enpl oyee benefit plans, individual retirenment
accounts and annuities, Keogh plans and collective investment funds and separate
accounts in which those plans, accounts or arrangenents are invested
(collectively, "Plans"), and on persons who are parties in interest or
disqualified persons ("Parties In Interest") with respect to such Plans. Certain
enpl oyee benefit plans, such as governnental plans and church plans (if no
el ection has been nmade under Code Section 410(d)), are not subject to the
restrictions of ERI SA and Code Section 4975, and assets of such plans may be
invested in the Securities without regard to the considerations described bel ow,
subject to other applicable federal, state and local law ("Simlar Law').
However, any such governmental or church plan which is qualified under Code
Section 401(a) and exenpt fromtaxation under Code Section 501(a) is subject to
the prohibited transaction rules set forth in Code Section 503.

Investrments by Plans are subject to ERI SA's general fiduciary
requi renments, including the requirenent of investnent prudence and
diversification and the requirenent that a Plan's investnents be made in
accordance with the documents governing the Plan.

PROHI Bl TED TRANSACTI ONS
Cener al

ERI SA prohibits Parties in Interest with respect to a Plan from engagi ng
in certain transactions involving a Plan and its assets unless a statutory,
regul atory or administrative exenption applies to the transacti on. Code Section
4975 inposes certain exci se taxes and other sanctions (or, in some cases, a
civil penalty may be assessed pursuant to Section 502 of ERISA) on Parties in
I nterest which engage in non-exenpt prohibited transactions.

Pl an Asset Regul ations

The United States Departnent of Labor ("Labor") has issued regul ations (29
C.F.R Section 2510.3-101) containing rules for determ ning what constitutes the
assets of a Plan (the "Plan Asset Regul ations"). The Plan Asset Regul ations
provide that, as a general rule, the underlying assets and properties
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of corporations, partnerships, trusts and certain other entities in which a Plan
acquires an "equity interest” will be deemed for purposes of ERI SA to be assets
of the Plan unless certain exceptions apply.

Under the terns of the Plan Asset Regul ations, the Trust Fund may be
deenmed to hold plan assets by reason of a Plan's investnment in a Security; such
pl an assets would include an undivided interest in the Mrtgage Assets and any
ot her assets held by the Trust Fund. In such an event, the Asset Seller, the
Master Servicer, the Trustee, any insurer of the Assets and other persons, in
providing services with respect to the assets of the Trust Fund, may be Parties
in Interest, subject to the prohibited transacti on provisions of Section 406 of
ERI SA, Code Section 4975 or Similar Law, with respect to transactions involving
such assets unless such transactions are subject to a statutory, regulatory or
adm ni strative exenption

The Plan Asset Regul ations contain a de nminims safe-harbor rule that
exenpts an entity from being deened to hold plan assets if the aggregate equity
investnent in such entity by Plans is not significant. For this purpose, equity
investnent in the entity will be significant if imediately after any
acquisition of any equity interest in the entity, "benefit plan investors" in
the aggregate, own at |east 25% of the value of any class of equity interest.
"Benefit plan investors" are defined as Plans as well as enpl oyee benefit plans
not subject to Title | of ERISA (e.g., governnental plans). The 25%limtation
nust be net with respect to each class of certificates, regardl ess of the
portion of total equity value represented by such class, on an ongoi ng basis.

An exception applies if the interest described is treated as indebtedness
under applicable local |aw and has no substantial equity features. Cenerally, a
profits interest in a partnership, an undivided ownership interest in property
and a beneficial ownership interest in a trust are deened to be "equity
interests" under the Plan Asset Regulations. If Notes of a particular series are
deened to be indebtedness under applicable |ocal |aw w thout any substantial
equity features, an investing Plan's assets would include such Notes, but not,
by reason of such purchase, the underlying assets of the Trust Fund

Labor has issued final regul ations under Section 401(c) of ERI SA
describing a safe harbor for insurers that issued certain nonguaranteed policies
supported by their general accounts to Plans on or before Decenber 31, 1998, and
under which an insurer would not be considered an ERI SA fiduciary with respect
to its general account by virtue of a Plan's investment in such a policy. In
general, to neet the safe harbor, an insurer nust (i) disclose certain specified
information to investing Plan fiduciaries initially and on an annual basis, (ii)
allow Plans to term nate or discontinue a policy on 90 days' notice to the
insurer, and to elect, without penalty, either a |unp-sum paynent or annua
instal |l nent paynents over a ten-year period, with interest, and (iii) give Plans
witten notice of "insurer-initiated amendnents" over 60 days before the
anendment s take effect

AVAI LABI LI TY OF UNDERWRI TER S EXEMPTI ON FOR CERTI FI CATES

Labor has granted to Merrill Lynch, Pierce, Fenner & Smith Incorporated
Prohi bited Transaction Exenption ("PTE') 90-29, Exenption Application No.
D-8012, 55 Fed. Reg. 21459 (1990), as anended (the "Exenption"), which exenpts
fromthe application of certain of the prohibited transaction rules transactions
relating to: (1) the acquisition, sale and hol ding by Plans of certain
certificates representing an undivided interest in certain asset-backed
pass-through trusts, with respect to which Merrill Lynch, Pierce, Fenner & Smth
Incorporated or any of its affiliates is the sole underwiter or the nanager or
co-manager of the underwiting syndicate; and (2) the servicing, operation and
managenent of such asset-backed pass-through trusts, provided that the genera
conditions and certain other conditions set forth in the Exenption are
satisfied. Wth respect to a series of Notes, the related Prospectus Suppl enent
wi || di scuss whether the Exenption nay be applicable to such Notes

Section ||l of the Exenption sets forth the follow ng general conditions
whi ch nust be satisfied before a transaction involving the acquisition, sale and
hol ding of the Certificates or a transaction in
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connection with the servicing, operation and managenent of the Trust nmay be
eligible for exenptive relief thereunder:

The acquisition of the Certificates by a Plan is on terns (including
the price for such Certificates) that are at least as favorable to the
Plan as they would be in an arnis-length transaction with an unrel ated
party;

The rights and interests evidenced by the Certificates acquired by the
Pl an are not subordinated to the rights and interests evi denced by
other certificates of the Trust, unless the Certificates are backed by
Trust Fund assets which are residential, home equity, multi-famly or
comercial | oans which are described and defined in the Exenption as
designated transacti ons ("Designated Transactions");

The Certificates acquired by the Plan have received a rating at the
time of such acquisition that is in one of the three (or in the case
of a Designated Transaction, four) highest generic rating categories
fromany of Fitch Inc., Mwody's Investors Service, Inc. and Standard &
Poor's, a division of The MG aw Hi || Conpanies, Inc. (each, a "Rating
Agency");

The Trustee is not an affiliate of any menber of the Restricted G oup
(consisting of the Underwiter, the Asset Seller, the Master Servicer,
any insurer of the Myrtgage Assets, any borrower whose obligations
under one or nore Assets constitute nore than 5% of the aggregate
unanortized principal balance of the assets in the Trust Fund, or any
of their respective affiliates), other than the Underwiter;

The sum of all paynments made to and retained by the Underwiter in
connection with the distribution or placenent of the Certificates
represents not nore than reasonabl e conpensation for underwiting or

pl acing such Certificates; the sumof all paynents made to and
retained by the Asset Seller pursuant to the sale of the Assets to the
Trust Fund represents not nore than the fair market value of such
Assets; the sumof all paynments nmade to and retained by the Master
Servicer represent not nore than reasonabl e conpensation for the
Master Servicer's services under the Agreenent and rei nbursenment of
the Master Servicer's reasonabl e expenses in connection therew th; and

The Plan investing in the Certificates is an "accredited investor" as
defined in Rule 501(a)(1) of Regulation D of the Securities and
Exchange Conmi ssion under the Securities Act of 1933 as anended.

The Exenption was anmended by PTE 97-34 to extend exenptive relief to
Certificates issued in transactions using pre-fundi ng accounts whereby a portion
of the loans backing the Certificates are transferred to the Trust Fund within a
specified period following the closing date (the "Pre-Funding Period") instead
of requiring that all such loans be either identified or transferred on or
before the closing date. The relief is available provided that the follow ng
conditions are net:

The ratio of the anmount allocated to the pre-funding account to the
total principal amount of the certificates being offered nust not
exceed twenty-five percent (25%;

Al loans transferred after the closing date (referred to as
"additional |oans") nust nmeet the sane terns and conditions for
eligibility as the original |oans used to create the Trust Fund, which
terms and conditions have been approved by a Rating Agency;

The transfer of such additional loans to the Trust Fund during the
Pre- Fundi ng Period nust not result in the Certificates receiving a
lower credit rating froma Rating Agency upon term nation of the
Pre-Fundi ng Period than the rating that was obtained at the tinme of
the initial issuance of the Certificates by the Trust Fund

Solely as a result of the use of pre-funding, the wei ghted average
annual percentage interest rate (the "Average Interest Rate") for al
of the loans in the Trust Fund at the end of the Pre-Funding Period
nmust not be nore than 100 basis points |ower than the Average I|nterest
Rate for the | oans which were transferred to the Trust Fund on the

cl osi ng date;
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- Either (i) the characteristics of the additional |oans nust be
noni tored by an insurer or other credit support provider which is
i ndependent of the Asset Seller or (ii) an independent accountant
retained by the Asset Seller nmust provide the Asset Seller with a
letter (with copies provided to the Rating Agency, the Underwiter and
the Trustee) stating whether or not the characteristics of the
addi tional |oans conformto the characteristics described in the
of fering docunents or the agreenment. In preparing such letter, the
i ndependent accountant nust use the sane type of procedures as were
applicable to the | oans which were transferred as of the closing date

- The Pre-Funding Period nust end no |ater than three nonths or 90 days
after the closing date or earlier, in certain circunmstances, if the
amount on deposit in the pre-funding account is reduced bel ow t he
m ni num | evel specified in the agreenent or an event of default occurs
under the agreenent;

- Amounts transferred to any pre-funding account and/or capitalized
interest account used in connection with the pre-funding may be
invested only in investments which are permtted by a Rating Agency,
and (i) are direct obligations of, or obligations fully guaranteed as
to timely paynent of principal and interest by, the United States or
any agency or instrunmentality thereof (provided that such obligations
are backed by the full faith and credit of the United States) or (ii)
have been rated (or the obligor has been rated) in one of the three
hi ghest generic rating categories by a Rating Agency; and

- Certain disclosure requirenments must be met.

PTE 2000-58 further anended the Exenption to provide that one subset of
Desi gnated Transactions, residential (one-to-four famly) and hone equity | oans
and manufactured housing | oans, may be less than fully secured, provided that
(a) the rights and interests evidenced by Certificates issued in such Designated
Transactions are not subordinated to the rights and interests evidenced by
securities of the sane Trust Fund, (b) such Certificates have received a rating
froma Rating Agency at the time of such acquisition that is in one of the two
hi ghest generic rating categories, and (c) any loan included in the corpus or
assets of the Trust Fund is secured by collateral whose fair narket value on the
closing date of the Designated Transaction is at |east equal to 80% of the sum
of (i) the outstanding principal balance due under the |oan which is held by the
Trust Fund and (ii) the outstanding principal balance(s) of any other |oan(s) of
hi gher priority (whether or not held by the Trust Fund) which are secured by the
same col | ateral

PTE 2000-58 al so pernmits an interest-rate swap to be an asset of a Trust
Fund which issues Certificates acquired by Plans in an initial offering or in
the secondary market and clarifies the requirenments regarding yield suppl enent
agreenments. An interest-rate swap or, if purchased by or on behalf of the Trust
Fund, an interest-rate cap contract (collectively, a "Swap" or "Swap Agreement")
is a permtted Trust Fund asset if it (a) is an "eligible Swap," (b) is with an
"eligible counterparty,” (c) is purchased by a "qualified plan investor," (d)
neets certain additional specific conditions which depend on whether the Swap is
a "ratings dependent Swap" or a "non-ratings dependent Swap" and (e) permts the
Trust Fund to meke term nation paynments to the Swap (other than currently
schedul ed paynments) solely fromexcess spread or anmpbunts otherw se payable to
the Master Servicer or Asset Seller.

An "eligible Swap" is one which (a) is denomnated in U.S. dollars, (b)
pursuant to which the Trust Fund pays or receives, on or immediately prior to
the respective paynment or distribution date for the class of Certificates to
which the Swap relates, a fixed rate of interest or a floating rate of interest
based on a publicly available index (e.g., LIBOR or the U S. Federal Reserve's
Cost of Funds Index), with the Trust Fund receiving such paynents on at |least a
quarterly basis and obligated to nmake separate paynents no nore frequently than
the counterparty, with all sinmultaneous paynments being netted ("Allowabl e
Interest Rate"), (c) has a notional anpunt that does not exceed either: (i) the
princi pal bal ance of the class of Certificates to which the Swap rel ates; or
(ii) the portion of the principal balance of such class represented by
obligations ("Allowable Notional Amunt"), (d) is not |everaged (i.e., paynments
are based on the applicable notional ambunt, the day count fractions, the fixed
or floating rates permtted above, and
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the difference between the products thereof, calculated on a one-to-one ratio
and not on a multiplier of such difference) ("Leveraged'), (e) has a final

term nation date that is either the earlier of the date on which the Trust Fund
term nates or the related class of Certificates are fully repaid and (f) does
not incorporate any provision which could cause a unilateral alteration in the
interest rate requirenent described above or the prohibition against |everaging.

An "eligible counterparty" means a bank or other financial institution
which has a rating at the date of issuance of the Certificates, which is one of
the three highest long-termcredit rating categories or one of the two highest
short-termcredit rating categories, utilized by at |east one of the Rating
Agencies rating the Certificates; provided, that if a counterparty is relying on
its short-termrating to establish eligibility hereunder, such counterparty nust
either have a long-termrating in one of the three highest long-termrating
categories or not have a long-termrating fromthe applicable Rating Agency.

A "qualified plan investor" is a Plan where the decision to buy such class
of Certificates is made on behalf of the Plan by an independent fiduciary
qualified to understand the Swap transaction and the effect the Swap woul d have
on the rating of the Certificates, and such fiduciary either (i) is a "qualified
prof essi onal asset manager" under Prohibited Transacti on Cl ass Exenption
("PTCE") 84-14, (ii) is an "in-house asset nmanager" under PTCE 96-23 or (iii)
has total assets (both Plan and non-Pl an) under nmanagenent of at |east $100
mllion at the tine the Certificates are acquired by the Pl an.

In "rating dependent Swaps" (where the rating of a class of Certificates
i s dependent on the terns and conditions of the Swap), the Swap Agreenent nust
provide that if the credit rating of the counterparty is withdrawn or reduced by
any Rating Agency below a | evel specified by the Rating Agency, the Master
Servicer must, within the period specified under the Swap Agreenent: (a) obtain
a replacenent Swap Agreenent with an eligible counterparty which is acceptable
to the Rating Agency and the ternms of which are substantially the sane as the
current Swap Agreenent (at which time the earlier Swap Agreenent nust
term nate); or (b) cause the Swap counterparty to establish any
collateralization or other arrangenent satisfactory to the Rating Agency such
that the then current rating by the Rating Agency of the particular class of
Certificates will not be w thdrawn or reduced (and the ternms of the Swap
Agreenent must specifically obligate the counterparty to performthese duties
for any class of Certificates with a termof nobre than one year). In the event
that the Master Servicer fails to neet these obligations, Plan
certificateholders nmust be notified in the immediately foll ow ng periodic report
which is provided to certificateholders but in no event later than the end of
the second nonth beginning after the date of such failure. Sixty days after the
recei pt of such report, the relief provided under the Exenption will
prospectively cease to be applicable to any class of Certificates held by a Plan
whi ch invol ves such a ratings dependent Swap.

"Non-ratings dependent Swaps" (those where the rating of the Certificates
does not depend on the ternms and conditions of the Swap) are subject to the
follow ng conditions. If the credit rating of the counterparty is wthdrawn or
reduced bel ow the | owest |evel pernmtted above, the Master Servicer will, within
a specified period after such rating withdrawal or reduction: (a) obtain a
repl acement Swap Agreenent with an eligible counterparty, the terns of which are
substantially the same as the current Swap Agreenment (at which time the earlier
Swap Agreenent nust terminate); (b) cause the counterparty to post collateral
with the Trust Fund in an ambunt equal to all paynments owed by the counterparty
if the Swap transaction were term nated; or (c) term nate the Swap Agreenent in
accordance with its terms.

An "eligible yield suppl ement agreenent” is any yield suppl enent agreenent
or simlar arrangenment (or if purchased by or on behalf of the Trust Fund, an
interest rate cap contract) to supplenent the interest rates otherw se payable
on obligations held by the Trust Fund ("EYS Agreenent"). |f the EYS Agreenent
has a notional principal ambunt and/or is witten on an International Swaps and
Derivatives Association, Inc. form the EYS Agreement nmay only be held as an
asset of the Trust Fund with respect to Certificates purchased by Plans on or
after April 7, 1998 if it nmeets the following conditions: (a) it is denom nated
in US. dollars; (b) it pays an Allowable Interest Rate; (c) it is not
Leveraged; (d) it does not allow any of the three preceding requirenents to be
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unilaterally altered without the consent of the Trustee; (e) it is entered into
between the Trust Fund and an eligible counterparty and (f) it has an Allowabl e
Noti onal Amount.

If the general conditions of the Exenption are satisfied, the Exenption
may provide an exenption fromthe restrictions inposed by ERI SA and the Code in
connection with the initial acquisition, transfer or holding, and the
acquisition or disposition in the secondary nmarket, of Certificates by a Plan
However, no exenption is provided fromthe restrictions of ERI SA for the
acquisition or holding of a Certificate on behalf of an "Excluded Plan" by any
person who is a fiduciary with respect to the assets of such Excluded Plan. For
these purposes, an Excluded Plan is a Plan sponsored by any nenber of the
Restricted Goup. Exenptive relief may al so be provided for the acquisition
hol di ng and di sposition of Certificates by Plans if the fiduciary or its
affiliate is the obligor with respect to 5%or |less of the fair market val ue of
the loans in the Trust Fund provided that (i) the Plan is not an Excl uded Pl an
(ii) each Plan's investnment in each class of Certificates does not exceed 25% of
the outstanding Certificates in the class, (iii) after the Plan's acquisition of
the Certificates, no nore than 25% of the assets over which the fiduciary has
investnent authority are invested in Certificates of a Trust Fund containing
assets which are sold or serviced by the same entity, and (iv) in the case of
initial issuance (but not secondary market transactions), at |east 50% of each
class of Certificates and at |east 50% of the aggregate interests in the Trust
Fund are acquired by persons independent of the Restricted G oup.

In the event that Offered Certificates (other than REM C resi dua
Certificates) do not neet the requirenents of the Exenption solely because they
are subordinated Certificates or fail to meet a nminimumrating requirenment under
t he Exenption, insurance conpanies nmay be eligible to purchase Certificates
pursuant to Section |IIl of PTCE 95-60 which permts insurance conpany genera
accounts (as defined in PTCE 95-60) to purchase such Certificates if they
otherwi se neet all of the other requirements of the Exenption

Before purchasing a Certificate, a fiduciary of a Plan should itself
confirm(a) that the Certificates constitute "certificates" for purposes of the
Exenption and (b) that the specific and general conditions set forth in the
Exenption and the other requirenents set forth in the Exenption woul d be
satisfied.

Prohi bited Transaction C ass Exenption 83-1

Labor has issued an administrative exenption, PTCE 83-1, which under
certain conditions exenpts fromthe application of certain of the prohibited
transaction rules of ERI SA and the excise tax provisions of Code Section 4975
transactions involving a Plan in connection with the operation of a "nortgage
pool " and the purchase, sale and holding of Certificates which are "nortgage
pool pass-through certificates.” A "nortgage pool" is defined as a fixed
i nvest nent pool consisting solely of interest-bearing obligations secured by
first or second nortgages or deeds of trust on single-famly residential
property, property acquired in foreclosure and undistributed cash. A "nortgage
pool pass-through certificate" is defined as a Certificate which represents a
beneficial undivided interest in a nortgage pool which entitles the holder to
pass through paynents of principal and interest fromthe nortgage | oans. PTCE
83-1 requires that: (i) the Asset Seller and the Trustee maintain a system of
i nsurance or other protection for the nortgage | oans, the property securing such
nortgage | oans and for indemifying holders of Certificates against reductions
in pass-through paynents due to defaults in | oan paynents or property damage in
an anobunt at |east equal to the greater of (x) 1% of the aggregate principa
bal ance of the nortgage |oans or (y) 1% of the principal balance of the |argest
covered pool ed nortgage loans; (ii) the Trustee may not be an affiliate of the
Asset Seller; and (iii) the payments made to, and retained by, the Asset Seller
in connection with the Trust Fund, together with all funds inuring to its
benefit for admnistering the Trust Fund, represent no nore than "adequate
consideration" for selling the nortgage |oans, plus reasonable conpensation for
services provided to the Trust Fund. In addition, PTCE 83-1 exenpts the initial
sale of Certificates to a Plan with respect to which the Asset Seller, the
insurer, the Master Servicer or other servicer or the Trustee is a Party In
Interest if the Plan does not pay nore than fair market value for such
Certificates and the rights and interests evidenced by such Certificates are not
subordinated to the rights and interests evidenced by other Certificates of the
sane pool
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PTCE 83-1 al so exenpts fromthe prohibited transaction rules any
transactions in connection with the servicing and operation of the nortgage
pool, provided that any paynents nmade to the Master Servicer in connection with
the servicing of the Trust Fund are made in accordance with a binding agreenent,
copi es of which nust be nade available to prospective Plan investors. In the
case of any Plan with respect to which the Asset Seller, the Master Servicer,
the insurer or the Trustee is a fiduciary, PTCE 83-1 will only apply if, in
addition to the other requirenents: (i) the initial sale, exchange or transfer
of Certificates is expressly approved by an independent fiduciary who has
authority to manage and control those Plan assets being invested in
Certificates; (ii) the Plan pays no nore for the Certificates than would be paid
inan arm's length transaction; (iii) no investnent nanagenent, advisory or
underwriting fee, sales transfer conm ssion or simlar conpensation is paid to
the Asset Seller with regard to the sale, exchange or transfer of Certificates
to the Plan; (iv) the total value of the Certificates purchased by such Plan
does not exceed 25% of the amount issued; and (v) at |east 50% of the aggregate
amount of Certificates is acquired by persons independent of the Asset Seller,
the Trustee, the Master Servicer and the insurer. Before purchasing Certificates
in reliance on PTCE 83-1, a fiduciary of a Plan should confirmthat the Trust
Fund is a "nortgage pool," that the Certificates constitute "nortgage poo
pass-through certificates" and that the conditions set forth in PTCE 83-1 woul d
be satisfied. In addition to nmaking its own determination as to the availability
of the exenptive relief provided in PTCE 83-1, the fiduciary should consider the
availability of any other prohibited transaction exenptions. The fiduciary
shoul d al so consider its general fiduciary obligations under ERISA in
determ ni ng whether to purchase any Certificates on behalf of a Plan pursuant to
PTCE 83-1.

I nvest or - Based Exenptions

Even if Securities issued pursuant to an offering are not treated as
equity investnments for purposes of the Plan Asset Regul ations, the acquisition
or holding of such Securities by or on behalf of a Plan could still be
considered to give rise to a prohibited transaction if the Issuers, the
Depositor, the Indenture Trustee or any of their respective affiliates is or
becomes a party in interest or disqualified person wth respect to a Plan or
rel ated i nvestnment vehicle unless such transaction is subject to one or nore
statutory or adm nistrative exenptions such as: PTCE 90-1, which exenpts certain
transactions invol ving insurance conpany pool ed separate accounts; PTCE 95-60
whi ch exenpts certain transactions involving i nsurance conpany general accounts;
PTCE 91-38, which exenpts certain transactions involving bank collective
i nvest nent funds; PTCE 84-14, which exenpts certain transactions effected on
behal f of a Plan by a "qualified professional asset manager;" or PTCE 96-23
whi ch exenpts certain transactions effected on behalf of a Plan by certain
"in-house" asset managers (collectively, the "lInvestor-Based Exenptions"). It
shoul d be noted, however, that even if the conditions specified in one or nore
of the Investor-Based Exenptions are net, the scope of relief provided by such
exenption may not necessarily cover all acts that m ght be construed as
prohi bited transactions.

Nevert hel ess, a Plan generally should not purchase such Securities in
reliance on any of the Investor-Based Exenptions if the Issuers, the Depositor,
the Indenture Trustee or any of their respective affiliates: (a) has investnent
discretion with respect to the investnment of assets of such Plan; (b) has
authority or responsibility to give or regularly gives investment advise with
respect to assets of such Plan for a fee and pursuant to an agreenment or
under st andi ng that such advice will serve as a primary basis for investnent
decisions with respect to such assets and that such advice will be based on the
particul ar investment needs of such Plan; or (c) is an enployer maintaining or
contributing to such Plan. A party that is described in the preceding sentence
will generally be construed to be a fiduciary under ERISA with respect to the
Pl an and any such purchase mght result in a non-exenpt "prohibited transaction"
under ERISA, the Code or Simlar Law.

REVI EW BY PLAN FI DUCI ARI ES

Any Plan fiduciary considering whether to purchase any Securities on
behal f of a Plan should consult with its counsel regarding the applicability of
the fiduciary responsibility and prohibited transaction provisions of ERI SA and
the Code and Simlar Law to such investment. Among ot her things, before
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purchasing any Securities, a fiduciary of a Plan subject to the fiduciary
responsi bility provisions of ERISA or an enployee benefit plan subject to the
prohi bited transaction provisions of the Code should make its own determ nation
as to the availability of the exenptive relief provided in the Exenption, and
al so consider the availability of any other prohibited transacti on exenptions.
In particular, in connection with a contenpl ated purchase of Securities
representing a beneficial ownership interest in a pool of single-famly
residential first nortgage |oans, such Plan fiduciary should consider the
availability of the Exenption or PTCE 83-1 for certain transactions involving
nort gage pool investnent trusts.

Purchasers that are insurance conpanies should consult with their counse
with respect to the United States Supreme Court case interpreting the fiduciary
responsibility rules of ERI SA, John Hancock Miutual Life Insurance Co. v. Harris
Trust & Savings Bank (deci ded Decermber 13, 1993). In John Hancock, the Suprene
Court ruled that assets held in an insurance conpany's general account may be
deened to be "plan assets" for ERISA purposes under certain circunstances.
Prospective purchasers shoul d determ ne whet her the decision affects their
ability to make purchases of the Securities. In particular, such an insurance
conpany shoul d consi der the exenptive relief granted by Labor for transactions
i nvol ving i nsurance conpany general accounts in Prohibited Transacti on Exenption
95-60 and under Section 401(c) of ERISA

LEGAL | NVESTMENT

Each class of Offered Securities will be rated at the date of issuance in
one of the four highest rating categories by at |east one Rating Agency. The
rel ated Prospectus Supplenent will specify which classes of the Securities, if
any, will constitute "nortgage related securities" ("SMVEA Securities") for
purposes of the Secondary Mortgage Market Enhancenent Act of 1984 ("SMVEA').
SMMEA Securities will constitute legal investnments for persons, trusts
corporations, partnerships, associations, business trusts and business entities
(including, but not limted to, state chartered savi ngs banks, commercial banks
savi ngs and | oan associ ati ons and insurance conpanies, as well as trustees and
state government enployee retirement systens) created pursuant to or existing
under the laws of the United States or of any state (including the District of
Col unbi a and Puerto Ri co) whose authorized investnents are subject to state
regulation to the same extent that, under applicable | aw, obligations issued by
or guaranteed as to principal and interest by the United States or any agency or
instrunentality thereof constitute legal investments for such entities. Al aska
Arkansas, Col orado, Connecticut, Delaware, Florida, CGeorgia, Illinois, Kansas,
Maryl and, M chigan, M ssouri, Nebraska, New Hanpshire, New York, North Carolina
Ohi o, South Dakota, Uah, Virginia and West Virginia enacted | egislation before
the October 4, 1991 cutoff established by SMVEA for such enactnents, linmiting to
varying extents the ability of certain entities (in particular, insurance
conpani es) to invest in nortgage related securities, in nopst cases by requiring
the affected investors to rely solely upon existing state |law, and not SMVEA
Investors affected by such legislation will be authorized to invest in SMVEA
Certificates only to the extent provided in such |egislation. SMVEA provi des,
however, that in no event will the enactnment of any such legislation affect the
validity of any contractual commtnment to purchase, hold or invest in "nortgage
related securities,” or require the sale or other disposition of such
securities, so long as such contractual conm tnent was made or such securities
acquired prior to the enactnment of such |egislation

SMMVEA al so anended the legal investnent authority of federally chartered
depository institutions as follows: federal savings and | oan associati ons and
federal savings banks may invest in, sell or otherwi se deal with "nortgage
related securities" without limtation as to the percentage of their assets
represented thereby, federal credit unions may invest in such securities, and
nati onal banks may purchase such securities for their own account w thout regard
to the limtations generally applicable to investnment securities set forth in 12
U S.C. 24 (Seventh), subject in each case to such regul ations as the applicable
federal regulatory authority may prescribe. In this connection, federal credit
uni ons should review the National Credit Union Adm nistration ("NCUA") Letter to
Credit Unions No. 96, as nodified by Letter to Credit Unions No. 108, which
i ncludes guidelines to assist federal credit unions in making investnment
decisions for nortgage related securities, and the NCUA's regul ati on "I nvestnent
and Deposit Activities"
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(12 CF.R Part 703), which sets forth certain restrictions on investnent by
federal credit unions in nortgage related securities.

Institutions whose investnent activities are subject to |egal investnent
laws or regulations or review by certain regulatory authorities nay be subject
to restrictions on investment in certain classes of Offered Securities. Any
financial institution which is subject to the jurisdiction of the Conptroller of
the Currency, the Board of CGovernors of the Federal Reserve System the FDIC,
the Ofice of Thrift Supervision ("OIS"), the NCUA or other federal or state
agencies with simlar authority should review any applicable rules, guidelines
and regul ations prior to purchasing any Offered Security. The Federal Financia
Institutions Exam nation Council, for exanple, has issued a Supervisory Policy
Statement on Securities Activities effective February 10, 1992 (the "Policy
Statenment”) setting forth guidelines for and significant restrictions on
investnents in "high-risk nortgage securities." The Policy Statenent has been
adopted by the Conptroller of the Currency, the Federal Reserve Board, the FDIC,
the OIS and the NCUA (with certain nodifications), with respect to the
depository institutions that they regulate. The Policy Statenment generally
indicates that a nortgage derivative product will be deened to be high risk if
it exhibits greater price volatility than a standard fixed rate thirty-year
nortgage security. According to the Policy Statenent, prior to purchase, a
depository institution will be required to determ ne whether a nortgage
derivative product that it is considering acquiring is high-risk, and if so that
the proposed acquisition would reduce the institution's overall interest rate
ri sk. Reliance on analysis and docunentation obtained froma securities dealer
or other outside party without internal analysis by the institution would be
unaccept abl e. There can be no assurance that any classes of Ofered Securities
will not be treated as high-risk under the Policy Statenent.

The predecessor to the OIS issued a bulletin, entitled, "Mrtgage
Derivative Products and Mrtgage Swaps", which is applicable to thrift
institutions regulated by the OTS. The bulletin established guidelines for the
i nvest nent by savings institutions in certain "high-risk" nortgage derivative
securities and limtations on the use of such securities by insolvent,
undercapitalized or otherw se "troubled" institutions. According to the
bulletin, such "high-risk" nortgage derivative securities include securities
havi ng certain specified characteristics, which may include certain classes of
Securities. In accordance with Section 402 of the Financial Institutions Reform
Recovery and Enhancenent Act of 1989, the foregoing bulletin will remain in
effect unless and until nodified, term nated, set aside or superseded by the
FDIC. Simlar policy statenents have been issued by regul ators having
jurisdiction over the types of depository institutions

In Septenber 1993 the National Association of |nsurance Conm ssioners
rel eased a draft nodel investnent |aw (the "Mdel Law') which sets forth node
i nvest nent guidelines for the insurance industry. Institutions subject to
i nsurance regul atory authorities may be subject to restrictions on investnent
simlar to those set forth in the Mdodel Law and other restrictions

If specified in the related Prospectus Suppl enent, other classes of
O fered Securities offered pursuant to this Prospectus will not constitute
"nmortgage related securities" under SMVEA. The appropriate characterization of
this Offered Security under various |legal investnent restrictions, and thus the
ability of investors subject to these restrictions to purchase such Ofered
Securities, may be subject to significant interpretive uncertainties.

The Depositor will make no representations as to the proper
characterization of the Offered Certificates for legal investnent or financial
institution regul atory purposes, or as to the ability of particular investors to
purchase any O fered Certificates under applicable |egal Investnent
restrictions. The uncertainties described above (and any unfavorable future
determ nations concerning |legal investnment or financial institution regulatory
characteristics of the Ofered Securities) may adversely affect the liquidity of
the Offered Securities.

The foregoing does not take into consideration the applicability of
statutes, rules, regulations, orders, guidelines or agreenments generally
governing investnments nmade by a particular investor, including, but not limted
to, "prudent investor" provisions, percentage-of-assets limts and provisions
which may restrict or prohibit investnment in securities which are not "interest
bearing" or "income paying."
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There may be other restrictions on the ability of certain investors,
i ncl udi ng depository institutions, either to purchase Offered Securities or to
purchase Ofered Securities representing nore than a specified percentage of the
investor's assets. Accordingly, all investors whose investnent activities are
subject to legal investment |aws and regul ations, regulatory capital
requirenents or review by regulatory authorities should consult with their own
| egal advisors in determ ning whether and to what extent the Offered Securities
of any class constitute legal investnents or are subject to investnent, capital
or other restrictions.

PLAN OF DI STRI BUTI ON

The Offered Securities offered hereby and by the Supplenents to this
Prospectus will be offered in series. The distribution of the Securities may be
effected fromtinme to time in one or nore transactions, including negotiated
transactions, at a fixed public offering price or at varying prices to be
determned at the time of sale or at the tine of conmitment therefor. If so
specified in the related Prospectus Supplenent, the Ofered Securities will be
distributed in a firmconm tnent underwiting, subject to the ternms and
conditions of the underwiting agreenment, by Merrill Lynch, Pierce, Fenner &
Smith Incorporated ("Merrill Lynch") acting as underwiter wth other
underwriters, if any, naned therein. Merrill Lynch is an affiliate of the
Depositor. In such event, the Prospectus Supplement nmay al so specify that the
underwriters will not be obligated to pay for any Offered Securities agreed to
be purchased by purchasers pursuant to purchase agreenments acceptable to the
Depositor. In connection with the sale of Ofered Certificates, underwiters nmay
recei ve conpensation fromthe Depositor or from purchasers of Ofered Securities
in the formof discounts, concessions or conmm ssions. The Prospectus Suppl ement
wi || describe any such conpensation paid by the Depositor.

Al'ternatively, the Prospectus Supplement may specify that Offered
Securities will be distributed by Merrill Lynch and/or any other person or
persons naned therein acting as agent or in sonme cases as principal wth respect
to Offered Securities that it has previously purchased or agreed to purchase. If
Merrill Lynch or such persons act as agents in the sale of Offered Securities,
they will receive a selling commssion with respect to such Offered Securities,
dependi ng on market conditions, expressed as a percentage of the aggregate
princi pal balance or notional ambunt of such Offered Securities as of the Cut-
off Date. The exact percentage for each series of Securities will be disclosed
in the related Prospectus Supplenent. To the extent that Merrill Lynch or such
persons elect to purchase Offered Securities as principal, they may realize
| osses or profits based upon the difference between its purchase price and the
sales price. The Prospectus Supplenent with respect to any series offered other
than through underwiters will contain information regarding the nature of such
offering and any agreenents to be entered into between the Depositor and
purchasers of O fered Securities of such series.

This Prospectus may be used, to the extent required, by Merrill Lynch or
any other Underwiter in connection with offers and sales related to narket
maki ng transactions.

The Depositor will indemify Merrill Lynch and any underwriters against
certain civil liabilities, including liabilities under the Securities Act of
1933, or will contribute to paynents Merrill Lynch and any underwriters may be

required to nmake in respect thereof.

In the ordinary course of business, Merrill Lynch and its affiliates may
engage in various securities and financing transactions, including repurchase
agreenents to provide interimfinancing of the Depositor's or Asset Seller's
Assets pending the sale of such Assets or interests therein, including the
Securities.

As to each series of Securities, only those classes rated in an investnent
grade rating category by any Rating Agency will be offered hereby. Any
non-i nvestment-grade class may be initially retained by the Depositor or Asset
Seller, and may be sold by the Depositor or Asset Seller at any tine.

Upon recei pt of a request by an investor who has received an el ectronic
Prospect us Suppl enent and Prospectus fromthe Underwiter or a request by such
investor's representative within the period during which there is an obligation
to deliver a Prospectus Suppl ement and Prospectus, the Depositor or the
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Underwriter will pronptly deliver, or cause to be delivered, w thout charge, a
paper copy of the Prospectus Suppl enment and Prospectus.

LEGAL MATTERS

Certain legal matters in connection with the Securities, including certain
federal income tax consequences, wll be passed upon for the Depositor by
Dechert LLP, New York, New York or Thacher Proffitt & Wod, New York, New York
Certain matters with respect to Delaware |law will be passed upon for the
Depositor by Richards, Layton & Finger, P.A , WImngton, Del aware.

FI NANCI AL | NFORVATI ON

A new Trust Fund will be fornmed with respect to each series of Securities
and no Trust Fund will engage in any business activities or have any assets or
obligations prior to the issuance of the related series of Securities.
Accordingly, no financial statements with respect to any Trust Fund will be
included in this Prospectus or in the related Prospectus Suppl enent.

I NCORPCRATI ON OF CERTAI N | NFORVATI ON BY REFERENCE

Thi s Prospectus incorporates by reference all docunments and reports filed
on behalf of the Depositor with respect to a Trust Fund pursuant to Section
13(a), 14 or 15(d) of the Securities Exchange Act of 1934, as amended, prior to
the termnation of the offering the related Securities. Upon request by any
person to whomthis prospectus is delivered in connection with the offering of
one or nore Classes of Ofered Securities, the Depositor will provide or cause
to be provided without charge a copy of any of the docunents and/or reports
i ncorporated herein by reference, in each case to the extent the docunments or
reports relate to such Casses of Ofered Securities, other than the exhibits to
such docunents (unless those exhibits are specifically incorporated by reference
in such docunents). Requests to the Depositor should be directed in witing to:
Merrill Lynch Mortgage Investors, Inc., 250 Vesey Street, Wrld Financi al
Center-North Tower, 10th Floor, New York, New York 10281-1310, Attention
Secretary, tel ephone nunber (212) 449-0357. The Depositor has determ ned that
its financial statenments are not material to the offering of any Ofered
Securities.

I nvestors may read and copy the docunents and/or reports incorporated
herein by reference at the Public Reference Room of the Securities and Exchange
Conmi ssion at 450 Fifth Street, N.W, Washington, D.C. 20549. |Investors nay
obtain information on the operation of the Public Reference Roomby calling the
SEC at 1-800- SEC-0330. In addition, the SEC maintains a website at
http://ww. sec. gov containing reports, proxy and information statenments and
other information regarding issuers, including each Trust Fund, that file
electronically with the SEC

124



RATI NGS

It is a condition to the issuance of any class of Ofered Securities that
they shall have been rated not |ower than investnment grade, that is, in one of
the four highest rating categories, by a Rating Agency.

Rati ngs on asset backed securities address the |ikelihood of receipt by
securityhol ders of all distributions on the underlying assets. These ratings
address the structural, legal and issuer-related aspects associated with such
certificates, the nature of the underlying assets and the credit quality of the
guarantor, if any. Ratings on asset backed securities do not represent any
assessnent of the likelihood of principal prepaynents by borrowers or of the
degree by which such prepaynents mght differ fromthose originally anticipated.
As a result, securityholders mght suffer a | ower than anticipated yield, and,
in addition, holders of stripped interest certificates in extrenme cases m ght
fail to recoup their initial investnents.

A security rating is not a recormendation to buy, sell or hold securities
and may be subject to revision or withdrawal at any tine by the assigning rating
organi zation. Each security rating shoul d be eval uated i ndependently of any
ot her security rating.
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