Global Structured Products

July 2004

Final Information

Cascade Funding CDO I, Ltd.

% Merrill Lynch

THE OFFERING: COLLATERAL MANAGER:
$402.7 million Collateralized Debt Terwin Money Management LLC ("TMM"),
Obligation (“CDO”) Notes and Preferred a member of the Winter Group (“TWG”)
Shares issued by Cascade Funding |, Ltd.
CLASS A1 CLASS A-2 CLASS B CLASS C PREFERRED
NOTES NOTES ™ NOTES NOTES SHARES
Principal $328,000,000 $46,000,000 $14,000,000 $7,000,000 $7,700,000
Percentage 82.0% 11.5% 3.5% 1.75% 1.25%
Coupon Type Floating Floating Floating Floating Residual
Price 3mL+0.37% 3mL+1.05% 3mL+3.15%
Maximum L+[0.75]%
Applicable Rate
Expected Rating Aaa/AAAIAAA Aaa/AAAIAAA Aa3/ / Baa2/ /BBB Baa3®
Rating Agency Moody's/S&P/Fitch Moody's/S&P/Fitch Moody's/S&P/Fitch Moody's/S&P/Fitch
Average Lifé? 6.1 yrs. 8.0 yrs. 8.0 yrs. 7.3 yrs.
Stated Maturity March 2042 March 2042 March 2042 March 2042 March 2042
Denomination $500,000 minimum $250,000 minimum $500,000 minimum $500,000 minimum $100,000 minimum
$1,000 increments $25,000 increments $25,000 increments $25,000 increments $1,000 increments

1) Payments on the Notes and Preferred Shares will be made quarterly.

(2) Based on a8 year auction call.

(3) The Class A-1 Notes will not be fully funded at Closing

4) Rated

™) There will be certain up-front closing fees with this Merrill Lynch structuring and placement fees, legal, agency, and other fees.
COLLATERAL CHARACTERISTICS
¢ Weighted Average Coupon: 5.37% . Maximum CDOs: 30%
¢ Weighted Average Spread: 0.88% . Maximum Weighted Average Life: 7.25 Years
. Maximum Average Rating Score: 43 . Maximum Single Issuer Concentration: 2.00%
s  Minimum Diversity Score: " 18 s Minimum Number of Obligors: 95
s Minimum Initial Rating at Purchase: A3 s  Maximum Obligations Rated Below Aaa: 57%
e  Maximum Single Servicer Concentration: 7.5%" e  Maximum CDOs rated Single A: 3%
. Maximum Obligations Rated Single A: 25%

to principal only

STRUCTURE

Issuer:

Collateral Manager:
Anticipated Closing Date:
Coupon Payment Dates:
Ramp-Up Period:
Non-Call Period:
Reinvestment Period:
Substitution Period

OC and IC Test Cures:

“RAPID” Features:

Mandatory Auction Call:

Cascade Funding I, Ltd.

Terwin Money Management LLC

July 26, 2004

Quarterly, beginning on December 3, 2004

4 month ramp up

3 years (thereafter, all of the Notes and Preferred Shares may be called by a majority vote of the Preferred
Shares)

None. Immediate Principal Amortization

2 years. Manager may substitute up to 10% of the collateral per annum to improve the portfolio

If the Class C IC test is breached interest will be used to pay down the principal of the Class A1, Class A2,
Class B and then the Class C Notes. If the Class C OC test is breached, interest will be used to pay down
the principal of the Class C, Class B, Class A2 and then the Class A1 Notes.

|. Principal amortization will be used to pay down the Notes on a sequential basis.

1. Until the Class C Notes are fully paid down, the dividend on the Preferred Shares payable on each
payment date will be capped at an annualized dividend yield of [12]% and the excess cashflows will be
used to pay down the Class C Notes.

8 years

COVERAGE TESTS

O/C Tests

Initial O/C I/C Tests Initial 'C

FEES AND EXPENSES

Senior Management Fee:

Closing Fees and Expenses "

10 bps per annum

Ak

)
2

Based on a WARF-Diversity Score matrix

With some exceplions (vet fo be determined,

Global Structured Products

CDO Marketing/Global Structure

Clients

d Products

Global Private Clients

ABS Trading and Syndicate

Christopher Ricciardi (212) 4439638

US: Doug Mallach (212)449-6190

Joe Aglione (212)449-5383

Scott Soltas (212} 449-3659

Harin De Silva {212) 4499359

Canada: Barry Dennis (212)449-0394

Cliff Lanier (212) 4495383

Brian Stoker (212} 449-3659

Cecilia Pan (212)449-0867

Europe: Bill Berry 44-20-79954678

Marie Walsh (212) 4495383

Andrew Phelps (212) 4493659

Julie Cutler (212)449-0196

Asia: TaroMasuyama 81-3-32137473

Marco Pavoncelli +44-207-996-3743

Institutional Advisory Division

Mike Foggia (212) 4496190

This term sheet may only be distributed along with the Confidential Discussion Materials to pre-qualified Merrill Lynch clients who are Qualified Purchasers
within the meaning of Investment Company Act of 1940.

Proprietary and Strictly Confidential

Not for Publication

For Use by FCIC Staff Only

BAC-ML-CDO-000081119
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REPRESENTATIVE PORTFOLIO*

Global Structured Products
Why Invest in Structured Finance Securities?

Structured Finance Securities (including ABS, RMBS and CMBS) and
CDOs have historically exhibited lower default rates, higher recovery upon
default and better rating stability than comparably rated corporate bonds.
Consequently, CDOs consisting of Structured Finance Securities and
CDOs have outperformed other CDO types.“)

» According to a recent Moody’s study, the long-term historical average
(1983-2003) of unchanged ratings of Structured Finance Securities
and CDOs was 92.3%, which compares favorably to the 76.6%
average of unchanged ratings of corporate bonds for the same
period. m

Structured Finance Securities have historically had an average
recover(y)rate of 58% *“ compared to approximately 35% for corporate
bonds.
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™ For flustrative ptrposes only. Subject to change.

About Terwin Money Management and The Winter Group

Terwin Asset Management LLC (“TAM”) is a recently formed asset management business, which focuses on credit related mortgage backed
securities investments. Terwin Money Management LLC (“TMM”) is a wholly-owned subsidiary of TAM dedicated to the issuance and
management of structured finance CDOs.

> TMM is comprised of individuals with extensive expertise in mortgage credit investing. Their portfolio management and credit experience
includes managing mortgage credit for the largest publicly traded insurance group. TMM’s objective is to insure delivery of the stated returns
by purchasing high quality assets which have historically had excellent performance, and which form the core of the team’s expertise.

> TMM receives considerable support from its parent, The Winter Group (“TWG”), which has built an integrated capital markets residential

mortgage acquisition, securitization, trading and distribution platform
o TWG’s founders represent the core of an industry leading mortgage team that held the number one underwriting position of
Whole-Loan Non-Agency CMOs for five consecutive years.
o TWG's sourcing and distribution platform is well positioned to create attractive assets for TMM
Significant financial commitment and alignment of interests
o TMM or its affiliates expect to purchase up to 36% of the CDO Preferred Shares
TMM closed its first mezzanine ABS CDO, “Glacier Funding CDO I” in March 2004, and is currently ramping up its second mezzanine ABS
CcDO
) Source: TMM. As of March 31, 2004

PROJECTED IRR ON PREFERENCE SHARES

10.6%

0.00% 0.056% 0.10% 0.15% 0.20% 0.25% 0.30% 0.35% 0.40% 0.45% 0.50%

Annual Default Rate

0.

3.9%

55%

BREAKEVEN DEFAULT RATES Based on a Break in Yield Based on 0% Yield

Class Description (Moody’s/S&P/Fitch) Annual Default Cumulative Annual Default Cumulative Gross
Rate Gross Defaults Rate Defaults

,C\‘)Ioat:ss ?A13Fa|;st Prlorlty)Senlor Secured Floating Rate Delayed Draw 18.81% 140.81% 121.31% [70.71%

(CAIZ:7 A2 S/econ)d Priority Senior Secured Floating Rate Notes [3.01% [16.51% [5.51% [28.11%

(Cizgj ? ';'hll’d Priority Senior Secured Floating Rate Notes 11.31% 17.61% 12.11% [11.91%

Class C Mezzanine Secured Floating Rate Notes (Baa2/ /BBB) [1.01% [5.9]% [1.4]1% [8.11%

THIS SUMMARY OUTLINES CERTAIN CHARACTERISTICS OF A PROPOSED COLLATERALIZED DEBT OBLIGATION TRANSACTION (“CDO”). THIS SUMMARY IS A SUMMARY OF THE “CONFIDENTIAL DISCUSSION
MATERIAL - CASCADE FUNDING CDO I, LTD.” (THE “CONFIDENTIAL DISCUSSION MATERIAL”) AND SHOULD BE READ IN CONJUNCTION THEREWITH, NCLUDING “SECTION 3 - TRANSACTION HIGHLIGHTS”
THERETO. THIS MATERIAL IS PRESENTED SOLELY FOR PURPOSES OF DISCUSSION, TO DETERMINE PRELIMINARY INTEREST IN INVESTING IN A TRANSACTION WITH THE GENERAL CHARACTERISTICS
DESCRIBED. THIS TRANSACTION IS AT A STRUCTURING PHASE AND THERE MAY BE MATERIAL CHANGES TO THE STRUCTURE AND COLLATERAL PRIOR TO THE SECURITIES BEING OFFERED (SUCH SECURITIES,
THE “OFFERED SECURITIES”). UNDER NO CIRCUMSTANCES IS THIS PRESENTATION TO BE USED OR CONSIDERED AS AN OFFER TO SELL, ORA SOLICITATION OF ANY OFFER TO BUY, ANY SECURITY. ANY SUCH
OFFERING MAY BE MADE ONLY BY THE OFFERING CIRCULAR. THE INFORMATION CONTAINED HEREIN IS IN SUMMARY FORM FOR CONVENIENCE OF PRESENTATION. IT IS NOT COMPLETE AND IT SHOULD NOT
BE RELIED UPON AS SUCH. IN ADDITION, CERTAIN OF THE INFORMATION HAS BEEN PROVIDED BY THIRD PARTIES AND HAS NOT BEEN INDEPENDENTLY VERIFIED BY MERRILL LYNCH. THIS MA TERIAL INCLUDES
ILLUSTRATIVE PERFORMANCE INFORMATION THAT IS BASED IN PART ON HYPOTHETICAL ASSUMPTIONS. SUCH ILLUSTRATIVE PERFORMACE INFORMATION IS PRESENTED FOR ILLUSTRATIVE PURPOSES ONLY
AND Is EASED ON VARIOUS ASSUMPTIONS, NOT ALL OF WHICH ARE DEscRIEED HEREIN. NO REPRESENTATION OR WARRANTY IS MADE BY MERRILL LYNCH OR TERWIN MONEY MANAGEMENT AS TO THE
ENESS OF SUCH ILLUSTRA TIVE PERFORMACE INFORMATIO! 0 ANY OTHER FINANCIAL INFORMATION coNTAINED IN sUcH MODELS (INCLUDING THE ASSUMPTIONS ON WHICH THEY ARE
EASED) THIs ILLUSTRATIVE PERFORMANCE INFORMATION HAS cERTAIN INHERENT LIMITATIONS, AND WILL BE AFFECTED BY AN IGES IN THE STRUC OR ASSETS FOR THIS TRANSACTION. THE
ACTUAL PERFORMANCE OF ANY SECURITIES ISSUED WILL DIFFER, AND MAY DIFFER SUBSTANTIALLY, FROM THAT SET FORTH IN THE ATTAcHED |LLUsTRAT|0Ns ND REPRESENTATION IS MADE THAT SUCH
ILLUSTRATIONS ARE ACCURATE OR COMPLETE OR DO NOT CONTAIN ERRORS, OR THAT ALTERNATIVE MODELING TECHNIQUES OR ASSUMPTIONS WOULD NOT BE MORE APPROPRIATE OR PRODUCE
SIGNIFICANTLY DIFFERENT RESULTS. THE ATTACHED SUMMARY IS PROVIDED TO YOU ON THE UNDERSTANDING THAT AS A SOPHISTICATED INVESTOR, YOU WILL UNDERSTAND AND ACCEPT ITS INHERENT
LIMITATIONS, WILL NOT RELY ON IT IN MAKING ANY INVESTMENT DECISION WITH RESPECT TO ANY SECURITIES THAT MAY BE ISSUED, AND WILL USE IT ONLY FOR THE PURPOSE OF DISCUSSING WITH MERRILL
LYNCH YOUR PRELIMINARY INTEREST IN INVESTING IN A TRANSACTION OF THE TYPE DESCRIBED. NEITHER MERRILL LYNCH NOR TERWIN MONEY MANAGEMENT ASSUMES ANY RESPONSIBILITY FOR THE
ACCURACY OR VALIDITY OF THE RESULTS OF SUCH MODELS. THIS SUMMARY IS CONFIDENTIAL, FOR YOUR PRIVATE USE ONLY, AND MAY NOT BE REPRODUCED IN WHOLE OR IN PART OR SHARED WITH
OTHERS (OTHER THAN YOUR ADVISORS) WITHOUT MERRILL LYNCH'S WRITTEN PERMISSION, EXCEPT THAT YOU (AND EACH OF YOUR EMPLOYEES, REPRESENTATIVES OR OTHER AGENTS) MAY DISCLOSE TO
ANY AND ALL PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND TAX STRUCTURE OF THE PROPOSAL AND ALL MATERIALS OF ANY KIND (INCLUDING OPINIONS OR OTHER TAX
ANALYSES) THAT ARE PROVIDED TO YOU RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE. FOR PURPOSES OF THE PRECEDING sENTENcE TAx REFERS TO U.S. FEDERAL AND STATE TAX. THIS
MATERIAL IS FOR DISCUSSION PURPOSES O MERRILL LYNCH, UPON REQUEST, WILL MAKE AVAILABLE sUcH OTHER INFORMATIOI ONABLY REQUESTED. NO PERSON HAS BEEN
AUTHORIZED TO GIVE ANY INFORMATION OR TD MAKE ANY REPRESENTATIONS OTHER THAN THOSE TO BE CONTAINED IN THE DFFERING cIRcULAR REGARDING THE EVENTUAL OFFERING, IF ANY, OF THE
OFFERED SECURITIES. THE OFFERED SECURITIES DESCRIBED HEREIN, WHEN AND IF OFFERED, WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OF 1933 (THE "1933 ACT") OR ANY STATE OR FOREIGN
SECURITIES LAWS, THE ISSUER WILL NOT BE REGISTERED UNDER THE INVESTMENT COMPANY ACT OF 1940 (THE "1940 ACT") OR ANY STATE OR FOREIGN SECURITIES LAWS, AND THE OFFERED SECURITIES
WILL BE OFFERED AND SOLD ONLY TO (A) "QUALIFIED PURCHASERS" (AS DEFINED IN THE 1940 ACT) THAT ARE EITHER (1) "QUALIFIED INSTITUTIONAL BUYERS" (AS DEFINED IN RULE 144A UNDER THE 1933 ACT)
OR (2) "ACCREDITED INVESTORS" (AS DEFINED IN RULE 501(A) UNDER THE 1933 ACT) OR (B) NON-U.S. PERSONS WHO PURCHASE QUTSIDE THE UNITED STATES PURSUANT TO REGULATION S UNDER THE 1933
ACT. NEITHER MERRILL LYNCH NOR TERWIN MONEY MANAGEMENT NOR ANY OF THEIR AFFILIATES MAKES ANY REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY OR
COMPLETENESS OF THE INFORMATION CONTAINED HEREIN AND NOTHING CONTAINED HEREIN SHALL BE RELIED UPON AS A PROMISE OR REPRESENTATION WHETHER AS TO THE PAST OR FUTURE
PERFORMANCE. ALL INFORMATION HEREIN REGARDING TERWIN MONEY MANAGEMENT NDR |Ts AFFILIATEs (INCLUDING WITHOUT LIMITATIDN PERFORMANCE INFORMATION), WAs PROVIDED TO MERRILL
LYNCH BY TERWIN MONEY MANAGEMENT. NEITHER MERRILL LYNCH NOR ANY OF THEIR AFFILIATES MA Y REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED
AS TO THE ACCURACY OR COMPLETENESS OF THE INFORMATION coNTAINED HEREIN AN INVESTMENT IN THE OFFERED SECURITIES PRESENTS SUESTANTIAL RISKS AND INVESTORS SHOULD BE PREI
TO SUFFER A Loss OF THEIR ENTIRE INVESTMENT. FORWARD LOOKING STATEMENTS: ANY ILLUSTRATIONS, SCENARIOS, FORECASTS AND ESTIMATES CONTAINED HEREIN ARE FORWARD LDDKING
STATEMENTS AND ARE BASED UPON CERTAIN ASSUMPTIONS DESCRIBED HEREIN. IT CAN BE EXPECTED THAT SOME OR ALL OF THE ASSUMPTIONS UNDERLYING THE ILLUSTRATIONS OR SCENARIOS WILL NOT
MATERIALIZE OR WILL VARY SIGNIFICANTLY FROM ACTUAL RESULTS. ACTUAL RESULTS MAY VARY FROM THE RESULTS ILLUSTRATED HEREIN AND THE VARIATIONS MAY BE MATERIAL. MERRILL LYNCH IS NOT
AN EXPERT ON, AND DOES NOT RENDER OPINIONS REGARDINS, LEGAL, ACCOUNTING, REGULATORY OR TAX MATTERS. WITH RESPECT TO INSTITUTIONAL CLIENTS, MERRILL LYNCH IS ACTING SOLELY IN THE
CAPACITY OF AN ARM'S LENGTH CONTRACTUAL COUNTERPARTY AND NOT IN THE CAPACITY OF A FINANCIAL ADVISOR OR FIDUCIARY.
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