PROSPECTUS SUPPLEMENT
(To Prospectus dated May 22, 2007)

$788,341,000 (Approximate)

STRUCTURED ASSET SECURITIES CORPORATION
Mortgage Pass-Through Certificates, Series 2007-BC3

AURORA LOAN SERVICES

Lehman Brothers Holdings Inc.
Sponsor and Seller

Structured Asset Securities Corporation
Mortgage Loan Trust 2007-BC3
Issuing Entity

Consider carefully the risk
factors beginning on page S-22
of this prospectus supplement
and on page 6 of the prospectus.

For a list of capitalized terms
used in this prospectus supplement
and the prospectus, see the glossary
of defined terms beginning on page
§-108 in this prospectus supplement
and the index of principal terms on
page 186 in the prospectus.

The certificates will represent
interests in the issuing entity only
and will not represent interests in
or obligations of the sponsor, the
depositor or any of their affiliates
or any other entity.

This prospectus supplement
may be used to offer and sell the
certificates offered hereby only if
accompanied by the prospectus.

Aurora Loan Services LLC
Master Servicer

Structured Asset Securities Corporation
Depositor

The trust fund will issue certificates including the following classes offered
hereby:

e Eight classes of senior certificates
e Fourteen classes of subordinate certificates

The classes of certificates offered by this prospectus supplement are listed,
together with their initial class principal amounts and interest rates, in the table
under “The Offered Certificates” on page S-1 of this prospectus supplement. This
prospectus supplement and the accompanying prospectus relate only to the
offering of the certificates listed in the table on page S-1 and not to the other
classes of certificates that will be issued by the issuing entity as described in this
prospectus supplement.

Principal and interest will be payable monthly, as described in this prospectus
supplement. The first expected distribution date will be June 25, 2007. Credit
enhancement for the offered certificates includes excess interest,
overcollateralization, subordination, loss allocation and limited
cross-collateralization features. Amounts payable under an interest rate swap
agreement and an interest rate cap agreement, both provided by Swiss Re Financial
Products Corporation, will be applied to pay certain interest shortfalls, maintain
overcollateralization and repay certain losses.

The assets of the trust fund will primarily consist of two pools of
conventional, first lien, adjustable and fixed rate, fully amortizing and balloon,
residential mortgage loans, which were originated in accordance with underwriting
guidelines that are not as strict as Fannie Mae and Freddie Mac guidelines.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved the certificates or determined that this prospectus supplement or the accompanying prospectus is
accurate or complete. Any representation to the contrary is a criminal offense.

The certificates offered by this prospectus supplement will be purchased by Lehman Brothers Inc., as underwriter, from
Structured Asset Securities Corporation, and are being offered from time to time for sale to the public in negotiated
transactions or otherwise at varying prices to be determined at the time of sale. The underwriter has the right to reject any
order. Proceeds to Structured Asset Securities Corporation from the sale of these certificates will be approximately 99.96%
of their initial total class principal amount before deducting expenses.

On or about May 31, 2007, delivery of the certificates offered by this prospectus supplement will be made through the
book-entry facilities of The Depository Trust Company, and upon request, through Clearstream Banking Luxembourg and

the Euroclear System.

Underwriter:

LEHMAN BROTHERS

The date of this prospectus supplement is May 30, 2007



Important notices about information presented
in this prospectus supplement and the accompanying prospectus:

We provide information to you about the certificates offered by this prospectus supplement in two separate
documents that progressively provide more detail: (1) the accompanying prospectus, which provides general information,
some of which may not apply to your certificates and (2) this prospectus supplement, which describes the specific terms of
your certificates.

The information presented in this prospectus supplement is intended to enhance the general terms of the
accompanying prospectus. If the specific terms of this prospectus supplement and the general terms of the accompanying
prospectus vary, you should rely on the information in this prospectus supplement.

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

We are not offering the certificates in any state where the offer is not permitted. We do not claim that the
information in this prospectus supplement and prospectus is accurate as of any date other than the dates stated on their
respective covers.

Dealers will deliver a prospectus supplement and prospectus when acting as underwriters of the certificates and
with respect to their unsold allotments or subscriptions. In addition, all dealers selling the certificates will be required to
deliver a prospectus supplement and prospectus for ninety days following the date of this prospectus supplement.

We include cross-references in this prospectus supplement and the accompanying prospectus to captions in these
materials where you can find further related discussions. The following table of contents and the table of contents included
in the accompanying prospectus provide the pages on which these captions are located.

For European Investors Only

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive
(each, a “Relevant Member State”), the underwriter has represented and agreed that with effect from and including the date
on which the Prospectus Directive is implemented in that Relevant Member State (the “Relevant Implementation Date”) it
has not made and will not make an offer of certificates to the public in that Relevant Member State prior to the publication
of a prospectus in relation to the certificates which has been approved by the competent authority in that Relevant Member
State or, where appropriate, approved in another Relevant Member State and notified to the competent authority in that
Relevant Member State, all in accordance with the Prospectus Directive, except that it may, with effect from and including
the Relevant Implementation Date, make an offer of certificates to the public in that Relevant Member State at any time: (a)
to legal entities which are authorized or regulated to operate in the financial markets or, if not so authorized or regulated,
whose corporate purpose is solely to invest in securities; (b) to any legal entity which has two or more of (1) an average of
at least 250 employees during the last financial year; (2) a total balance sheet of more than €43,000,000 and (3) an annual
net turnover of more than €50,000,000, as shown in its last annual or consolidated accounts; or (¢) in any other
circumstances which do not require the publication by the issuer of a prospectus pursuant to Article 3 of the Prospectus
Directive.

For the purposes of this provision, the expression an “offer of certificates to the public” in relation to any
certificates in any Relevant Member State means the communication in any form and by any means of sufficient
information on the terms of the offer and the certificates to be offered so as to enable an investor to decide to purchase or
subscribe the certificates, as the same may be varied in that Member State by any measure implementing the Prospectus
Directive in that Member State and the expression “Prospectus Directive” means Directive 2003/71/EC and includes any
relevant implementing measure in each Relevant Member State.
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Summary of Terms

e This summary highlights selected information from this document and does not contain all of the
information that you need to consider in making your investment decision. To understand all of the terms
of the offering of the certificates, it is necessary that you read carefully this entire document and the

accompanying prospectus.

e While this summary contains an overview of certain calculations, cash flow priorities and other
information to aid your understanding, you should read carefully the full description of these
calculations, cash flow priorities and other information in this prospectus supplement and the
accompanying prospectus before making any investment decision.

e Some of the information that follows consists of forward-looking statements relating to future economic
performance or projections and other financial items. Forward-looking statements are subject to a
variety of risks and uncertainties, such as general economic and business conditions and regulatory
initiatives and compliance, many of which are beyond the control of the parties participating in this
transaction. Accordingly, what actually happens may be very different from the projections included in

this prospectus supplement.

e  Whenever we refer to a percentage of some or all of the mortgage loans in the trust fund or in a mortgage
pool, that percentage has been calculated on the basis of the total scheduled principal balance of those
mortgage loans as of May 1, 2007, unless we specify otherwise. We explain in this prospectus supplement
under “Glossary of Defined Terms” how the scheduled principal balance of a mortgage loan is
determined. Whenever we refer in this Summary of Terms or in the Risk Factors section of this
prospectus supplement to the total principal balance of any mortgage loans, we mean the total of their
scheduled principal balances unless we specify otherwise.

Parties
Sponsor and Seller

Lehman Brothers Holdings Inc. will sell the
mortgage loans to the depositor.

Depositor

Structured Asset Securities Corporation, a
Delaware special purpose corporation, will sell the
mortgage loans to the issuing entity. The depositor’s
address is 745 Seventh Avenue, New York, New
York 10019, and its telephone number is (212) 526-
7000.

Issuing Entity

Structured Asset Securities Corporation
Mortgage Loan Trust 2007-BC3, a common law trust
formed under the laws of the State of New York.

Trustee

U.S. Bank National Association will act as
trustee of the trust fund.

Securities Administrator

Wells Fargo Bank, N.A. will be responsible
for preparing monthly distribution statements and
certain tax information for investors and certain tax
filings for the trust fund.

Master Servicer

Aurora Loan Services LLC will oversee the
servicing of the mortgage loans by the servicers.

Primary Servicers

On the closing date, JPMorgan Chase Bank,
National Association and Wells Fargo Bank, N.A.
will service approximately 60.64% and 29.49%,
respectively, of the mortgage loans included in the
trust fund. Other servicers of the mortgage loans
include various banks and other lending institutions,
none of which will service 10% or more of the
mortgage loans in the trust fund or in either pool 1 or
pool 2.
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Credit Risk Manager

Clayton Fixed Income Services Inc. will
monitor and advise the servicers with respect to
default management of the mortgage loans and also
prepare certain loan-level reports for the trust fund
which will be available for review by
certificateholders.

Originators

BNC Mortgage LLC and People’s Choice
Home Loan, Inc. originated approximately 60.95%
and 16.60%, respectively, of the mortgage loans to be
included in the trust fund. The remainder of the
mortgage loans in the trust fund were originated by
various other banks, savings and loans and other
mortgage lending institutions, none of which
originated 10% or more of the mortgage loans in the
trust fund. See “Risk Factors-Information Regarding
Mortgage Loans Originated by People’s Choice
Home Loans Inc.

Swap Counterparty

Swiss Re Financial Products Corporation.
Cap Counterparty

Swiss Re Financial Products Corporation.

The Certificates

The certificates offered by this prospectus
supplement will be issued with the initial
approximate characteristics set forth under “The
Offered Certificates” in the table on page S-1.

The offered certificates will be issued in
book-entry form. The minimum denominations and
the incremental denominations of each class of
offered certificates are set forth in the table on
page S-2.

The certificates represent ownership
interests in a trust fund, the assets of which will
consist primarily of conventional, adjustable and
fixed rate, fully amortizing and balloon, first lien,
residential mortgage loans having a total principal
balance as of the cut-off date, which is May 1, 2007,
of approximately $823,333,142. In addition, the
supplemental interest trust will hold an interest rate
swap agreement and an interest rate cap agreement
for the benefit of the certificateholders, and the final
maturity reserve trust will hold the final maturity

reserve account for the benefit of the
certificateholders.

For purposes of allocating payments of
interest and principal to certificateholders, the
mortgage loans to be included in the trust fund will
be divided into two mortgage pools: “pool 1”” and
“pool 2.” Pool 1 will consist of those mortgage loans
in the trust fund with original principal balances that
do not exceed the applicable Fannie Mae maximum
original loan amount limitations for one- to four-
family first lien residential mortgaged properties.
Pool 2 will consist of mortgage loans with original
principal balances that may be less than, equal to, or
in excess of, Fannie Mae original loan amount
limitations for one- to four- family first lien
residential mortgaged properties.

The classes of certificates will have different
cash flow sources and payment priorities which are
reflected in the following general designations:

group 1 senior certificates: Collectively, the Class 1-
Al, Class 1-A2, Class 1-A3 and Class 1-A4
Certificates.

group 2 senior certificates: Collectively, the Class 2-
Al, Class 2-A2, Class 2-A3 and Class 2-A4
Certificates.

Senior certificates: Collectively, the group 1 senior
certificates and the group 2 senior certificates.

Class M certificates: Collectively, the Class 1-M1,
Class 2-M1, Class 1-M2, Class 2-M2, Class 1-M3,
Class 2-M3, Class 1-M4, Class 2-M4, Class 1-M5,
Class 2-M5, Class M6, Class M7, Class M8 and
Class M9 Certificates.

Class M1 certificates: Collectively, the Class 1-M1
and Class 1-M2 Certificates.

Class M2 certificates: Collectively, the Class 2-M1
and Class 2-M2 Certificates.

Class M3 certificates: Collectively, the Class 1-M3
and Class 2-M3 Certificates.

Class M4 certificates: Collectively, the Class 1-M4
and Class 2-M4 Certificates.

Class M5 certificates: Collectively, the Class 1-M5
and Class 2-M5 Certificates.
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group 1 subordinate certificates: Collectively, the
Class 1-M1, Class 1-M2, Class 1-M3, Class 1-M4
and Class 1-M5 Certificates.

group 2 subordinate certificates: Collectively, the
Class 2-M1, Class 2-M2, Class 2-M3, Class 2-M4
and Class 2-MS5 Certificates.

group subordinate certificates: Collectively, the
group 1 subordinate certificates and the group 2
subordinate certificates.

group 1 certificates: Collectively, the group 1 senior
certificates and the group 1 subordinate certificates.

group 2 certificates: Collectively, the group 2 senior
certificates and the group 2 subordinate certificates.

Class B certificates: Collectively, the Class Bl and
Class B2 Certificates.

offered subordinate certificates: The Class M
Certificates.

Subordinate certificates: Collectively, the Class M
and the Class B certificates.

Payments of principal and interest on the
group 1 senior certificates and the group 1
subordinate certificates will be based primarily on
collections from pool 1 mortgage loans. Payments of
principal and interest on the group 2 senior
certificates and the group 2 subordinate certificates
will be based primarily on collections from pool 2
mortgage loans. Payments of principal and interest
on the Class M6, Class M7, Class M8, Class M9,
Class B1 and Class B2 Certificates will be based on
collections from both mortgage pools as described in
this prospectus supplement.

The rights of the holders of the group 1
subordinate certificates to receive payments of
principal and interest will be subordinate to the rights
of holders of senior certificates and those other
classes of the group 1 subordinate certificates and the
group 2 subordinate certificates having a lower
numerical class designation. The rights of the
holders of the group 2 subordinate certificates to
receive payments of principal and interest will be
subordinate to the rights of holders of senior
certificates and those other classes of the group 2
subordinate certificates and the group 1 subordinate
certificates having a lower numerical class
designation. The rights of the holders of the Class
M6, Class M7, Class M8 and Class M9 Certificates

to receive payments of principal and interest will be
subordinate to the rights of holders of senior
certificates and any Class M certificate with a lower
numerical class designation. The rights of the
holders of the Class B1 and Class B2 Certificates to
receive payments of principal and interest will be
subordinate to the rights of holders of the senior
certificates, Class M certificates and any Class B
certificate with a lower numerical class designation.

See the Summary of Terms under
“Enhancement of Likelihood of Payment on the
Certificates—Subordination of Payments.”

The Class P Certificates will be entitled to
receive all the cash flow from the mortgage pools
solely arising from prepayment premiums paid by the
borrowers on certain voluntary, full and partial
prepayments of the mortgage loans. Accordingly,
these amounts will not be available for payments to
the servicers or to holders of other classes of
certificates.

The Class X Certificates will be entitled to
receive any monthly excess cashflow remaining after
required distributions are made to the swap
counterparty, the senior certificates and the
subordinate certificates.

The Class B1, Class B2, Class X, Class P,
Class LT-R and Class R Certificates are not offered
by this prospectus supplement.

The offered certificates will have an
approximate total initial principal amount of
$788,341,000. Any difference between the total
principal amount of the offered certificates on the
date they are issued and the approximate total
principal amount of the offered certificates as
reflected in this prospectus supplement will not
exceed 5%.

Payments on the Certificates

Principal and interest on the certificates will
be paid on the 25th day of each month, beginning in
June 2007. However, if the 25th day is not a business
day, payments will be made on the next business day
after the 25th day of the month.
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Interest Payments
Amounts Available for Interest Payments

Interest will accrue on each class of offered
certificates at the applicable annual rates described
below:

e group I certificates: for any class of group 1
certificates, the lesser of (1) the applicable
annual rate as described in the table on page S-1
for such class and (2) with respect to any
distribution date on which any of the group 2
certificates are outstanding, the pool 1 net funds
cap; and after the distribution date on which the
class principal amounts of all classes of group 2
certificates have each been reduced to zero, the
subordinate net funds cap.

o group 2 certificates: for any class of group 2
certificates, the lesser of (1) the applicable
annual rate as described in the table on page S-1
for such class and (2) with respect to any
distribution date on which any of the group 1
certificates are outstanding, the pool 2 net funds
cap; and after the distribution date on which the
class principal amount of all classes of group 1
certificates has been reduced to zero, the
subordinate net funds cap.

e  Class M6, Class M7, Class M8, Class M9, Class
B1 and Class B2 certificates: the lesser of (1) the
applicable annual rate as described in the table
on page S-1 for such class and (2) the
subordinate net funds cap.

If the option to purchase the mortgage loans
is not exercised by the master servicer on the initial
optional termination date as described under “—The
Mortgage Loans—Optional Purchase of the
Mortgage Loans” below, then with respect to the next
distribution date and each distribution date thereafter,
the annual rate in clause (1) of each interest rate
formula set forth above will be increased for each
class of offered certificates to the applicable annual
rate as described in the table on page S-1, subject in
each case to the applicable net funds cap.

See “—The Mortgage Loans—Optional
Purchase of the Mortgage Loans” below.

The pool 1 net funds cap is a limitation
generally based on the weighted average mortgage
rate of the pool 1 mortgage loans during the
applicable collection period, net of certain fees and

expenses of the trust fund, any net swap payments or
swap termination payments (not due to a breach by
the swap counterparty or certain termination events
where the swap counterparty is the sole affected
party) owed to the swap counterparty allocable to
pool 1 and any final maturity reserve amount
deposited into the final maturity reserve account
allocable to pool 1. The pool 2 net funds cap is a
limitation generally based on the weighted average
mortgage rate of the pool 2 mortgage loans during the
applicable collection period, net of certain fees and
expenses of the trust fund, any net swap payments or
swap termination payments (not due to a breach by
the swap counterparty or certain termination events
where the swap counterparty is the sole affected
party) owed to the swap counterparty allocable to
pool 2 and any final maturity reserve amount
deposited into the final maturity reserve account
allocable to pool 2. The subordinate net funds cap is
generally the weighted average of the pool 1 net
funds cap and the pool 2 net funds cap.

See “Description of the Certificates—
Distributions of Interest—Interest Distribution
Priorities” in this prospectus supplement for the
priority of payment of interest and “Glossary of
Defined Terms” in this prospectus supplement for a
description of the defined terms relevant to the
payment of interest.

Priority of Interest Payments

The key payment concept for payments of
interest is the “interest remittance amount,” which is,
generally, for any distribution date and any mortgage
pool, the amount of interest collected or advanced by
the servicers on the mortgage loans in that mortgage
pool during the related collection period, plus other
amounts collected or recovered (such as insurance
proceeds) which are allocated to interest, but minus
the servicing fees and certain costs reimbursable to
the trustee, the servicers, the master servicer, the
securities administrator and the custodians.

See “Glossary of Defined Terms” in this
prospectus supplement for a description of the
inferest remittance amount.

On each distribution date (or, in the case of
payments to the swap counterparty, the business day
prior to each distribution date), the interest remittance
amount for each mortgage pool will be paid in the
following order of priority:

first, to the interest rate swap account, any
net swap payment or swap termination payment (not

S-6




due to a breach by the swap counterparty or certain
termination events where the swap counterparty is the
sole affected party) owed to the swap counterparty, to
be paid from each of pool 1 and pool 2 interest
collections in proportion to the total principal balance
of the mortgage loans in each mortgage pool and then
from the unrelated mortgage pool to the extent not
paid;

second, on each distribution date beginning
in June 2017 and thereafter, to the final maturity
reserve account, the related final maturity reserve
amount from each of pool 1 and pool 2 and then from
the unrelated mortgage pool to the extent not paid;

third, concurrently, (a) from pool 1 interest
collections, to the group 1 senior certificates, on a pro
rata basis, based on the interest entitlements of each
such class, current interest due and any interest
unpaid from the previous distribution date and (b)
from pool 2 interest collections, to the group 2 senior
certificates, on a pro rata basis, based on the interest
entitlements of each such class, current interest due
and any interest unpaid from the previous distribution
date, provided that any interest collections remaining
after the payments in clauses (a) and (b) have been
made, will be applied to pay interest due and not paid
to the senior certificates related to the other mortgage
pool;

fourth, concurrently to the group 1
subordinate certificates and the group 2 subordinate
certificates, as follows:

(a) from pool 1 interest collections, current
interest due and any interest unpaid from the previous
distribution dates to the Class 1-M1, Class 1-M2,
Class 1-M3, Class 1-M4 and Class 1-MS5 Certificates,
sequentially and in that order; provided, however, if
the interest entitlement allocable to any class of
group 2 subordinate certificates remains unpaid (after
application of clause (b) below), any pool 1 interest
collections remaining after the equivalent class (i.e., a
class of the same numerical class designation) of the
group 1 subordinate certificates has been paid its
interest entitlement, shall be paid to the equivalent
class of the group 2 subordinate certificates up to its
interest entitlement; and

(b) from pool 2 interest collections, current
interest due and any interest unpaid from the previous
distribution dates to the Class 2-M1, Class 2-M2,
Class 2-M3, Class 2-M4 and Class 2-M5 Certificates,
sequentially and in that order; provided, however, if
the interest entitlement allocable to any class of
group 1 subordinate certificates remains unpaid (after

application of clause (a) above), any pool 2 interest
collections remaining after the equivalent class of the
group 2 subordinate certificates has been paid its
interest entitlement, shall be paid to the equivalent
class of the group 1 subordinate certificates up to its
interest entitlement;

fifth, to each class of Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, current
interest due and any interest unpaid for each such
class from the previous distribution date;

sixth, to the credit risk manager, the credit
risk manager’s fee;

seventh, to the trustee, certain unreimbursed
extraordinary costs; and

eighth, any remaining amount of interest
remittance amount will be applied as part of monthly
excess cashflow for that distribution date, as
described under “—Enhancement of Likelihood of
Payment on the Certificates—Application of Excess
Cashflow” below.

See “Description of the Certificates—
Distributions of Interest—Interest Distribution
Priorities” in this prospectus supplement for a
complete description of the priority of payment of
interest.

Principal Payments
Amounts Available for Principal Payments

The amount of principal payable to the
offered certificates will be determined by (1)
formulas that allocate portions of principal payments
received on the mortgage loans from both mortgage
pools and among the different certificate classes, (2)
funds received on the mortgage loans that are
available to make principal payments on the
certificates, (3) the application of excess interest from
both mortgage pools to pay principal on the
certificates and (4) any amounts released from the
final maturity reserve account on the earlier of the
final scheduled distribution date and the termination
of the trust fund to pay principal on the certificates.
Funds received on the mortgage loans may consist of
(1) expected monthly scheduled payments or (2)
unexpected payments resulting from prepayments or
defaults by borrowers, liquidation of defaulted
mortgage loans or repurchases of mortgage loans
under the circumstances described in this prospectus
supplement.
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The manner of allocating payments of
principal on the mortgage loans will differ, as
described in this prospectus supplement, depending
upon the occurrence of several different events or
triggers:

e whether a distribution date occurs before or on or
after the “stepdown date,” which is the earlier of
(A) the first distribution date following the
distribution date on which the class principal
amounts of all the senior certificates have been
paid to zero or (B) the later of (1) the distribution
date in June 2010 and (2) the first distribution
date on which the ratio of (a) the total principal
balance of the subordinate certificates plus any
overcollateralization amount to (b) the total
principal balance of the mortgage loans in the
trust fund equals or exceeds the percentage
specified in this prospectus supplement;

e whether a “cumulative loss trigger event” occurs,
which is when cumulative losses on the
mortgage loans are higher than certain levels
specified in this prospectus supplement; and

e whether a “delinquency event” occurs, which is
when the rate of delinquencies of the mortgage
loans over any three-month period is higher than
certain levels set forth in this prospectus
supplement.

See “Description of the Certificates—
Distributions of Principal—Principal Distribution
Priorities” in this prospectus supplement for the
priority of payment of principal and “Glossary of
Defined Terms” in this prospectus supplement for a
description of the defined terms relevant to the
payment of principal.

Priority of Principal Payments

The key payment concept for payments of
principal is the “principal distribution amount,”
which is, generally, for any distribution date and
either mortgage pool, the amount of principal
collected or advanced by the servicers on the
mortgage loans in that mortgage pool during the
related collection period, including any prepayments
in full or in part collected during the related
prepayment period, plus other amounts collected or
recovered (such as insurance proceeds) which are
allocated to principal, but minus certain costs
reimbursable to the trustee, the servicers, the master
servicer, the securities administrator and the
custodians.

See “Glossary of Defined Terms” in this
prospectus supplement for a description of the
principal distribution amount.

A. On each distribution date (or, in the case
of payments to the swap counterparty, the business
day prior to each distribution date) which occurs (a)
before the stepdown date or (b) when a trigger event
is in effect, the principal distribution amount for each
mortgage pool will be paid in the following order of
priority:

first, to the interest rate swap account, any
net swap payment or swap termination payment (not
due to a breach by the swap counterparty or certain
termination events where the swap counterparty is the
sole affected party) owed to the swap counterparty to
be paid from each of the pool 1 and pool 2 principal
collections in proportion to the total principal balance
of the mortgage loans of each mortgage pool (to the
extent those amounts were not paid previously or
were not paid from the interest remittance amount);

second, to the interest rate swap account, the
amount of any net swap payment or swap termination
payment (not due to a breach by the swap
counterparty or certain termination events where the
swap counterparty is the sole affected party) owed to
the swap counterparty to the extent not paid from the
other mortgage pool (to the extent that those amounts
were not paid previously or were not paid from the
interest remittance amount);

third, on a concurrent basis, (i) all principal
collections from the pool 1 mortgage loans will be
paid to the Class 1-A1, Class 1-A2, Class 1-A3 and
Class 1-A4 Certificates, sequentially and in that
order, until each such class has been paid to zero and
(i1) all principal collections from the pool 2 mortgage
loans will be paid to the Class 2-A1, Class 2-A2,
Class 2-A3 and Class 2-A4 Certificates, sequentially
and in that order, until each such class has been paid
to zero; provided, however, if all such classes of one
group have been paid to zero, all principal collections
from the related mortgage pool will be allocated to
the class or classes of the remaining group, until all
such class or classes have been reduced to zero;

fourth, on a concurrent basis, (i) all principal
collections from the pool 1 mortgage loans will be
paid to the Class 1-M1, Class 1-M2, Class 1-M3,
Class 1-M4 and Class 1-M5 Certificates, sequentially
and in that order, until each such class has been paid
to zero and (ii) all principal collections from the pool
2 mortgage loans will be paid to the Class 2-M1,
Class 2-M2, Class 2-M3, Class 2-M4 and Class 2-M5
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Certificates, sequentially and in that order, until each
such class has been paid to zero; provided, however,
if any class of group subordinate certificates has been
paid to zero before the class of equivalent priority
from the other group subordinate certificates has been
reduced to zero, all principal collections from the
related mortgage pool will be allocated to the
equivalent class of the remaining group, until such
class has been reduced to zero, prior to any amounts
in the related mortgage pool being allocated to a
related class of lower priority;

fifth, to each class of Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, until each
such class has been paid to zero; and

sixth, any remaining amount of the principal
distribution amount will be applied as part of
monthly excess cashflow for that distribution date, as
described under “—FEnhancement of Likelihood of
Payment on the Certificates—Application of Excess
Cashflow” below.

B. On each distribution date (or, in the case
of payments to the swap counterparty, the business
day prior to each distribution date) which occurs (a)
on or after the stepdown date and (b) when a trigger
event is not in effect, the principal distribution
amount for each mortgage pool will be paid in the
following order of priority:

first, to the interest rate swap account, any
net swap payment or swap termination payment (not
due to a breach by the swap counterparty or certain
termination events where the swap counterparty is the
sole affected party) owed to the swap counterparty to
be paid from each of the pool 1 and pool 2 principal
collections in proportion to the total principal balance
of the mortgage loans of each mortgage pool (to the
extent those amounts were not paid previously or
were not paid from the interest remittance amount);

second, to the interest rate swap account, the
amount of any net swap payment or swap termination
payment (not due to a breach by the swap
counterparty or certain termination events where the
swap counterparty is the sole affected party) owed to
the swap counterparty to the extent not paid from the
other mortgage pool (to the extent that those amounts
were not paid previously or were not paid from the
interest remittance amount);

third, on a concurrent basis, to the senior
certificates of each group in the same manner as
provided in priority third in clause A. above, except

that principal collections will only be allocated to
each class of senior certificates in an amount
necessary to maintain a credit enhancement target;

fourth, on a concurrent basis, to the group
subordinate certificates of each group in the same
manner as provided in priority fourth in clause A.
above, except that principal collections will only be
allocated to each class of group subordinate
certificates in an amount necessary to maintain a
credit enhancement target;

fifth, to each class of Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, until each
such class has been paid to maintain certain credit
enhancement targets; and

sixth, any remaining amount of principal
distribution amount will be applied as part of
monthly excess cashflow for that distribution date, as
described under “—Enhancement of Likelihood of
Payment on the Certificates—Application of Excess
Cashflow” below.

See “Description of the Certificates—
Distributions of Principal—Principal Distribution
Priorities” and “Glossary of Defined Terms” in this
prospectus supplement for a complete description of
the priority of payment of principal and for a
description of the terms relating to the payment of
principal, respectively.

The Interest Rate Swap Agreement

The trustee, on behalf of the supplemental
interest trust, will enter into an interest rate swap
agreement with Swiss Re Financial Products
Corporation, as swap counterparty. Under the
interest rate swap agreement, one business day prior
to each distribution date, beginning in July 2007 and
ending in May 2013, the supplemental interest trust
will be obligated to make fixed payments at the
applicable rate of payment owed by the trust fund,
which will range from 4.97% to 5.44% annually, as
described in this prospectus supplement, and the
swap counterparty will be obligated to make floating
payments at LIBOR (as determined under the interest
rate swap agreement), in each case calculated on a
scheduled notional amount and adjusted to a monthly
basis. To the extent that a fixed payment exceeds the
floating payment relating to any distribution date,
amounts otherwise available to certificateholders will
be applied to make a net swap payment to the swap
counterparty, and to the extent that a floating
payment exceeds the fixed payment on any
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distribution date, the swap counterparty will owe a
net swap payment to the supplemental interest trust.

Any net amounts received under the interest
rate swap agreement will be deposited into the
interest rate swap account and will generally be paid
on each distribution date (or, in the case of payments
to the swap counterparty, the business day prior to
each distribution date) in the following order of
priority:

first, to the swap counterparty, any net swap
payment owed to the swap counterparty, and then any
unpaid swap termination payment (not due to a
breach by the swap counterparty or certain
termination events where the swap counterparty is the
sole affected party) owed to the swap counterparty;

second, to the senior certificates, pro rata,
based on the interest entitlements of each such class,
and then to the Class M1, Class M2, Class M3, Class
M4, Class M5, Class M6, Class M7, Class M8, Class
M9, Class B1 and Class B2 Certificates, sequentially,
in that order, any interest which is unpaid under the
interest payment priorities;

third, to the offered certificates and the
Class B1 and Class B2 Certificates, in accordance
with the principal payment priorities in effect for
such distribution date as described in “Payments on
the Certificates—Principal Payments—Priority of
Principal Payments” above, the amount of principal
necessary to maintain certain credit enhancement
targets;

fourth, to each class of Class M1, Class M2,
Class M3, Class M4, Class M5, Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, any “deferred
amounts,” which generally are amounts in respect of
any unpaid realized losses previously allocated to
those certificates;

fifth, to the senior certificates, on a pro rata
basis, based on the amounts of basis risk shortfalls
for each such class, and then to the Class M1, Class
M2, Class M3, Class M4, Class M5, Class M6, Class
M7, Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, any basis risk
shortfalls or any unpaid basis risk shortfalls on those
classes;

sixth, for the purchase of any replacement
interest rate swap agreement (if necessary);

seventh, to the swap counterparty, any
unpaid swap termination payment owed to the swap
counterparty which was due to a breach by the swap
counterparty or certain termination events where the
swap counterparty is the sole affected party; and

eighth, to the Class X Certificates.

In the case of priorities second, third, fourth
and fifth, allocations of payments to the group
subordinate certificates will be allocated to each class
of equivalent priority on a pro rata basis.

See “Description of the Certificates—
Supplemental Interest Trust—Interest Rate Swap
Agreement” and “—Application of Deposits and
Payments Received by the Supplemental Interest
Trust—Interest Rate Swap Agreement” in this
prospectus supplement.

The Interest Rate Cap Agreement

The trustee, on behalf of the supplemental
interest trust, will enter into an interest rate cap
agreement with Swiss Re Financial Products
Corporation., as cap counterparty. Under the interest
rate cap agreement, on the business day prior to each
distribution date, beginning on the distribution date in
July 2008 and ending on the distribution date in May
2012, the cap counterparty will be obligated to make
payments to the supplemental interest trust if one-
month LIBOR (as determined under the interest rate
cap agreement) moves above 6.50%, in each case
calculated on a scheduled notional amount and
adjusted to a monthly basis.

Any amounts received under the interest rate
cap agreement will be deposited into the interest rate
cap account and will generally be paid on each
distribution date in the following order of priority:

first, to the senior certificates, pro rata,
based on the interest entitlements of each such class,
and then to the Class M1, Class M2, Class M3, Class
M4, Class M5, Class M6, Class M7, Class M8, Class
M9, Class B1 and Class B2 Certificates, sequentially,
in that order, any interest which remains unpaid
under the interest payment priorities and the interest
rate swap payment priorities for that distribution date;

second, to the offered certificates and the
Class B1 and Class B2 Certificates, in accordance
with the principal payment priorities in effect for
such distribution date as described in “Payments on
the Certificates—Principal Payments—Priority of
Principal Payments” above, the amount of principal




necessary to maintain certain credit enhancement
targets;

third, to each class of Class M1, Class M2,
Class M3, Class M4, Class M5, Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, any “deferred
amounts” which generally are amounts in respect of
any unpaid realized losses previously allocated to
those certificates;

fourth, to the senior certificates, on a pro
rata basis, based on the amount of basis risk
shortfalls for each such class, and then to the Class
M1, Class M2, Class M3, Class M4, Class M5, Class
M6, Class M7, Class M8, Class M9, Class B1 and
Class B2 Certificates, sequentially, in that order, any
basis risk shortfalls or any unpaid basis risk shortfalls
on those classes;

fifth, for the purchase of any replacement
interest rate cap agreement (if necessary); and

sixth, to the Class X Certificates.

In the case of priorities first, second, third
and fourth, allocations of payments to the group
subordinate certificates will be allocated to each class
of equivalent priority on a pro rata basis.

See “Description of the Certificates—
Supplemental Interest Trust—Interest Rate Cap
Agreement” and “—Application of Deposits and
Payments Received by the Supplemental Interest
Trust—Interest Rate Cap Agreement” in this
prospectus supplement.

Limited Recourse

The only sources of cash available to make
interest and principal payments on the certificates
will be the assets of the trust fund, the supplemental
interest trust and the final maturity reserve trust. The
trust fund will have no source of cash other than
collections and recoveries of the mortgage loans
through insurance or otherwise. No other entity will
be required or expected to make any payments on the
certificates.

Enhancement of Likelihood of Payment on the
Certificates

In order to enhance the likelihood that
holders of more senior classes of certificates will
receive regular distributions of interest and principal,
the payment structure of this securitization includes

excess interest and the application of excess
cashflow, overcollateralization, subordination, loss
allocation and limited cross-collateralization features,
an interest rate swap agreement and an interest rate
cap agreement.

The Class B2 Certificates are more likely to
experience losses than the Class B1, Class M9, Class
MBS, Class M7, Class M6, Class M5, Class M4, Class
M3, Class M2 and Class M1 Certificates and the
senior certificates. The Class B1 Certificates are
more likely to experience losses than the Class M9,
Class M8, Class M7, Class M6, Class M5, Class M4,
Class M3, Class M2 and Class M1 Certificates and
the senior certificates. The Class M9 Certificates are
more likely to experience losses than the Class M8,
Class M7, Class M6, Class M5, Class M4, Class M3,
Class M2 and Class M1 Certificates and the senior
certificates. The Class M8 Certificates are more
likely to experience losses than the Class M7, Class
M6, Class M5, Class M4, Class M3, Class M2 and
Class M1 Certificates and the senior certificates. The
Class M7 Certificates are more likely to experience
losses than the Class M6, Class M5, Class M4, Class
M3, Class M2 and Class M1 Certificates and the
senior certificates. The Class M6 Certificates are
more likely to experience losses than the Class M5,
Class M4, Class M3, Class M2 and Class M1
Certificates and the senior certificates. The Class M5
Certificates are more likely to experience losses than
the Class M4, Class M3, Class M2 and Class M1
Certificates and the senior certificates. The Class M4
Certificates are more likely to experience losses than
the Class M3, Class M2 and Class M1 Certificates
and the senior certificates. The Class M3 Certificates
are more likely to experience losses than the Class
M2 and Class M1 Certificates and the senior
certificates. The Class M2 Certificates are more
likely to experience losses than the Class M1
Certificates and the senior certificates. The Class M1
Certificates are more likely to experience losses than
the senior certificates.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support,” “Description of the Certificates—Credit
Enhancement” and “—Supplemental Interest Trust”
in this prospectus supplement for a more detailed
description of excess interest, overcollateralization,
subordination, loss allocation, limited cross-
collateralization, the interest rate cap agreement and
the interest rate swap agreement.
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Subordination of Payments

The group 1 senior certificates and the group
2 senior certificates will have a payment priority as a
group over all other certificates. The Class 1-M1
Certificates will have a payment priority over the
Class M2, Class M3, Class M4, Class M5, Class M6,
Class M7, Class M8, Class M9, Class B1 and Class
B2 Certificates; the Class 1-M2 Certificates will have
a payment priority over the Class M3, Class M4,
Class M5, Class M6, Class M7, Class M8, Class M9,
Class B1 and Class B2 Certificates; the Class 1-M3
Certificates will have a payment priority over the
Class M4, Class M5, Class M6, Class M7, Class M8,
Class M9, Class B1 and Class B2 Certificates; the
Class 1-M4 Certificates will have a payment priority
over the Class M5, Class M6, Class M7, Class M8,
Class M9, Class B1 and Class B2 Certificates and the
Class 1-M5 Certificates will have a payment priority
over the Class M6, Class M7, Class M8, Class M9,
Class B1 and Class B2 Certificates. Similarly, the
Class 2-M1 Certificates will have a payment priority
over the Class M2, Class M3, Class M4, Class M5,
Class M6, Class M7, Class M8, Class M9, Class B1
and Class B2 Certificates; the Class 2-M2
Certificates will have a payment priority over the
Class M3, Class M4, Class M5, Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates; the Class 2-M3 Certificates will have a
payment priority over the Class M4, Class M5, Class
M6, Class M7, Class M8, Class M9, Class B1 and
Class B2 Certificates; the Class 2-M4 Certificates
will have a payment priority over the Class M5, Class
M6, Class M7, Class M8, Class M9, Class Bl and
Class B2 Certificates; and the Class 2-M5
Certificates will have a payment priority over the
Class M6, Class M7, Class M8, Class M9, Class Bl
and Class B2 Certificates; the Class M6 Certificates
will have a payment priority over the Class M7, Class
MS, Class M9, Class B1 and Class B2 Certificates;
the Class M7 Certificates will have a payment
priority over the Class M8, Class M9, Class B1 and
Class B2 Certificates; the Class M8 Certificates will
have a payment priority over the Class M9, Class B1
and Class B2 Certificates; the Class M9 Certificates
will have a payment priority over the Class B1 and
Class B2 Certificates; and the Class B1 Certificates
will have a payment priority over the Class B2
Certificates. Each class of offered certificates and the
Class B1 and Class B2 Certificates will have a
payment priority over the Class X, Class LT-R and
Class R Certificates.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support” and “Description of the Certificates—

Credit Enhancement—Subordination” in this
prospectus supplement.

Allocation of Losses

As described in this prospectus supplement,
amounts representing losses on the mortgage loans
(to the extent that those losses exceed any monthly
excess cashflow and any overcollateralization, as
described in this prospectus supplement) will be
applied to reduce the principal amount of the
subordinate class of certificates still outstanding that
has the lowest payment priority, until the principal
amount of that class of certificates has been reduced
to zero. For example, losses in excess of
overcollateralization and excess cashflow will first be
allocated in reduction of the principal amount of the
Class B2 Certificates, until it is reduced to zero, then
in reduction of the principal amount of the Class B1
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M9
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M8
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M7
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M6
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M5
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M4
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M3
Certificates until it is reduced to zero, then in
reduction of the principal amount of the Class M2
Certificates until it is reduced to zero and finally in
reduction of the principal amount of the Class M1
Certificates until it is reduced to zero. Allocations of
losses to any class of group subordinate certificates
will be allocated pro rata, to each class of equivalent
priority based on their respective outstanding class
principal amounts. If a loss has been allocated to
reduce the principal amount of a subordinate
certificate, it is unlikely that investors will receive
any payment in respect of that reduction. Amounts
representing losses on the mortgage loans will not be
applied to the senior certificates; however, if the
applicable subordination is insufficient to absorb
losses, then holders of senior certificates may incur
losses and may never receive all of their principal
payments.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support” and “Description of the Certificates—
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Credit Enhancement—Application of Realized
Losses” in this prospectus supplement.

Overcollateralization

On the closing date, the total principal
balance of the mortgage loans in the trust fund is
expected to exceed the total principal amount of the
offered certificates and the Class B1 and Class B2
Certificates by approximately $14,820,142, which
represents approximately 1.80% of the total principal
balance of the mortgage loans in the trust fund as of
the cut-off date. This condition is referred to in this
prospectus supplement as “overcollateralization.”
Thereafter, to the extent described in this prospectus
supplement, a portion of excess interest may be
applied to pay principal on the certificates to the
extent needed to maintain the required level of
overcollateralization. We cannot, however, assure
you that sufficient interest will be generated by the
mortgage loans to maintain any level of
overcollateralization.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support” and “Description of the Certificates—
Credit Enhancement—QOvercollateralization” in this
prospectus supplement.

Limited Cross-Collateralization

Under certain limited circumstances,
principal payments on the mortgage loans in a
mortgage pool may be distributed as principal to
holders of the senior certificates or the group
subordinate certificates corresponding to the other
mortgage pool.

If the senior certificates relating to one
mortgage pool have been retired, then principal
payments on the mortgage loans relating to the
retired senior certificates will be distributed to the
remaining senior certificates of the other mortgage
pool, if any, before being distributed to the
subordinate classes of certificates.

If a class of group subordinate certificates
relating to one mortgage pool has been retired, then
principal payments on the mortgage loans relating to
such retired class will be distributed to the equivalent
class of group subordinate certificates relating to the
other mortgage pool of equivalent priority, if any,
before being distributed to a class of group
subordinate certificates of lower payment priority.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support” and “Description of the Certificates—
Distributions of Principal” in this prospectus
supplement.

Excess Interest

The mortgage loans bear interest each month
that in the aggregate is expected to exceed the
amount needed to pay monthly interest on the offered
certificates and the Class B1 and Class B2
Certificates, certain fees and expenses of the trust
fund, any net swap payments owed to the swap
counterparty and on and after the distribution date in
June 2017, amounts deposited in the final maturity
reserve account. This “excess interest” received from
the mortgage loans each month will be available to
absorb realized losses on the mortgage loans and to
maintain the required level of overcollateralization,
as described below under “—Application of Excess
Cashflow.”

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support” and “Description of the Certificates—
Credit Enhancement—EXxcess Interest” in this
prospectus supplement.

Application of Excess Cashflow

The amount of any excess interest, together
with (a) any excess amounts of overcollateralization
not needed to maintain the required level of
overcollateralization as specified by the rating
agencies and (b) certain amounts of the principal
distribution amount not paid to the certificates will be
applied as “excess cashflow” in order to pay principal
on the offered certificates and the Class B1 and Class
B2 Certificates, to absorb realized losses on the
mortgage loans, to maintain the required level of
overcollateralization and to pay interest shortfalls.

Any excess cashflow will be paid on each
distribution date in the following order of priority:

first, the excess cashflow will be paid as
principal to the offered certificates and the Class B1
and Class B2 Certificates, generally in accordance
with the principal payment priorities summarized
under “—Payments on the Certificates—Principal
Payments—Priority of Principal Payments” above in
an amount necessary to maintain certain credit
enhancement targets;




second, to each class of Class M1, Class
M2, Class M3, Class M4, Class M5, Class M6, Class
M7, Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, as “deferred
amounts,” which generally are amounts in respect of
any unpaid realized losses previously allocated to
those certificates;

third, to the senior certificates, on a pro rata
basis, based on the amount of basis risk shortfalls for
each such class, and then to the Class M1, Class M2,
Class M3, Class M4, Class M5, Class M6, Class M7,
Class M8, Class M9, Class B1 and Class B2
Certificates, sequentially, in that order, to pay any
basis risk shortfalls or any unpaid basis risk shortfalls
on those classes;

fourth, to the swap counterparty, any unpaid
swap termination payment owed to the swap
counterparty which was due to a breach by the swap
counterparty or to certain termination events where
the swap counterparty is the sole affected party; and

fifth, any remaining excess cashflow will be
paid to various certificates not offered by this
prospectus supplement, including residual
certificates.

In the case of priorities first, second and
third, allocations of payments to any class of group
subordinate certificates will be made to each class of
equivalent priority on a pro rata basis.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support” and see also “Description of the
Certificates—Credit Enhancement—Application of
Monthly Excess Cashflow” in this prospectus
supplement for a complete description of the priority
of payment of excess cashflow.

The Interest Rate Swap Agreement

Any net swap payment received by the
supplemental interest trust under the interest rate
swap agreement will be applied to pay interest
shortfalls, maintain overcollateralization and repay
losses, as described in this prospectus supplement.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support—The Interest Rate Swap Agreement,”
“Description of the Certificates—Supplemental
Interest Trust—Interest Rate Swap Agreement” and
“—Application of Deposits and Payments Received

by the Supplemental Interest Trust—Interest Rate
Swap Agreement” in this prospectus supplement.

The Interest Rate Cap Agreement

Any payment received by the supplemental
interest trust under the interest rate cap agreement
will be applied to pay interest shortfalls, maintain
overcollateralization and repay losses, as described in
this prospectus supplement.

See “Risk Factors—Risks Related to Potential
Inadequacy of Credit Enhancement and Other
Support—The Interest Rate Cap Agreement,”

“Description of the Certificates—Supplemental
Interest Trust—Interest Rate Cap Agreement” and
“—Application of Deposits and Payments Received
by the Supplemental Interest Trust—Interest Rate
Cap Agreement” in this prospectus supplement.

Fees and Expenses

Before payments are made on the
certificates, the servicers will be paid a monthly fee
calculated at a fixed rate of 0.50% per annum on the
scheduled principal balance of the mortgage loans
serviced by that servicer (subject to reduction as
described in this prospectus supplement).

The master servicer will receive as
compensation all investment earnings on amounts on
deposit in the collection account and the certificate
account, after payment to the trustee, from the
certificate account, of any amount from the securities
administrators account. The trustee will be paid a
fixed annual fee from investment earnings on funds
held in the securities administration account. The
securities administrator will reserve as compensation
the investment income on funds held in the securities
administration account after payment of the trustee
fee and certain fees and expenses of the custodians.
After payments of interest on the certificates have
been made, the credit risk manager will be paid a
monthly fee calculated as 0.009% annually on the
total principal balance of the mortgage loans.

Fees to the cap counterparty in consideration
of the cap counterparty’s entering into the interest
rate cap agreement will be paid by the seller on or
prior to the closing date and will not be payable from
the assets of the trust fund.

Fees and expenses of the servicers, the
custodians, the securities administrator and the
master servicer will be reimbursed before payments
are made on the certificates. Expenses of the trustee
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will be reimbursed up to a specified amount annually
before payments are made on the certificates; any
additional unpaid expenses will be paid to the trustee
after payments of interest on the certificates and
payment of the credit risk manager’s fee.

See “Fees and Expenses of the Trust Fund” in
this prospectus supplement.

Final Maturity Reserve Trust

For each distribution date on and after the
distribution date in June 2017, if the total principal
balance of the mortgage loans having forty-year
original terms to maturity is greater than the amount
specified on Annex D attached to this prospectus
supplement, a portion of interest collections
calculated as described below, to the extent available
after payment of certain fees and expenses of the trust
fund and any net swap payments owed to the swap
counterparty but before payment of interest to
certificateholders, will be deposited into the final
maturity reserve account, which is a separate trust
account maintained by the trustee on behalf of the
final maturity reserve trust. This required deposit
will be calculated as the lesser of (A) the product of
(x) a per annum rate of 0.80%, (y) the total
outstanding principal balance of the mortgage loans
with forty-year original terms to maturity in the
related mortgage pool on that distribution date and
(z) a fraction, the numerator of which is the actual
number of days in the related accrual period and the
denominator of which is 360 and (B) the product of
(a) the lesser of (1) the excess of (i) the total
outstanding principal balance of the mortgage loans
with forty-year original terms to maturity for that
distribution date over (ii) the amounts on deposit in
the final maturity reserve account or (2) the excess of
(x) the total certificate principal amount of the
offered certificates and the Class B1 and Class B2
Certificates after giving effect to distributions on that
distribution date over (y) the amounts on deposit in
the final maturity reserve account for that distribution
date and (b) a fraction, the numerator of which is the
pool balance for the related mortgage pool for that
distribution date and the denominator of which is the
total pool balance for that distribution date.

On the earlier of the final scheduled distribution
date and the termination of the trust fund, any
amounts on deposit in the final maturity reserve
account will be applied as payment of principal or
interest as described in this prospectus supplement.

See “Description of the Certificates—The Final
Maturity Reserve Trust” in this prospectus
supplement.

Final Scheduled Distribution Date

The final scheduled distribution date for the
offered certificates will be the distribution date
specified in the table on page S-2. The final
scheduled distribution date for the offered certificates
is based upon the second distribution date after the
date of the last scheduled payment of the latest
maturing thirty-year mortgage loan. The actual final
distribution date for each class of offered certificates
may be earlier or later, and could be substantially
earlier, than the final scheduled distribution date.

The NIMS Insurer

One or more insurance companies, referred
to herein collectively as the NIMS Insurer, may issue
a financial guaranty insurance policy covering certain
payments to be made on net interest margin securities
to be issued by a separate trust or other special
purpose entity and secured by all or a portion of the
Class P and Class X Certificates. In that event, the
NIMS Insurer will be able to exercise rights which
could adversely affect certificateholders.

We refer you to “Risk Factors—Rights of a
NIMS Insurer May Affect Securities” in the
prospectus for additional information concerning the
NIMS Insurer.

The Mortgage Loans
General

The assets of the trust fund will consist
primarily of two mortgage pools of conventional,
adjustable and fixed rate, fully amortizing and
balloon, first lien, residential mortgage loans with a
total principal balance as of the cut-off date of
approximately $823,333,142. Payments of principal
and interest on the group 1 senior certificates and the
group 1 subordinate certificates will be based
primarily on collections from pool 1 mortgage loans.
Payments of principal and interest on the group 2
senior certificates and the group 2 subordinate
certificates will be based primarily on collections
from pool 2 mortgage loans. Payments of principal
and interest on the Class M6, Class M7, Class M8,
Class M9, Class B1 and Class B2 Certificates will be
based on collections from both mortgage pools as
described herein. The mortgage loans will be secured
by mortgages, deeds of trust or other security
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instruments, all of which are referred to in this
prospectus supplement as mortgages.

The depositor expects that the mortgage loans
will have the following approximate characteristics
as of the cut-off date:
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Aggregate Mortgage Loan Summary

Range or Weighted Total
Total Average Percentage"

Number of Mortgage Loans...........cceceevieeenieneenieieeeeee. 3,747 — —
Number of Fixed Rate Mortgage Loans .........ccccecceeeuereeneennen. 886 — 20.98%
Number of Adjustable Rate Mortgage Loans.............ccocneeeee. 2,861 — 79.02%
Total Scheduled Principal Balance..............ccoocvevvieiieienneennnn. $823,333,142 — —
Scheduled Principal Balances.............ccccooveieieieieeeienennenn. $22,764 to $1,120,000 $219,731 —
Mortgage Rates.......oovuiiviiiiiiiiiieiiiecieeceee e 4.875% to 13.750% 8.108% —
Original Terms to Maturity (in months) ...........ccccoeeveeverieennnn. 180 to 480 360 —
Remaining Terms to Maturity (in months).............ccoecvervvennnnn. 169 to 479 357 —
Original Loan-to-Value Ratios ........c..coccevererereniceiencncncnnns 8.24% to 100.00% 80.44% —
Number of Interest-Only Mortgage Loans ..........cccocceuevuennnne. 561 — 20.01%
Number of Balloon Loans ...........ccccoeevvveueieeieiiiiiiieeeeee e 1,187 — 35.79%
Geographic Concentration in Excess of 10% of the Total

Scheduled Principal Balance:

Number of Mortgaged Properties in California................... 809 — 30.59%
Number of Mortgage Loans in the Maximum Single

Zip Code Concentration.............ccueeeeeeerreenreerieeeeseesseennens 12 — 0.35%
Credit SCOTES ....oviviriieiieieietees ettt 500 to 804 627 —
Number of Mortgage Loans with Prepayment

Premiums at Origination.............cceeeveeevereenreerieseeneeneenens 2,631 — 70.79%
GIOSS MAIZINS ... 1.750% to 8.750% 5.758% —
Maximum Mortgage Rates ............co.coevwevereereerenreeeseresnnnes 10.875% to 19.825%  14.952%% —
Minimum Mortgage Rates............cc.ovvevrverererrierersssisrenen 1.750% to 13.750% 8.031%? —
Months to Next Mortgage Rate Adjustment.............cceeeennee. 2t059 24 —
TNTtHAl CAPS..o.vevveveveeseeiee e 2.000% to 3.000% 2.987%? —
PEriodic CaPS......ovecveevereeceeceeeisiessss e 1.000% to 2.000% 1.005%® —
(1) Percentages are calculated based on the total principal balance of the mortgage loans in both pools.
2) The weighted average is based only on the adjustable rate mortgage loans in both pools.
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Pool 1 Mortgage Loan Summary

Weighted Total
Range or Total Average Percentage'”

Number of Mortgage Loans..........ccoecevververeeciereeneenieenenns 2,254 — —
Number of Fixed Rate Mortgage Loans ...........cccceeeuveueennenne. 535 — 20.86%
Number of Adjustable Rate Mortgage Loans...................... 1,719 — 79.14%
Total Scheduled Principal Balance.........c.cccccoceveeinincncnnens $448,347,842 — —
Scheduled Principal Balances............ccocceveieveieererienenennne $24,976 to $605,666 $198,912 —
Mortgage Rates........ccooiiiiiiiiiiiiiiiciccccc e 5.300% to 13.750% 8.109% —
Original Terms to Maturity (in months) ..........ccccceeevenenne. 180 to 480 360 —
Remaining Terms to Maturity (in months).............cccceeune..e. 169 to 479 357 —
Original Loan-to-Value Ratios ..........cccccevveviieieiienieeieceene, 12.05% to 100.00% 81.65% —
Number of Interest-Only Mortgage Loans ..........c...ccceuveneenns 338 — 19.33%
Number of Balloon Loans ..........c.ccocovereninienieniencnencnene, 648 — 32.61%
Geographic Concentration in Excess of 10% of the Total

Scheduled Principal Balance:

Number of Mortgaged Properties in California................ 401 — 24.16%
Number of Mortgage Loans in the Maximum Single Zip

Code Concentration ..........ceceeeereerieerienieneeneeeeee e 8 — 0.47%
CTedit SCOTES ....uveeuiiiieeiieiieieeie ettt 500 to 804 627 —
Number of Mortgage Loans with Prepayment Premiums at

OFIZINATION .....eeevieeeeiieteeieere et eee e ste e eaeeeeeeseeseeese e 1,547 — 69.13%
GIOSS MATGINS +..eoeeeeeeee e 3.250% to 7.000% 5.634%? —
Maximum Mortgage RAtes .............c.oweeeeereeereeeeeerseeesrees 11.800% to 19.750%  14.989%? —
Minimum Mortgage Rates............o.ovvveevvvervrveereesrsrsnees 3.250% to 13.750% 7.962%% —
Months to Next Mortgage Rate Adjustment......................... 5t0 59 242 —
TNHHA] CAPS....eoeeeeeeeeeeeeeeee e 2.000% to 3.000% 2.990% —
Periodic CapS......cveveeveeeeeveeeeieisie e 1.000% to 2.000% 1.004%® —
(1) Percentages are calculated based on the total principal balance of the mortgage loans in pool 1.
?2) The weighted average is based only on the adjustable rate mortgage loans in pool 1.
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Pool 2 Mortgage Loan Summary

Weighted Total
Range or Total Average Percentage'”

Number of Mortgage Loans ........cccoecueveereeneenenieneeneenne, 1,493 — —
Number of Fixed Rate Mortgage Loans........cc.ccccceeeeenueenee. 351 — 21.13%
Number of Adjustable Rate Mortgage Loans..................... 1,142 — 78.87%
Total Scheduled Principal Balance............cccccoevvvevineeennenne. $374,985,300 — —
Scheduled Principal Balances ............cccccoevevveevieiievieriencnen, $22,764 to $1,120,000 $251,162 —
Mortgage Rates ......ccceeviieiiiiiiieniiccieeeecee e 4.875% to 13.125% 8.108% —
Original Terms to Maturity (in months)............cccceecvenneene. 180 to 480 359 —
Remaining Terms to Maturity (in months)................coeu... 174 to 479 356 —
Original Loan-to-Value Ratios........c.ccccceevenencnincncnene, 8.24% to 100.00% 78.99% —
Number of Interest-Only Mortgage Loans.......c..c.cceccvueeene 223 — 20.83%
Number of Balloon Loans..........ccceeeeiienienenieienceneenee, 539 — 39.59%
Geographic Concentration in Excess of 10% of the Total

Scheduled Principal Balance:

Number of Mortgaged Properties in California............. 408 — 38.27%
Number of Mortgage Loans in the Maximum Single Zip

Code Concentration...........ccceeeeeeeeeeeeienienieneseeseeneene 4 — 0.58%
Credit SCOTES ...o.viverviriiriieiieieiee ettt 500 to 801 626 —
Number of Mortgage Loans with Prepayment Premiums

at OrigiNAtioN........ccverveeieeierieniieieeie e see e e eenenes 1,084 — 72.78%
GIOSS MAIZINS ..o 1.750% to 8.750% 5.907% —
Maximum Mortgage Rates...............cocoveeeererereerererennn. 10.875% to 19.825% 14.908% —
Minimum Mortgage Rates ............cococuvverererrererreerenennenn. 1.750% to 13.125% 8.114%% —
Months to Next Mortgage Rate Adjustment ...................... 2t059 24 —
INFIAL CAPS ..o 2.000% to 3.000% 2.983%? —
Periodic Caps ........cveveerveeeeeeeeeeeeeeeee e 1.000% to 2.000% 1.007%® —

8 Percentages are calculated based on the total principal balance of the mortgage loans in pool 2.
2) The weighted average is based only on the adjustable rate mortgage loans in pool 2.
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The mortgage loans were generally
originated or acquired in accordance with
underwriting guidelines that are less strict than
Fannie Mae and Freddie Mac guidelines. As a result,
the mortgage loans are likely to experience higher
rates of delinquency, foreclosure and bankruptcy than
mortgage loans underwritten in accordance with
higher standards.

The mortgage loans in the trust fund will not
be insured or guaranteed by any government agency.

Mortgage Loan Representations and Warranties

Each transferor of mortgage loans has made
certain representations and warranties concerning the
mortgage loans. Except in the case of mortgage
loans originated by People’s Choice Home Loan,
Inc., the sponsor’s rights to these representations and
warranties will be assigned to the depositor under a
sale and assignment agreement and, in turn, will be
assigned by the depositor to the trustee for the benefit
of certificateholders under the trust agreement. In the
case of those mortgage loans originated by People’s
Choice Home Loans Inc., the sponsor will make
certain representations and warranties with respect to
the mortgage loans for the benefit of the trust fund in
lieu of assigning these mortgage loans
representations and warranties as made by People’s
Choice Home Loan, Inc. In addition, the sponsor
will represent that none of the mortgage loans in the
trust fund will be “high cost” loans under applicable
federal, state or local anti-predatory or anti-abusive
lending laws.

Following the discovery of a breach of any
representation or warranty that materially and
adversely affects the value of a mortgage loan, or
receipt of notice of that breach, the applicable
transferor or the sponsor will be required to either (1)
cure that breach, (2) repurchase the affected mortgage
loan from the trust fund or (3) in certain
circumstances, substitute another mortgage loan.

In order to substitute a new mortgage loan
for a mortgage loan that has been removed from the
trust fund because of a breach of a representation or
warranty, (a) substitution must take place within two
years from the closing date and (b) a mortgage loan
that is materially similar to the deleted mortgage loan
must be available for substitution.

See “The Trust Agreement—Representations
and Warranties” in this prospectus supplement. See
“Risk Factors—Information Regarding Mortgage

Loans Originated by People’s Choice Home Loan,
Inc.”

Mortgage Loan Servicing

On the closing date, primary servicing of the
mortgage loans will be performed by the servicers as
described under “—Parties—Primary Servicers”
above.

Primary servicing also may be subsequently
transferred to servicers other than the initial servicers
in accordance with the trust agreement and the
applicable servicing agreement, as described in this
prospectus supplement. Lehman Brothers Holdings
Inc. will retain certain rights relating to the servicing
of the mortgage loans, including the right to
terminate and replace any servicer, at any time,
without cause, in accordance with the terms of the
trust agreement and the applicable servicing
agreement, which, among other things, generally
requires payment of a termination fee.

See “The Master Servicer,” “The Servicers”
and “Mortgage Loan Servicing” in this prospectus
supplement.

Optional Purchase of the Mortgage Loans

The master servicer, with the prior written
consent of the seller and the NIMS Insurer, which
consent may not be unreasonably withheld, may
purchase the mortgage loans on or after the initial
optional termination date, which is the distribution
date following the month in which the total principal
balance of the mortgage loans (determined in the
aggregate rather than by mortgage pool) declines to
less than 10% of the initial total principal balance of
the mortgage loans as of the cut-off date. If the
master servicer fails to exercise this option, the NIMS
Insurer will have the right to cause the master
servicer to exercise this option so long as it is
insuring the net interest margin securities or any
amounts payable to the NIMS Insurer in respect of
the insurance remain unpaid.

If the mortgage loans are purchased, the
certificateholders will be paid accrued interest and
principal in an amount not to exceed the purchase
price.

If the option to purchase the mortgage loans
is not exercised on the initial optional termination
date, then, beginning with the next distribution date
and thereafter, the interest rates on the offered
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certificates will be increased as described in the table
on page S-1.

See “Description of the Certificates—Optional
Purchase of the Mortgage Loans” in this prospectus
supplement for a description of the purchase price to
be paid for the mortgage loans upon an optional
purchase.

See “Summary of Terms—The Certificates—
Payments on the Certificates—Interest Payments” in
this prospectus supplement for a description of the
increased interest rates to be paid on the offered
certificates after the initial optional termination date.

Financing

An affiliate of Lehman Brothers Inc. has
provided financing for certain of the mortgage loans.
A portion of the proceeds of the sale of the
certificates will be used to repay the financing.

Tax Status

Pursuant to the trust agreement, the trustee
will elect to treat a portion of the trust fund as
multiple REMICs for federal income tax purposes.
Each of the offered certificates will represent
ownership of “regular interests” in a REMIC, along
with certain contractual rights and obligations. Each
of the Class LT-R and Class R Certificates will
represent the sole class of “residual interests” in one
or more REMICs.

See “Material Federal Income Tax
Considerations” in this prospectus supplement and in
the accompanying prospectus for additional
information concerning the application of federal
income tax laws to the certificates.

ERISA Considerations

Generally, all of the certificates offered by
this prospectus supplement may be purchased by
employee benefit plans or other retirement
arrangements subject to the Employee Retirement
Income Security Act of 1974 or Section 4975 of the
Internal Revenue Code of 1986. However, offered
certificates may not be acquired or held by a person
investing assets of any such plans or arrangements
unless such acquisition or holding is eligible for the
exemptive relief available under one of the
administrative or statutory exemptions described in
this prospectus supplement under “ERISA
Considerations.”

See “ERISA Considerations” in this prospectus
supplement and in the prospectus for a more
complete discussion of these issues.

Legal Investment Considerations

The senior certificates and the Class M1,
Class M2 and Class M3 Certificates will constitute
“mortgage related securities” for purposes of the
Secondary Mortgage Market Enhancement Act of
1984.

There are other restrictions on the ability of
certain types of investors to purchase the certificates
that prospective investors should also consider.

See “Legal Investment Considerations” in this
prospectus supplement and in the prospectus.

Ratings of the Certificates

The certificates offered by this prospectus
supplement will initially have the ratings from
Moody’s Investors Service, Inc., Fitch Ratings,
DBRS, Inc. and Standard and Poor’s Ratings
Services, a division of The McGraw-Hill Companies,
Inc., set forth in the table on page S-1.

See “Ratings” in this prospectus supplement for
a more complete discussion of the certificate ratings
and “Risk Factors—Ratings on the Securities are
Dependent on Assessments by the Rating Agencies”
in the prospectus.
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Risk Factors

The following information, which you should carefully consider, identifies certain significant sources
of risk associated with an investment in the offered certificates. You should also carefully consider the
information set forth under “Risk Factors” in the prospectus. In addition, you should consider the potential
effects on the mortgage loans or on particular classes of offered certificates if several of the risks described
below and in the prospectus occur in combination.

Risks Related to Higher Than Expected

Delinquencies of the Mortgage

LOoans .......cocoevieieiiiininicecccce The mortgage loans, in general, were originated according to
underwriting guidelines that are not as strict as Fannie Mae or Freddie
Mac guidelines, so the 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 in accordance with higher standards. In particular, a
significant portion of the mortgage loans in the trust fund were
classified in relatively low (i.e., relatively higher risk) credit
categories.

Changes in the values of mortgaged properties related to the mortgage
loans may have a greater effect on the delinquency, foreclosure,
bankruptcy and loss experience of the mortgage loans in the trust fund
than on mortgage loans originated under stricter guidelines. We
cannot assure you that the values of the mortgaged properties have
remained or will remain at levels in effect on the dates of origination
of the related mortgage loans.

See “Description of the Mortgage Pools—General” in this prospectus
supplement for a description of the characteristics of the mortgage
loans in each mortgage pool and “Origination of the Mortgage Loans
and Underwriting Guidelines” for a general description of the
underwriting guidelines applied in originating the mortgage loans.

See also “Risk Factors—Mortgage Loans Originated According to
Non-Agency Underwriting Guidelines May Have Higher Expected
Delinquencies” in the prospectus for a discussion of the risks relating
to “subprime,” “non-prime” and “non-conforming” mortgage loans.

Recent Developments in the Residential

Mortgage Market May Adversely

Affect the Yields of the Offered

Certificates.......... Recently, the residential mortgage market in the United States has
experienced a variety of difficulties and changed economic conditions
that may adversely affect the yield on your certificates. Delinquencies
and losses with respect to residential mortgage loans generally have
increased in recent months, and may continue to increase, particularly
in the subprime sector. In addition, in recent months housing prices
and appraisal values in many states have declined or stopped
appreciating, after extended periods of significant appreciation. To
the extent that such values continue to decline or remain flat for an
extended period of time, residential mortgage loans in general may
experience additional increases in delinquencies and losses on
residential mortgage loans generally, particularly with respect to loans
secured by second homes and investor properties and with respect to
any residential mortgage loans whose total loan amounts (including
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any subordinate liens) are close to or greater than the related property
values.

Another factor that may have contributed to, and may in the future
result in, higher delinquency rates is the increase in monthly payments
on adjustable rate mortgage loans. Borrowers with adjustable
payment mortgage loans are being exposed to increased monthly
payments when the related mortgage interest rate adjusts upward from
the initial fixed rate or a low introductory rate, as applicable, to the
rate computed in accordance with the applicable index and margin.
This increase in borrowers’ monthly payments, together with any
increase in prevailing market interest rates, may result in significantly
increased monthly payments for borrowers with adjustable rate
mortgage loans.

In recent months, in response to increased delinquencies and losses
with respect to subprime mortgage loans, originators have
implemented more conservative underwriting criteria for subprime
loans. Borrowers seeking to avoid these increased monthly payments
by refinancing their mortgage loans may no longer be able to find
available replacement loans at comparably low interest rates. A
decline in housing prices may also leave borrowers with insufficient
equity in their homes to permit them to refinance, and in addition,
many mortgage loans have prepayment premiums that inhibit
refinancing. Furthermore, borrowers who intend to sell their homes
on or before the expiration of the fixed rate periods on their mortgage
loans may find that they cannot sell their properties for an amount
equal to or greater than the unpaid principal balance of their loans.
These events, alone or in combination, may contribute to higher
delinquency rates.

See “Risk Factors—Changes in U.S. Economic Conditions May
Adversely Affect the Performance of Mortgage Loans, Particularly
Adjustable Rate Loans of Various Types” in the prospectus.

In addition, numerous residential mortgage loan originators that
originate subprime mortgage loans have recently experienced serious
financial difficulties and, in some cases, bankruptcy. Those
difficulties have resulted in part from declining markets for mortgage
loans as well as from claims for repurchases of mortgage loans
previously sold under provisions that require repurchase in the event
of early payment defaults, or for material breaches of representations
and warranties made on the mortgage loans, such as fraud claims.
The financial condition of a mortgage lender may also be adversely
affected by the increasing rate of delinquencies and defaults on
adjustable rate loans.

The inability of an originator to repurchase mortgage loans in the
event of breaches of representations and warranties may affect the
performance of the offered certificates.

The mortgage loans in the trust fund include subprime mortgage
loans, and it is possible that an originator, due to substantial economic
exposure to the subprime mortgage market, for financial or other
reasons may not be capable of repurchasing or substituting for any
defective mortgage loans in the trust fund. You should consider that
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Governmental Action May Affect
Foreclosures

Information Regarding Mortgage Loans
Originated by People’s Choice Home
Loan, Inc

the general market conditions discussed above may affect the
performance of the mortgage loans and may adversely affect the yield
on your certificates.

See “Mortgage Loans Originated According to Non-Agency
Underwriting Guidelines May Have Higher Expected Delinquencies”
in the prospectus. See also “Description of the Mortgage Pools” in
this prospectus supplement for a description of the characteristics of
the mortgage loans and “Origination of the Mortgage Loans and
Underwriting Guidelines” for a general description of the
underwriting guidelines applied in originating the mortgage loans.

In addition to the limitations on foreclosure described in the
prospectus, legislative or regulatory initiatives by federal, state or
local legislative bodies or administrative agencies, if enacted or
adopted, could delay foreclosure, provide new defenses to foreclosure
or otherwise impair the ability of a servicer to foreclose on a defaulted
loan. Various jurisdictions have considered or are currently
considering such actions, and we cannot predict the nature or extent of
limitations on foreclosure that may be enacted. Any such
governmental actions that interfere with the foreclosure process could
affect yields on the offered certificates, particularly the subordinate
certificates.

See “Legal Aspects of Loans—Foreclosure on Mortgages” in the
prospectus.

Approximately 572 of the mortgage loans (constituting approximately
16.60% of the aggregate scheduled principal balance of the mortgage
loans as of the cut-off date) were originated by People’s Choice Home
Loan, Inc. (“People’s Choice”), a mortgage lender based in Irvine,
California primarily engaged in originating subprime mortgage loans.

On March 20, 2007, People’s Choice filed for Chapter 11 bankruptcy
protection in the U.S. Bankruptcy Court in Santa Ana, California.
The voluntary filing was a result of a combination of reduced
warehouse line liquidity, repurchase requests from creditors and
reduced pricing for subprime loans in the secondary market. At the
time of its bankruptcy filing, People’s Choice listed more than $100
million in assets and liabilities.

The sponsor has not reunderwritten mortgage loans originated by
People’s Choice to ensure they were originated in accordance with
People's Choices's underwriting guidelines. However, the sponsor has
performed certain diligence procedures on the mortgage loans,
including appraisal valuations, compliance reviews and credit reviews
to assess their credit strength and origination in accordance with
sound underwriting practices. Approximately 34.30% of the
mortgage loans originated by People’s Choice were reviewed for
credit issues and approximately 34.64% have been reviewed for
compliance issues. Additionally, the sponsor reviewed the appraisal
valuations for all of the mortgage loans in the mortgage pool.
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Mortgage Loan Interest Rates May
Limit Interest Rates on the

Certificates

The sponsor will provide customary mortgage loan representations
and warranties with respect to the People's Choice originations in the
mortgage pool and will be responsible for only concomitant
repurchase or substitution obligations in the event of a material breach
of any such representation or warranty. See “The Mortgage Loans—
Assignment of the Mortgage Loans.”

All of the offered certificates will accrue interest at an interest rate
that adjusts monthly based on the one-month LIBOR index plus a
specified margin. However, the interest rates on these certificates are
subject to a limitation, generally based on the weighted average
interest rate of the mortgage loans in pool 1 in the case of the group 1
senior certificates and the group 1 subordinate certificates; in pool 2 in
the case of the group 2 senior certificates and the group 2 subordinate
certificates; or in both of the mortgage pools in the case of the Class
M6, Class M7, Class M8, Class M9, Class B1 and Class B2
Certificates, net of certain allocable fees and expenses of the trust
fund, any net swap payments owed to the swap counterparty and, on
and after the distribution date in June 2017, amounts deposited into
the final maturity reserve account. Substantially all of the mortgage
loans to be included in each mortgage pool will have interest rates that
either are fixed or adjust semi-annually based on a six-month LIBOR
index, as described in “Description of the Mortgage Pools—The
Indices.”

The adjustable rate mortgage loans in each mortgage pool may also
have periodic maximum and minimum limitations on adjustments to
their interest rates, and all of these adjustable rate mortgage loans will
have the first adjustment to their interest rates approximately two,
three or five years after their first payment dates. As a result, the
offered certificates may accrue less interest than they would accrue if
their interest rates were solely based on the one-month LIBOR index
plus the specified margin.

A variety of factors could limit the interest rates and adversely affect
the yield to maturity on, and market value of, the certificates. Some of
these factors are described below.

e The interest rates for the offered certificates adjust monthly based
on the one-month LIBOR index, while the interest rates on all of
the mortgage loans to be included in each mortgage pool either
adjust less frequently, adjust based on a different index or do not
adjust at all. Consequently, the limits on the interest rates on
these certificates may prevent increases in the interest rates for
extended periods in a rising interest rate environment.

e The interest rates on all of the adjustable rate mortgage loans to
be included in each mortgage pool may respond to economic and
market factors that differ from those that affect the one-month
LIBOR index. It is possible that the interest rates on all of the
adjustable rate mortgage loans in each mortgage pool may
decline while the interest rates on the certificates are stable or
rising. It is also possible that the interest rates on all of the
adjustable rate mortgage loans to be included in each mortgage
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Risks Related to Potential Inadequacy of

Credit Enhancement and Other

pool and the interest rates on the related certificates may both
decline or increase during the same period, but that the interest
rates on those certificates may decline or increase more slowly or
rapidly.

e To the extent that fixed rate or adjustable rate mortgage loans are
subject to default or prepayment, the interest rates on the related
certificates may be reduced as a result of the applicable net funds
cap limitations described in this prospectus supplement.

e Ifthe interest rates on the offered certificates are limited for any
distribution date, the resulting basis risk shortfalls may be
recovered by the holders of those certificates on future
distribution dates, but only if there is enough cashflow generated
from excess interest (and in limited circumstances, principal) on
the mortgage loans to fund these shortfalls or payments are
received under the interest rate swap agreement or interest rate
cap agreement in an amount sufficient to pay these shortfalls.

See “Summary of Terms—The Certificates—Payments on the
Certificates—Interest Payments,” “Description of the Certificates—
Distributions of Interest” and “—Credit Enhancement—
Overcollateralization” in this prospectus supplement. For a general
description of the interest rates of the mortgage loans, see
“Description of the Mortgage Pools” in this prospectus supplement.

The excess interest, overcollateralization, subordination, loss
allocation and limited cross-collateralization features, together with
the interest rate swap agreement and interest rate cap agreement, all as
described in this prospectus supplement, are intended to enhance the
likelihood that holders of more senior classes will receive regular
payments of interest and principal, but are limited in nature and may
be insufficient to repay all losses on the mortgage loans.

Excess Interest and Overcollateralization. In order to maintain
overcollateralization, it will be necessary that the mortgage loans in
each mortgage pool generate more interest than is needed to pay
interest on the related senior certificates and the subordinate
certificates, as well as that mortgage pool’s allocable portion of
certain fees and expenses of the trust fund, any net swap payments
owed to the swap counterparty, and, on and after the distribution date
in June 2017, amounts deposited into the final maturity reserve
account. We expect that the mortgage loans will generate more
interest than is needed to pay those amounts, at least during certain
periods, because the weighted average of the interest rates on the
mortgage loans in each mortgage pool is expected to be higher than
the weighted average of the interest rates on the related certificates
plus the weighted average aggregate expense rate, any net swap
payments owed to the swap counterparty, and, on and after the
distribution date in June 2017, amounts deposited into the final
maturity reserve account. Any remaining interest generated by the
mortgage loans will be used to absorb losses on the mortgage loans
and to maintain overcollateralization. On the closing date, the total
principal balance of the mortgage loans will exceed the total principal
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amount of the offered certificates and the Class B1 and Class B2
Certificates by approximately $14,820,142, which is approximately
1.80% of the total principal balance of the mortgage loans as of the
cut-off date. This excess is referred to in this prospectus supplement
as “overcollateralization” and will be available to absorb losses. We
cannot assure you, however, that the mortgage loans, together with
certain amounts available from the interest rate swap agreement and
the interest rate cap agreement, will generate enough excess interest to
maintain this overcollateralization level as set by the rating agencies.
The following factors will affect the amount of excess interest that the
mortgage loans will generate:

Prepayments. Every time a mortgage loan is prepaid in whole or in
part, total excess interest after the date of prepayment will be reduced
because that mortgage loan will no longer be outstanding and
generating interest or, in the case of a partial prepayment, will be
generating less interest. The effect on your certificates of this
reduction will be influenced by the amount of prepaid loans and the
characteristics of the prepaid loans. Prepayment of a
disproportionately high number of high interest rate mortgage loans
would have a greater negative effect on future excess interest.

Defaults, Delinquencies and Liquidations. If the rates of
delinquencies, defaults or losses on the mortgage loans turn out to be
higher than expected, excess interest will be reduced by the amount
necessary to compensate for any shortfalls in cash available to pay
certificateholders. Every time a mortgage loan is liquidated or written
off, excess interest is reduced because that mortgage loan will no
longer be outstanding and generating interest.

Increases in LIBOR. Substantially all of the mortgage loans have
either fixed interest rates or interest rates that adjust based on a six-
month LIBOR index and not the one-month LIBOR index used to
determine the interest rates on the offered certificates and the Class
B1 and Class B2 Certificates. As a result of an increase in one-month
LIBOR, the interest rates on the certificates may increase relative to
interest rates on the mortgage loans, requiring that more of the interest
generated by the mortgage loans be applied to pay interest on the
certificates.

See “Description of the Certificates—Credit Enhancement—
Overcollateralization” in this prospectus supplement.

The Interest Rate Swap Agreement. Any amounts received under the
interest rate swap agreement will be applied as described in this
prospectus supplement to pay interest shortfalls, maintain
overcollateralization and repay losses. However, no amounts will be
payable to the supplemental interest trust by the swap counterparty
unless the floating amount owed by the swap counterparty on a
distribution date exceeds the fixed amount owed to the swap
counterparty. This will not occur except in periods when one-month
LIBOR (as determined pursuant to the interest rate swap agreement)
exceeds the applicable rate of payment owed by the trust fund, which
will range from 4.97% to 5.44% per annum, on the scheduled notional
amount and adjusted to a monthly basis as described in this prospectus
supplement. We cannot assure you that any amounts will be received
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under the interest rate swap agreement, or that any such amounts that
are received will be sufficient to maintain required
overcollateralization, pay interest shortfalls or repay losses on the
mortgage loans.

See “Description of the Certificates—Supplemental Interest Trust—
Interest Rate Swap Agreement” in this prospectus supplement.

The Interest Rate Cap Agreement. Any amounts received under the
interest rate cap agreement will be applied as described in this
prospectus supplement to pay interest shortfalls, maintain
overcollateralization and repay losses. However, no amounts will be
payable to the supplemental interest trust by the cap counterparty
unless one-month LIBOR (as determined pursuant to the interest rate
cap agreement) moves above 6.50%, in each case calculated on a
scheduled notional amount and adjusted to a monthly basis. We
cannot assure you that any amounts will be received under the interest
rate cap agreement, or that any such amounts that are received will be
sufficient to maintain required overcollateralization, pay interest
shortfalls or repay losses on the mortgage loans.

See “Description of the Certificates—Supplemental Interest Trust—
Interest Rate Cap Agreement” in this prospectus supplement.

Subordination and Allocation of Losses. 1f the applicable
subordination is insufficient to absorb losses, then certificateholders
will likely incur losses and may never receive all of their principal
payments. You should consider the following:

e if you buy a Class M9 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2 and
Class B1 Certificates, the principal amount of your certificate will
be reduced proportionately with the principal amounts of the
other Class M9 Certificates by the amount of that excess;

e if you buy a Class M8 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1 and Class M9 Certificates, the principal amount of your
certificate will be reduced proportionately with the principal
amounts of the other Class M8 Certificates by the amount of that
excess;

e if you buy a Class M7 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1, Class M9 and Class M8 Certificates, the principal
amount of your certificate will be reduced proportionately with
the principal amounts of the other Class M7 Certificates by the
amount of that excess;

e if you buy a Class M6 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
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Class B1, Class M9, Class M8 and Class M7 Certificates, the
principal amount of your certificate will be reduced
proportionately with the principal amounts of the other Class M6
Certificates by the amount of that excess;

if you buy a Class M5 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1, Class M9, Class M8, Class M7 and Class M6
Certificates, the principal amount of your certificate will be
reduced proportionately with the principal amounts of the other
Class M5 Certificates by the amount of that excess;

if you buy a Class M4 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1, Class M9, Class M8, Class M7, Class M6 and Class
MS5 Certificates, the principal amount of your certificate will be
reduced proportionately with the principal amounts of the other
Class M4 Certificates by the amount of that excess;

if you buy a Class M3 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1, Class M9, Class M8, Class M7, Class M6, Class M5
and Class M4 Certificates, the principal amount of your
certificate will be reduced proportionately with the principal
amounts of the other Class M3 Certificates by the amount of that
excess;

if you buy a Class M2 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1, Class M9, Class M8, Class M7, Class M6, Class M5,
Class M4 and Class M3 Certificates, the principal amount of your
certificate will be reduced proportionately with the principal
amounts of the other Class M2 Certificates by the amount of that
excess; and

if you buy a Class M1 Certificate and losses on the mortgage
loans exceed excess interest and any overcollateralization that has
been created, plus the total principal amount of the Class B2,
Class B1, Class M9, Class M8, Class M7, Class M6, Class M5,
Class M4, Class M3 and Class M2 Certificates, the principal
amount of your certificate will be reduced proportionately with
the principal amounts of the other Class M1 Certificates by the
amount of that excess.

Losses on the mortgage loans will not reduce the principal amount of
the senior certificates.

If overcollateralization is maintained at the required amount and the
mortgage loans generate interest in excess of the amount needed to
pay interest and principal on the offered certificates and the Class B1
and Class B2 Certificates, the fees and expenses of the trust fund, any
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Risks Related to Mortgage Loans under
No Documentation and Stated
Documentation Programs .................

Mortgage Loans with High Original
Loan-to-Value Ratios and without
Primary Mortgage Insurance May

Increase Risk of Loss

net swap payments owed to the swap counterparty, and, on and after
the distribution date in June 2017, amounts deposited into the final
maturity reserve account, then excess interest will be used to pay you
and other certificateholders the amount of any reduction in the
principal amounts of the certificates caused by application of losses.
These payments will be made in order of seniority. We cannot assure
you, however, that any excess interest will be generated and, in any
event, no interest will be paid to you on the amount by which your
principal amount was reduced because of the application of losses.

See “Description of the Certificates—Credit Enhancement—
Subordination” and “—Application of Realized Losses” in this
prospectus supplement.

Limited Cross-Collateralization. Principal payments on the senior
certificates and the group subordinate certificates will depend, for the
most part, on collections on the mortgage loans in the related
mortgage pool. However, the senior certificates and the group
subordinate certificates will have the benefit of credit enhancement in
the form of overcollateralization and subordination from each
mortgage pool. That means that even if the rate of losses on mortgage
loans in the mortgage pool related to any class of senior certificates or
class of group subordinate certificates is low, losses in the unrelated
mortgage pool may reduce the loss protection for those certificates.

Approximately 0.35% and 40.26% of the Mortgage Loans were
originated under “no documentation” programs and “stated
documentation” programs, respectively. Generally, “no
documentation” programs do not require information regarding the
borrowers’ income or employment or verification of the borrowers’
assets. “Stated documentation” programs generally verify
employment but do not verify income information given by the
borrowers. If a significant amount of mortgage loans are originated
under these programs, it may increase the risk that the borrowers may
not have sufficient income or assets or may have overstated their
income and assets and will be unable to make their monthly mortgage
loan payments. You should consider the risk that mortgage loans
originated under these programs may be subject to increased
delinquencies and defaults.

See “Risk Factors—Aspects of the Mortgage Loan Origination
Process May Result in Higher Expected Delinquencies” in the
prospectus for further information on risks relating to the origination
process.

Approximately 44.21% of the mortgage loans (representing
approximately 53.70% and 32.87% of the mortgage loans in pool 1
and pool 2, respectively) are first lien mortgage loans and have
original loan-to-value ratios between 80% and 100%. These mortgage
loans may be more likely to experience default and foreclosure than
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Risks Related to Balloon Loans ..............

Repurchase Obligations of Certain
Transferors Could Result In
Prepayment of Certificates.................

Risks Related to the Interest Rate Swap

Agreement

mortgage loans with lower loan-to-value ratios. In addition, the
mortgage loans are not covered by any primary mortgage insurance
policies. The combination of high loan-to-value ratios but no primary
mortgage insurance may increase the likelihood, and the severity, of
any loss on these mortgage loans.

See “Risk Factors— Mortgage Loans with High Original Loan-to-
Value Ratios May Present a Greater Risk of Loss” in the prospectus.

Approximately 38.09% of the adjustable rate mortgage loans and
approximately 27.14% of the fixed rate mortgage loans are balloon
loans. Balloon loans pose a special payment risk because the
borrower must make a large lump sum payment of principal at the end
of the loan term. In many cases, however, the balloon payment is not
due until 30 years after origination. These thirty-year balloon loans,
representing approximately 25.91% and 9.84% of the mortgage loans
in the trust fund, have amortization schedules of 40 years and 50
years, respectively, resulting in a relatively slow rate of scheduled
payment of principal. The presence of these thirty-year balloon loans
in the trust fund will result in a slower rate of principal payments on
the offered certificates.

See “Risk Factors—Balloon Loans” in the prospectus.

With respect to approximately 1,253 of the mortgage loans
(representing approximately 33.02% of the mortgage loans), the first
monthly payment following the initial sale of the mortgage loans to
the seller has not yet been made. With respect to certain of these
mortgage loans, the related originator will be obligated to repurchase
any such mortgage loan if the borrower fails to make the first payment
within 30 days following the date on which such payments are due.
With respect to other of these mortgage loans, the seller will be
obligated to repurchase any such mortgage loan if the borrower fails
to make the first and/or second payment, as applicable, within 30 days
following the date on which such payments are due.

Any such repurchase will result in a payment of principal to the
holders of the offered certificates. As a result, any such repurchase
will have a negative effect on the yield of any offered certificate
purchased at a premium.

See “The Trust Agreement—Assignment of the Mortgage Loans” in
this prospectus supplement.

Any net swap payment payable to the swap counterparty under the
terms of the interest rate swap agreement will reduce amounts
available for distribution to certificateholders, and may reduce
payments of interest on the certificates. If the rate of prepayments on
the mortgage loans is faster than anticipated, the scheduled notional
amount on which payments due under the interest rate swap
agreement are calculated may exceed the total principal balance of the
mortgage loans, thereby increasing the relative proportion of interest
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Effect of Creditworthiness of Swap
Counterparty and its Credit Support
Provider on Ratings of Certificates ..

Effect of Creditworthiness of Cap
Counterparty and its Credit Support
Provider on Ratings of Certificates ..

collections on the mortgage loans that must be applied to make net
swap payments to the swap counterparty and, under certain
circumstances, requiring application of principal received on the
mortgage loans to make net swap payments to the swap counterparty.
Therefore, the combination of a rapid rate of prepayment and low
prevailing interest rates could adversely affect the yields on the
certificates.

In the event that the trust fund, after application of all interest and
principal received on the mortgage loans, cannot make the required
net swap payment to the swap counterparty, a swap termination
payment as described in this prospectus supplement will be owed to
the swap counterparty. Any termination payment payable to the swap
counterparty in the event of an early termination of the interest rate
swap agreement (not due to a breach by the swap counterparty or
certain termination events where the swap counterparty is the sole
affected party) will reduce amounts available for distribution to
certificateholders.

See “Description of the Certificates—Distributions of Interest,” “—
Distributions of Principal” and “—Supplemental Interest Trust” in
this prospectus supplement.

The swap counterparty and its credit support provider under the
interest rate swap agreement currently has the ratings described in this
prospectus supplement under “Description of the Certificates—
Supplemental Interest Trust—The Swap Counterparty.” The ratings
of the certificates are dependent in part upon the credit ratings of the
swap counterparty and its credit support provider. If a credit rating of
the swap counterparty or its credit support provider is qualified,
reduced or withdrawn and the swap counterparty does not post
collateral securing its obligations under the interest rate swap
agreement or a substitute counterparty is not obtained in accordance
with the terms of the interest rate swap agreement, the ratings of the
offered certificates may be qualified, reduced or withdrawn. In that
event, the value and marketability of those certificates will be
adversely affected.

See “Description of the Certificates—Supplemental Interest Trust—
Interest Rate Swap Agreement” in this prospectus supplement.

The cap counterparty and its credit support provider under the interest
rate cap agreement currently has the ratings described in this
prospectus supplement under “Description of the Certificates—
Supplemental Interest Trust—The Cap Counterparty.” The ratings of
the certificates are dependent in part upon the credit ratings of the cap
counterparty and its credit support provider. If a credit rating of the
cap counterparty or its credit support provider is qualified, reduced or
withdrawn and the cap counterparty does not post collateral securing
its obligations under the interest rate cap agreement or a substitute
counterparty is not obtained in accordance with the terms of the
interest rate cap agreement, the ratings of the offered certificates may
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Risks Related to Unpredictability and

Effect of Prepayments ...

Risks Related to Mortgage Loans with

Interest-Only Payments

be qualified, reduced or withdrawn. In that event, the value and
marketability of those certificates will be adversely affected.

See “Description of the Certificates—Supplemental Interest Trust—
Interest Rate Cap Agreement” in this prospectus supplement.

The rate of prepayments on the mortgage loans will be sensitive to
prevailing interest rates. Generally, if prevailing interest rates decline,
mortgage loan prepayments may increase due to the availability of
refinancing at lower interest rates. If prevailing interest rates rise,
prepayments on the mortgage loans may decrease.

Borrowers may prepay their mortgage loans in whole or in part at any
time; however, approximately 69.13% and 72.78% of the mortgage
loans in pool 1 and pool 2, respectively, require the payment of a
prepayment premium in connection with any voluntary prepayments
in full, and certain voluntary prepayments in part, made during
periods ranging from six months to three years after origination.
These prepayment premiums may discourage borrowers from
prepaying their mortgage loans during the applicable period.

A prepayment of a mortgage loan will usually result in a payment of
principal on the certificates, and, depending on the type of certificate
and the price investors paid for that certificate, may affect the yield on
that certificate.

See “Yield, Prepayment and Weighted Average Life” in this
prospectus supplement and “Risk Factors—Unpredictability and
Effect of Prepayments” in the prospectus for a description of factors
that may influence the rate and timing of prepayments on the
mortgage loans.

Approximately 19.33% and 20.83% of the mortgage loans in pool 1
and pool 2, respectively, provide for payment of interest at the related
mortgage interest rate, but no payment of principal, for a period of
five or ten years following origination. Following the interest-only
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 interest rate.

The presence of these mortgage loans in the trust fund will, absent
other considerations, result in longer weighted average lives of the
related certificates than would have been the case had these loans not
been included in the trust fund. In addition, a borrower may view the
absence of any obligation to make a payment of principal during the
first five or ten years of the term of a mortgage loan as a disincentive
to prepayment. After the monthly payment has been increased to
include principal amortization, delinquency or default may be more
likely.
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Master Servicer has Limited Right to
Purchase Defaulted Loans .................

Servicing Transfers May Affect Yields
on the Certificates ............................

Risks Related to Geographic
Concentration of Mortgage

Loans

See “Yield, Prepayment and Weighted Average Life—General” in this
prospectus supplement and “Risk Factors—Risks Related to
Mortgage Loans with Interest-Only Payments” and “—Changes in
U.S. Economic Conditions May Adversely Affect the Performance of
Mortgage Loans, Particularly Adjustable Rate Loans of Various
Types” in the prospectus.

As described under “Mortgage Loan Servicing—Optional Purchase of
Defaulted Loans” in this prospectus supplement, the master servicer
will have the right, with the consent of the holder of the economic
residual interest in the trust fund, to purchase any mortgage loan that
is more than 120 days delinquent in payment for a price equal to the
unpaid principal balance of the loan plus accrued and unpaid interest
and any unreimbursed servicing advances.

Any such purchase of a defaulted loan from the trust fund will have
the same effect on holders of offered certificates as a prepayment in
full of the affected loan, and could therefore negatively affect the
yields on certificates purchased at a premium.

See “Risk Factors—Unpredictability and Effect of Prepayments” in
the prospectus.

The servicing of mortgage loans may be transferred in the future to
servicers other than the initial primary servicers in accordance with
the provisions of the trust agreement and the related servicing
agreement as a result of, among other things, (1) the occurrence of
unremedied events of default in servicer performance under the
related servicing agreement, (2) the exercise by the seller of its right
to terminate one or more servicers without cause upon thirty days’ or
sixty days’ written notice, (3) with respect to certain servicers, the
occurrence of certain mortgage loss and delinquency triggers or (4)
the transfer of servicing of severely delinquent loans to a special
servicer.

Disruptions resulting from servicing transfers may affect the yields of
the certificates. In addition, servicing transfers may result in a longer
or shorter prepayment period immediately following the date of the
transfer if the related servicers have different prepayment periods
which may affect the yield on the certificates.

See “The Servicers” and “Mortgage Loan Servicing” in this
prospectus supplement and “Risk Factors—Delinquencies Due to
Servicing Transfer” in the prospectus.

Approximately 24.16% and 38.27% of the mortgage loans in pool 1
and pool 2, respectively, are secured by mortgaged properties located
in California. Mortgaged properties in particular regions may be more
susceptible to certain types of natural disasters. For example,
mortgaged properties located in California may be more susceptible to
earthquakes, mudslides and wildfires. The rate of delinquencies,
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Violation of Various Federal, State and
Local Laws May Result in Losses on
the Mortgage Loans ..........................

Violation of Predatory Lending
Laws/Risks Related to High Cost
Loans ...

Relief Act Reductions and Prepayment
Interest Shortfalls May Reduce the
Yield on the Offered Certificates..........

defaults and losses on the mortgage loans may be higher than if fewer
of the mortgage loans were concentrated in California because certain
conditions in these states will have a disproportionate impact on the
mortgage loans in general.

See “Yield, Prepayment and Weighted Average Life” in this
prospectus supplement and “Risk Factors—Geographic
Concentration of the Mortgage Loans” in the prospectus. For
additional information regarding the geographic concentration of the
mortgage loans to be included in the mortgage pools, see the
geographic distribution tables in Annex A to this prospectus
supplement.

Violations of certain federal, state or local laws and regulations
relating to the protection of consumers, unfair and deceptive practices
and debt collection practices may limit the ability of the servicers to
collect all or part of the principal of or interest on the related mortgage
loans and, in addition, could subject the trust fund to damages and
administrative enforcement.

See “Risk Factors—Violations of Various Federal, State and Local
Laws May Result in Losses on the Mortgage Loans” in the
prospectus.

Various federal, state and local laws have been enacted that are
designed to discourage predatory lending practices. Failure to comply
with these laws, to the extent applicable to any of the mortgage loans,
could subject the trust fund, as an assignee of the mortgage loans, to
monetary penalties and could result in the borrowers rescinding the
affected mortgage loans. If the mortgage loans are found to have been
originated in violation of predatory or abusive lending laws and the
seller does not repurchase the affected mortgage loans and pay any
related liabilities, certificateholders could incur losses.

For a discussion of anti-predatory lending laws and the effect of any
“high cost” loans on the trust fund, See “Risk Factors—Predatory
Lending Laws/High Cost Loans” in the prospectus.

On any distribution date, any reduction of the applicable mortgage
rate on a mortgage loan by the application of the Servicemembers
Civil Relief Act, as amended, and similar state and local laws, and any
shortfalls in interest collections that are attributable to prepayments, to
the extent not covered by compensating interest paid by the applicable
servicer, will reduce the amount of interest available for distribution
to certificateholders. Any such reduction of interest will first reduce
interest available to pay the subordinate certificates in reverse order of
distribution priority and second reduce the amount of interest
available to pay the senior certificates.
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See “Yield, Prepayment and Weighted Average Life—General” in this
prospectus supplement and “Risk Factors—Military Action and
Terrorist Attacks” in the prospectus for additional information.

S-36



Glossary

A glossary of defined terms used in this prospectus supplement begins on page S-108. Any terms used in
this prospectus supplement and not defined in the glossary are defined in the accompanying prospectus.

Description of the Certificates
General

The Series 2007-BC3 Structured Asset Securities Corporation Mortgage Pass-Through Certificates will
consist of the Class 1-A1, Class 1-A2, Class 1-A3, Class 1-A4, Class 2-A1, Class 2-A2, Class 2-A3, Class 2-A4,
Class 1-M1, Class 2-M1, Class 1-M2, Class 2-M2, Class 1-M3, Class 2-M3, Class 1-M4, Class 2-M4, Class 1-M5,
Class 2-M5, Class M6, Class M7, Class M8, Class M9, Class B1, Class B2, Class P, Class X, Class LT-R and Class
R Certificates. The Certificates represent beneficial ownership interests in the Trust Fund, the assets of which
consist primarily of (1) two pools of conventional, adjustable and fixed rate, fully amortizing and balloon, first lien,
residential Mortgage Loans, (2) such assets as from time to time are deposited in respect of the Mortgage Loans in
the Servicing Accounts, the Collection Account, the Securities Administration Account and the Certificate Account,
(3) property acquired by foreclosure of Mortgage Loans or deed in lieu of foreclosure, (4) the rights of the Depositor
under the Sale and Assignment Agreement, as described under “The Trust Agreement—Assignment of Mortgage
Loans,” (5) the Basis Risk Reserve Fund, as described under “—Distributions of Interest—Basis Risk Shortfalls”
and (6) all proceeds of the foregoing. In addition, the Certificates will represent beneficial ownership interests in two
other separate trusts: (1) the Supplemental Interest Trust, the assets of which will be (a) the Swap Agreement as
described under “—Supplemental Interest Trust—Interest Rate Swap Agreement,” and all proceeds thereof and (b)
the Interest Rate Cap Agreement as described under “—Supplemental Interest Trust—Interest Rate Cap
Agreement,” and all the proceeds thereof, and (2) the Final Maturity Reserve Trust, the primary asset of which will
be all amounts deposited therein as described under “—the Final Maturity Reserve Trust” and all the proceeds
thereof.

The Mortgage Loans to be included in the Trust Fund will consist of Fixed Rate Mortgage Loans and
Adjustable Rate Mortgage Loans, as described under “Description of the Mortgage Pools.” Pool 1 will consist of
Mortgage Loans with original principal balances that do not exceed the applicable Fannie Mae maximum original
loan amount limitations for first lien, one- to four-family residential mortgaged properties. Pool 2 will consist of
Mortgage Loans with original principal balances that may be less than, equal to, or in excess of, Fannie Mae original
loan amount limitations for first lien, one- to four-family residential mortgaged properties.

Each class of Offered Certificates will be issued in the respective approximate Class Principal Amount
specified in the table on page S-1 and will accrue interest at the respective Interest Rate specified in the table on
page S-1 and as further described under “Summary of Terms—The Certificates—Payments on the Certificates—
Interest Payments.” The Class B1 and Class B2 Certificates will be issued in the approximate initial Class Principal
Amounts of $11,527,000 and $8,645,000, respectively, and will accrue interest at its Interest Rate described under
“—Distributions of Interest—Calculation of Interest.” The Class P, Class X, Class LT-R and Class R Certificates
will be issued without interest rates. The initial total Certificate Principal Amount of the Offered Certificates and
the Class B Certificates may be increased or decreased by up to five percent to the extent that the Cut-off Date
Balance of the Mortgage Loans is correspondingly increased or decreased as described under “Description of the
Mortgage Pools” herein.

For purposes of allocating distributions of principal and interest on the Senior Certificates and the Group
Subordinate Certificates, (1) the Group 1 Senior Certificates and the Group 1 Subordinate Certificates will relate to,
and generally will be limited to collections from, the Pool 1 Mortgage Loans and (2) the Group 2 Senior Certificates
and the Group 2 Subordinate Certificates will relate to, and generally will be limited to collections from, the Pool 2
Mortgage Loans. However, holders of each class of Senior Certificates and each class of Group Subordinate
Certificates will receive the benefit of Monthly Excess Interest generated by each Mortgage Pool and, to a limited
extent, certain principal payments generated by the Mortgage Pool unrelated to that class. Holders of the Class M6,
Class M7, Class M8, Class M9 and the Class B Certificates will be entitled to receive distributions based upon
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principal and interest collections from each Mortgage Pool, but such rights to distributions will be subordinate to the
rights of the holders of the Senior Certificates and the Group Subordinate Certificates to the extent described herein.

The Class X Certificates will be entitled to Monthly Excess Cashflow, if any, from each Mortgage Pool,
remaining after required distributions are made to the Offered Certificates and the Class B Certificates, the payment
of certain expenses of the Trust Fund (including any payments to the Swap Counterparty) and, on and after the
Distribution Date in June 2017, any Final Maturity Reserve Amount is deposited in the Final Maturity Reserve
Account. The Class P Certificates will solely be entitled to receive all Prepayment Premiums received in respect of
the Mortgage Loans from each Mortgage Pool and, accordingly, such amounts will not be available for distribution
to the holders of the other classes of Certificates or to the Servicers as additional servicing compensation. The Class
LT-R and Class R Certificates will represent the remaining interest in the assets of the Trust Fund after the required
distributions are made to all other classes of Certificates and will evidence the residual interests in the REMICs.

Lehman Pass-Through Securities Inc., an affiliate of the Sponsor, the Depositor, Aurora and Lehman
Brothers Inc., will initially hold the Class P and Class X Certificates and intends to enter into a NIMS Transaction.
The NIM Securities issued in the NIMS Transaction may be insured by a NIMS Insurer. If the NIM Securities are so
insured, the NIMS Insurer will have certain rights under the Trust Agreement and each Servicing Agreement as
described herein.

Distributions on the Offered Certificates will be made on the Distribution Date to Certificateholders of
record on the applicable record date specified in the table on page S-2. Distributions on the Offered Certificates will
be made to each registered holder entitled thereto, by wire transfer in immediately available funds; provided, that the
final distribution in respect of any Certificate will be made only upon presentation and surrender of such Certificate
at the Corporate Trust Office of the Trustee. See “The Trust Agreement—The Trustee” herein.

Book-Entry Registration

The Offered Certificates will be issued, maintained and transferred on the book-entry records of DTC and
its Participants. Each class of Book-Entry Certificates will be represented by one or more Global Securities that
equal in the aggregate the initial Class Principal Amount of the related class registered in the name of the nominee
of DTC. The Offered Certificates will be issued in minimum denominations in the principal amounts and the
incremental denominations in excess thereof specified in the table on page S-2. With respect to initial European
investors only, the Underwriter will only sell Offered Certificates in minimum total investment amounts of
$100,000.

Beneficial Owners of the Book-Entry Certificates will hold their Certificates through DTC in the United
States, or Clearstream Luxembourg or Euroclear in Europe if they are participants of such systems, or indirectly
through organizations which are participants in such systems. Each class of Book-Entry Certificates will be issued in
one or more certificates that equal the initial Class Principal Amount of the related class of Offered Certificates 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 Relevant Depositary’s names on the books of DTC. Except as
described below, no Beneficial Owner will be entitled to receive a physical certificate representing such Certificate.
Unless and until Definitive Certificates are issued for the Book-Entry Certificates under the limited circumstances
described herein, all references to actions by Certificateholders with respect to the Book-Entry Certificates will refer
to actions taken by DTC upon instructions from its Participants, and all references herein to distributions, notices,
reports and statements to Certificateholders with respect to the Book-Entry Certificates will refer to distributions,
notices, reports and statements to DTC or Cede & Co., as the registered holder of the Book-Entry Certificates, for
distribution to Beneficial Owners by DTC in accordance with DTC procedures. See “Description of the Securities—
Book-Entry Registration” in the prospectus.

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
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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 Considerations—Taxation of Securities Treated as Debt Instruments” and “Global
Clearance, Settlement and Tax Documentation Procedures—Certain U.S. Federal Income Tax Documentation
Requirements™ in the prospectus.

Distributions of Interest

Calculation of Interest. The amount of interest distributable on each Distribution Date in respect of each
class of Offered Certificates and the Class B Certificates will equal the sum of (1) Current Interest for such class and
for such date and (2) any Carryforward Interest for such class and for such date. Interest will accrue on the Offered
Certificates and the Class B Certificates on the basis of a 360-day year and the actual number of days elapsed in
each Accrual Period.

The Interest Rate for each class of Offered Certificates will be the applicable annual rate described under
“Summary of Terms—The Certificates—Payments on the Certificates—Interest Payments.” The Interest Rate for
the Class B1 Certificates will be the lesser of (1) the B1 Interest Rate and (2) the Subordinate Net Funds Cap. The
Interest Rate for the Class B2 Certificates will be the lesser of (1) the B2 Interest Rate and (2) the Subordinate Net
Funds Cap.

Basis Risk Shortfalls. With respect to each Distribution Date and any class of Offered Certificates and the
Class B Certificates, such class will be entitled to the amount of any Basis Risk Shortfall and Unpaid Basis Risk
Shortfall before the holders of the Class X, Class LT-R and Class R Certificates are entitled to any distributions. The
Offered Certificates and the Class B Certificates will be entitled to the amount of such Basis Risk Shortfall and
Unpaid Basis Risk Shortfall from (1) Monthly Excess Cashflow, treated as paid from, and to the extent such funds
are on deposit in, the Basis Risk Reserve Fund (2) any amounts received under the Swap Agreement after payment
of certain priority amounts, (3) any amounts received under the Interest Rate Cap Agreement after payment of
certain priority amounts and (4) on the earlier of the Final Scheduled Distribution Date and the termination of the
Trust Fund, from amounts on deposit in the Final Maturity Reserve Account after payment of certain priority
amounts. See “—Credit Enhancement—Application of Monthly Excess Cashflow,” “—Supplemental Interest
Trust—Interest Rate Swap Agreement,” “—Supplemental Interest Trust—Interest Rate Cap Agreement” and “—the
Final Maturity Reserve Trust—Application of Amounts on Deposit in the Final Maturity Reserve Account” below.
The source of funds on deposit in the Basis Risk Reserve Fund will be limited to (1) an initial deposit of $1,000 by
the Sponsor and (2) certain amounts that would otherwise be distributed to the Class X Certificates. Notwithstanding
the foregoing, the amount of any Basis Risk Shortfall for any class of Offered Certificates and the Class B
Certificates in respect of any Distribution Date may not exceed the amount, if any, by which (x) the amount payable
at the applicable Maximum Interest Rate exceeds (y) the amount payable at the Pool 1 Net Funds Cap, the Pool 2
Net Funds Cap or the Subordinate Net Funds Cap, whichever is applicable for such class.

The amount of Monthly Excess Cashflow distributable with respect to the Class X Certificates on any
Distribution Date will be reduced by the amount of any Basis Risk Payment not satisfied from amounts, if any, on
deposit in the Basis Risk Reserve Fund.

Interest Distribution Priorities.

(A) The Interest Remittance Amount for each Mortgage Pool will be distributed on each Distribution
Date (or, in the case of payments to the Swap Counterparty, the Business Day prior to each Distribution Date)
concurrently, as follows:

(1) The Interest Remittance Amount for Pool 1 for such date will be distributed in the
following order of priority:
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(a) for deposit into the Interest Rate Swap Account, the allocable portion of any Net
Swap Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) for
Pool 1 (based on the applicable Pool Percentage) owed to the Swap Counterparty (including
amounts remaining unpaid from previous Distribution Dates);

(b) for deposit into the Interest Rate Swap Account, the amount of any Net Swap
Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) owed to
the Swap Counterparty to the extent not paid previously or from the Interest Remittance Amount
for Pool 2 in accordance with clause (A)(ii)(a) below;

() on the Distribution Date in June 2017 and each Distribution Date thereafter:

(1) for deposit into the Final Maturity Reserve Account, the Final Maturity
Reserve Amount for Pool 1; and

(i1) for deposit into the Final Maturity Reserve Account, the Final Maturity
Reserve Amount for Pool 2 to the extent not paid previously from the Interest Remittance
Amount for Pool 2 in accordance with clause (A)(ii)(c)(i) below;

(d) concurrently, on a pro rata basis, to the Class 1-Al, Class 1-A2, Class 1-A3 and
Class 1-A4 Certificates, Current Interest and any Carryforward Interest for such classes for such
Distribution Date (any shortfall in Current Interest and Carryforward Interest to be allocated
among such classes in proportion to the amount of Current Interest and Carryforward Interest that
would have otherwise been distributable thereon); and

(e) for application pursuant to clause (B) below, any such Interest Remittance
Amount for Pool 1 remaining undistributed for such Distribution Date.

(i1) The Interest Remittance Amount for Pool 2 for such date will be distributed in the
following order of priority:

(a) for deposit into the Interest Rate Swap Account, the allocable portion of any Net
Swap Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) for
Pool 2 (based on the applicable Pool Percentage) owed to the Swap Counterparty (including
amounts remaining unpaid from previous Distribution Dates);

(b) for deposit into the Interest Rate Swap Account, the amount of any Net Swap
Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) owed to
the Swap Counterparty to the extent not paid previously or from the Interest Remittance Amount
for Pool 1 in accordance with clause (A)(i)(a) above;

(©) on the Distribution Date in June 2017 and each Distribution Date thereafter:

(1) for deposit into the Final Maturity Reserve Account, the Final Maturity
Reserve Amount for Pool 2; and

(i1) for deposit into the Final Maturity Reserve Account, the Final Maturity
Reserve Amount for Pool 1 to the extent not paid previously from the Interest Remittance
Amount for Pool 1 in accordance with clause (A)(i)(c)(i) above;

(d) concurrently, on a pro rata basis, to the Class 2-A1, Class 2-A2, Class 2-A3 and
Class 2-A4 Certificates, Current Interest and any Carryforward Interest for such classes for such
Distribution Date (any shortfall in Current Interest and Carryforward Interest to be allocated
among such classes in proportion to the amount of Current Interest and Carryforward Interest that
would have otherwise been distributable thereon); and

(e) for application pursuant to clause (B) below, any such Interest Remittance
Amount for Pool 2 remaining undistributed for such Distribution Date.
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(B) On each Distribution Date, the Trustee will distribute the aggregate of any remaining Interest
Remittance Amounts from clauses (A)(i)(e) and (A)(ii)(e) above, in the following order of priority:

6] concurrently, to each class of Senior Certificates, Current Interest and any Carryforward
Interest for such classes for such Distribution Date (any shortfall in Current Interest and Carryforward
Interest to be allocated among such classes in proportion to the amount of Current Interest and
Carryforward Interest that would have otherwise been distributable thereon), to the extent not paid on such
Distribution Date pursuant to clauses (A)(i)(d) and (A)(ii)(d) above from the remaining Interest Remittance
Amounts from the unrelated Mortgage Pool;

(i1) concurrently, any remaining Interest Remittance Amount for each Mortgage Pool will be
distributed as follows:

(a) From the remaining Interest Remittance Amount for Pool 1, sequentially, to the
Class 1-M1, Class 1-M2, Class 1-M3, Class 1-M4 and Class 1-M5 Certificates, in that order,
Current Interest and any Carryforward Interest for each such class for such Distribution Date;
provided, however, if any Current Interest or any Carryforward Interest allocable to any class of
Group 2 Subordinate Certificates remains unpaid after distributions are made on such Distribution
Date pursuant to clause (B)(ii)(b) below, any Interest Remittance Amount for Pool 1 remaining
after payments are made under this clause (B)(ii)(a) to the class of Group 1 Subordinate
Certificates of equivalent priority will be applied first to that class of Group 2 Subordinate
Certificates (to the extent unpaid under clause (B)(ii)(b) below) and second to pay interest on a
class of Group 1 Subordinate Certificates of lower payment priority;

(b) From the remaining Interest Remittance Amount for Pool 2, sequentially, to the
Class 2-M1, Class 2-M2, Class 2-M3, Class 2-M4 and Class 2-M5 Certificates, in that order,
Current Interest and any Carryforward Interest for each such class for such Distribution Date;
provided, however, if any Current Interest or any Carryforward Interest allocable to any class of
Group 1 Subordinate Certificates remains unpaid after distributions are made on such Distribution
Date pursuant to clause (B)(ii)(a) above, any Interest Remittance Amount for Pool 2 remaining
after payments are made under this clause (B)(ii)(b) to the class of Group 2 Subordinate
Certificates of equivalent priority will be applied first to that class of Group 1 Subordinate
Certificates (to the extent unpaid under clause (B)(ii)(a) above) and second to pay interest on a
class of Group 2 Subordinate Certificates of lower payment priority;

(iii) from the aggregate of any remaining Interest Remittance Amounts from Pool 1 and Pool
2, sequentially, to the Class M6, Class M7, Class M8, Class M9, Class B1 and Class B2 Certificates, in that
order, Current Interest and any Carryforward Interest for such classes for such Distribution Date;

(iv) from the aggregate of any remaining Interest Remittance Amounts from Pool 1 and Pool
2, to the Credit Risk Manager, the Credit Risk Manager’s Fee;

v) from the aggregate of any remaining Interest Remittance Amounts from Pool 1 and Pool
2, to the Trustee, previously unreimbursed extraordinary costs, liabilities and expenses to the extent
provided in the Trust Agreement; and

(vi) from the aggregate of any remaining Interest Remittance Amounts from Pool 1 and Pool
2, for application as part of Monthly Excess Cashflow for such Distribution Date, as described under “—
Credit Enhancement—Application of Monthly Excess Cashflow” below, any such Interest Remittance
Amounts remaining undistributed for such Distribution Date.

Prepayment Interest Shortfalls. When a principal prepayment in full or in part is made on a Mortgage
Loan, the borrower is charged interest only to the date of such prepayment, instead of for a full month, with a
resulting reduction in interest payable for the month during which the prepayment is made. Full or partial
prepayments (or proceeds of other liquidations) received in the applicable Prepayment Period will be distributed to
holders of the Offered Certificates and the Class B Certificates on the Distribution Date following that Prepayment
Period. To the extent that, as a result of a principal prepayment in full or in part, a borrower is not required to pay a
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full month’s interest on the amount prepaid, a Prepayment Interest Shortfall could result. However, in the case of a
prepayment in full on a Mortgage Loan serviced by any Servicer which has a Prepayment Period that ends in the
middle of the month, which prepayment is made in the same month in which such prepayment is distributed to
Certificateholders, a Prepayment Interest Excess could result.

With respect to prepayments in full or in part, the related Servicer will be obligated to pay Compensating
Interest to the extent a Prepayment Interest Shortfall occurs. The Master Servicer is not obligated to fund any
Prepayment Interest Shortfalls required to be paid but not paid by the related Servicer. See “Mortgage Loan
Servicing—Prepayment Interest Shortfalls” herein. Any Net Prepayment Interest Shortfall will reduce the Interest
Remittance Amount available for distribution on the related Distribution Date.

Determination of LIBOR

On each LIBOR Determination Date, the Securities Administrator will determine LIBOR based on (1) the
offered rates for U.S. dollar deposits of one month maturity, as such rates appear on the Reuters Screen “LIBORO01”
set by the BBA as of 11:00 a.m. (London time) on such LIBOR Determination Date or (2) if such offered rate does
not appear on the Reuters Screen “LIBORO01” as of 11:00 a.m. (London time), the Securities Administrator will
obtain such rate from the Bloomberg L.P. page “US000IM.”

If any such offered rate is not published for such LIBOR Determination Date, LIBOR for such date will be
the most recently published offered rate on the Reuters Screen “LIBORO01”. In the event that the BBA no longer sets
such offered rate, the Securities Administrator will designate an alternative index that has performed, or that the
Securities Administrator expects to perform, in a manner substantially similar to the BBA’s offered rate. The
Securities Administrator will select a particular index as the alternative index only if it receives an opinion of
counsel (furnished at the Trust Fund’s expense) that the selection of such index will not cause any of the REMICs to
lose their classification as REMICs for federal income tax purposes.

The establishment of LIBOR on each LIBOR Determination Date by the Securities Administrator and the
Securities Administrator’s calculation of the Interest Rate applicable to each class of Offered Certificates and the
Class B Certificates for the related Accrual Period will (in the absence of manifest error) be final and binding.

LIBOR for the first Accrual Period will be 5.320%.
Distributions of Principal

General. Distributions of principal on the Senior Certificates and the Group Subordinate Certificates will
be made primarily from the Principal Distribution Amount for the related Mortgage Pool and secondarily from the
Principal Distribution Amount from the unrelated Mortgage Pool, from Monthly Excess Cashflow from each
Mortgage Pool, to the extent of such excess available funds, as described under “—Credit Enhancement—
Application of Monthly Excess Cashflow” below, from the Interest Rate Swap Amount (if any), as described under
“—Supplemental Interest Trust—Application of Deposits and Payments Received by the Supplemental Interest
Trust—Interest Rate Swap Agreement” below, from the Interest Rate Cap Amount (if any), as described under “—
Supplemental Interest Trust—Application of Deposits and Payments Received by the Supplemental Interest Trust—
Interest Rate Cap Agreement” below and from the Final Maturity Reserve Account, as described under “—the Final
Maturity Reserve Account—Application of Amounts on Deposit in the Final Maturity Reserve Account” below.
Distributions of principal on the Class M6, Class M7, Class M8, Class M9, Class B1 and Class B2 Certificates will
be made primarily from the aggregate of the Principal Distribution Amounts from each Mortgage Pool after
distributions of principal have been made on the Senior Certificates and the Group Subordinate Certificates, and
secondarily from Monthly Excess Cashflow from each Mortgage Pool, to the extent of such excess available funds,
as described under “—Credit Enhancement—Application of Monthly Excess Cashflow” below, from the Interest
Rate Swap Amount (if any), as described under “—Supplemental Interest Trust—Application of Deposits and
Payments Received by the Supplemental Interest Trust—Interest Rate Swap Agreement,” from the Interest Rate Cap
Amount (if any), as described under “—Supplemental Interest Trust—Application of Deposits and Payments
Received by the Supplemental Interest Trust—Interest Rate Cap Agreement” below and from the Final Maturity
Reserve Account, as described under “—the Final Maturity Reserve Account—Application of Amounts on Deposit
in the Final Maturity Reserve Account” below.
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Principal Distribution Priorities. The Principal Distribution Amount for each Mortgage Pool will be
distributed on each Distribution Date (or, in the case of payments to the Swap Counterparty, the Business Day prior
to each Distribution Date) in the following order of priority:

L On each Distribution Date (or, in the case of payments to the Swap Counterparty, the Business
Day prior to each Distribution Date) (a) prior to the Stepdown Date or (b) with respect to which a Trigger Event is in
effect, until the aggregate Certificate Principal Amount of the Offered Certificates and the Class B Certificates
equals the Target Amount for such Distribution Date, the Trustee will make the following distributions (for clauses
(A) and (B), concurrently):

(A) For Pool I: The Principal Distribution Amount for Pool 1 will be distributed in the
following order of priority:

(1) for deposit into the Interest Rate Swap Account, the allocable portion of any Net
Swap Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event)
with respect to Pool 1 (based on the applicable Pool Percentage) owed to the Swap Counterparty
(to the extent not paid previously or from the Interest Remittance Amount in accordance with “—
Distributions of Interest—Interest Distribution Priorities” above);

(i1) for deposit into the Interest Rate Swap Account, the amount of any Net Swap
Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) owed to
the Swap Counterparty (to the extent not paid previously, from the Interest Remittance Amount in
accordance with “—Distributions of Interest—Interest Distribution Priorities” above, from the
Principal Distribution Amount for Pool 2 in accordance with clause I.(B)(i) below or pursuant to
clause (i) above);

(ii1) sequentially, to the Class 1-A1, Class 1-A2, Class 1-A3 and Class 1-A4
Certificates, in that order, until the Class Principal Amount of each such class has been reduced to
zero; and

@iv) for application pursuant to clause I.(C) below, any such Principal Distribution
Amount for Pool 1 remaining undistributed for such Distribution Date.

(B) For Pool 2: The Principal Distribution Amount for Pool 2 will be distributed in the
following order of priority:

(1) for deposit into the Interest Rate Swap Account, the allocable portion of any Net
Swap Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event)
with respect to Pool 2 (based on the applicable Pool Percentage) owed to the Swap Counterparty
(to the extent not paid previously or from the Interest Remittance Amount in accordance with “—
Distributions of Interest—Interest Distribution Priorities” above);

(i1) for deposit into the Interest Rate Swap Account, the amount of any Net Swap
Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) owed to
the Swap Counterparty (to the extent not paid previously, from the Interest Remittance Amount in
accordance with “—Distributions of Interest—Interest Distribution Priorities” above, from the
Principal Distribution Amount for Pool 1 in accordance with clause 1.(A)(i) above or pursuant to
clause (i) above);

(iii) sequentially, to the Class 2-A1, Class 2-A2, Class 2-A3 and Class 2-A4
Certificates, in that order, until the Class Principal Amount of each such class has been reduced to
zero; and

(iv) for application pursuant to clause 1.(C) below, any such Principal Distribution
Amount for Pool 2 remaining undistributed for such Distribution Date.
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© On each Distribution Date, the Trustee will distribute any remaining Principal
Distribution Amounts for each Mortgage Pool after making distributions under clauses I.(A)(iv) and
L.(B)(iv) above in the following order of priority:

(1) concurrently, in proportion to the aggregate Class Principal Amounts of the
Group | and Group 2 Certificates, after giving effect to principal distributions on such Distribution
Date pursuant to clauses I.(A)(iii) and I.(B)(iii) above, to the Group 1 and Group 2 Senior
Certificates, in each case in accordance with the Related Senior Priority, until the Class Principal
Amount of each such class has been reduced to zero from the remaining Principal Distribution
Amount from the unrelated Mortgage Pool;

(i1) concurrently, any remaining Principal Distribution Amount for each Mortgage
Pool will be distributed as follows:

(a) from the remaining Principal Distribution Amount for Pool 1,
sequentially, to the Class 1-M1, Class 1-M2, Class 1-M3, Class 1-M4 and Class 1-M5
Certificates, in that order, until the Class Principal Amount of each such class has been
reduced to zero; provided, however, if the Class Principal Amount of any class of Group
1 Subordinate Certificates is reduced to zero while the Group 2 Subordinate Certificates
of equivalent priority remain outstanding after distributions are made on such
Distribution Date pursuant to clause (C)(ii)(b) below, any Principal Distribution Amount
for Pool 1 remaining after payments are made under this clause (C)(ii)(a) to that class of
Group 1 Subordinate Certificates will be paid first to the class of Group 2 Subordinate
Certificates of equivalent priority until the Class Principal Amount of such class is
reduced to zero and second to pay principal on a class of Group 1 Subordinate
Certificates of lower payment priority;

(b) from the remaining Principal Distribution Amount for Pool 2,
sequentially, to the Class 2-M1, Class 2-M2, Class 2-M3, Class 2-M4 and Class 2-M5
Certificates, in that order, until the Class Principal Amount of each such class has been
reduced to zero; provided, however, if the Class Principal Amount of any class of Group
2 Subordinate Certificates is reduced to zero while the Group 1 Subordinate Certificates
of equivalent priority remain outstanding after distributions are made on such
Distribution Date pursuant to clause (C)(ii)(a) above, any Principal Distribution Amount
for Pool 2 remaining after payments are made under this clause (C)(ii)(b) to that class of
Group 2 Subordinate Certificates will be paid first to the class of Group 1 Subordinate
Certificates of equivalent priority until the Class Principal Amount of such class is
reduced to zero and second to pay principal on a class of Group 2 Subordinate
Certificates of lower payment priority;

(iii) from the aggregate of any remaining Principal Distribution Amounts for Pool 1
and Pool 2, sequentially, to the Class M6, Class M7, Class M8, Class M9, Class B1 and Class B2
Certificates in that order, until the Class Principal Amount of each such class has been reduced to
zero; and

(iv) from the aggregate of any remaining Principal Distribution Amounts for Pool 1
and Pool 2, for application as part of Monthly Excess Cashflow for such Distribution Date, as
described under “—Credit Enhancement—Application of Monthly Excess Cashflow” below, any
such Principal Distribution Amounts remaining after application pursuant to clauses (i) through
(iii) above.

Any Principal Distribution Amount remaining on any Distribution Date after the Target Amount is
achieved will be applied as part of the Monthly Excess Cashflow for such Distribution Date as described under “—
Credit Enhancement—Application of Monthly Excess Cashflow” below.

IL. On each Distribution Date (or, in the case of payments to the Swap Counterparty, the Business
Day prior to each Distribution Date) (a) on or after the Stepdown Date and (b) with respect to which a Trigger Event
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is not in effect, the Principal Distribution Amount for each Mortgage Pool for such date will be distributed in the
following order of priority:

(1) for deposit into the Interest Rate Swap Account, the allocable portion of any Net Swap
Payment or Swap Termination Payment (not due to a Swap Counterparty Trigger Event) for such Mortgage
Pool (based on the applicable Pool Percentage) owed to the Swap Counterparty (to the extent not paid
previously or from the Interest Remittance Amount in accordance with “—Distributions of Interest—
Interest Distribution Priorities” above);

(i1) for deposit into the Interest Rate Swap Account, any Net Swap Payment or Swap
Termination Payment (not due to a Swap Counterparty Trigger Event) owed to the Swap Counterparty (to
the extent not paid previously, from the Interest Remittance Amount in accordance with “—Distributions of
Interest—Interest Distribution Priorities” above or pursuant to clause (i) above) from the unrelated
Mortgage Pool;

(iii) (a) so long as any of the Offered Subordinate Certificates and the Class B Certificates are
outstanding, to the Group 1 Senior Certificates (from amounts in Pool 1 except as provided below) and to
the Group 2 Senior Certificates (from amounts in Pool 2 except as provided below), in accordance with the
Related Senior Priority in each case, an amount equal to the lesser of (x) the excess of (1) the Principal
Distribution Amount for the related Mortgage Pool for such Distribution Date over (2) the amount paid to
the Supplemental Interest Trust for deposit into the Interest Rate Swap Account with respect to such
Distribution Date pursuant to clauses (i) and (ii) above, and (y) the Related Senior Principal Distribution
Amount for such Mortgage Pool for such Distribution Date, in each case until the Class Principal Amount
of each such class has been reduced to zero; provided, however, to the extent that the Principal Distribution
Amount for a Mortgage Pool exceeds the Related Senior Principal Distribution Amount for such Mortgage
Pool, such excess will be applied to the Senior Certificates related to the other Mortgage Pool (in
accordance with the Related Senior Priority), but in an amount not to exceed the Senior Principal
Distribution Amount for such Distribution Date (as reduced by any distributions pursuant to subclauses (x)
or (y) of this clause (iii) on such Distribution Date); or (b) otherwise to the Group 1 and Group 2 Senior
Certificates (in each case in accordance with the Related Senior Priority), the excess of (A) the Principal
Distribution Amount for the related Mortgage Pool for such Distribution Date over (B) the amount paid to
the Supplemental Interest Trust for deposit into the Interest Rate Swap Account with respect to such
Distribution Date pursuant to clauses (i) and (ii) above, in each case until the Class Principal Amount of
each such class has been reduced to zero;

(iv) to the Class 1-M1 Certificates (from amounts in Pool 1 except as provided below) and to
the Class 2-M1 Certificates (from amounts in Pool 2 except as provided below), in accordance with the
Related Group Subordinate Priority in each case, an amount equal to the lesser of (x) the excess of (1) the
Principal Distribution Amount for the related Mortgage Pool for such Distribution Date over (2) the sum of
(A) the amount paid to the Supplemental Interest Trust for deposit into the Interest Rate Swap Account
with respect to such Distribution Date pursuant to clauses (i) and (ii) above and (B) the amount distributed
to the Senior Certificates pursuant to clause (iii) above, and (y) the Related M1 Principal Distribution
Amount for such Mortgage Pool for such Distribution Date, in each case until the Class Principal Amount
of each such class has been reduced to zero; provided, however, to the extent that the Principal Distribution
Amount for a Mortgage Pool exceeds the Related M1 Principal Distribution Amount for such Mortgage
Pool, such excess will be applied to the Class M1 Certificates related to the other Mortgage Pool (in
accordance with the Related Group Subordinate Priority), but in an amount not to exceed the M1 Principal
Distribution Amount for such Distribution Date (as reduced by any distributions pursuant to subclauses (x)
or (y) of this clause (iv) on such Distribution Date);

v) to the Class 1-M2 Certificates (from amounts in Pool 1 except as provided below) and to
the Class 2-M2 Certificates (from amounts in Pool 2 except as provided below), in accordance with the
Related Group Subordinate Priority in each case, an amount equal to the lesser of (x) the excess of (1) the
Principal Distribution Amount for the related Mortgage Pool for such Distribution Date over (2) the sum of
(A) the amount paid to the Supplemental Interest Trust for deposit into the Interest Rate Swap Account
with respect to such Distribution Date pursuant to clauses (i) and (ii) above and (B) the amount distributed
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to the Senior Certificates and the Class M1 Certificates pursuant to clauses (iii) and (iv) above, and (y) the
Related M2 Principal Distribution Amount for such Mortgage Pool for such Distribution Date, in each case
until the Class Principal Amount of each such class has been reduced to zero; provided, however, to the
extent that the Principal Distribution Amount for a Mortgage Pool exceeds the Related M2 Principal
Distribution Amount for such Mortgage Pool, such excess will be applied to the Class M2 Certificates
related to the other Mortgage Pool (in accordance with the Related Group Subordinate Priority), but in an
amount not to exceed the M2 Principal Distribution Amount for such Distribution Date (as reduced by any
distributions pursuant to subclauses (x) or (y) of this clause (v) on such Distribution Date);

(vi) to the Class 1-M3 Certificates (from amounts in Pool 1 except as provided below) and to
the Class 2-M3 Certificates (from amounts in Pool 2 except as provided below) in accordance with the
Related Group Subordinate Priority in each case, an amount equal to the lesser of (x) the excess of (1) the
Principal Distribution Amount for the related Mortgage Pool for such Distribution Date over (2) the sum of
(A) the amount paid to the Supplemental Interest Trust for deposit into the Interest Rate Swap Account
with respect to such Distribution Date pursuant to clauses (i) and (ii) above and (B) the amount distributed
to the Senior Certificates and the Class M1 and Class M2 Certificates pursuant to clauses (iii) through (v)
above, and (y) the Related M3 Principal Distribution Amount for such Mortgage Pool for such Distribution
Date, in each case until the Class Principal Amount of each such class has been reduced to zero; provided,
however, to the extent that the Principal Distribution Amount for a Mortgage Pool exceeds the Related M3
Principal Distribution Amount for such Mortgage Pool, such excess will be applied to the Class M3
Certificates related to the other Mortgage Pool (in accordance with the Related Group Subordinate
Priority), but in an amount not to exceed the M3 Principal Distribution Amount for such Distribution Date
(as reduced by any distributions pursuant to subclauses (x) or (y) of this clause (vi) on such Distribution
Date);

(vii) to the Class 1-M4 Certificates (from amounts in Pool 1 except as provided below) and to
the Class 2-M4 Certificates (from amounts in Pool 2 except as provided below), in accordance with the
Related Group Subordinate Priority in each case, an amount equal to the lesser of (x) the excess of (1) the
Principal Distribution Amount for the related Mortgage Pool for such Distribution Date over (2) the sum of
(A) the amount paid to the Supplemental Interest Trust for deposit into the Interest Rate Swap Account
with respect to such Distribution Date pursuant to clauses (i) and (ii) above and (B) the amount distributed
to the Senior Certificates and the Class M1, Class M2 and Class M3 Certificates pursuant to clauses (iii)
through (vi) above, and (y) the Related M4 Principal Distribution Amount for such Mortgage Pool for such
Distribution Date, in each case until the Class Principal Amount of each such class has been reduced to
zero, provided, however, to the extent that the Principal Distribution Amount for a Mortgage Pool exceeds
the Related M4 Principal Distribution Amount for such Mortgage Pool, such excess will be applied to the
Class M4 Certificates related to the other Mortgage Pool (in accordance with the Related Group
Subordinate Priority), but in an amount not to exceed the M4 Principal Distribution Amount for such
Distribution Date (as reduced by any distributions pursuant to subclauses (x) or (y) of this clause (vii) on
such Distribution Date);

(viii)  to the Class 1-M5 Certificates (from amounts in Pool 1 except as provided below) and to
the Class 2-M5 Certificates (from amounts in Pool 2 except as provided below), in accordance with the
Related Group Subordinate Priority in each case, an amount equal to the lesser of (x) the excess of (1) the
Principal Distribution Amount for the related Mortgage Pool for such Distribution Date over (2) the sum of
(A) the amount paid to the Supplemental Interest Trust for deposit into the Interest Rate Swap Account
with respect to such Distribution Date pursuant to clauses (i) and (ii) above and (B) the amount distributed
to the Senior Certificates and the Class M1, Class M2, Class M3 and Class M4 Certificates pursuant to
clauses (iii) through (vii) above, and (y) the Related M5 Principal Distribution Amount for such Mortgage
Pool for such Distribution Date, in each case until the Class Principal Amount of each such class has been
reduced to zero; provided, however, to the extent that the Principal Distribution Amount for a Mortgage
Pool exceeds the Related M5 Principal Distribution Amount for such Mortgage Pool, such excess will be
applied to the Class M5 Certificates related to the other Mortgage Pool (in accordance with the Related
Group Subordinate Priority), but in an amount not to exceed the M5 Principal Distribution Amount for such
Distribution Date (as reduced by any distributions pursuant to subclauses (x) or (y) of this clause (viii) on
such Distribution Date);
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(ix) to the Class M6 Certificates, an amount equal to the lesser of (x) the excess of (a) the
aggregate of the Principal Distribution Amounts for Pool 1 and Pool 2 for such Distribution Date over (b)
the amount distributed to the Senior Certificates and the Class M1, Class M2, Class M3, Class M4 and
Class M5 Certificates or paid to the Supplemental Interest Trust for deposit into the Interest Rate Swap
Account pursuant to clauses (i) through (viii) above, and (y) the M6 Principal Distribution Amount for such
Distribution Date, until the Class Principal Amount of such class has been reduced to zero;

(x) to the Class M7 Certificates, an amount equal to the lesser of (x) the excess of (a) the
aggregate of the Principal Distribution Amounts for Pool 1 and Pool 2 for such Distribution Date over (b)
the amount distributed to the Senior Certificates and the Class M1, Class M2, Class M3, Class M4, Class
MS5 and Class M6 Certificates or paid to the Supplemental Interest Trust for deposit into the Interest Rate
Swap Account pursuant to clauses (i) through (ix) above, and (y) the M7 Principal Distribution Amount for
such Distribution Date, until the Class Principal Amount of such class has been reduced to zero;

(x1) to the Class M8 Certificates, an amount equal to the lesser of (x) the excess of (a) the
aggregate of the Principal Distribution Amounts for Pool 1 and Pool 2 for such Distribution Date over (b)
the amount distributed to the Senior Certificates and the Class M1, Class M2, Class M3, Class M4, Class
MS5, Class M6 and Class M7 Certificates or paid to the Supplemental Interest Trust for deposit into the
Interest Rate Swap Account pursuant to clauses (i) through (x) above, and (y) the M8 Principal Distribution
Amount for such Distribution Date, until the Class Principal Amount of such class has been reduced to
Zero;

(xii) to the Class M9 Certificates, an amount equal to the lesser of (x) the excess of (a) the
aggregate of the Principal Distribution Amounts for Pool 1 and Pool 2 for such Distribution Date over (b)
the amount distributed to the Senior Certificates and the Class M1, Class M2, Class M3, Class M4, Class
M5, Class M6, Class M7 and Class M8 Certificates or paid to the Supplemental Interest Trust for deposit
into the Interest Rate Swap Account pursuant to clauses (i) through (xi) above, and (y) the M9 Principal
Distribution Amount for such Distribution Date, until the Class Principal Amount of such class has been
reduced to zero;

(xiii)  to the Class B1 Certificates, an amount equal to the lesser of (x) the excess of (a) the
aggregate of the Principal Distribution Amounts for Pool 1 and Pool 2 for such Distribution Date over (b)
the amount distributed to the Senior Certificates and the Class M1, Class M2, Class M3, Class M4, Class
M5, Class M6, Class M7, Class M8 and Class M9 Certificates or paid to the Supplemental Interest Trust
for deposit into the Interest Rate Swap Account pursuant to clauses (i) through (xii) above, and (y) the B1
Principal Distribution Amount for such Distribution Date, until the Class Principal Amount of such class
has been reduced to zero;

(xiv)  to the Class B2 Certificates, an amount equal to the lesser of (x) the excess of (a) the
aggregate of the Principal Distribution Amounts for Pool 1 and Pool 2 for such Distribution Date over (b)
the amount distributed to the Senior Certificates and the Class M1, Class M2, Class M3, Class M4, Class
M3, Class M6, Class M7, Class M8, Class M9 and Class B1 Certificates or paid to the Supplemental
Interest Trust for deposit into the Interest Rate Swap Account pursuant to clauses (i) through (xiii) above,
and (y) the B2 Principal Distribution Amount for such Distribution Date, until the Class Principal Amount
of such class has been reduced to zero; and

(xv) for application as part of Monthly Excess Cashflow for such Distribution Date, as
described under “—Credit Enhancement—Application of Monthly Excess Cashflow” below, any such
Principal Distribution Amounts remaining after application pursuant to clauses (i) through (xiv) above.

Credit Enhancement

Credit enhancement for the Offered Certificates and the Class B Certificates consists of, in addition to

limited cross-collateralization, the subordination of the Subordinate Certificates, the priority of application of
Realized Losses, excess interest, an interest rate swap agreement, an interest rate cap agreement and
overcollateralization, in each case as described herein.
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Subordination. The rights of holders of any class of Group Subordinate Certificates to receive
distributions with respect to the Mortgage Loans will be subordinated, to the extent described herein, to such rights
of holders of each class of Offered Certificates of the related Group having a higher priority of distribution, as
described under “—Distributions of Interest” and “—Distributions of Principal.” The rights of holders of the Class
M6, Class M7, Class M8, Class M9, Class B1 and Class B2 Certificates to receive distributions with respect to the
Mortgage Loans will be subordinated, to the extent described herein, to such rights of holders of each class of
Offered Certificates having a higher priority of distribution, as described under “—Distributions of Interest” and “—
Distributions of Principal.” This subordination is intended to enhance the likelihood of regular receipt by holders of
Offered Certificates having a higher priority of distribution of the full amount of interest and principal distributable
thereon, and to afford such Certificateholders limited protection against Realized Losses incurred with respect to the
Mortgage Loans.

The limited protection afforded to holders of the Offered Certificates by means of the subordination of the
Offered Subordinate Certificates and the Class B Certificates having a lower priority of distribution will be
accomplished by the preferential right of holders of such Offered Certificates to receive, prior to any distribution in
respect of interest or principal being made on any Distribution Date in respect of Certificates having a lower priority
of distribution, the amounts of interest due them and principal available for distribution, respectively, on such
Distribution Date.

Application of Realized Losses. Realized Losses on the Mortgage Loans will have the effect of reducing
amounts distributable in respect of, firsz, the Class X Certificates (both through the application of Monthly Excess
Cashflow to fund such deficiency and through a reduction in the Overcollateralization Amount for the related
Distribution Date); second, the Class B2 Certificates; third, the Class B1 Certificates; fourth, the Class M9
Certificates; fifth, the Class M8 Certificates; sixth, the Class M7 Certificates; seventh, the Class M6 Certificates;
eighth, the Class M5 Certificates; ninth, the Class M4 Certificates; tenth, the Class M3 Certificates, eleventh, the
Class M2 Certificates and twelfth, the Class M1 Certificates, before reducing amounts distributable in respect of the
Senior Certificates. Losses will be allocated to each class of Group Subordinate Certificates of equivalent priority
(i.e., of the same numerical class designation) on a pro rata basis, based on their respective outstanding Class
Principal Amounts.

To the extent that Realized Losses are incurred, those Realized Losses will reduce the Aggregate Pool
Balance, and thus may reduce the Overcollateralization Amount. As described herein, the Overcollateralization
Amount is increased and maintained by application of Monthly Excess Cashflow to make distributions of principal
on the Offered Certificates and the Class B Certificates.

If on any Distribution Date after giving effect to all Realized Losses incurred with respect to the Mortgage
Loans during the related Collection Period and distributions of principal on such Distribution Date, there are
Applied Loss Amounts, the Certificate Principal Amounts of the Offered Subordinate Certificates and the Class B
Certificates will be reduced in inverse order of priority of distribution. Applied Loss Amounts will be allocated in
reduction of the Class Principal Amount of first, the Class B2 Certificates, until their Class Principal Amount has
been reduced to zero; second, the Class B1 Certificates, until their Class Principal Amount has been reduced to zero;
third, the Class M9 Certificates, until their Class Principal Amount has been reduced to zero; fourth, the Class M8
Certificates, until their Class Principal Amount has been reduced to zero; fifth, the Class M7 Certificates, until their
Class Principal Amount has been reduced to zero; sixth, the Class M6 Certificates, until their Class Principal
Amount has been reduced to zero; seventh, the Class M5 Certificates, until their Class Principal Amount has been
reduced to zero; eighth, the Class M4 Certificates, until their Class Principal Amount has been reduced to zero;
ninth, the Class M3 Certificates, until their Class Principal Amount has been reduced to zero; tenth, the Class M2
Certificates, until their Class Principal Amount has been reduced to zero and eleventh, the Class M1 Certificates,
until their Class Principal Amount has been reduced to zero. The Certificate Principal Amounts of the Senior
Certificates will not be reduced by allocation of Applied Loss Amounts; however, if the applicable subordination is
insufficient to absorb losses, the holders of the Senior Certificates may incur losses and may never receive all of
their principal payments. Applied Loss Amounts will be allocated to each class of Group Subordinate Certificates
of equivalent priority on a pro rata basis, based on their respective outstanding Class Principal Amounts.

Holders of the Offered Subordinate Certificates and the Class B Certificates will not receive any
distributions in respect of Applied Loss Amounts, except from Monthly Excess Cashflow from each Mortgage Pool,
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to the extent of such excess available funds, as described under “—Credit Enhancement—Application of Monthly
Excess Cashflow” below, the Interest Rate Swap Amount (if any), as described under “—Supplemental Interest
Trust—Application of Deposits and Payments Received by the Supplemental Interest Trust—Interest Rate Swap
Agreement” and the Interest Rate Cap Amount (if any), as described under “—Supplemental Interest Trust—
Application of Deposits and Payments Received by the Supplemental Interest Trust—Interest Rate Cap Agreement”
below.

In the event that the related Servicer or the Master Servicer recovers any Subsequent Recovery, such
Subsequent Recovery will be distributed in accordance with the priorities described under “—Distributions of
Principal—Principal Distribution Priorities” in this prospectus supplement and the Class Principal Amount of each
class of Certificates that has previously been reduced by an Applied Loss Amount will be increased as described in
the definition of “Certificate Principal Amount.” Any Subsequent Recovery that is received during a Prepayment
Period will be included as a part of the Principal Remittance Amount for the related Distribution Date.

Excess Interest. The Mortgage Loans included in each Mortgage Pool bear interest each month that in the
aggregate is expected to exceed the amount needed to pay monthly interest on the Offered Certificates and the
Class B Certificates, the fees and expenses of the Servicers, the Custodians, the Master Servicer, the Securities
Administrator, the Trustee and the Credit Risk Manager, any Net Swap Payments and Swap Termination Payments
(not due to a Swap Counterparty Trigger Event) owed to the Swap Counterparty and the Final Maturity Reserve
Amount, if any. Such excess interest from the Mortgage Loans each month will be available to absorb Realized
Losses on the Mortgage Loans and to maintain overcollateralization at the required level.

Interest Rate Swap Agreement. Amounts received under the Swap Agreement will be applied to pay
interest shortfalls, repay losses and to maintain the Targeted Overcollateralization Amount for such Distribution
Date as described under “—Supplemental Interest Trust—Application of Deposits and Payments Received by the
Supplemental Interest Trust—Interest Rate Swap Agreement” below.

Interest Rate Cap Agreement. Amounts received under the Interest Rate Cap Agreement will be applied to
pay interest shortfalls, repay losses and to maintain the Targeted Overcollateralization Amount for such Distribution
Date as described under “—Supplemental Interest Trust—Application of Deposits and Payments Received by the
Supplemental Interest Trust—Interest Rate Cap Agreement” below.

Overcollateralization. The Aggregate Pool Balance as of the Cut-off Date will exceed the initial aggregate
Class Principal Amount of the Offered Certificates and the Class B Certificates by approximately $14,820,142,
which represents approximately 1.80% of the Cut-off Date Balance. The weighted average of the Net Mortgage
Rates of the Mortgage Loans is currently, and generally in the future is expected to be, higher than the weighted
average interest rate on such Certificates, fees and expenses of the Trust Fund, any Net Swap Payments and Swap
Termination Payments (not due to a Swap Counterparty Trigger Event) due to the Swap Counterparty and the Final
Maturity Reserve Amount, if any. As described below, interest collections will be applied as distributions of
principal to the extent needed to maintain overcollateralization (i.e., the excess of the Aggregate Pool Balance over
the aggregate Class Principal Amount of the Offered Certificates and the Class B Certificates) at the Targeted
Overcollateralization Amount for such Distribution Date. However, Realized Losses with respect to Mortgage Loans
in any Mortgage Pool will reduce overcollateralization, and could result in an Overcollateralization Deficiency.

As described herein, to the extent that the Overcollateralization Amount for such Distribution Date exceeds
the Targeted Overcollateralization Amount for such Distribution Date, a portion of the Principal Remittance Amount
will not be applied in reduction of the Certificate Principal Amounts of the Offered Certificates and the Class B
Certificates, but will instead be applied as described below.

Application of Monthly Excess Cashflow. Any Monthly Excess Cashflow will, on each Distribution Date,
be distributed in the following order of priority:

(1 for each Distribution Date occurring (a) before the Stepdown Date or (b) on or after the Stepdown
Date and for which a Trigger Event is in effect, then until the aggregate Certificate Principal Amount of the Offered
Certificates and the Class B Certificates equals the Target Amount for such Distribution Date, in the following order
of priority:
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(a) concurrently, in proportion to the aggregate Class Principal Amount of the Senior
Certificates relating to each Mortgage Pool, after giving effect to principal distributions on such
Distribution Date (as described under “—Distributions of Principal—Principal Distribution Priorities”
above), to the Group 1 Senior Certificates and Group 2 Senior Certificates, in each case in accordance with
the Related Senior Priority, in reduction of their respective Class Principal Amounts, until the Class
Principal Amount of each such class has been reduced to zero; and

(b) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class
MBS, Class M9, Class B1 and Class B2 Certificates, sequentially, in that order, in reduction of their
respective Class Principal Amounts, until the Class Principal Amount of each such class has been reduced
to zero;

(2) for each Distribution Date occurring on or after the Stepdown Date and for which a Trigger Event
is not in effect, in the following order of priority:

(a) concurrently, in proportion to the aggregate Class Principal Amount of the Senior
Certificates relating to each Mortgage Pool, after giving effect to principal distributions on such
Distribution Date (as described under “—Distributions of Principal—Principal Distribution Priorities”
above), to the Group 1 Senior Certificates and Group 2 Senior Certificates, in each case in accordance with
the Related Senior Priority, in reduction of their respective Class Principal Amounts until the Class
Principal Amount of each such class after giving effect to distributions on such Distribution Date, equals
the Senior Target Amount;

(b) to the Class M1 Certificates, in reduction of their Class Principal Amounts, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1 Certificates, after giving
effect to distributions on such Distribution Date, equals the M1 Target Amount;

() to the Class M2 Certificates, in reduction of their Class Principal Amounts, until the
aggregate Class Principal Amount of the Senior Certificates, the Class M1 Certificates and the Class M2
Certificates, after giving effect to distributions on such Distribution Date, equals the M2 Target Amount;

(d) to the Class M3 Certificates, in reduction of their Class Principal Amounts, until the
aggregate Class Principal Amount of the Senior Certificates, the Class M1 Certificates, the Class M2
Certificates and the Class M3 Certificates, after giving effect to distributions on such Distribution Date,
equals the M3 Target Amount;

(e) to the Class M4 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3 and
Class M4 Certificates, after giving effect to distributions on such Distribution Date, equals the M4 Target
Amount;

® to the Class M5 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class
M4 and Class M5 Certificates, after giving effect to distributions on such Distribution Date, equals the M5
Target Amount;

(2) to the Class M6 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class
M4, Class M5 and Class M6 Certificates, after giving effect to distributions on such Distribution Date,
equals the M6 Target Amount;

(h) to the Class M7 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class
M4, Class M5, Class M6 and Class M7 Certificates, after giving effect to distributions on such Distribution
Date, equals the M7 Target Amount;

(1) to the Class M8 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class

S-50



M4, Class M5, Class M6, Class M7 and Class M8 Certificates, after giving effect to distributions on such
Distribution Date, equals the M8 Target Amount;

() to the Class M9 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class
M4, Class M5, Class M6, Class M7, Class M8 and Class M9 Certificates, after giving effect to distributions
on such Distribution Date, equals the M9 Target Amount;

(k) to the Class B1 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class
M4, Class M5, Class M6, Class M7, Class M8, Class M9 and Class B1 Certificates, after giving effect to
distributions on such Distribution Date, equals the B1 Target Amount; and

)] to the Class B2 Certificates, in reduction of their Class Principal Amount, until the
aggregate Class Principal Amount of the Senior Certificates and the Class M1, Class M2, Class M3, Class
M4, Class M5, Class M6, Class M7, Class M8, Class M9, Class B1 and Class B2 Certificates, after giving
effect to distributions on such Distribution Date, equals the B2 Target Amount;

3) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class M8, Class
M9, Class B1 and Class B2 Certificates, sequentially, in that order, any Deferred Amount for each such class and
such Distribution Date;

@) to the Basis Risk Reserve Fund, the amount of any Basis Risk Payment, and then from the Basis
Risk Reserve Fund, in the following order of priority:

(a) concurrently, in proportion to their respective Basis Risk Shortfall and Unpaid Basis Risk
Shortfall amounts, to the Senior Certificates, any Basis Risk Shortfall and Unpaid Basis Risk Shortfall for
each such class and such Distribution Date;

(b) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class
MBS, Class M9, Class B1 and Class B2 Certificates, sequentially, in that order, any applicable Basis Risk
Shortfall and Unpaid Basis Risk Shortfall for each such class and such Distribution Date; and

(c) for addition to amounts distributable pursuant to priority (6) below, any amounts
remaining in the Basis Risk Reserve Fund in excess of amounts required to be on deposit therein after
satisfying priorities (4)(a) and (b) above for such Distribution Date;

(5) to the Class P Certificates, the amount distributable thereon under the Trust Agreement;

(6) to the Interest Rate Swap Account, for distribution pursuant to priorities (10) and (11) under “—
Supplemental Interest Trust—Application of Deposits and Payments Received by the Supplemental Interest Trust—
Interest Rate Swap Agreement” below; and

7 to the Residual Certificate, any remaining amount.

In the case of distributions made pursuant to priorities (2)(b), (c), (d), (e) and (f), (3) and 4(b) above, such
amounts will be allocated to Group Subordinate Certificates of equivalent priority on a pro rata basis, based on their
respective outstanding Class Principal Amounts.

Supplemental Interest Trust

Interest Rate Swap Agreement. Under the Swap Agreement, one Business Day prior to each Distribution
Date commencing in July 2007 and ending with the Distribution Date in May 2013, the Trustee, on behalf of the
Supplemental Interest Trust, will be obligated to pay to the Swap Counterparty a fixed amount equal to the product
of (a) the Rate of Payment for the related Distribution Date, (b) the Scheduled Notional Amount for the related
Distribution Date and (c) a fraction, the numerator of which is the actual number of days in each Accrual Period and
the denominator of which is 360, and the Swap Counterparty will be obligated to pay to the Trustee, on behalf of the
Supplemental Interest Trust, a floating amount equal to the product of (x) LIBOR (as determined pursuant to the
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Swap Agreement), (y) the Scheduled Notional Amount for the related Distribution Date and (z) a fraction, the
numerator of which is the actual number of days in each Accrual Period and the denominator of which is 360. A
Net Swap Payment will be required to be made for the related Distribution Date either (a) by the Supplemental
Interest Trust to the Swap Counterparty, to the extent that the fixed amount exceeds the corresponding floating
amount, or (b) by the Swap Counterparty to the Supplemental Interest Trust, to the extent that the floating amount
exceeds the corresponding fixed amount. The initial Scheduled Notional Amount of the Swap Agreement will equal
approximately $787,571,000 for the Distribution Date in July 2007.

The Swap Counterparty and the Trustee, on behalf of the Supplemental Interest Trust, have entered into a
credit support annex in relation to the Swap Agreement to protect the Supplemental Interest Trust against future
ratings downgrades of the Swap Counterparty that might otherwise hinder the ability of the Swap Counterparty to
continue its obligations under the Swap Agreement. The Trustee, on behalf of the Supplemental Interest Trust, will
establish a segregated collateral account to hold any collateral required to be posted by the Swap Counterparty under
the credit support annex. Where a termination event occurs with respect to the Swap Counterparty under the Swap
Agreement, or where the Swap Counterparty fulfills certain obligations to the Supplemental Interest Trust such as
finding a replacement swap counterparty or a guarantor that meets established criteria of the Rating Agencies, the
Trustee may be required to make payments from the segregated collateral account to the Swap Counterparty if
amounts are due to such party under the terms of the credit support annex.

The Swap Agreement will terminate immediately following the Distribution Date in May 2013 unless
terminated earlier upon the occurrence of a Swap Default or Swap Early Termination.

The Swap Agreement and any payments made by the Swap Counterparty thereunder will be assets of the
Supplemental Interest Trust but will not be assets of any REMIC.

The Trustee will establish the Interest Rate Swap Account, into which the Sponsor will make an initial
deposit of $1,000 on the Closing Date. The Trustee will deposit into the Interest Rate Swap Account any Interest
Rate Swap Amount received by the Trustee, and the Trustee will distribute from the Interest Rate Swap Account any
Interest Rate Swap Amount pursuant to the priority of payments set forth under “—Application of Deposits and
Payments Received by the Supplemental Interest Trust—Interest Rate Swap Agreement” below. The Trustee will
deposit into the segregated collateral account any amounts posted as collateral by the Swap Counterparty and will
remit interest earned on such amounts to the Swap Counterparty pursuant to the terms of the credit support annex
and to the extent earned by the Trustee. Amounts held in the segregated collateral account will not be part of the
Interest Rate Swap Account or Trust Fund and will not be available for distribution to Certificateholders.

As of the Cut-off Date, the aggregate significance percentage with respect to Swiss Re Financial Products
Corporation, as Swap Counterparty and Cap Counterparty will be less than 10%.

The respective obligations of the Swap Counterparty and the Supplemental Interest Trust to pay specified
amounts due under the Swap Agreement will be subject to the following conditions precedent: (1) no Swap Default
or event that with the giving of notice or lapse of time or both would become a Swap Default will have occurred and
be continuing with respect to the Swap Agreement and (2) no Early Termination Date has occurred or been
effectively designated with respect to the Swap Agreement.

In addition, there are Additional Termination Events relating to the Supplemental Interest Trust, including
if the Supplemental Interest Trust or the Trust Fund should terminate, if the Trust Agreement is amended without the
prior written consent of the Swap Counterparty where written consent is required, if the Class Principal Amounts of
the rated Certificates are reduced to zero or if, pursuant to the terms of the Trust Agreement, the Master Servicer
exercises its option to purchase the Mortgage Loans. Pursuant to the terms of the Swap Agreement, an Additional
Termination Event with respect to the Swap Counterparty will generally occur if any applicable short-term or long-
term credit rating of the Swap Counterparty or the Credit Support Provider is downgraded below the specified levels
set forth in the Swap Agreement and (i) the Swap Counterparty fails to post collateral securing its obligations under
the Swap Agreement and/or fails to obtain a guarantor or a substitute swap counterparty acceptable to the Trustee
and the Rating Agencies (if required under the Swap Agreement) that will assume the obligations of the Swap
Counterparty under the Swap Agreement or (ii) the Swap Counterparty is defaulting on certain obligations imposed
as a result of the downgrade and the Supplemental Interest Trust obtains a guarantor or secures a substitute swap
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counterparty acceptable to the Rating Agencies (if required under the Swap Agreement) that will assume the
obligations of the Swap Counterparty under the Swap Agreement.

Upon the occurrence of any Swap Default under the Swap Agreement, the non-defaulting party will have
the right to designate an Early Termination Date. With respect to Termination Events, an Early Termination Date
may be designated by one of the parties (as specified in the Swap Agreement) and will occur only upon notice and,
in some circumstances, after any Affected Party has used reasonable efforts to transfer its rights and obligations
under the Swap Agreement to a related entity within a specified period after notice has been given of the
Termination Event, all as set forth in the Swap Agreement.

Upon any Swap Early Termination, the Supplemental Interest Trust or the Swap Counterparty (or the
Credit Support Provider) may be liable to make a Swap Termination Payment to the other (regardless, if applicable,
of which of the parties has caused the termination). The Swap Termination Payment will be based on the value of
the Swap Agreement computed in accordance with the procedures set forth in the Swap Agreement taking into
account the present value of the unpaid amounts that would have been owed by the Supplemental Interest Trust or
the Swap Counterparty under the remaining scheduled term of the Swap Agreement. In the event that the
Supplemental Interest Trust is required to make a Swap Termination Payment, such payment will be paid from the
Trust Fund on the Business Day prior to the related Distribution Date, and on the Business Day prior to any
subsequent Distribution Dates until paid in full, prior to distributions to Certificateholders.

The Swap Counterparty is permitted to transfer its rights and obligations to another party, provided, that
such replacement swap counterparty assumes all the obligations of the Swap Counterparty as set forth in the Swap
Agreement and the Rating Agencies confirm in writing (if required under the Swap Agreement) that as a result of
such transfer, the Offered Certificates and the Class B Certificates will not be downgraded, all as provided in the
Swap Agreement.

The Swap Counterparty.

Swiss Re Financial Products Corporation (“SRFP”) is a Delaware corporation incorporated on May 23,
1995. In the course of conducting its business, SRFP trades in over-the-counter derivative products and structures
and advises on a variety of financial transactions that transfer insurance, market or credit risk to or from capital
markets. SRFP’s headquarters are located at 55 East 52nd Street, New York, New York 10055. SRFP currently has
a long-term counterparty credit rating of “AA-" and a short-term debt rating of “A-1+" from Standard & Poor’s.

SRFP is an indirect, wholly owned subsidiary of Swiss Reinsurance Company (“Swiss Re”), a Swiss
corporation. The obligations of SRFP under the Swap Agreement are fully and unconditionally guaranteed under a
guaranty by Swiss Re. Swiss Re was founded in Zurich, Switzerland, in 1863 and since then has become one of the
world’s leading reinsurers. Swiss Re and its reinsurance subsidiaries have over 70 offices in more than 30 countries.
Swiss Re’s headquarters are located at Mythenquai 50/60, CH-8022, Zurich, Switzerland. On June 12, 2006, Swiss
Re announced that it completed its acquisition of GE Insurance Solutions (excluding its US life and health business)
from General Electric.

Swiss Re currently has (i) from Standard & Poor’s: long-term counterparty credit, financial strength and
senior unsecured debt ratings of “AA-" and a short-term counterparty credit rating of “A-1+,” (ii) from Moody’s:
insurance financial strength and senior debt ratings of “Aa2” (negative outlook), and a short-term rating of “P-1”
and (iii) from Fitch: insurer financial strength rating (Fitch initiated) and long-term issuer rating (Fitch initiated) of
“AA-".

Various regulatory authorities, including the U.S. Securities and Exchange Commission and State
Attorneys General in the United States, including the New York State Attorney General’s office, State Insurance
Departments in the United States and the U.K. Financial Services Authority, as well as law enforcement agencies,
are conducting investigations on various aspects of the insurance industry, including the use of non-traditional, or
loss mitigation insurance, products. Swiss Re is among the companies that have received subpoenas to produce
documents relating to "non-traditional" products as part of these investigations. Swiss Re has announced that it is
cooperating fully with all requests for documents addressed to Swiss Re. It is unclear at this point what the ultimate
scope of the investigations will be, in terms of the products, parties or practices under review, particularly given the

S-53



potentially broad range of products that could be characterized as "non-traditional." It is therefore also unclear what
the direct or indirect consequences of such investigations will be, and Swiss Re is not currently in a position to give
any assurances as to the consequences for it or the insurance and reinsurance industries of the foregoing
investigations or related developments. Any of the foregoing could adversely affect its business, results of
operations and financial condition.

The information contained in the preceding four paragraphs has been provided by SRFP and Swiss Re for
use in this prospectus supplement. Neither SRFP nor Swiss Re undertakes any obligation to update such
information. SRFP and Swiss Re have not been involved in the preparation of, and do not accept responsibility for,
this prospectus supplement.

Interest Rate Cap Agreement. On the Closing Date, the Trustee, on behalf of the Supplemental Interest
Trust, will enter into the Interest Rate Cap Agreement for the benefit of the Offered Certificates and the Class B
Certificates.

Under the terms of the Interest Rate Cap Agreement, in exchange for a fixed payment made on behalf of
the Supplemental Interest Trust on the Closing Date, the Cap Counterparty is obligated to pay to the Supplemental
Interest Trust at least one Business Day prior to each Distribution Date, commencing with the Distribution Date in
July 2008 and ending with the Distribution Date in May 2012, one month’s interest calculated at an annual rate
equal to the excess, if any, of LIBOR (as determined pursuant to the Interest Rate Cap Agreement) over the strike
rate on the Scheduled Notional Amount for the related Distribution Date, multiplied by a fraction, the numerator of
which is the actual number of days in the Accrual Period related to such Distribution Date and the denominator of
which is 360. The strike rate is equal to 6.50%. The initial Scheduled Notional Amount will equal approximately
$680,000 for the Distribution Date in July 2008.

The Interest Rate Cap Agreement and any payments made by the Cap Counterparty thereunder will be
assets of the Supplemental Interest Trust but will not be assets of any REMIC.

The Trustee will establish the Interest Rate Cap Account, into which the Sponsor will make an initial
deposit of $1,000 on the Closing Date. The Trustee will deposit into the Interest Rate Cap Account any payments
received by the Trustee under the Interest Rate Cap Agreement, and the Trustee will distribute from the Interest Rate
Cap Account any Interest Rate Cap Amount pursuant to the priority of payments set forth under “—Application of
Deposits and Payments Received by the Supplemental Interest Trust—Interest Rate Cap Agreement” below.

Swiss Re Financial Products Corporation may be replaced as Swap Counterparty and Cap Counterparty if
the aggregate significance percentage of the Swap Agreement and the Interest Rate Cap Agreement is equal to or
greater than 8%.

The Cap Counterparty. The Cap Counterparty is the same entity as the Swap Counterparty. See “—
Supplemental Interest Trust—The Swap Counterparty” above.

Application of Deposits and Payments Received by the Supplemental Interest Trust.

Interest Rate Swap Agreement. The Interest Rate Swap Amount will, on each Distribution Date (or, in the
case of payments to the Swap Counterparty, the Business Day prior to each Distribution Date), be distributed from
the Interest Rate Swap Account, after making all distributions under “—Application of Monthly Excess Cashflow”
above, in the following order of priority:

(1) to the Swap Counterparty, any Net Swap Payment owed to the Swap Counterparty
pursuant to the Swap Agreement for the related Distribution Date;

2) to the Swap Counterparty, any unpaid Swap Termination Payment not due to a Swap
Counterparty Trigger Event owed to the Swap Counterparty pursuant to the Swap Agreement;

3) to the Senior Certificates, Current Interest and any Carryforward Interest for each such
class for such Distribution Date pursuant to clause (B)(i) under “—Distributions of Interest—Interest
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Distribution Priorities” above (such shortfall in Current Interest and Carryforward Interest to be allocated
among such classes in proportion to the amount of Current Interest and Carryforward Interest that would
have otherwise been distributed thereon), to the extent unpaid;

4) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class
MBS, Class M9, Class B1 and Class B2 Certificates, sequentially, in that order, Current Interest and any
Carryforward Interest for each such class and such Distribution Date to the extent unpaid;

(5) to the Offered Certificates and the Class B Certificates, any amount necessary to maintain
the applicable target amounts specified in clauses (1) or (2) under “—Credit Enhancement—Application of
Monthly Excess Cashflow” above for such Distribution Date, for application pursuant to the priorities set
forth in such clauses, after giving effect to distributions pursuant to such clauses;

(6) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class
MBS, Class M9, Class B1 and Class B2 Certificates, sequentially, in that order, any Deferred Amount for
each such class and such Distribution Date to the extent unpaid,;

(7 to the Senior Certificates, any Basis Risk Shortfalls and Unpaid Basis Risk Shortfalls for
each such class and for such Distribution Date, for application pursuant to the priorities set forth in clause
(4)(a) under “—Credit Enhancement—Application of Monthly Excess Cashflow” above, to the extent
unpaid;

() to the Class M Certificates and the Class B Certificates, any Basis Risk Shortfalls and
Unpaid Basis Risk Shortfalls for each such class and for such Distribution Date, for application pursuant to
the priorities set forth in clause (4)(b) under “—Credit Enhancement—Application of Monthly Excess
Cashflow” above, to the extent unpaid,

9) for the purchase of a replacement interest rate swap agreement (if necessary);

(10) to the Swap Counterparty, any unpaid Swap Termination Payment triggered by a Swap
Counterparty Trigger Event owed to the Swap Counterparty pursuant to the Swap Agreement; and

11 to the Class X Certificates, any amount deposited into the Interest Rate Swap Account as
described under “—Credit Enhancement—Application of Monthly Excess Cashflow” above and any

remaining Interest Rate Swap Amount.

With respect to each Distribution Date, the sum of all amounts distributed pursuant to clauses (5) and (6)

above will not exceed cumulative Realized Losses incurred as reduced by amounts previously distributed pursuant
to clauses (5) and (6) above together with amounts previously distributed pursuant to clauses (3) and (4) as
described under “—Interest Rate Cap Agreement” below.

Any amounts distributed to the Group Subordinate Certificates pursuant to priorities (4), (5) and (6) above

will be allocated to classes of Group of Subordinate Certificates of equivalent priority (i.e., of the same numerical
class designation) on a pro rata basis, based on their respective Class Principal Amounts.

Interest Rate Cap Agreement. The Interest Rate Cap Amount will, on each Distribution Date, be

distributed from the Interest Rate Cap Account, after making all distributions under “—Interest Rate Swap
Agreement” above, in the following order of priority:

(1) to the Senior Certificates, Current Interest and any Carryforward Interest for each such
class for such Distribution Date pursuant to clause (3) under “—Interest Rate Swap Agreement” above
(such shortfall in Current Interest and Carryforward Interest to be allocated among such classes in
proportion to the amount of Current Interest and Carryforward Interest that would have otherwise been
distributable thereon), to the extent unpaid;
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2) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class
MBS, Class M9, Class B1 and Class B2 Certificates, sequentially, in that order, Current Interest and any
Carryforward Interest for each such class and such Distribution Date, to the extent unpaid,

3) to the Offered Certificates and the Class B Certificates, any amount necessary to maintain
the applicable target amounts specified in clauses (1) or (2) under “—Credit Enhancement—Application of
Monthly Excess Cashflow” above for such Distribution Date, for application pursuant to the priorities set
forth in such clauses, after giving effect to distributions pursuant to such clauses;

4) to the Class M1, Class M2, Class M3, Class M4, Class M5, Class M6, Class M7, Class
MBS, Class M9, Class B1 and Class B2 Certificates, sequentially, in that order, any Deferred Amount for
each such class and such Distribution Date to the extent unpaid,;

(5 to the Senior Certificates, any Basis Risk Shortfalls and Unpaid Basis Risk Shortfalls for
each such class and for such Distribution Date, for application pursuant to the priorities set forth in clause
(4)(a) under “—Credit Enhancement—Application of Monthly Excess Cashflow” above, to the extent
unpaid;

(6) to the Class M Certificates and the Class B Certificates, any Basis Risk Shortfalls and
Unpaid Basis Risk Shortfalls for each such class and for such Distribution Date, for application pursuant to
the priorities set forth in clause (4)(b) under “—Credit Enhancement—Application of Monthly Excess
Cashflow” above, to the extent unpaid,

@) for the purchase of a replacement interest rate cap agreement (if necessary); and
(®) to the Class X Certificates, any remaining Interest Rate Cap Amount.

With respect to each Distribution Date, the sum of all amounts distributed pursuant to clauses (3) and (4)
above will not exceed cumulative Realized Losses incurred as reduced by amounts previously distributed pursuant
to clauses (3) and (4) above together with amounts previously distributed pursuant to clauses (5) and (6) as
described under “—Interest Rate Swap Agreement” above.

Any amounts distributed to the Group Subordinate Certificates pursuant to priorities (2) and (4) above will
be allocated to classes of Group Subordinate Certificates of equivalent priority (i.e., of the same numerical class
designation) on a pro rata basis, based on their respective outstanding Class Principal Amounts.

The Final Maturity Reserve Trust

On the Closing Date, the Trustee will establish the Final Maturity Reserve Account, into which the Sponsor
will make an initial deposit of $1,000. Beginning on the Distribution Date in June 2017 and on each Distribution
Date up to and including the earlier of the Final Scheduled Distribution Date and the termination of the Trust Fund,
the Trustee will deposit into the Final Maturity Reserve Account the Final Maturity Reserve Amount for each
Distribution Date from the Interest Remittance Amounts pursuant to clauses (A)(i)(c) and (A)(ii)(c) set forth under
“—Distributions of Interest—Interest Distribution Priorities.”

On the earlier of the Final Scheduled Distribution Date and the termination of the Trust Fund, all amounts
on deposit in the Final Maturity Reserve Account will be distributed to Certificateholders. It is intended that these
amounts will be sufficient to retire the Offered Certificates and the Class B Certificates on the Final Scheduled
Distribution Date, even though Mortgage Loans having forty-year original terms to maturity may remain
outstanding. Any investment earnings on amounts on deposit in the Final Maturity Reserve Account will remain in
such account and will be distributed as described below. The Final Maturity Reserve Trust will terminate upon the
earlier of (a) the termination of the Trust Fund and (b) the Final Scheduled Distribution Date.

Amounts on deposit in the Final Maturity Reserve Account will constitute an asset of the Final Maturity
Reserve Trust but will not be an asset of any REMIC.
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Application of Amounts on Deposit in the Final Maturity Reserve Account. On the earlier of the Final
Scheduled Distribution Date and the termination of the Trust Fund, funds on deposit in the Final Maturity Reserve
Account will be distributed (after making distributions under “—Credit Enhancement—Application of Monthly
Excess Cashflow and “—Supplemental Interest Trust—Application of Deposits and Payments Received by the
Supplemental Interest Trust”) in the following order of priority:

8 to the Senior Certificates, concurrently, in proportion to their respective Class Principal Amounts,

after giving effect to principal distributions on such Distribution Date (as described under “—Distributions of
Principal—Principal Distribution Priorities” above), in reduction of their respective Class Principal Amounts,
until the Class Principal Amount of each such class has been reduced to zero; provided, that all amounts
distributable to the Group 1 Senior Certificates and the Group 2 Senior Certificates shall first be made from
amounts on deposit in the Final Maturity Reserve Account in respect of the Pool 1 Mortgage Loans and the
Pool 2 Mortgage Loans, respectively, and then from the unrelated Mortgage Pool to the extent not paid;

2) to the Class M1, Class M2, Class M3, Class M4 and Class M5 Certificates, after giving effect to
principal distributions on such Distribution Date (as described under “—Distributions of Principal—Principal
Distribution Priorities” above), sequentially, in that order, in reduction of their respective Class Principal
Amounts, until the Class Principal Amount of each such class has been reduced to zero;

3) to the Class M6, Class M7, Class M8, Class M9, Class B1 and Class B2 Certificates, after giving

effect to principal distributions on such Distribution Date (as described under “—Distributions of Principal—
Principal Distribution Priorities” above), sequentially, in that order, in reduction of their respective
Class Principal Amounts, until the Class Principal Amount of each such class has been reduced to zero;

4) to the Offered Certificates and the Class B Certificates, any Current Interest and Carryforward
Interest for each such class remaining unpaid following the distributions pursuant to “—Distributions of
Interest—Interest Distribution Priorities”, in accordance with the priorities set forth under clauses (B)(i) and
(B)(i1) as described under “—Distributions of Interest—Interest Distribution Priorities”;

) to the Class M Certificates and the Class B Certificates, any Deferred Amounts remaining for each

such class, for application pursuant to the priorities set forth in clause (3) under “—Credit Enhancement—
Application of Monthly Excess Cashflow” above, to the extent unpaid,

6) to the Offered Certificates and the Class B Certificates, any Basis Risk Shortfalls and Unpaid

Basis Risk Shortfalls remaining for each such class, for application pursuant to the priorities set forth in clauses

(4)(a) and (b) under “—Credit Enhancement—Application of Monthly Excess Cashflow” above, to the extent
unpaid; and

(7 to the Class X Certificates, any remaining amount.
Any amounts distributed pursuant to priorities (2) and (4) above, will be allocated to classes of Group
Subordinate Certificates of equivalent priority (i.e., of the same numerical class designation) on a pro rata basis

based, on their respective outstanding Class Principal Amounts.

Optional Purchase of the Mortgage Loans

On the Initial Optional Termination Date, the Master Servicer, with the prior written consent of the NIMS
Insurer and LBH (which consent will not be unreasonably withheld), will have the option to purchase the Mortgage

Loans, any REO Property and any other property remaining in the Trust Fund for a price equal to the Purchase
Price. The Master Servicer, the Trustee, each Servicer, the Securities Administrator and each Custodian will be
reimbursed from the Purchase Price for (i) any outstanding Advances, servicing advances and unpaid Servicing
Fees, as applicable and (ii) any other amounts due under the Trust Agreement, the Servicing Agreements or the

Custodial Agreements, as applicable. If the Master Servicer fails to exercise such option, the NIMS Insurer will have
the right to cause the Master Servicer to exercise such option, pursuant to an agreement between the Master Servicer
and the NIMS Insurer and pursuant to the terms of the Trust Agreement, so long as it is insuring the NIM Securities
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or is owed any amounts in connection with such guaranty of the NIM Securities. If such option is exercised, the
Trust Fund will be terminated. If the Master Servicer fails to exercise such option (either voluntarily or at the
direction of the NIMS Insurer) on the Initial Optional Termination Date, the margin of each class of Offered
Certificates will be increased as described under “Summary of Terms—The Certificates—Payments on the
Certificates—Interest Payments” herein, and the margins of the Class B1 and Class B2 Certificates will be increased

3

as described under “Glossary of Defined Terms—B]1 Interest Rate” and “—B2 Interest Rate,” respectively.

The Trust Agreement will provide that if there are NIMS Securities outstanding on the date on which the
Master Servicer intends to exercise its option to purchase the assets of the Trust Fund, the Master Servicer may only
exercise its option with the prior written consent of 100% of the holders of the NIMS Securities and upon payment
of an additional amount which will retire any amounts of principal and/or interest due to the holders of the NIMS
Securities.

Fees and Expenses of the Trust Fund

In consideration of their duties on behalf of the Trust Fund, the Servicers, the Trustee, the Master Servicer,
the Securities Administrator and the Credit Risk Manager will receive from the assets of the Trust Fund certain fees
as set forth in the following table:

Frequency How and When
Fee Payable to: of Payment: Amount of Fee: Fee Is Payable:
Servicers Monthly  For each Mortgage Loan, (i) a monthly fee Withdrawn from the related
paid to each Servicer out of interest Servicing Account in respect
collections received from the related of each Mortgage Loan

Mortgage Loan calculated as the product of ~ serviced by the related

(a) the Scheduled Principal Balance of each  Servicer, before payment of
Mortgage Loan and (b) 0.50% per annum and any amounts to

(i1) all investment earnings on amounts on Certificateholders.

deposit in the related Servicing Account.

Master Servicer Monthly  All investment earnings on amounts on Retained by the Master
deposit in (i) the Collection Account and (ii)  Servicer.
the Certificate Account after payment to the
Trustee of any of the Trustee’s fee in the
amount described below remaining unpaid
from the Securities Administration Account,
as described below.

Trustee Annually A fixed annual fee of $3,750. Payable from investment
earnings on amounts on
deposit in the Securities
Administration Account and, if
not sufficient, from investment
earnings on amounts on
deposit in the Certificate

Account.
Securities monthly  All investment earnings on amounts on Retained by the Securities
Administrator deposit in the Securities Administration Administrator.

Account after payment of the Trustee’s fee in
the amount described above and certain fees
and expenses of the Custodians.
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Frequency How and When

Fee Payable to: of Payment: Amount of Fee: Fee Is Payable:

Credit Risk monthly  0.009% per annum on the Scheduled Principal Payable after payments of

Manager Balance of each Mortgage Loan. interest have been made to
Certificateholders.

The Servicing Fees set forth in the table above may not be increased without amendment of the applicable
Servicing Agreement as described under “Mortgage Loan Servicing—Amendment of the Servicing Agreements”
below. None of the other fees set forth in the table above may be changed without amendment of the Trust
Agreement as described under “The Trust Agreement—Certain Matters Under the Trust Agreement—Amendment
of the Trust Agreement” below.

Fees to the Cap Counterparty in consideration of the Cap Counterparty’s entering into the Interest Rate Cap
Agreement will be paid by LBH on or prior to the Closing Date and will not be payable from the assets of the Trust
Fund.

Expenses of the Servicers, the Custodians, the Securities Administrator and the Master Servicer will be
reimbursed before payments are made on the Certificates. Expenses of the Trustee will be reimbursed up to
$200,000 annually before payments of interest and principal are made on the Certificates; any additional unpaid
expenses above $200,000 in any anniversary year will be paid to the Trustee to the extent of any remaining Interest
Remittance Amount after all payments of Current Interest and any Carryforward Interest on the Certificates and
payment of the Credit Risk Manager’s Fee. Expenses incurred by the Trustee in connection with any transfer of
servicing, as set forth in further detail in the Trust Agreement, will not be subject to such $200,000 annual
limitation.

Description of the Mortgage Pools
General

Except where otherwise specifically indicated, the discussion that follows and the statistical information
presented therein are derived solely from the characteristics of the Mortgage Loans as of the Cut-off Date.
Whenever reference is made herein to the characteristics of the Mortgage Loans or to a percentage of some or all of
the Mortgage Loans included in the Trust Fund or in a Mortgage Pool, unless otherwise specified, that characteristic
or percentage has been calculated on the total Scheduled Principal Balance of the Mortgage Loans included in the
mortgage pools described in Annex A to this prospectus supplement.

The Trust Fund will primarily consist of approximately 3,747 conventional, adjustable and fixed rate, fully
amortizing and balloon, first lien, residential Mortgage Loans, approximately 99.43% of which have original terms
to maturity from the first due date of the Scheduled Payment of not more than 30 years and approximately 0.57% of
which have original terms to maturity from the first due date of the Scheduled Payment of not more than 40 years
and which, in the aggregate, have a Cut-off Date Balance (after giving effect to Scheduled Payments due on such
date) of approximately $823,333,142.

Approximately 39.05% of the Mortgage Loans were acquired by the Seller or LBB from various
originators, including People’s Choice Home Loan, Inc., National City Mortgage Company and Fieldstone
Mortgage Company (originating approximately 16.60%, 8.12% and 6.78% respectively of the Mortgage Loans).
Approximately 60.95% of the Mortgage Loans were originated by BNC or other correspondent lenders through
LBB. Underwriting guidelines of the type described under “Origination of the Mortgage Loans and Underwriting
Guidelines” were applied by the Originators underwriting the Mortgage Loans. Because, in general, such
Underwriting Guidelines are less strict than Fannie Mae or Freddie Mac guidelines, the Mortgage Loans are likely to
experience higher rates of delinquency, foreclosure and bankruptcy than if they had been underwritten to a higher
standard. The Mortgage Loans will be acquired by the Depositor from the Seller and the Depositor will, in turn,
convey such Mortgage Loans to the Trust Fund. See “The Trust Agreement—Assignment of Mortgage Loans.”
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Approximately 886 (or 20.98%) of the Mortgage Loans are Fixed Rate Mortgage Loans and approximately
2,861 (or 79.02%) of the Mortgage Loans are Adjustable Rate Mortgage Loans, as described in more detail under
“—Adjustable Rate Mortgage Loans” below. Interest on the Mortgage Loans accrues on the basis of a 360-day year
consisting of twelve 30-day months.

All of the Mortgage Loans are First Lien Mortgage Loans or deeds of trust or similar security instruments
on Mortgaged Properties consisting of residential properties including one- to four-family dwelling units, individual
condominium units, individual units in planned unit developments and condotel units.

Pursuant to its terms, each Mortgage Loan, other than a loan secured by a condominium unit, is required to
be covered by a standard hazard insurance policy in an amount generally equal to the lower of the unpaid principal
amount thereof or the replacement value of the improvements on the Mortgaged Property. Generally, a cooperative
housing corporation or a condominium association is responsible for maintaining hazard insurance covering the
entire building. See “Description of Mortgage and Other Insurance—Hazard Insurance on the Loans” in the
prospectus.

Approximately 44.21% of the Mortgage Loans are 80+ LTV Loans.

Approximately 61.91% of the Adjustable Rate Mortgage Loans and approximately 72.86% of the Fixed
Rate Mortgage Loans are fully amortizing. However, approximately 38.09% of the Adjustable Rate Mortgage Loans
and approximately 27.14% of the Fixed Rate Mortgage Loans are Balloon Loans which will have original terms to
maturity that are shorter than their amortization schedules, leaving final payments due on their maturity dates that
are significantly larger than other monthly payments. Approximately 25.91% of the Mortgage Loans are Balloon
Loans that have original terms to maturity of 30 years and principal amortization periods of 40 years.
Approximately 9.84% of the Mortgage Loans are Balloon Loans that have original terms to maturity of 30 years and
principal amortization periods of 50 years. The ability of a borrower to repay a Balloon Loan at maturity frequently
will depend on the borrower’s ability to refinance the loan. Any loss on a Balloon Loan as a result of the borrower’s
inability to refinance the loan will be borne by Certificateholders, to the extent that losses exceed the applicable
credit enhancement described herein. In addition, Balloon Loans with amortization periods of 40 or 50 years will
result in a slower rate of scheduled payment of principal on the related Balloon Loans and may therefore result in
slower amortization of the Class Principal Amounts of the Offered Certificates and the Class B Certificates.

Approximately 19.33% and 20.83% of the Mortgage Loans in Pool 1 and Pool 2, respectively, are Interest-
Only Mortgage Loans that provide for payment of interest at the related Mortgage Rate, but no payment of principal,
for a period of five or ten years following the origination of the related Mortgage Loan. Following the interest-only
period, the monthly payment with respect to the Interest-Only Mortgage Loans will be increased to an amount
sufficient to amortize the principal balance of the Interest-Only Mortgage Loan over its remaining term, and to pay
interest at the related Mortgage Rate.

Approximately 70.79% of the Mortgage Loans provide for a Prepayment Premium in connection with
certain voluntary, full or partial prepayments made within the Prepayment Premium Period, as described herein. The
Prepayment Premium Periods range from six months to three years after origination. The amount of the applicable
Prepayment Premium, to the extent permitted under applicable state law, is as provided in the related mortgage note;
for approximately 75.99% of the Mortgage Loans with Prepayment Premiums, this amount is equal to six month’s
interest on any amounts prepaid in excess of 20% of the original principal balance during any 12-month period
during the applicable Prepayment Premium Period. Prepayment Premiums will not be part of available funds
applied to pay interest or principal on the Offered Certificates or the Class B Certificates, but rather will be
distributed to the holders of the Class P Certificates. A Servicer may waive (or permit a subservicer to waive) a
Prepayment Premium without the consent of the Trustee and the NIMS Insurer (and without reimbursing the Trust
Fund from its own funds for any foregone Prepayment Premium) only if (i) the prepayment is not the result of a
refinancing by such Servicer or its affiliates and such waiver relates to a default or a reasonably foreseeable default
and, in the reasonable judgment of such Servicer, such waiver would maximize recovery of total proceeds from the
Mortgage Loan, taking into account the value of the Prepayment Premium and the related Mortgage Loan or (ii)
such waiver relates to a Prepayment Premium the collection of which would, in the reasonable judgment of the
related Servicer, be in violation of law. The Servicers will be obligated to deposit with the Master Servicer from
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their own funds the amount of any Prepayment Premium to the extent not collected from a borrower (except with
respect to a waiver of any such Prepayment Premium as described above).

As of the Cut-off Date, all of the Mortgage Loans were less than 30 days delinquent in payment. The
delinquency status of a mortgage loan is determined, with respect to the Cut-off Date, as of the close of business on
the day before the Cut-off Date and thereafter, as of the due date in the following month in accordance with the OTS
method, so that, for example, if a borrower failed to make a monthly payment due on April 1 by April 30, that
mortgage loan would be considered less than 30 days delinquent in payment. If a borrower failed to make a monthly
payment due on March 1 by April 30, that mortgage loan would be considered to be at least 30 but less than 60 days
delinquent in payment. Certain historical delinquency information is provided in Annex A to this prospectus
supplement.

As of the Cut-off Date, none of the Mortgage Loans in the Trust Fund will be “high cost” loans under
applicable federal, state or local anti-predatory or anti-abusive lending laws.

As earlier described under “Description of the Certificates—General,” the Mortgage Loans in the Trust
Fund have been divided into two Mortgage Pools (Pool 1 and Pool 2) for the purpose of allocating interest and
principal distributions among the Senior Certificates. On the Closing Date:

Pool 1 will consist of approximately (i) 535 Fixed Rate Mortgage Loans having an aggregate Cut-off Date
Balance of approximately $93,543,190 and (ii) 1,719 Adjustable Rate Mortgage Loans having an aggregate Cut-off
Date Balance of approximately $354,804,651; and

Pool 2 will consist of approximately (i) 351 Fixed Rate Mortgage Loans having an aggregate Cut-off Date
Balance of approximately $79,233,058 and (ii) 1,142 Adjustable Rate Mortgage Loans having an aggregate Cut-off
Date Balance of approximately $295,752,241.

Other important statistical characteristics of each Mortgage Pool are described in Annex A to this
prospectus supplement.

Adjustable Rate Mortgage Loans

Substantially all of the Adjustable Rate Mortgage Loans are Six-Month LIBOR Mortgage Loans. There
will be corresponding adjustments to the monthly payment amount for each Adjustable Rate Mortgage Loan on the
related Adjustment Date; provided that the first such adjustment for approximately 78.83% of the Adjustable Rate
Mortgage Loans will occur after an initial period of approximately two years following origination; in the case of
approximately 18.88% of the Adjustable Rate Mortgage Loans, approximately three years following origination, and
in the case of approximately 2.28% of the Adjustable Rate Mortgage Loans, approximately five years following
origination.

On each Adjustment Date for an Adjustable Rate Mortgage Loan, the Mortgage Rate will be adjusted to
equal the sum, rounded generally to the nearest multiple of 1/8%, of the Index and the Gross Margin, provided that
the Mortgage Rate on each such Adjustable Rate Mortgage Loan will not increase or decrease by more than the
related Periodic Cap on any related Adjustment Date and will not exceed the related Maximum Rate or be less than
the related Minimum Rate. The Mortgage Rate generally will not increase or decrease on the first Adjustment Date
by more than the Initial Cap; the Initial Caps range from 2.000% to 3.000% for all of the Adjustable Rate Mortgage
Loans. Effective with the first monthly payment due on each Adjustable Rate Mortgage Loan after each related
Adjustment Date, the monthly payment amount will be adjusted to an amount that will amortize fully the
outstanding principal balance of the related Mortgage Loan over its remaining term, and pay interest at the Mortgage
Rate as so adjusted. Due to the application of the Initial Cap, Periodic Cap and Maximum Rate, the Mortgage Rate
on each such Adjustable Rate Mortgage Loan, as adjusted on any related Adjustment Date, may be less than the sum
of the Index and the related Gross Margin, rounded as described herein. See “—The Indices” below.

The Adjustable Rate Mortgage Loans do not permit the related borrower to convert the adjustable
Mortgage Rate to a fixed Mortgage Rate.
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The Indices

As indicated above, the Index applicable to the determination of the Mortgage Rates for substantially all of
the Adjustable Rate Mortgage Loans will be an index based on Six-Month LIBOR as most recently available either
as of (1) the first business day a specified period of time prior to such Adjustment Date or (2) the first business day
of the month preceding the month of such Adjustment Date. In the event that Six-Month LIBOR becomes
unavailable or otherwise unpublished, the Master Servicer will select a comparable alternative index over which it
has no direct control and which is readily verifiable. Other indices applicable to the determination of the Mortgage
Rates for the Adjustable Rate Loans are the Twelve-Month LIBOR Index and the One-Year CMT Index.

Pool 1 Mortgage Loans

The Pool 1 Mortgage Loans are expected to have the approximate characteristics as of the Cut-off Date as
set forth in Annex A to this prospectus supplement. The sum of the amounts of the aggregate Scheduled Principal
Balances and the percentages in the tables in Annex A may not equal the totals due to rounding.

Prior to the issuance of the Certificates, Mortgage Loans may be removed from Pool 1, as a result of
incomplete documentation or otherwise, if the Depositor deems such removal necessary or appropriate.

No more than approximately 0.47% of the Pool 1 Mortgage Loans are secured by Mortgaged Properties
located in any one zip code area.

Pool 2 Mortgage Loans

The Pool 2 Mortgage Loans are expected to have the approximate characteristics as of the Cut-off Date as
set forth in Annex A to this prospectus supplement. The sum of the amounts of the aggregate Scheduled Principal
Balances and the percentages in the tables in Annex A may not equal the totals due to rounding.

Prior to the issuance of the Certificates, Mortgage Loans may be removed from Pool 2, as a result of
incomplete documentation or otherwise, if the Depositor deems such removal necessary or appropriate.

No more than approximately 0.58% of the Pool 2 Mortgage Loans are secured by Mortgaged Properties
located in any one zip code area.

Static Pool Information

Certain static pool information may be found at Attp://www.lehman.com/reg_ab/deal.html?deal=SAS07-
BC3. Access to this internet address is unrestricted and free of charge.

Various factors may affect the prepayment, delinquency and loss performance of the Mortgage Loans over
time. The various mortgage loan pools for which performance information is shown at the above internet address
had initial characteristics that differed, and may have differed in ways that were material to the performance of those
mortgage pools. These differing characteristics include, among others, product type, credit quality, geographic
concentration, originator concentration, servicer concentration, average principal balance, weighted average interest
rate, weighted average loan-to-value ratio, weighted average term to maturity, and the presence or absence of
prepayment premiums. We do not make any representation, and you should not assume, that the performance
information shown at the above internet address is in any way indicative of the performance of the Mortgage Loans
in the Trust Fund.

Affiliations and Relationships

The Depositor, the Sponsor, the Underwriter, Lehman Pass-Through Securities Inc., LBB, BNC and Aurora
are all affiliates of each other and have the following ownership structure:

S-62



e  The Depositor, Structured Asset Securities Corporation, is a wholly-owned, direct subsidiary of
Lehman Commercial Paper Inc., which is a wholly-owned, direct subsidiary of Lehman Brothers
Inc., which is a wholly-owned, direct subsidiary of the Sponsor, Lehman Brothers Holdings Inc.

e The Underwriter, Lehman Brothers Inc., is a wholly-owned, direct subsidiary of the Sponsor.

e  Lehman Pass-Through Securities Inc., which will purchase the Class P and Class X Certificates
from the Depositor, is a wholly-owned, direct subsidiary of Lehman Commercial Paper Inc., which
is a wholly-owned, direct subsidiary of Lehman Brothers Inc., which is a wholly-owned, direct
subsidiary of the Sponsor.

e Aurora, which is one of the Servicers and the Master Servicer, is a wholly-owned, direct subsidiary
of Lehman Brothers Bank, FSB, which is a wholly-owned, direct subsidiary of Lehman Brothers
Bancorp Inc., which is a wholly-owned, direct subsidiary of the Sponsor.

e Lehman Brothers Bank, FSB, which is one of the Originators, is a wholly-owned, direct subsidiary
of Lehman Brothers Bancorp Inc., which is a wholly-owned, direct subsidiary of the Sponsor.

e BNC Mortgage LLC, which is one of the Originators, is a wholly-owned, direct subsidiary of
Lehman Brothers Bank, FSB, which is a wholly-owned, direct subsidiary of Lehman Brothers
Bancorp Inc., which is a wholly-owned, direct subsidiary of the Sponsor.

Certain of the Mortgage Loans were originated by Lehman Brothers Bank, FSB and were subsequently
purchased by the Seller in one or more arm’s length transactions on or before the Closing Date. In addition, on or
before the Closing Date the Seller engaged Aurora to provide the servicing functions for certain of the Mortgage
Loans.

Immediately before the sale of the Mortgage Loans to the Trustee, certain of the Mortgage Loans were
subject to financing provided by the Seller or its affiliates. A portion of the proceeds from the sale of the Certificates
will be used to repay the financing.

Lehman Brothers Inc. has entered into an agreement with the Depositor to purchase the Class B1, Class B2,
Class LT-R and Class R Certificates and Lehman Pass-Through Securities Inc. has entered into an agreement with
the Depositor to purchase the Class P and Class X Certificates, each simultaneously with the purchase of the Offered
Certificates, subject to certain conditions.

Additional Information

The description in this prospectus supplement of the Mortgage Loans and the Mortgaged Properties is
based upon the pool of Mortgage Loans as constituted at the close of business on the Cut-off Date, as adjusted for
Scheduled Payments due on or before that date. A Current Report on Form 8-K will be filed, together with the Trust
Agreement and certain other transaction documents, with the Securities and Exchange Commission within fifteen
days after the initial issuance of the Offered Certificates. In the event that Mortgage Loans are removed from or
added to the Trust Fund, such removal or addition, to the extent material, will be noted in the Current Report on
Form 8-K.

Pursuant to the Trust Agreement, the Securities Administrator will prepare a monthly statement to
Certificateholders containing the information described under “The Trust Agreement—Reports to
Certificateholders.” The Securities Administrator will make available each month, to any interested party, the
monthly statement to Certificateholders via the Securities Administrator’s website. The Securities Administrator’s
website will be located at www.ctslink.com and assistance in using the website can be obtained by calling the
Securities Administrator’s customer service desk at 1-866-846-4526. Parties that are unable to use the above
distribution option are entitled to have a paper copy mailed to them via first class mail by notifying the Securities
Administrator at Wells Fargo Bank, N.A., P.O. Box 98, Columbia, Maryland 21046, Attention: Securities
Administrator, SASCO 2007-BC3. In addition, the Trustee may make such monthly reports available via the
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Trustee’s website located at www.usbank.com/abs. The Securities Administrator and the Trustee will have the right
to change the way such reports are distributed or presented in order to make such distributions more convenient
and/or more accessible, and the Securities Administrator will provide timely and adequate notification to such
parties regarding any such changes.

The Sponsor

Lehman Brothers Holdings Inc., a Delaware corporation, whose executive offices are located at 745
Seventh Avenue, New York, New York 10019, U.S.A., will be the Sponsor. See “The Sponsor” in the prospectus
for more information regarding Lehman Brothers Holdings Inc.

The Depositor

The Depositor, Structured Asset Securities Corporation, was incorporated in the State of Delaware on
January 2, 1987. The principal office of the Depositor is located at 745 Seventh Avenue, New York, New York
10019. Its telephone number is (212) 526-7000. The Depositor has filed with the Securities and Exchange
Commission a registration statement under the Securities Act with respect to the Certificates (Registration No. 333-
133985).

For more information regarding the Depositor, see “The Depositor” in the prospectus.

Origination of the Mortgage Loans and Underwriting Guidelines
General

Approximately 60.95% of the Mortgage Loans were originated in accordance with the BNC Underwriting
Guidelines. The remainder of the Mortgage Loans were originated by other originators in accordance with
Underwriting Guidelines generally comparable to the General Underwriting Guidelines described below under “—
General Underwriting Guidelines.” The General Underwriting Guidelines may differ among originators in various
respects. The following is a general summary of the BNC Underwriting Guidelines and the General Underwriting
Guidelines believed by the Depositor to be generally applied, with some variation, by the applicable Originators.
The following does not purport to be a complete description of the underwriting standards of any of the Originators.

BNC Mortgage LLC

General. BNC Mortgage LLC, a Delaware limited liability company (“BNC”), is a specialty finance
company engaged in the business of originating, purchasing, and selling, on a whole loan basis for cash, non-
conforming residential mortgage loans secured by first or second liens on one-to-four family residences. The term
“non-conforming residential mortgage loans” as used in this description of BNC’s business means subprime loans,
which are loans made to borrowers who are unable to obtain mortgage financing from conventional mortgage
lenders, generally due to credit impairment, difficulty in documenting income, or to qualify using a debt-to income
ratio or loan-to-value ratio in excess of ratios available in prime channels.

BNC operates as a wholesale and correspondent lender which means that it generates all of its mortgage
loans through a nationwide network of independent mortgage brokers and correspondent lenders. Mortgage brokers
and correspondent lenders are approved to do business with BNC upon completion of an application, a satisfactory
background check, and execution of an agreement. The background check includes verification of appropriate
licenses in each state where the mortgage broker or correspondent lender proposes to originate mortgage loans.
BNC underwrites all mortgage loans it originates and purchases in accordance with the BNC Underwriting
Guidelines, including all mortgage loans purchased from correspondent lenders.

The following table sets forth BNC’s mortgage loan production and general production characteristics for
the years ended December 31, 2006, 2005 and 2004:

S-64



2006 2005 2004

Volume (in Billions) $13.7 $15.5 $11.1
Percentage of Loans Originated through Brokers 94% 96% 96%
(Wholesale Channel)

Percentage of Loans Purchased from 6% 4% 4%

Correspondent Lenders

Weighted Average FICO Credit Score 622 633 622
Weighted Average Loan-to-Value Ratio on First 81.7% 81.9% 82.0%
Lien Loans

Weighted Average Loan-to-Value Ratio on 19.9% 19.8% 19.9%

Second Lien Loans

Percentage of Owner-Occupied Properties 89.6% 86.0% 85.9%
Percentage of First Lien Loans 95.4% 94.0% 97.7%
Percentage of Second Lien Loans 4.6% 6.0% 2.3%
Percentage of Adjustable Rate Mortgage Loans 84.5% 89.8% 84.4%

Based Upon the Six Month LIBOR Index

Percentage of Fixed Rate Mortgage Loans 15.5% 10.2% 15.6%

BNC commenced operating and originating non-conforming residential mortgage loans in May of 1995.
BNC has been a subsidiary of Lehman Brothers Bank, FSB since March of 2004. Effective as of January 1, 2006,
Finance America, LLC, BNC’s affiliate, was merged into BNC. As of December 31, 2006, BNC had approximately
1,452 employees based in 27 branches located throughout the United States.

BNC Underwriting Guidelines. The BNC Underwriting Guidelines are generally intended to evaluate the
credit risk of mortgage loans made to borrowers with imperfect credit histories ranging from minor delinquencies to
bankruptcy, or borrowers with relatively high ratios of monthly mortgage payments to income, or relatively high
ratios of total monthly credit payments to income. In addition, such guidelines also evaluate the value and adequacy
of the mortgaged property as collateral for the mortgage loan. The BNC Underwriting Guidelines are less stringent
than the standards generally acceptable to Fannie Mae and Freddie Mac. Borrowers who qualify under the BNC
Underwriting Guidelines generally have payment histories and debt-to-income ratios that would not satisfy Fannie
Mae and Freddie Mac underwriting guidelines, and may have a record of major derogatory credit items such as
outstanding judgments or prior bankruptcies. The BNC Underwriting Guidelines are implemented in accordance
with applicable federal and state laws and regulations.

All mortgage loans originated or purchased by BNC are underwritten in accordance with BNC’s
Underwriting Guidelines. However, on a case-by-case basis, a senior level underwriter that has been granted
exception authority may determine that, based upon compensating factors, a prospective borrower who does not
strictly qualify under the applicable underwriting guidelines warrants an underwriting exception. Compensating
factors may include, but are not limited to, relatively low loan-to-value ratio, relatively low debt-to-income ratio,
good credit history, stable employment, and financial reserves. It is expected that a substantial portion of the
mortgage loans will represent these underwriting exceptions.
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Pursuant to the BNC Underwriting Guidelines, each prospective borrower is required to complete an
application that includes information with respect to the applicant’s liabilities, income (except with respect to certain
“No Income/No Asset” mortgage loans as described below) and employment history, as well as certain other
personal information.

BNC obtains a credit report on each applicant that contains merged credit information, if available, from
the three national credit repositories. BNC does not rely on the credit reports submitted by the broker or
correspondent lender; all credit reports are either pulled or verified by BNC. The credit report typically contains
information relating to such matters as credit history with local and national merchants and lenders; installment,
revolving and open debt payments; derogatory credit information including repossessions and/or foreclosures; and
any public records of bankruptcies, tax liens, law suits or judgments. The credit report contains a credit score, which
is generated by models developed by a third-party and embodies a statistical analysis of likely future credit
performance. Each of the three national credit repositories may provide a credit score for an applicant. In the event
that there are multiple credit scores for an applicant, BNC will disregard the lowest and highest credit scores and
will use the remaining score; if there are only two credit scores, BNC will use the lower of the two credit scores; if
there is only one credit score available, the credit score receives additional scrutiny from the underwriter and the
applicant is not eligible for the 80/20 Combo Program. In cases where there are multiple applicants, generally, BNC
will use the credit score of the applicant contributing the highest percentage of the total qualifying income.

The credit report also includes Social Security number variations; name, address and employment
variations; and consumer narrative, fraud, identity theft and OFAC alerts. In the event that an alert is noted on the
credit report, further investigation of the alert is performed by a specialized quality assurance department within
BNC and a mortgage loan application may not be approved unless such alert is favorably resolved. Additional
review relating to Social Security number variations and potential fraud is performed for purchase money mortgage
loans or loans with a loan-to-value or combined loan-to-value ratio of equal to or greater than 90%.

BNC generally reviews an applicant’s source of income, calculates the amount of income from sources
indicated on the loan application or similar documentation (except with respect to certain “Stated Income” and “No
Income/No Asset” mortgage loans described below), reviews the credit history and credit score of the applicant,
calculates the debt-to-income ratio to determine the applicant’s ability to repay the loan, and reviews the type and
use of the property being financed. The BNC Underwriting Guidelines also take into consideration other risk factors
to evaluate the likelihood that the borrower will satisfy the repayment conditions of the mortgage loan including, but
not limited to, mortgage payment history, elapsed time since a bankruptcy filing or foreclosure, established
consumer credit lines, disposable income, and available cash reserves. The BNC Underwriting Guidelines establish
the maximum loan-to-value ratio and maximum loan amount for each loan program based upon these and other risk
factors. The BNC Underwriting Guidelines permit one-to-two family dwelling mortgage loans to have loan-to-value
ratios at origination of generally up to 100% (and 3-to-4 family dwelling mortgage loans generally up to 90%) for
the highest credit grading category, depending on, among other things, the income and asset documentation program
(discussed below), the purpose of the mortgage loan, the borrower’s credit history and repayment ability, as well as
the type and use of the property. Under the BNC Underwriting Guidelines, the maximum combined loan-to-value
ratio for purchase money mortgage loans may differ depending on whether the secondary financing is institutional
or private.

The BNC Underwriting Guidelines require that all mortgage loans originated or purchased by BNC have
(1) an appraisal of the mortgaged property that conforms generally to USPAP and FIRREA standards on Fannie
Mae and Freddie Mac forms, and (2) a review of the appraisal conducted by a BNC staff appraiser, underwriter, or
representative which, depending upon the original principal balance and loan-to-value ratio of the mortgaged
property, may include a desk review of the original appraisal or a drive-by review appraisal of the mortgaged

property.
BNC requires title insurance on all mortgage loans.
BNC has three programs under which it originates or purchases non-conforming residential mortgage

loans: the Score Advantage Program, the Select Lending Program, and the 80/20 Combo Program. The Select
Lending Program and Score Advantage Program are limited to first lien loans.
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Score Advantage Program. Under the Score Advantage program, the maximum loan-to-value ratio and
loan amount are primarily set based on an applicant’s credit score, credit risk grade, and income and asset
documentation program. Other factors, including but not limited to, mortgage payment history, amount of cash out,
bankruptcy or foreclosure filings, the use and type of property are also taken into consideration. A minimum credit
score of 500 is required for the program. The maximum debt-to-income ratio is generally 50% for the program.
The Score Advantage Program generally requires bankruptcies be discharged, dismissed or paid off at or prior to
funding.

BNC classifies each mortgage loan made under the Score Advantage Program pursuant to the following
credit risk grades primarily based on the applicant’s previous mortgage payment history. “A+” risk category, the
applicant must not have any 30-day late mortgage payments within the past 12 months. “A” risk category, the
applicant must not have more than one 30-day late mortgage payment within the past 12 months. “A-" risk grade,
the applicant must not have more than three 30-day late mortgage payments within the past 12 months. Under the
“B+” risk grade, the applicant must not have more than four 30-day late mortgage payments within the past 12
months. Under the “B” risk grade, the applicant must not have more than one 60-day late mortgage payment within
the past 12 months. “C+” risk grade, the applicant must not have more than one 90-day late mortgage payment
within the past 12 months. “C” risk grade, the applicant must not have more than one 120-day late mortgage
payment within the past 12 months.

Select Lending Program. The Select Lending Program is for borrowers with slightly higher credit quality
than borrowers under the Score Advantage Program. Generally, mortgage loans made pursuant to the Select
Lending Program are underwritten in a similar manner and use the same risk factors than those used under Score
Advantage Program, although the Select Lending Program requires a higher minimum credit score of 600.
Additionally, under the Select Lending Program, an applicant is required to have a minimum of three trade lines.
Any Chapter 7 bankruptcy filing must be discharged, dismissed or paid off at least 24 months, and for a Chapter 13
filing, it must be discharged, dismissed or paid off and at least 24 months has elapsed since the filing date, with
credit reestablished. The maximum debt-to-income ratio is generally less than 55% depending on the income and
asset documentation program.

BNC classifies each mortgage loan made under the Select Lending Program pursuant to the following
credit risk grades based on the applicant’s previous mortgage payment history and other factors. “AAA” risk
category, the applicant must not have any 30-day late mortgage payments within the past 12 months and no
foreclosures may have occurred during the preceding three years. For the “AA” risk category, the applicant must
not have more than one 30-day late mortgage payments within the past 12 months, no 60-day late mortgage
payments within the last 24 months, and no foreclosures may have occurred during the preceding two years.

Loans with an original principal balance amount in excess of $1,500,000 to a maximum of $2,000,000
(Super Jumbo Loan Program) are only available to “AAA” credit applicants and only under the Full Documentation
program. Income documentation establishing 24 months income is required for such loans.

80/20 Combo Program. BNC also offers an 80/20 Combo Program which allows a borrower to obtain
100% financing by obtaining a first lien loan with a maximum loan-to-value ratio of 80% in combination with a
second lien loan with a maximum loan-to-value ratio of 20%. BNC does not originate or purchase stand alone
second lien loans. The underwriting guidelines for the 80/20 Combo Program are generally more restrictive than the
guidelines for the Score Advantage Program and require applicants with higher credit scores. Under the 80/20
Combo Program, the maximum loan amount is based on the applicant’s credit score and income and asset
documentation program. The higher the credit score and the income and asset documentation program, the higher
the maximum loan amount allowed. The minimum credit score allowed for the program is 600 for a Full
Documentation loan, 620 for a Lite Documentation loan and 640 for a Stated Income loan. A borrower must have a
minimum of three trade lines and no foreclosures within the past 24 months. For a Stated Income loan, the applicant
may not have any 30-day late mortgage payments.

Under each loan program above, BNC allows the following level of income and asset documentation
requirements: Full Documentation, Lite Documentation, and Stated Income.
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Under the Full Documentation programs, applicants generally are required to submit verification of stable
income for 12 months or 24 months, depending on the loan amount and loan-to-value ratio. Acceptable income
documentation includes copies of current pay stubs, IRS form W-2, personal bank statements, or for self-employed
applicants, tax returns and profit/loss statements or business bank statements.

Under the Lite Documentation programs, generally income verification is required for at least six months.

Under the Stated Income programs, generally an applicant may be qualified based upon monthly income as
stated on the mortgage loan application (FNMA 1003) with no supporting income documentation, provided the
applicant meets certain other criteria. The mortgage loan application will provide the applicants’ occupations. In
addition to telephone verification of the employment, the underwriter makes a determination regarding the
reasonableness of the stated income for the occupation stated.

BNC also offers a No Income/No Asset program under which the FNMA 1003 is intentionally left blank
regarding employment, income and assets. The No Income/No Asset Program is only available for an applicant
with a credit risk grade of “AAA” under the Select Lending Program and with a minimum credit score of 680.
Credit is granted on the basis of the qualifying credit score and more stringent underwriting criteria at a reduced
loan-to-value ratio.

The foregoing programs (except for the No Income/No Asset program) typically require that, with respect
to each applicant, there be a telephone verification of the applicant’s employment. For the Full Documentation and
Lite Documentation programs, BNC also attempts a telephone verification of the amount of income shown on the
applicable documentation.

The following table sets forth the percentage of Full Documentation, Lite Documentation, Stated Income,
and No Income/No Asset mortgage loans originated or purchased by BNC for the years ended December 31, 2006,
2005 and 2004:

2006 2005 2004
Full Documentation 52.1% 59.0% 64.4%
Lite Documentation 2.7% 2.0% 4.0%
Stated Income 45.1% 39.0% 31.6%
No Income/No Asset (since 0.1% N/A N/A

May of 2006)

The above is a summary of BNC’s underwriting guidelines as generally applied. The summary is not a
complete description of the underwriting standards of BNC.

General Underwriting Guidelines

The General Underwriting Guidelines used by Originators other than BNC are generally intended to
evaluate the credit risk of mortgage loans made to borrowers with imperfect credit histories, ranging from minor
delinquencies to bankruptcy, or borrowers with relatively high ratio of monthly mortgage payments to income or
relatively high ratios of total monthly credit payments to income. In addition, such guidelines also evaluate the value
and adequacy of the Mortgaged Property as collateral. On a case by case basis, the Originators may determine that,
based upon compensating factors, a prospective mortgagor not strictly qualifying under the applicable underwriting
guidelines warrants an underwriting exception. Compensating factors may include, but are not limited to, relatively
low ratio, relatively low debt-to-income ratio, good credit history, stable employment, financial reserves, and time in
residence at the applicant’s current address. A significant number of the Mortgage Loans may represent such
underwriting exceptions.
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Under the General Underwriting Guidelines, the Originators review and verify the loan applicant’s sources
of income (except under the stated income programs), calculate the amount of income from all such sources
indicated on the loan application or similar documentation, review the credit history of the applicant and calculate
the debt-to-income ratio to determine the applicant’s ability to repay the loan, and review the Mortgaged Property
for compliance with the General Underwriting Guidelines. The General Underwriting Guidelines are applied in
accordance with a procedure that generally requires (i) an appraisal of the Mortgaged Property that conforms to
Fannie Mae and Freddie Mac standards and (ii) a review of such appraisal, which review may be conducted by the
Originator’s staff appraiser or representative and, depending upon the amount of property data available, the original
principal balance and loan-to-value ratio of the Mortgaged Property, may include a review of the original appraisal
or a drive-by review appraisal of the Mortgaged Property. The General Underwriting Guidelines generally permit
single-family loans with loan-to-value ratios at origination of up to 90% (or, with respect to certain Mortgage Loans,
up to 100%) for the highest credit grading category, depending on the creditworthiness of the mortgagor and, in
some cases, the type and use of the property and the debt-to-income ratio. Under the General Underwriting
Guidelines, the maximum combined loan-to-value ratio for purchase money mortgage loans may differ from those
applicable to refinancings.

The Mortgage Loans were originated on the basis of loan application packages submitted through mortgage
brokerage companies or at the related Originator’s retail branches or were purchased from originators approved by
the Originators. Loan application packages submitted through mortgage brokerage companies, containing in each
case relevant credit, property and underwriting information on the loan request, are compiled by the applicable
mortgage brokerage company and submitted to the Originator for approval and funding. The mortgage brokerage
companies receive all or a portion of the loan origination fee charged to the mortgagor at the time the loan is made.

Each prospective borrower completes an application that includes information with respect to the
applicant’s liabilities, income (except with respect to certain “No Documentation” mortgage loans described below)
and employment history, as well as certain other personal information. Each Originator requires a credit report on
each applicant from a credit reporting company. The report typically contains information relating to such matters as
credit history with local and national merchants and lenders, installment debt payments and (to the extent reported)
any record of payment defaults, bankruptcy, repossession, suits or judgments.

Mortgaged Properties that secure mortgage loans are generally appraised by qualified independent
appraisers. Each appraisal 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.
Except with respect to purchase money mortgage loans, independent appraisals are generally reviewed by the related
Originators before the loan is funded, and a drive-by review or appraisal is generally performed in connection with
loan amounts over a certain predetermined dollar amount established for each state or when property data is
unavailable. With respect to purchase money mortgage loans, an independent appraisal may or may not be reviewed
by the Originator.

The General Underwriting Guidelines are less stringent than the standards generally acceptable to Fannie
Mae and Freddie Mac. Mortgagors who qualify under the General Underwriting Guidelines generally have payment
histories and debt ratios that would not satisfy Fannie Mae and Freddie Mac underwriting guidelines and may have a
record of major derogatory credit items such as outstanding judgments or prior bankruptcies. The General
Underwriting Guidelines establish the maximum permitted loan-to-value ratio for each loan type based upon these
and other risk factors. Because such General Underwriting Guidelines do not conform to Fannie Mae or Freddie
Mac guidelines, the Mortgage Loans are likely to experience higher rates of delinquency, foreclosure and
bankruptcy than if they had been underwritten to a higher standard. See “Risk Factors—Risks Related to Higher
Expected Delinquencies of the Mortgage Loans” herein.

Substantially all of the Mortgage Loans were originated consistent with and generally conform to
“Full Documentation,” “Limited Documentation,” or “Stated Documentation” residential loan programs. Under each
of such programs, the related Originator generally reviews the applicant’s source of income, calculates the amount
of income from sources indicated on the loan application or similar documentation, reviews the credit history of the
applicant, calculates the debt-to-income ratio to determine the applicant’s ability to repay the loan, and reviews the
type and use of the property being financed. The General Underwriting Guidelines require that mortgage loans be
underwritten according to a standardized procedure that complies with applicable federal and state laws and
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regulations and requires the Originator’s underwriters to be satisfied that the value of the property being financed, as
indicated by an appraisal and a review of the appraisal, supports the outstanding loan balance. The General
Underwriting Guidelines permit two to four family loans to have loan-to-value ratios at origination of generally up
to 90% (or, in certain cases, 100%), depending on, among other things, the loan documentation program, the
purpose of the mortgage loan, the mortgagor’s credit history, and repayment ability, as well as the type and use of
the property. With respect to mortgage loans secured by Mortgaged Properties acquired by a mortgagor under a
“lease option purchase,” the loan-to-value ratio of the related mortgage loan is generally based on the appraised
value at the time of origination of such mortgage loan.

Certain of the Mortgage Loans were originated under “No Documentation” programs pursuant to which no
information was obtained regarding the borrower’s income or employment and there was no verification of the
borrower’s assets.

Under the Full Documentation programs, applicants generally are required to submit two written forms of
verification of stable income for 12 to 24 months, depending on the particular Originator and its guidelines. Under
the Limited Documentation programs, generally one such form of verification is required for six or 12 months,
depending upon the practices of the applicable Originator. Under the Stated Income Documentation programs,
generally an applicant may be qualified based upon monthly income as stated on the mortgage loan application if the
applicant meets certain criteria. All the foregoing programs typically require that with respect to each applicant,
there be a telephone verification of the applicant’s employment. Verification of the source of funds (if any) required
to be deposited by the applicant into escrow in the case of a purchase money loan is generally required under the
Full Documentation program guidelines, except, with respect to certain Originators, in the case of mortgage loans
with loan-to-value ratios below a specified level. Generally, no such verification is required under the other
programs.

Under the General Underwriting Guidelines, various risk categories are used to grade the likelihood that the
mortgagor will satisfy the repayment conditions of the mortgage loan. These categories establish the maximum
permitted loan-to-value ratio and loan amount, given the occupancy status of the mortgaged property and the
mortgagor’s credit history and debt ratio. In general, higher credit risk mortgage loans are graded in categories that
permit higher debt ratios and more (or more recent) major derogatory credit items such as outstanding judgments or
prior bankruptcies; however, the Underwriting Guidelines establish lower maximum loan-to-value ratios and
maximum loan amounts for loans graded in such categories.

A substantial portion of the Mortgage Loans were classified by the related Originators in relatively low
(i.e., relatively higher risk) credit categories. The incidence of delinquency, default and bankruptcy with respect to
such Mortgage Loans is expected to be greater than if such Mortgage Loans had been classified in relatively higher
categories.

The Master Servicer

Aurora Loan Services LLC will act as Master Servicer under the Trust Agreement. For more information
regarding Aurora in its capacity as Master Servicer, see “Aurora Loan Services LLC—General” and “Aurora Loan
Services LLC—Master Servicing” in the prospectus.

As Master Servicer, Aurora will monitor the performance of the Servicers in accordance with the
provisions of the underlying servicing agreement and the Trust Agreement. Aurora will not be ultimately
responsible for the servicing of the Mortgage Loans except in cases where, through the exercise of its master
servicing obligations, it becomes a successor Servicer. See “Servicing of Loans—Certain Matters Regarding the
Master Servicer” in the prospectus for additional information concerning the limitation of Aurora’s liability as
master servicer.
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The Servicers
General

On the Closing Date, JPMorgan, Wells Fargo and Aurora will service approximately 60.64%, 29.49% and
2.69%, respectively, of the Mortgage Loans (by Cut-off Date Balance).

JPMorgan Chase Bank, National Association
The following information has been provided by JPMorgan.

General. JPMorgan Chase Bank, National Association (“JPMorgan”) is a wholly-owned bank subsidiary
of JPMorgan Chase & Co., a Delaware corporation whose principal office is located in New York, New York.
JPMorgan is a commercial bank offering a wide range of banking services to its customers both domestically and
internationally. JPMorgan is chartered, and its business is subject to examination and regulation, by the Office of
the Comptroller of the Currency. JPMorgan’s main office is located in Columbus, Ohio. JPMorgan is a member of
the Federal Reserve System and its deposits are insured by the Federal Deposit Insurance Corporation. JPMorgan is
rated “RPS1”, “Strong” and “SQ1” by Fitch, S&P and Moody’s, respectively. JPMorgan does not believe that its
financial condition will have any adverse effect on its ability to service the Mortgage Loans in accordance with the
terms set forth in its Servicing Agreement.

JPMorgan is the product of numerous mergers and acquisitions. Since the creation of its founding entities,
mortgage products and loan servicing have been a part of the bank’s operations. As JPMorgan’s mortgage servicing
activities have evolved over the past several decades and into the modern era, its portfolio has included prime loans
(conforming, jumbo, Alt-A, community development programs and rural housing), manufactured housing loans,
home equity loans and lines of credit, and subprime mortgage loan products.

Prior to January 1, 2005, JPMorgan formed Chase Home Finance LLC (“CHEF”), a wholly-owned, limited
liability company. Prior to January 1, 2005, Chase Manhattan Mortgage Corporation (“CMMC”) was engaged in
the mortgage origination and servicing businesses. On January 1, 2005, CMMC merged with and into CHF with
CHF as the surviving entity

In its capacity as a Servicer, JPMorgan will be responsible for servicing the Mortgage Loans in accordance
with the terms set forth in its Servicing Agreement. JPMorgan may perform any or all of its obligations under its
Servicing Agreement through one or more subservicers. JPMorgan has engaged CHF as its subservicer to perform
loan servicing activities for the Mortgage Loans on its behalf. JPMorgan will remain liable for its servicing duties
and obligations under its Servicing Agreement as if JPMorgan alone were servicing the Mortgage Loans. As a result
JPMorgan is providing disclosure regarding CHF. CHF (or its predecessors in interest) has serviced mortgage loans
(including mortgage loans similar to the Mortgage Loans) for over fifteen years.

Servicing operations for “subprime” quality mortgage loans are audited internally by JPMorgan’s general
audit and risk groups and are subject to external audits by various investors, master servicers and the Office of the
Comptroller of the Currency. JPMorgan utilizes committees assembled on a quarterly basis to analyze compliance
to fair debt collection and fair lending legislation. JPMorgan employs a dual control process to review accounts for
fee waivers and loss mitigation rejections in order to monitor compliance with internal procedures.

As of the dates indicated below, JPMorgan’s portfolio of closed-end subprime mortgage loans (including

REO properties) serviced by CHF (including mortgage loans serviced by CHF in a sub-servicer capacity) was as
follows:
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Aggregate Subprime Servicing March 31,2007 December 31, December 31, December 31,

Portfolio as of: 2006 2005 2004
Unpaid Principal Balance (in $82.6 $83.3 $67.4 $45.5
billions).............

Number of Loans (in 512.8 5193 443.0 331.1
thousands)....................

Neither JPMorgan nor CHF is in default or has been terminated for cause under any servicing agreement
with respect to closed-end subprime mortgage loans to which it is a party.

Delinquency, Loss, Bankruptcy and Recovery. JPMorgan has engaged CHF for all aspects of the
servicing function, including with respect to collections, mitigation, high risk property management, bankruptcy,
foreclosure and real estate owned properties (“REO”).

CHF has created a legal network where home product loans are referred for bankruptcy, foreclosure, REO
and loss mitigation legal actions. Attorneys are monitored for performance to action initiation requirements,
adherence to the timeline set forth by the state or federal jurisdictions and within the boundaries of the mortgage
insurer or investor. Status is monitored between operational teams for managing bankruptcy case filings, loss
mitigation programs and transfers to REO status. Performance to these timelines is periodically monitored to
increase loss mitigation opportunities, billing accurately, managing data securely, and effectively managing any
initiated legal action.

Attempts to assist mortgagors to re-perform under their mortgage commitments are made prior to referring
loans to foreclosure. Loss mitigation efforts are run concurrently with the migration of a loan to foreclosure and
continue until the foreclosure sale is executed. Loss mitigation solicitation efforts include outbound calling
strategies, inbound dedicated loss mitigation analysis teams and targeted assistance letters. In addition to the Chase
internet site delivering applications and program overviews, high risk property managers review options during site
inspections and local housing association referrals.

Mortgage loans are recognized for delinquency and default pursuant to the Office of Thrift Supervision
(“OTS”) methodology. Under the OTS methodology, a mortgage loan is considered delinquent if any payment due
thereon is not made pursuant to the terms of such mortgage loan by the close of business on the day such payment is
scheduled to be due. A mortgage loan is “30 days delinquent” if such payment has not been received by the close of
business on the corresponding day of the month immediately succeeding the month in which such payment was due,
or, if there is no such corresponding day (e.g., as when a 30-day month follows a 31-day month in which a payment
was due on the 31st day of such month), then on the last day of such immediately succeeding month. Similarly for
“60 days delinquent,” “90 days delinquent” and so on.

JPMorgan, through CHF, may, if permitted under the terms of its Servicing Agreement, agree to
modification upon the request of the mortgagor provided the modification is in lieu of a refinancing and JPMorgan,
through CHF, purchases the related Mortgage Loan for a price equal to the outstanding principal balance of the
Mortgage Loan.

Under the terms of its Servicing Agreement, JPMorgan generally will not be liable for any losses on the
Mortgage Loans.

Advances. JPMorgan is required to make Advances of delinquent monthly payments of interest and
principal to the extent described in this prospectus supplement. Such advances will be made by CHF on behalf of
JPMorgan. See “Mortgage Loan Servicing — Advances” herein. Neither JPMorgan nor CHF has failed to make a
required advance in connection with any mortgage-backed securitization.

Collection Procedures. JPMorgan, through CHF, employs a collections strategy that is based on risk
scoring and dialer strategy to make appropriate contact with delinquent customers. Outbound calling is made five
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days a week from 8:00 a.m. Eastern time to 9:00 p.m. Pacific time, and under reduced operational hours on Saturday
and Sunday.

CHF employs a variety of collection techniques during the various stages of delinquency. The primary
purpose of all collection efforts performed by CHF is to bring a delinquent mortgage loan current in as short a time
as possible. Phone calls are used as the principal form of contacting a mortgagor. CHF utilizes a combination of
predictive and preview dialer strategies to maximize the results of collection calling activity. Prior to initiating
foreclosure proceedings, CHF makes every reasonable effort to determine the reason for the default, whether the
delinquency is a temporary or permanent condition, and the mortgagor’s attitude toward the obligation. CHF will
take action to foreclose a mortgage only once every reasonable effort to cure the default has been made and a
projection of the ultimate gain or loss on REO sale is determined. In accordance with accepted servicing practices,
foreclosures are processed within individual state guidelines and in accordance with the provisions of the mortgage
and applicable state law.

Wells Fargo Bank

Servicing Experience and Procedures of Wells Fargo Bank

Servicing Experience. Wells Fargo Bank, N.A. (“Wells Fargo Bank™) is an indirect, wholly-owned subsidiary of
Wells Fargo & Company. Wells Fargo Bank is a national banking association and is engaged in a wide range of
activities typical of a national bank. Wells Fargo Bank, including its predecessors, has many years of experience in
servicing residential mortgage loans, commercial mortgage loans, auto loans, home equity loans, credit card
receivables and student loans. Wells Fargo Bank, including its predecessors, has been servicing residential
mortgage loans since 1974 and has been servicing subprime residential mortgage loans since 1996. These servicing
activities, which include collections, loss mitigation, default reporting, bankruptcy, foreclosure and REO Property
management, are handled at various Wells Fargo Bank locations including Frederick, Maryland, Fort Mill, South
Carolina and other mortgage loan servicing centers. As of the date hereof, Wells Fargo Bank has not failed to make
any required advance with respect to any issuance of residential mortgage backed securities.

Wells Fargo Bank’s servicing portfolio of residential mortgage loans (which includes Fixed Rate First Lien
Subprime Loans, Adjustable Rate First Lien Subprime Loans and Second Lien Subprime Loans as well as other
types of residential mortgage loans serviced by Wells Fargo Bank) has grown from approximately $450 billion as of
the end of 2000 to approximately $1.37 trillion as of the end of 2006. The table below sets forth for each of the
dates indicated the number and aggregate unpaid principal balance of Subprime First Lien Loans, Subprime
Second Lien Loans and Alt-A Minus Loans serviced by Wells Fargo Bank (other than any mortgage loans serviced
for Fannie Mae or Freddie Mac and certain mortgage loans serviced for the Federal Home Loan Banks, mortgage
loans insured or guaranteed by the Government National Mortgage Association, Federal Housing Administration or
Department of Veterans Affairs, or mortgage loans with respect to which Wells Fargo Bank has acquired the
servicing rights, acts as subservicer, or acts as special servicer):
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As of As of As of

December 31, 2004 December 31, 2005 December 31, 2006
Aggregate Aggregate Aggregate
Unpaid Unpaid Unpaid
Principal Principal Principal
No. of Balance of No. of Balance of No. of Balance of
Asset Type Loans — Loans Loans — Loans Loans — Loans
First Lien Subprime Loans 134,893 $19,592,490,281 173,411 $26,214,367,714 190,395 $29,252,542,517
Second Lien Subprime
Loans * * 9,116 $353,218,934 18483  $711,917,795
Alt-A Minus Loans *x woE o o 62,351 $11,088,435,185

* Wells Fargo Bank did not have a material servicing portfolio of Subprime Second Lien Loans as of the dates indicated.

** Prior to 2006, Wells Fargo Bank included Alt-A Minus Loans in its servicing portfolio of non-subprime mortgage loans.

Servicing Procedures. Shortly after the funding of a loan, various types of loan information are loaded into Wells
Fargo Bank's automated loan servicing system. Wells Fargo Bank then makes reasonable efforts to collect all
payments called for under the Mortgage Loan documents and will, consistent with the applicable servicing
agreement and any pool insurance policy, primary mortgage insurance policy, bankruptcy bond or alternative
arrangements, follow such collection procedures as are customary with respect to loans that are comparable to the
Mortgage Loans. Wells Fargo Bank may, in its discretion, (i) waive any assumption fee, late payment or other
charge in connection with a Mortgage Loan and (ii) to the extent not inconsistent with the coverage of such
Mortgage Loan by a pool insurance policy, primary mortgage insurance policy, bankruptcy bond or alternative
arrangements, if applicable, waive, vary or modify any term of any Mortgage Loan or consent to the postponement
of strict compliance with any such term or in any matter grant indulgence to any borrower, subject to the limitations
set forth in the applicable servicing agreement.

Wells Fargo Bank's collections policy is designed to identify payment problems sufficiently early to permit Wells
Fargo Bank to address such delinquency problems and, when necessary, to act to preserve equity in a pre-
foreclosure Mortgaged Property. Borrowers are billed on a monthly basis in advance of the due date. If a borrower
attempts to use Wells Fargo Bank's Voice Response Unit (“VRU”) to obtain loan information on or after a date on
which a late charge is due, the VRU automatically transfers the call to the collection area. Collection procedures
commence upon identification of a past due account by Wells Fargo Bank's automated servicing system. If timely
payment is not received, Wells Fargo Bank's automated loan servicing system automatically places the Mortgage
Loan in the assigned collection queue and collection procedures are generally initiated on the 5th day of
delinquency. The account remains in the queue unless and until a payment is received, at which point Wells Fargo
Bank's automated loan servicing system automatically removes the Mortgage Loan from that collection queue.

When a Mortgage Loan appears in a collection queue, a collector will telephone to remind the borrower that a
payment is due. Follow-up telephone contacts with the borrower are attempted until the account is current or other
payment arrangements have been made. When contact is made with a delinquent borrower, collectors present such
borrower with alternative payment methods, such as Western Union, Phone Pay and Quick Collect, in order to
expedite payments. Standard form letters are utilized when attempts to reach the borrower by telephone fail and/or
in some circumstances, to supplement the phone contacts. Company collectors have computer access to telephone
numbers, payment histories, loan information and all past collection notes. Wells Fargo Bank supplements the
collectors' efforts with advanced technology such as predictive dialers and statistical behavioral software used to
determine the optimal times to call a particular customer. Additionally, collectors may attempt to mitigate losses
through the use of behavioral or other models that are designed to assist in identifying workout options in the early
stages of delinquency. For those loans in which collection efforts have been exhausted without success, Wells Fargo
Bank determines whether foreclosure proceedings are appropriate. The course of action elected with respect to a
delinquent Mortgage Loan generally will be guided by a number of factors, including the related borrower's
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payment history, ability and willingness to pay, the condition and occupancy of the Mortgaged Property, the amount
of borrower equity in the Mortgaged Property and whether there are any junior liens.

Regulations and practices regarding the liquidation of properties (e.g., foreclosure) and the rights of a borrower in
default vary greatly from state to state. As such, all foreclosures are assigned to outside counsel, licensed to practice
in the same state as the Mortgaged Property. Bankruptcies filed by borrowers are similarly assigned to appropriate
local counsel. Communication with foreclosure and bankruptcy attorneys is maintained through the use of a
software program, thus reducing the need for phone calls and faxes and simultaneously creating a permanent record
of communication. Attorney timeline performance is managed using quarterly report cards. The status of
foreclosures and bankruptcies is monitored by Wells Fargo Bank through its use of such software system.
Bankruptcy filing and release information is received electronically from a third-party notification vendor.

Prior to a foreclosure sale, Wells Fargo Bank performs a market value analysis. This analysis includes: (i) a current
valuation of the Mortgaged Property obtained through a drive-by appraisal or broker's price opinion conducted by an
independent appraiser and/or a broker from a network of real estate brokers, complete with a description of the
condition of the Mortgaged Property, as well as other information such as recent price lists of comparable properties,
recent closed comparables, estimated marketing time and required or suggested repairs, and an estimate of the sales
price; (ii) an evaluation of the amount owed, if any, for real estate taxes; and (iii) estimated carrying costs, brokers'
fees, repair costs and other related costs associated with real estate owned properties. Wells Fargo Bank bases the
amount it will bid at foreclosure sales on this analysis. In the case of second lien loans, Wells Fargo Bank performs
a net present value analysis to determine whether to refer the second lien loan to foreclosure or to charge it off.

If Wells Fargo Bank acquires title to a property at a foreclosure sale or otherwise, it obtains an estimate of the sale
price of the property and then hires one or more real estate brokers to begin marketing the property. If the
Mortgaged Property is not vacant when acquired, local eviction attorneys are hired to commence eviction
proceedings and/or negotiations are held with occupants in an attempt to get them to vacate without incurring the
additional time and cost of eviction. Repairs are performed if it is determined that they will increase the net
liquidation proceeds, taking into consideration the cost of repairs, the carrying costs during the repair period and the
marketability of the property both before and after the repairs.

Wells Fargo Bank's loan servicing software also tracks and maintains tax and homeowners' insurance information
and tax and insurance escrow information. Expiration reports are generated periodically listing all policies scheduled
to expire. When policies lapse, a letter is automatically generated and issued advising the borrower of such lapse and
notifying the borrower that Wells Fargo Bank will obtain lender-placed insurance at the borrower's expense.

Wells Fargo Bank, in its capacity as servicer, has delivered its 2006 assessment of compliance under Item 1122 of
Regulation AB. In its assessment, Wells Fargo Bank reported that it had complied, in all material respects, with the
applicable servicing criteria set forth in Item 1122(d) of Regulation AB as of and for the year ended December 31,
2006 with respect to the primary servicing of residential mortgage loans by its Wells Fargo Home Mortgage
Division, except for the following:

(1) For certain loans originated by third parties and sub-serviced by Wells Fargo Bank or for which
servicing rights were acquired on a bulk-acquisition basis, Wells Fargo Bank determined it
provided incomplete data to some third parties who use such data to calculate delinquency ratios
and determine the status of loans with respect to bankruptcy, foreclosure or real estate owned. The
incomplete reporting only affected securitizations that included delinquent loans. Instead of the
actual due date being provided for use in calculating delinquencies, the date of the first payment
due to the security was provided. Wells Fargo Bank subsequently included additional data in the
monthly remittance reports, providing the actual borrower due date and unpaid principal balance,
together with instructions to use these new fields if such monthly remittance reports are used to
calculate delinquency ratios.

(i1) Wells Fargo Bank determined that, as required by certain servicing agreements, it did not provide
mortgage loan purchasers with prior notifications of intent to foreclose. While mortgage loan
purchasers received monthly delinquency status reports that listed loans in foreclosure, such
reports were received after such loans had been referred to an attorney. A new process is being
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implemented to send such notifications if contractually required, unless an mortgage loan
purchaser opts out in writing.

Aurora Loan Services LLC
Aurora Loan Services LLC will act as servicer under a Servicing Agreement. For more information

regarding Aurora in its capacity as a Servicer, see “Aurora Loan Services LLC—General,” “Aurora Loan Services
LLC—Servicing—Total Portfolio” and “—Subprime Mortgage Loans” in the prospectus.

Administration of the Trust Fund
Servicing and Administrative Responsibilities

The Servicers, the Master Servicer, the Securities Administrator, the Trustee, the Custodians and the Credit
Risk Manager will have the following responsibilities with respect to the Trust Fund:

Party: Responsibilities:
Servicers Performing the servicing functions with respect to the Mortgage Loans and the

Mortgaged Properties in accordance with the provisions of the related Servicing
Agreements, including, but not limited to:

e  collecting monthly remittances of principal and interest on the Mortgage Loans
from the related borrowers, depositing such amounts in the related Servicing
Account, and delivering all amounts on deposit in the related Servicing
Account to the Master Servicer for deposit in the Collection Account on the
related Servicer Remittance Date;

e collecting amounts in respect of taxes and insurance from the related borrowers,
depositing such amounts in the related escrow account, and paying such
amounts to the related taxing authorities and insurance providers, as applicable;

e making Advances with respect to delinquent payments of principal and interest
on the Mortgage Loans (other than Balloon Payments);

e paying, as servicing advances, customary costs and expenses incurred in the
performance by each Servicer of its servicing obligations, including, but not
limited to, the cost of (a) the preservation, restoration and protection of the
Mortgaged Property, (b) taxes, assessments and other charges which are or may
become a lien upon the Mortgaged Property or (c) fire and hazard insurance
coverage to the extent not paid by the borrower;

e providing monthly loan-level reports to the Master Servicer;
e  maintaining certain insurance policies relating to the Mortgage Loans; and
e initiating foreclosure proceedings.

See “The Servicers” above and “Mortgage Loan Servicing” below.

Master Servicer Performing the master servicing functions in accordance with the provisions of the
Trust Agreement and the Servicing Agreements, including but not limited to:

e monitoring each Servicer’s performance and enforcing each Servicer’s
obligations under the related Servicing Agreement;

e  collecting monthly remittances from each Servicer for deposit in the Collection
Account on the Servicer Remittance Date and delivering all amounts on deposit
in the Collection Account to the Securities Administrator for deposit in the
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Party:

Securities Administrator

Trustee

See

Responsibilities:

Certificate Account on the Master Servicer Remittance Date;

gathering the monthly loan-level reports delivered by each Servicer and
providing a comprehensive loan-level report to the Securities Administrator
with respect to the Mortgage Loans;

upon the termination of a Servicer, appointing a successor servicer, and until a
successor servicer is appointed, acting as successor servicer; and

upon the failure of a Servicer to make Advances with respect to a Mortgage
Loan, making those Advances to the extent provided in the Trust Agreement.

“The Master Servicer” above and “Mortgage Loan Servicing” below.

Performing the securities administration functions in accordance with the provisions
of the Trust Agreement, including but not limited to:

3

See

receiving monthly remittances from the Master Servicer for deposit in the
Securities Administration Account and delivering all amounts on deposit in the
Securities Administration Account to the Trustee for deposit in the Certificate
Account on the Deposit Date;

preparing and distributing investor reports, including the monthly distribution
date statement to Certificateholders based on information received from the
Master Servicer, the Swap Counterparty and the Cap Counterparty;

preparing and filing annual federal and (if required) state tax returns on behalf of
the Trust Fund;

preparing and filing certain periodic reports with the Commission on behalf of
the Trust Fund with respect to the Certificates;

until a successor master servicer is appointed, acting as successor master
servicer pursuant to the Trust Agreement; and

paying the Trustee’s fee as described under “Fees and Expenses of the Trust
Fund” and certain fees and expenses of the Custodians.

“The Trust Agreement—The Securities Administrator” and “—Reports to

Certificateholders” below.

Performing the trustee functions in accordance with the provisions of the Trust
Agreement, including but not limited to:

receiving monthly remittances from the Securities Administrator for deposit
into the Certificate Account and, based solely on the information contained in
the investor reports, distributing all amounts on deposit in (a) the Certificate
Account and (b) the Interest Rate Swap Account in accordance with the
priorities described under “Descriptions of the Certificates—Distributions of
Interest,” “—Distributions of Principal” and “—Credit Enhancement—
Application of Monthly Excess Cashflow” on each Distribution Date or the
Business Day prior to such Distribution Date, as applicable;

depositing any Net Swap Payments or Swap Termination Payments received
from the Swap Counterparty into the Interest Rate Swap Account;

distributing amounts on deposit in the Interest Rate Swap Account to the
Certificateholders and the Swap Counterparty, based solely on the information
contained in the investor reports, in accordance with the priorities described
under “Description of the Certificates—Supplemental Interest Trust—
Application of Deposits and Payments Received by the Supplemental Interest
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Party:

Custodians

Credit Risk Manager

Trust Accounts

Responsibilities:

Trust—Interest Rate Swap Agreement” on each Distribution Date or the
Business Day prior to such Distribution Date, as applicable;

e depositing any Interest Rate Cap Amount received from the Cap Counterparty
into the Interest Rate Cap Account;

e  distributing amounts on deposit in the Interest Rate Cap Account to the
Certificateholders, based solely on the information contained in the investor
reports, in accordance with the priorities described under “Description of the
Certificates—Supplemental Interest Trust—Application of Deposits and
Payments Received by the Supplemental Interest Trust—Interest Rate Cap
Agreement” on each Distribution Date or the Business Day prior to such
Distribution Date, as applicable;

e preparing and distributing annual investor reports summarizing aggregate
distributions to Certificateholders necessary to enable Certificateholders to
prepare their tax returns;

e enforcing the obligations of the Master Servicer and the Securities
Administrator under the Trust Agreement; and

e acting as successor securities administrator in the event the Securities
Administrator resigns or is removed by the Trustee unless a successor securities
administrator is appointed.

See “The Trust Agreement—The Trustee,” “—Certain Matters Under the Trust
Agreement—Duties of the Trustee” and “—Reports to Certificateholders” below.

Performing the custodial functions in accordance with the provisions of the related
Custodial Agreements, including but not limited to:

e holding and maintaining the Mortgage Loan documents related to the Mortgage
Loans in a fire-resistant facility intended for the safekeeping of mortgage loan
files on behalf of the Trustee.

See “Mortgage Loan Servicing—Custody of the Mortgage Files” below.

The Credit Risk Manager will not be responsible for performing any servicing or
administrative functions with respect to the Mortgage Loans, but rather will perform
certain advisory functions with respect to the Mortgage Loans in accordance with the
provisions of the Trust Agreement and under credit risk management agreements
with the Servicers, including but not limited to:

e monitoring and/or making recommendations to the Master Servicer and the
Servicers regarding certain delinquent and defaulted Mortgage Loans; and

e providing on a monthly basis certain reports to the Trust Fund, including, but
not limited to, a loan-level loss and mitigation analysis and a prepayment
premium analysis.

See “Mortgage Loan Servicing—The Credit Risk Manager” below.

All amounts in respect of principal and interest received from the borrowers or other recoveries in respect
of the Mortgage Loans will, at all times before distribution thereof to the Certificateholders or the Swap
Counterparty, be invested in the Trust Accounts, which are accounts established in the name of the Trustee. Funds
on deposit in the Trust Accounts may generally be invested by the party responsible for such Trust Account in
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Eligible Investments, as described under “The Agreements—Investment of Funds” in the prospectus. The Trust
Accounts will be established by the applicable parties listed below, and any investment income earned on each Trust
Account will be as retained or distributed as follows:

Trust Account:

Servicing Accounts

Collection Account

Securities Administration
Account

Certificate Account

Basis Risk Reserve Fund

Interest Rate Swap Account

Interest Rate Cap Account

Final Maturity Reserve
Account

Responsible Party:

Servicers

Master Servicer

Securities Administrator

Trustee

Trustee

Trustee

Trustee

Trustee

Application of any Investment Earnings:

Any investment earnings will be retained by the related
Servicer and will not be available for distribution to
Certificateholders.

Any investment earnings will be paid as compensation
to the Master Servicer and will not be available for
distributions to Certificateholders.

Any investment earnings will be paid as compensation
to the Securities Administrator, other than the Trustee’s
fee as described under “Fees and Expenses of the Trust
Fund” and certain fees and expenses of the Custodian as
described under “Fees and Expenses of the Trust Fund,”
and will not be available for distribution to
Certificateholders.

Any investment earnings will be paid as compensation
to the Master Servicer, other than any amount of the
Trustee’s fee not paid from amounts in deposit in the
Securities Administration Account as described under
“Fees and Expenses of the Trust Fund,” and will not be
available for distribution to Certificateholders.

Any investment earnings will remain in the Basis Risk
Reserve Fund and be available for distribution to
Certificateholders as described in clause (4) under
“Description of the Certificates—Credit Enhancement—
Application of Monthly Excess Cashflow.”

Any investment earnings will remain in the Interest Rate
Swap Account and will be paid to the Swap
Counterparty and the Certificateholders as described
under “Description of the Certificates—Supplemental
Interest Trust—Application of Deposits and Payments
Received by the Supplemental Interest Trust—Interest
Rate Swap Agreement.”

Any investment earnings will remain in the Interest Rate
Cap Account and will be paid to the Certificateholders
as described under “Description of the Certificates—
Supplemental Interest Trust—Application of Deposits
and Payments Received by the Supplemental Interest
Trust—Interest Rate Cap Agreement.”

Any investment earnings will remain in the Final
Maturity Reserve Account and will be paid to the
Certificateholders as set forth under “Description of the
Certificates—The Final Maturity Reserve Trust.”

If funds deposited in any Trust Accounts are invested by the responsible party identified in the table above,
the amount of any losses incurred in respect of any such investments will be deposited in the related Trust Account
by such responsible party out of its own funds (other than with respect to the Basis Risk Reserve Fund, the Interest
Rate Swap Account, the Interest Rate Cap Account and the Final Maturity Reserve Account, for which LBH will be
responsible for any such losses), without any right of reimbursement therefor.
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Example of Distributions

The following sets forth an example of collection of payments from borrowers on the Mortgage Loans,
transfer of amounts among the Trust Accounts and distributions on the Certificates for the Distribution Date in July
2007:

June 2 through
July 1o, Collection Period: Payments due during the related Collection

Period (June 2 through July 1) from
borrowers will be deposited in each Servicer’s
Servicing Account as received and will
include scheduled principal payments due
during the related Collection Period and
interest accrued on the ending scheduled
balance from the prior Collection Period.

June 1 through

June 30......ccoviiiieiinn, Prepayment Period for partial Partial principal prepayments received by any
prepayments received from the  Servicer will be deposited into such
Mortgage Loans: Servicer’s Servicing Account for remittance

to the Master Servicer on the Servicer
Remittance Date.

Prepayment Period for principal Principal prepayments in full received by any

prepayments in full: Servicer during the related Prepayment Period
(generally mid-month to mid-month) will be
deposited into such Servicer’s Servicing
Account during the applicable Prepayment
Period for remittance to the Master Servicer
on the Servicer Remittance Date.

July 18 i Servicer Remittance Date: The Servicers will remit collections and
recoveries in respect of the Mortgage Loans
to the Master Servicer for deposit into the
Collection Account on or prior to the 18th day
of each month (or if the 18th day is not a
Business Day, the next succeeding Business
Day), as specified in the related Servicing

Agreement.
July 20 .o Master Servicer Remittance Three Business Days immediately before the
Date Distribution Date, the Master Servicer will

remit to the Securities Administrator amounts
on deposit in the Collection Account for
deposit in the Securities Administration
Account, including any advances made by the
Servicers or the Master Servicer for that
Distribution Date.

July 24 i, Record Date: Distributions will be made to
Certificateholders of record for all classes as
of the close of business on the Business Day
immediately before the related Distribution
Date.

July 24 o, Deposit Date: One Business Day immediately before the
Distribution Date, the Securities
Administrator will remit to the Trustee
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amounts on deposit in the Securities
Administration Account for deposit into the
Certificate Account.

July 24 o Any payment received from or  One Business Day immediately before the
payable to the Swap related Distribution Date, the Swap
Counterparty under the Swap Counterparty will pay to the Trustee for
Agreement: deposit into the Interest Rate Swap Account,

any Net Swap Payments or Swap Termination
Payments required to be paid by the Swap
Counterparty under the Swap Agreement, or
the Trustee will pay to the Swap Counterparty
any Net Swap Payments or Swap Termination
Payments required to be paid by the Trustee
under the Swap Agreement, as applicable.

July 24 o Any payment received from the One Business Day immediately before the

Cap Counterparty under the related Distribution Date (beginning on the

Interest Rate Cap Agreement: Distribution Date in July 2008), the Cap
Counterparty will pay to the Trustee for
deposit into the Interest Rate Cap Account,
any Interest Rate Cap Amount required to be
paid by the Cap Counterparty under the
Interest Rate Cap Agreement.

July 25 o Distribution Date: On the 25th day of each month (or if the 25th
day is not a Business Day, the next Business
Day), the Trustee will make distributions to
Certificateholders from amounts on deposit in
the Certificate Account, the Interest Rate
Swap Account and the Interest Rate Cap
Account.

Succeeding months follow the same pattern.
Mortgage Loan Servicing
General

The Servicers will have primary responsibility for servicing the Mortgage Loans as described under
“Administration of the Trust Fund—Servicing and Administration Responsibilities” above. Each of the Trustee, the
Master Servicer and the NIMS Insurer are either parties or third party beneficiaries under the Servicing Agreements
and can enforce the rights of the Seller thereunder. Under a separate credit risk management agreement between the
Credit Risk Manager and each Servicer, the Credit Risk Manager will provide certain monitoring and advisory
services with respect to delinquent Mortgage Loans. See “Servicing of Loans” in the prospectus.

Under each Servicing Agreement, the Master Servicer has the authority to terminate the related Servicer for
certain events of default which indicate that either the Servicer is not performing, or is unable to perform, its duties
and obligations under the related Servicing Agreement. If the Master Servicer terminates a Servicer, the Master
Servicer will be required to appoint a successor servicer as provided in the Trust Agreement. Notwithstanding
anything to the contrary in the prospectus, the Master Servicer will not be ultimately responsible for the performance
of the servicing activities by a Servicer, except as described under “—Advances” below.

In addition, under certain of the Servicing Agreements, the Seller generally has the right to terminate a

Servicer, without cause, upon thirty days’ or sixty days’ notice, as applicable, subject to certain conditions set forth
in the related Servicing Agreement, including payment of unreimbursed or unpaid Advances, servicing advances,
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Servicing Fees and applicable expenses of the related Servicer in connection with the transfer of the Mortgage Loans
to a successor servicer, and generally, payment of a termination fee which will be payable by the Seller from its own
funds and not reimbursable from the Trust Fund. Any such termination without cause requires the consent of the
Master Servicer, the Trustee and the NIMS Insurer and receipt of confirmation from the Rating Agencies that the
transfer of servicing will not result in a qualification, withdrawal or downgrade of the then current ratings of any of
the Certificates. The Seller, with the prior written consent of the Master Servicer and NIMS Insurer, may also
terminate certain of the Servicers if losses or delinquencies on the Mortgage Loans exceed certain trigger levels
specified in the related Servicing Agreement. No termination fee is paid to the terminated Servicer under such
special termination events, but the Servicer will be reimbursed for unpaid Advances, servicing advances and
Servicing Fees.

Any successor servicer must be qualified to service mortgage loans for Freddie Mac and Fannie Mae and
must have a net worth of not less than $25,000,000.

Servicing Accounts and the Collection Account

Each Servicer will establish and maintain a segregated Servicing Account in trust for the Trustee into
which each Servicer will deposit payments on account of interest and principal for the related Mortgage Loans, less
its Servicing Fee, as described under “Servicing of Loans—Deposits to and Withdrawal from the Collection
Account” and “—Servicing Accounts” in the prospectus.

On the related Servicer Remittance Date, each Servicer will remit the amounts on deposit in its Servicing
Account to the Master Servicer for deposit into the Collection Account, which is maintained by the Master Servicer.

The Servicers and the Master Servicer are entitled to reimburse themselves from the related Servicing
Account or Collection Account, as applicable, for any Advances made and expenses incurred, as described below
under “—Servicing Compensation and Payment of Expenses” and “—Advances.” The Servicing Accounts and the
Collection Account will consist solely of amounts relating to the Mortgage Loans, and amounts on deposit therein
will not be commingled with any other funds not related to the Trust Fund.

See also “Administration of the Trust Fund—Trust Accounts” in this prospectus supplement.
Servicing Compensation and Payment of Expenses

As compensation for master servicing, the Master Servicer is entitled to the compensation described under
“Fees and Expenses of the Trust Fund.”

Each Servicer will be paid the Servicing Fee for each Mortgage Loan serviced by it and any successor to
the Servicer will in all cases receive a fee in an amount not greater than the applicable Servicing Fee. As additional
servicing compensation, each Servicer is entitled to retain (i) all servicing related fees, including assumption fees,
modification fees, ancillary servicing fees, extension fees, non-sufficient fund fees and late payment charges (other
than Prepayment Premiums) to the extent collected from the borrower, (ii) any interest or other income earned on
funds held in the Servicing Accounts and escrow accounts and other similar items described under each related
Servicing Agreement and (iii) any Prepayment Interest Excess to the extent not offset by Prepayment Interest
Shortfalls.

The Servicing Fees are subject to reduction as described below under “Prepayment Interest Shortfalls.” See
“Servicing of Loans—Servicing Compensation and Payment of Expenses” in the prospectus for information
regarding expenses payable by the Master Servicer and the Servicers. The Master Servicer and the Servicers will be
entitled to reimbursement for certain expenses prior to distribution of any amounts to Certificateholders. See
“Servicing of Loans—Collection Procedures; Escrow Accounts” and “—Servicing Compensation and Payment of
Expenses” in the prospectus.
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Waiver or Modification of Mortgage Loan Terms

The Servicers may waive, modify or vary any term of any Mortgage Loan or consent to the postponement
of strict compliance with any term of any Mortgage Loan so long as that waiver, modification or postponement is
not materially adverse to the Trust Fund; provided, however, that unless the applicable Servicer has received the
prior written consent of the Master Servicer (and in certain cases, the NIMS Insurer), the applicable Servicer may
not permit any modification for any Mortgage Loan that would change the Mortgage Rate, defer or forgive the
payment of principal or interest, reduce or increase the outstanding Scheduled Principal Balance (except for actual
payments of principal) or change the final maturity date on that Mortgage Loan. In the event of any such
modification that permits the deferral of interest or principal payments on any Mortgage Loan, the related Servicer
must make an Advance. However, the related Servicer may not make or permit any modification, waiver or
amendment of any term of any Mortgage Loan that would cause any REMIC created under the Trust Agreement to
fail to qualify as a REMIC or result in the imposition of any tax.

Prepayment Interest Shortfalls

When a borrower prepays a Mortgage Loan in full or in part between Scheduled Payment dates, the
borrower pays interest on the amount prepaid only from the last Scheduled Payment date to the date of prepayment,
with a resulting reduction in interest payable for the month during which the prepayment is made. Any Prepayment
Interest Shortfall is generally required to be paid by the applicable Servicer, but only to the extent that such amount
is not offset by Prepayment Interest Excess, if any, and does not exceed the total of the Servicing Fees on the
Mortgage Loans serviced by it for the applicable Distribution Date. The Master Servicer is not required to fund any
Prepayment Interest Shortfall required to be funded but not funded by the Servicers or a successor servicers as
discussed herein.

Advances

Each Servicer will generally be obligated to make Advances and servicing advances to the extent that such
Advances, in its judgment, are reasonably recoverable from future payments and collections, insurance payments or
proceeds of liquidation of the related Mortgage Loan. The Master Servicer will be obligated to make any required
Advance if any Servicer fails in its obligation to do so, to the extent provided in the Trust Agreement. The Master
Servicer and each Servicer, as applicable, will be entitled to recover any Advances and servicing advances made by
it with respect to a Mortgage Loan out of late payments thereon or out of related liquidation and insurance proceeds
or, if those amounts are insufficient or if the related Servicer believes such Advances or servicing advances will not
be recoverable, from collections on other Mortgage Loans. Such reimbursements may result in Realized Losses.

The purpose of making these Advances is to maintain a regular cash flow to the Certificateholders, rather
than to guarantee or insure against losses. No party will be required to make any Advances with respect to
reductions in the amount of the monthly payments on Mortgage Loans due to reductions made by a bankruptcy court
in the amount of a Scheduled Payment owed by a borrower or a Relief Act Reduction. No party which makes an
Advance is entitled to interest on those Advances. No party will be required to make any Advances with respect to
any payment on a Balloon Loan at maturity.

Collection of Taxes, Assessments and Similar Items

The Servicers will, to the extent required by the related Mortgage Loan documents, maintain escrow
accounts for the collection of hazard insurance premiums and real estate taxes with respect to the Mortgage Loans,
and will make advances with respect to delinquencies in required escrow payments by the related borrowers to the
extent necessary to avoid the loss of a Mortgaged Property due to a tax sale or the foreclosure thereof as a result of a
tax lien.

Insurance Coverage

The Master Servicer and the Servicers are required to obtain and thereafter maintain in effect a bond,
corporate guaranty or similar form of insurance coverage (which may provide blanket coverage), or any
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combination thereof, insuring against loss occasioned by the errors and omissions of their respective officers and
employees.

Evidence as to Compliance

Each Servicing Agreement will provide that before or during March of each year, in accordance with the
applicable Servicing Agreement, beginning in 2008, each Servicer will provide to the Depositor, the Master Servicer
and the Securities Administrator a report on an assessment of compliance with the AB Servicing Criteria. Each
Custodial Agreement will provide that on or before March 15 of each year, beginning in 2008, the related Custodian
will provide to the Depositor, the Master Servicer and the Securities Administrator a report on an assessment of
compliance with the AB Servicing Criteria. The Trust Agreement will provide that on or before March 15 of each
year, beginning March 15, 2008, (1) the Master Servicer will provide to the Depositor, the Sponsor and the
Securities Administrator a report on an assessment of compliance with the AB Servicing Criteria, (2) the Securities
Administrator will provide to the Depositor, the Sponsor and the Master Servicer a report on an assessment of
compliance with the AB Servicing Criteria applicable to it and (3) the Credit Risk Manager will provide to the
Depositor, the Sponsor, the Master Servicer and the Securities Administrator a report on an assessment of
compliance with the AB Servicing Criteria. In addition, before or during March of each year, in accordance with the
applicable agreement, beginning in 2008, any permitted subservicer or subcontractor of any of the parties described
above that is participating in the servicing function relating to the Mortgage Loans, within the meaning of
Regulation AB, will also provide to the Master Servicer and the Securities Administrator a report on an assessment
of compliance with the AB Servicing Criteria.

Each party that is required to deliver a report on assessment of servicing compliance, will also deliver an
attestation report from a firm of independent public accountants on the related assessment of compliance. The AB
Servicing Criteria include specific criteria relating to the following areas: general servicing considerations, cash
collection and administration, investor remittances and reporting and pool asset administration. Each report is
required to indicate that the AB Servicing Criteria were used to test compliance of the relevant party on a platform
level basis and will set out any material instances of noncompliance.

Each Servicing Agreement will also provide for delivery to the Depositor, the Seller, the Master Servicer
and the Securities Administrator before or during March of each year, in accordance with the applicable Servicing
Agreement, beginning in 2008, a separate annual statement of compliance from each Servicer to the effect that, to
the best knowledge of the signing officer, the Servicer has fulfilled in all material respects its obligations under the
related Servicing Agreement throughout the preceding year or, if there has been a material failure in the fulfillment
of any obligation, the statement will specify each failure and the nature and status of that failure. This annual
statement of compliance may be provided as a single form making the required statements as to more than one
servicing agreement.

Copies of the annual reports of assessment of compliance, attestation reports, and statements of compliance
may be obtained by Certificateholders without charge upon written request to the Securities Administrator at the
address of the Securities Administrator set forth above under “Additional Information.” These items will also be
filed with the Issuing Entity’s annual report on Form 10-K, to the extent required under Regulation AB.

Master Servicer Default; Servicer Default

If the Master Servicer is in default in its obligations under the Trust Agreement, the Trustee may, and must
if directed to do so by the NIMS Insurer or by Certificateholders having more than 50% of the Voting Rights
applicable to each class of Certificates affected thereby, terminate the Master Servicer. In such event, the Trustee,
pursuant to the terms of the Trust Agreement, will either assume the duties of Master Servicer or will appoint a
successor master servicer in accordance with the standards set forth in the Trust Agreement.

If a Servicer is in default in its obligations under the related Servicing Agreement, the Master Servicer may,
at its option, terminate the defaulting Servicer and either appoint a successor servicer in accordance with the
applicable Servicing Agreement and the Trust Agreement, or succeed to the responsibilities of the terminated
Servicer.
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Amendment of the Servicing Agreements

Each Servicing Agreement may generally be amended, without notice to or consent of the
Certificateholders, with the written consent of the Master Servicer, the Seller, the related Servicer and the Trustee;
provided that (1) except for amendment in connection with a servicing transfer or transfer of any servicing rights,
the amendment will not be materially inconsistent with the provisions of the related Servicing Agreement and (2) the
party requesting such amendment must, at its own expense, provide the Trustee, the Master Servicer and the Seller
with an opinion of independent counsel that the amendment will not materially adversely affect the interest of the
Certificateholders or holders of the NIM Securities. Any amendment pursuant to the preceding sentence will be
deemed not to adversely affect in any material respect the interests of any Certificateholder if the Trustee receives
written confirmation from each Rating Agency that the amendment will not cause such Rating Agency to reduce its
then current ratings assigned to the Certificates.

Custody of the Mortgage Files

The Servicers will generally not have responsibility for custody of the Mortgage Loan documents described
under “The Trust Agreement—Assignment of Mortgage Loans” below. These documents are generally required to
be delivered to the applicable Custodian. Each Custodian will hold the Mortgage Loan documents on behalf of the
Trustee pursuant to a Custodial Agreement between the applicable Custodian and the Trustee. The Mortgage Loan
documents related to a Mortgage Loan will be held together in an individual file separate from other mortgage loan
files held by that Custodian. Each Custodian will maintain the Mortgage Loan documents in a fire-resistant facility
intended for the safekeeping of mortgage loan files. The Securities Administrator will pay the fees of each
Custodian; however, if the Trustee does not pay the fees of a Custodian, that Custodian may be repaid its fees by the
Securities Administrator from the Trust Fund.

The Credit Risk Manager

Clayton Fixed Income Services, Inc., a Colorado Corporation, will monitor and make recommendations to
the Servicers regarding certain delinquent and defaulted Mortgage Loans, and will provide, on a monthly basis,
certain reports to the Trust Fund, including, but not limited to, a loan-level loss and mitigation analysis and a
prepayment premium analysis. Certificateholders will be able to review the current report via the Internet at the
Credit Risk Manager’s website, Attps.//reports,clayton.com, on or about the fifteenth calendar day of the month
following each Distribution Date. The user name for access to the website will be the investor’s e-mail address and
the password for this transaction will be “SASCO 2007-BC3.” Such reports will also be included in the Trust Fund’s
filings with the Commission under the Securities Exchange Act of 1934. The Credit Risk Manager will rely on
mortgage loan data that is provided to it by the Servicers and/or the Master Servicer in performing its advisory,
monitoring and reporting functions.

The Credit Risk Manager will be entitled to receive the Credit Risk Manager’s Fee until the termination of
the Trust Fund or until its removal by a vote of at least 66 2/3% of the Certificateholders. The Credit Risk
Manager’s Fee will be paid by the Trust Fund and will be calculated at the Credit Risk Manager’s Fee Rate on the
Scheduled Principal Balance of each Mortgage Loan.

Optional Purchase of Defaulted Mortgage Loans

The Master Servicer will have the right, but not the obligation, to purchase any Mortgage Loan that is 120
or more days delinquent in payment, provided that the Master Servicer must exercise this purchase option with
respect to any particular Mortgage Loan within 60 days after the loan becomes 120 days delinquent. The purchase
price, which will be equal to the unpaid principal balance of the Mortgage Loan plus accrued interest thereon to the
date of purchase and any unreimbursed servicing advances allocable to such Mortgage Loan, will be deposited by
the Master Servicer into the Collection Account.

The holder of the economic residual interest will generally be the majority holder of the Class X

Certificates or, if the Class X Certificates have been resecuritized in a NIMS Transaction, the majority holder of the
residual interest in the issuer of the NIM Securities.
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In addition, subject to certain limitations set forth in certain of the Servicing Agreements, the NIMS Insurer
will have the right, but not the obligation, to purchase for its own account any Distressed Mortgage Loan for a
purchase price equal to the unpaid principal balance of such Mortgage Loan, plus accrued interest thereon to the date
of repurchase, plus any unreimbursed servicing advances allocable to the Distressed Mortgage Loan. The NIMS
Insurer is prohibited from using any procedure in selecting Distressed Mortgage Loans to be repurchased which
would be materially adverse to Certificateholders. Any such repurchase will be accomplished by remittance to the
Master Servicer of the purchase price for the Distressed Mortgage Loan for deposit into the Collection Account.

Special Servicer for Distressed Mortgage Loans

The Seller, with the consent of the Trustee, the Master Servicer and the NIMS Insurer, has the option under
certain of the Servicing Agreements to transfer any Mortgage Loan which becomes a Distressed Mortgage Loan for
servicing by a special servicer selected by the Seller. Any special servicing fee paid to a special servicer will not
exceed the related Servicing Fee. The NIMS Insurer, in lieu of providing its consent, may purchase any Distressed
Mortgage Loan precluding a transfer of a Distressed Mortgage Loan to a special servicer, as described above.

Pledge of Servicing Rights

The Servicing Agreements permit certain of the Servicers to obtain financing by means of a pledge and
assignment of their rights to reimbursement for outstanding Advances and other rights under the related Servicing
Agreement to one or more lenders. To the extent provided under any such financing arrangement, upon default by
the related Servicer, the lender may appoint a successor servicer; provided such successor servicer meets all existing
requirements for appointment of a successor servicer under the related Servicing Agreement and the Trust
Agreement. See “—General” above.

Actions by the Sponsor and its Affiliates

The Sponsor and Aurora, as a Servicer and the Master Servicer, have certain rights and obligations
described in this prospectus supplement with respect to the sale and servicing of the Mortgage Loans which include,
in the case of the Sponsor, loan-level representations and warranties, and in the case of the Master Servicer, the right
to purchase loans that are 120 days or more delinquent. These parties have, or may have in the future, similar rights
and obligations in connection with a substantial number of other mortgage loan securitization trusts formed at the
direction of the Sponsor. The Sponsor and its affiliates may from time to time have economic interests in the
performance of the Mortgage Loans included in the Trust Fund or in other securitization trusts that may include a
residual interest, other classes of certificates or interests in the form of derivatives. In addition, because the
performance of pools of mortgage loans may vary due to differing credit quality or other pool characteristics, the
servicing techniques employed and level of servicing attention required may be greater in respect of some loan pools
than others. While both the Sponsor and the Master Servicer will fulfill their contractual obligations with respect to
the Trust Fund, the Sponsor and the Master Servicer may in some cases and with respect to certain securitization
trusts employ different levels of investigation and remedial action and devote more resources to such matters as loss
mitigation and repurchase of defective mortgage loans than would be required by contract in order to protect the
economic interests of the Sponsor and its affiliates, or to address particular performance issues related to the
characteristics of one or more mortgage loan pools. There can be no assurance as to whether the Master Servicer
will purchase any defaulted loans from the Trust Fund, or as to how many defaulted loans the Master Servicer may
purchase, or as to the frequency or timing of any such purchases.

The Trust Agreement
General

The Certificates will be issued pursuant to the Trust Agreement. The NIMS Insurer will be a third party
beneficiary to the Trust Agreement and as such will have certain rights under the Trust Agreement for so long as the
NIM Securities are outstanding or the NIMS Insurer is owed any amounts in connection with its guaranty of the
NIM Securities. Reference is made to the prospectus for important information in addition to that set forth herein
regarding the terms and conditions of the Trust Agreement and the Offered Certificates.
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Offered Certificates in certificated form will be transferable and exchangeable at the Corporate Trust Office
of the Trustee, which will serve as certificate registrar and paying agent. The Securities Administrator will provide
or make available to a prospective or actual Certificateholder, without charge, upon written request, an electronic
copy (without exhibits) of the Trust Agreement. Requests should be addressed to Wells Fargo, P.O. Box 98,
Columbia, Maryland 21046 (or for overnight deliveries, 9062 Old Annapolis Road, Columbia, Maryland 21045),
Attention: Corporate Trust Group, SASCO 2007-BC3.

The Issuing Entity

On the Closing Date, and until the termination of the Trust Fund pursuant to the Trust Agreement,
Structured Asset Securities Corporation Mortgage Loan Trust 2007-BC3 will be a common law trust formed under
the laws of the State of New York. The Issuing Entity will be created under the Trust Agreement by the Depositor
and its assets will consist of the Trust Fund.

On the Closing Date, the Sponsor will make an initial deposit of $1,000 into the Basis Risk Reserve Fund
on behalf of the Issuing Entity. The Issuing Entity will not have any liabilities as of the Closing Date, other than as
provided in the Trust Agreement. The fiscal year end of the Issuing Entity will be December 31 of each year.

On the Closing Date, the Supplemental Interest Trust will be created under the Trust Agreement by the
Depositor, and its assets will consist of the Swap Agreement, the Interest Rate Cap Agreement and such assets as
from time to time deposited in the Interest Rate Swap Account or the Interest Rate Cap Account, as applicable. The
Supplemental Interest Trust will be a common law trust formed under the laws of the State of New York. On the
Closing Date, the Sponsor will make an initial deposit of $1,000 into the Interest Rate Swap Account on behalf of
the Supplemental Interest Trust. In addition, the Sponsor will make an initial deposit of $1,000 into the Interest Rate
Cap Account on behalf of the Supplemental Interest Trust. All assets of the Supplemental Interest Trust are payable
under the Trust Agreement to the Trust Fund or the Swap Counterparty, as applicable. See “Description of the
Certificates—Supplemental Interest Trust.”

On the Closing Date, the Final Maturity Reserve Trust will be created under the Trust Agreement by the
Depositor, and its assets will consist of such amounts as from time to time deposited in the Final Maturity Reserve
Account. The Final Maturity Reserve Trust will be a common law trust formed under the laws of the State of New
York. On the Closing Date, the Sponsor will make an initial deposit of $1,000 into the Final Maturity Reserve
Account. All assets of the Final Maturity Reserve Trust are payable under the Trust Agreement to Certificateholders.
See “Description of the Certificates—The Final Maturity Reserve Trust.”

The Issuing Entity will not have any employees, officers or directors. The Trustee, the Depositor, the
Master Servicer, the Servicers, the Securities Administrator, the Credit Risk Manager and the Custodians will act on
behalf of the Issuing Entity, and may only perform those actions on behalf of the Issuing Entity that are specified in
the Trust Agreement, the Sale and Assignment Agreement, the Servicing Agreements and the Custodial
Agreements. See “The Master Servicer,” “The Servicers,” “Mortgage Loan Servicing” and “The Trust Agreement.”

The Trustee, on behalf of the Issuing Entity, is only permitted to take such actions as are specifically
provided in the Trust Agreement. Under the Trust Agreement, the Trustee on behalf of the Issuing Entity will not
have the power to issue additional certificates representing interests in the Trust Agreement, borrow money on
behalf of the Trust Fund or make loans from the assets of the Trust Fund to any person or entity, without the
amendment of the Trust Agreement by Certificateholders and the other parties thereto as described under “—Certain
Matters Under the Trust Agreement—Amendment of the Trust Agreement.”

If the assets of the Trust Fund are insufficient to pay the Certificateholders all principal and interest owed,
holders of some or all classes of Certificates will not receive all of their expected payments of interest and principal
and will suffer a loss. The risk of loss to holders of Subordinate Certificates is greater than to holders of Senior
Certificates. See “Risk Factors—Risks Related to Potential Inadequacy of Credit Enhancement and Other Support”
in this prospectus supplement. The Issuing Entity, as a common law trust, is not eligible to be a debtor in a
bankruptcy proceeding. In the event of a bankruptcy of the Sponsor, the Depositor or any Originator, it is not
anticipated that the Trust Fund would become part of the bankruptcy estate or subject to the bankruptcy control of a
third party.
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The Trustee

General. The Trustee will be U.S. Bank National Association, a national banking association. The Trustee
will perform the functions described under “—Certain Matters Under the Trust Agreement—Duties of the Trustee”
below. As compensation for its services, the Trustee will be paid a fee as set forth under “Fees and Expenses of the
Trust Fund.”

U.S. Bank National Association. U.S. Bank National Association (“U.S. Bank”) will act as Trustee,
paying agent and certificate registrar under the Trust Agreement, as described under “Administration of the Trust
Fund—Servicing and Administrative Responsibilities.” The Trustee shall make each monthly statement, prepared
by the Securities Administrator, available to the Certificateholders via the Trustee’s internet website at
http://www.usbank.com/abs. Certificateholders with questions may direct them to the Trustee’s bondholder
services group at (800) 934-6802. U.S. Bank is a national banking association and a wholly-owned subsidiary of
U.S. Bancorp, which is currently ranked as the sixth largest bank holding company in the United States with total
assets exceeding $221 billion as of March 31, 2007. As of March 31, 2007, U.S. Bancorp served approximately
14.2 million customers, operated 2,498 branch offices in 24 states and had over 50,000 employees. A network of
specialized U.S. Bancorp offices across the nation, inside and outside its 24-state footprint, provides a
comprehensive line of banking, brokerage, insurance, investment, mortgage, trust and payment services products to
consumers, businesses, governments and institutions.

U.S. Bank has one of the largest corporate trust businesses in the country with offices in 46 U.S. cities.
The Trust Agreement will be administered from U.S. Bank’s corporate trust office located at One Federal Street, 3"
Floor, Boston, MA 02110.

U.S. Bank has provided corporate trust services since 1924. As of December 31, 2006, U.S. Bank was
acting as trustee with respect to over 81,000 issuances of securities with an aggregate outstanding principal balance
of over $2.2 trillion. This portfolio includes corporate and municipal bonds, mortgage-backed and asset-backed
securities and collateralized debt obligations.

As of December 31, 2006, U.S. Bank (and its affiliate U.S. Bank Trust National Association) was acting as
trustee, registrar and paying agent on 472 issuances of sub-prime securities with an outstanding aggregate principal
balance of approximately $243,685,600,000.

U.S. Bank will also act as custodian of a portion of the mortgage files pursuant to a Custodial Agreement.
As custodian, U.S. Bank is responsible for holding such mortgage files on behalf of the Trustee. U.S. Bank will
hold the mortgage files in one of its custodial vaults, which are located in 1133 Rankin Street, St. Paul, Minnesota
55116. The mortgage files are tracked electronically to identify that they are held by U.S. Bank pursuant to the
related Custodial Agreement. U.S. Bank uses a barcode tracking system to track the location of, and owner or
secured party with respect to, each file that it holds as custodian, including the mortgage files held on behalf of the
Trustee. As of March 31, 2007, U.S. Bank holds approximately 7,544,000 document files for approximately 980
entities and has been acting as a custodian for approximately 21 years.

The Securities Administrator

General. The Securities Administrator will be responsible under the Trust Agreement for preparing the
monthly distribution date statement to Certificateholders described under “—Reports to Certificateholders” below,
preparing and filing the Trust Fund’s tax information returns and providing monthly calculations to the Trustee
regarding distributions to Certificateholders. The Securities Administrator will prepare the distribution date
statements, tax returns and required reports based solely on information provided to the Securities Administrator by
the Master Servicer or, in the case of information regarding the Swap Agreement, by the Swap Counterparty or, in
the case of the information regarding the Interest Rate Cap Agreement, by the Cap Counterparty. The Securities
Administrator will not be required to confirm, verify or recalculate any such information, but will be entitled to rely
conclusively on such information. The Securities Administrator is entitled to the compensation described under
“Fees and Expenses of the Trust Fund.”
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Under the Trust Agreement, the Securities Administrator may be held liable for its own negligent action or
failure to act, or for its own willful misconduct; provided, however, that the Securities Administrator will not be
personally liable with respect to any action taken, suffered or omitted to be taken by it in good faith in accordance
with the direction of the Certificateholders in an Event of Default; see “—Certain Matters Under the Trust
Agreement—Events of Default Under the Trust Agreement” below and “The Agreements—Event of Default; Rights
Upon Event of Default” in the prospectus. The Securities Administrator is not required to expend or risk its own
funds or otherwise incur any financial liability in the performance of any of its duties under the Trust Agreement, or
in the exercise of any of its rights or powers, if it has reasonable grounds for believing that repayment of those funds
or adequate indemnity against risk or liability is not reasonably assured to it.

The Securities Administrator may, upon written notice to the Depositor, the Trustee and the Master
Servicer, resign at any time, in which event the Depositor will be obligated to use its best efforts to appoint a
successor securities administrator. If no successor securities administrator has been appointed and has accepted the
appointment within a specified number of days after giving notice of resignation, the resigning Securities
Administrator or the securityholders may petition any court of competent jurisdiction for appointment of a successor
securities administrator.

The Securities Administrator may also be removed at any time:
e if the Securities Administrator becomes bankrupt or insolvent;

e if the Securities Administrator fails to observe or perform in any material respect any of the
covenants or agreements contained in the Trust Agreement; or

e by Certificateholders evidencing not less than 25% of the Class Principal Amount (or Percentage
Interest) of each class of Certificates affected thereby, upon written notice to the Securities
Administrator and the Depositor.

Any resignation or removal of the Securities Administrator and appointment of a successor Securities
Administrator will not become effective until acceptance of the appointment by the successor Securities
Administrator.

Wells Fargo. Wells Fargo will act as the Securities Administrator pursuant to the terms of the Trust
Agreement. Wells Fargo is a national banking association and a wholly-owned subsidiary of Wells Fargo &
Company. Wells Fargo has been engaged in the business of securities administration since June 30, 1995. As of
December 31, 2006, Wells Fargo was acting as securities administrator with respect to more than
$1,006,418,000,000 of outstanding residential mortgage-backed securities.

Wells Fargo’s assessment of compliance with applicable servicing criteria relating to its provision of
master servicing, trustee, securities administration and paying agent services for the twelve months ended December
31, 2006, furnished pursuant to Item 1122 of Regulation AB, discloses that it was not in compliance with the
1122(d)(3)(i) servicing criteria during that reporting period. The assessment of compliance indicates that certain
monthly investor or remittance reports included errors in the calculation and/or the reporting of delinquencies for the
related pool assets, which errors may or may not have been material, and that all such errors were the result of data
processing errors and/or the mistaken interpretation of data provided by other parties participating in the servicing
function. The assessment further states that all necessary adjustments to Wells Fargo’s data processing systems
and/or interpretive clarifications have been made to correct those errors and to remedy related procedures.

Assignment of Mortgage Loans

The Mortgage Loans will be assigned by the Depositor to the Trustee, together with all principal and
interest received with respect to such Mortgage Loans on and after the Cut-off Date (other than Scheduled Payments
due on that date). The Trustee will, concurrently with such assignment, authenticate and deliver the Certificates.
Each Mortgage Loan will be identified in a schedule appearing as an exhibit to the Trust Agreement which will
specify with respect to each Mortgage Loan, among other things, the original principal balance and the Scheduled
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Principal Balance as of the close of business on the Cut-off Date, the Mortgage Rate, the Scheduled Payment, the
maturity date, the related Servicer and the related Custodian of the mortgage file and the applicable Prepayment
Premium provisions, if any.

Deutsche Bank National Trust Company, U.S. Bank National Association, LaSalle Bank National
Association and Wells Fargo Bank, N.A. will each act as a Custodian on behalf of the Trustee, pursuant to their
respective Custodial Agreement. As to each Mortgage Loan, the following documents are generally required to be
delivered to the related Custodian on behalf of the Trustee in accordance with the Trust 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 thereon (or, if such 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), (3) an original
assignment of the mortgage to the Trustee or in blank in recordable form (except as described below), (4) the
policies of title insurance issued with respect to each Mortgage Loan and (5) the originals of any assumption,
modification, extension or guaranty agreements. With respect to certain Servicers, it is expected that the mortgages
or assignments of mortgage with respect to each Mortgage Loan will have been recorded in the name of an agent on
behalf of the holder of the related mortgage note. In that case, no mortgage assignment in favor of the Trustee will
be required to be prepared, delivered or recorded. Instead, the related 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.

Each transfer of the Mortgage Loans from the Seller to the Depositor and from the Depositor to the Trustee
will be intended to be a sale of the Mortgage Loans and will be reflected as such in the Sale and Assignment
Agreement and the Trust Agreement, respectively. However, in the event of insolvency of either the Seller or the
Depositor, a trustee in bankruptcy or a receiver or creditor of the insolvent party could attempt to recharacterize the
sale of the Mortgage Loans by the insolvent party as a financing secured by a pledge of the Mortgage Loans. In the
event that a court were to recharacterize the sale of the Mortgage Loans by either the Seller or the Depositor as a
financing, each of the Depositor, as transferee of the Mortgage Loans from the Seller, and the Trustee will have a
security interest in the Mortgage Loans transferred to it. The Trustee’s security interest will be perfected by delivery
of the mortgage notes to the Custodians on behalf of the Trustee.

Representations and Warranties

The Mortgage Loans either (a) were purchased pursuant to various Sale Agreements by the Seller or LBB
directly from the various Transferors or (b) are Lehman Originated Mortgage Loans. Any Transferred Mortgage
Loans purchased by LBB from a Transferor were subsequently assigned to the Seller.

Pursuant to the terms of each Sale Agreement, each Transferor has made to the Seller, as direct purchaser
or assignee, as of the Sale Date certain representations and warranties concerning the related Transferred Mortgage
Loans that generally include the representations and warranties described in the prospectus under “Loan
Underwriting Procedures and Standards—Representations and Warranties.”

The Seller’s rights under each Sale Agreement (except in the case of Mortgage Loans originated by
People’s Choice Home Loan, Inc.) will be assigned by the Seller to the Depositor pursuant to the Sale and
Assignment Agreement and, in turn, assigned by the Depositor to the Trustee for the benefit of holders of the
Certificates pursuant to the Trust Agreement. For any Lehman Originated Mortgage Loans or Mortgage Loans
originated by People’s Choice Home Loan, Inc., the Seller will make certain representations and warranties with
respect to such Mortgage Loans to the Depositor in the Sale and Assignment Agreement that generally include the
representations and warranties similar to those described above made by each Transferor, which will be, in turn,
assigned by the Depositor to the Trustee for the benefit of Certificateholders pursuant to the Trust Agreement.

In addition, each Transferor will have represented to the Seller (and/or the Seller will have represented to
the Depositor), that (1) each Mortgage Loan at the time it was made complied in all material respects with
applicable local, state and federal laws, including but not limited to all applicable anti-predatory and anti-abusive
lending laws; (2) none of the Mortgage Loans constitute “high-cost” or “high-risk” loans under applicable anti-
predatory and anti-abusive lending laws; (3) no proceeds from any Mortgage Loan were used to finance single
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premium credit insurance policies and (4) with respect to Pool 1, no Mortgage Loan imposes a Prepayment Premium
for a term in excess of three years.

Within the period of time specified in the Trust Agreement following the discovery of a breach of any
representation or warranty that materially and adversely affects the value of the Mortgage Loan, or receipt of notice
of such breach, the applicable Transferor or the Seller will be obligated either to (a) cure such breach, (b) repurchase
the affected Mortgage Loan from the Trust Fund for a price equal to the unpaid principal balance thereof plus
accrued interest thereon plus any costs and damages incurred by the Trust Fund in connection with any violation of
any anti-predatory or anti-abusive lending laws or (c) in the circumstances described in the prospectus under “The
Agreements—Repurchase and Substitution of Non-Conforming Loans,” substitute a Qualifying Substitute Mortgage
Loan.

In addition, pursuant to the Sale and Assignment Agreement, with respect to any Transferred Mortgage
Loans (other than Transferred Mortgage Loans originated by People’s Choice Home Loan, Inc.), the Seller will
make to the Depositor (and the Depositor will assign to the Trustee for the benefit of holders of the Certificates)
only certain limited representations and warranties intended to address certain material conditions that may arise
with respect to the Mortgage Loans between the applicable Sale Date and the Closing Date. In the event of a breach
of any such representation or warranty that does not constitute a breach of any representation or warranty made by
the applicable Transferor as described above, the Seller will be obligated in the same manner as the Transferor to
cure such breach or repurchase the affected Mortgage Loan from the Trust Fund, as described above. However, the
Seller will have no obligation to cure a breach or repurchase or replace a Transferred Mortgage Loan if the relevant
breach constitutes a breach of a representation or warranty made by the related Transferor under the related Sale
Agreement and such Transferor fails to fulfill its obligations. Notwithstanding the foregoing, the Seller will
represent in the Sale and Assignment Agreement with respect to any Transferred Mortgage Loans in the event of a
breach of those representations set forth in clauses (1) through (4) of the second preceding paragraph, the Seller will
be directly obligated to cure such breach or repurchase or replace the affected Mortgage Loan.

With respect to approximately 1,253 of the Mortgage Loans (representing approximately 33.02% of the
Mortgage Loans) the first monthly payment following the initial sale of such Mortgage Loans to the Seller has not
yet been made. With respect to certain of these Mortgage Loans, in the event the borrower fails to make the first
monthly payment within 30 days following the date on which such payments are due, the related Transferor will be
obligated to repurchase the related Mortgage Loan, as described below. With respect to other of these Mortgage
Loans, in the event the borrower fails to make the first and/or second monthly payment, as applicable, within 30
days following the date on which such payments are due, the Seller will be obligated to repurchase the related
Mortgage Loan, as described below.

To the extent that any Mortgage Loan as to which a representation or warranty has been breached is not
repurchased or replaced by the applicable Transferor or the Seller and a Realized Loss occurs with respect to that
Mortgage Loan, holders of the Certificates, in particular the Offered Subordinate Certificates and the Class B
Certificates, may incur a loss.

Certain Matters Under the Trust Agreement

Duties of the Trustee. The Trustee will serve as paying agent and certificate registrar. The Trustee will be
responsible under the Trust Agreement for preparing certain investor reports, including the monthly distribution date
statement to Certificateholders, certain annual reports summarizing aggregate distributions on the Certificates,
preparing and filing the Trust Fund’s tax information returns and providing such tax forms and information within
control of the Trustee to Certificateholders as required by the Code. The Trustee will prepare the distribution date
statements, tax returns and required reports based solely on information provided to the Trustee by the Master
Servicer, Swap Counterparty and the Cap Counterparty. The Trustee will not be required to confirm, verify or
recompute any such information, but will be entitled to rely conclusively on such information. The Trustee will
make the distribution date statement available each month to Certificateholders.

The Trustee will be required to perform only those duties specifically required of it under the Trust

Agreement unless an Event of Default has occurred, in which case the Trustee may take such additional actions as
described below under “—Events of Default under the Trust Agreement.” Upon receipt of the various certificates,
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statements, reports or other instruments required to be furnished to it, the Trustee will be required to examine them
to determine whether they are in the form required by the Trust Agreement; however, the Trustee will not be
responsible for the accuracy or content of any documents furnished to the Trustee by the Securities Administrator,
the Master Servicer, the Swap Counterparty, the Cap Counterparty or any other party.

The Trustee will not have any liability arising out of or in connection with the Trust Agreement, except that
the Trustee may be held liable for its own negligent action or failure to act, or for its own willful misconduct;
provided, however, that the Trustee will not be personally liable with respect to any action taken, suffered or omitted
to be taken by it in good faith in accordance with the direction of the Certificateholders in an Event of Default, and
the Trustee will not be deemed to have notice of any Event of Default unless an officer of the Trustee has actual
knowledge of the Event of Default or written notice of an Event of Default is received by the Trustee at its
Corporate Trust Office. See “—Events of Default under the Trust Agreement” below. The Trustee is not required to
expend or risk its own funds or otherwise incur any financial liability in the performance of any of its duties under
the Trust Agreement, or in the exercise of any of its rights or powers, if it has reasonable grounds for believing that
repayment of those funds or adequate indemnity against risk or liability is not reasonably assured to it.

The Trustee will have no duties under the Trust Agreement with respect to any claim or notice it may
receive or which may be alleged to have been delivered to or served upon it by the parties as a consequence of the
assignment of any Mortgage Loan under the Trust Agreement; however, the Trustee will remit to the Master
Servicer any claim or notice it may receive which is delivered to the Corporate Trust Office and which contains
information sufficient to permit the Trustee to make a determination that the real property to which such document
relates is a Mortgaged Property. None of the provisions in the Trust Agreement shall in any event require the
Trustee to perform, or be responsible for the manner of performance of, any of the obligations of the Master Servicer
other than with respect to its duties as successor master servicer. The Trustee will not be responsible for any act or
omission of the Master Servicer, the Securities Administrator the Depositor or any other party.

The Trustee will not be responsible for (a) any recording or filing of any agreement or of any financing
statement or continuation statement evidencing a security interest, or to see to the maintenance of any such
recording or filing which may have been made, or the validity, priority, perfection or sufficiency of the security for
the Certificates, (b) the payment of any insurance related to the Certificates or the Mortgage Loans or (c) the
payment or discharge of any tax, assessment, or other governmental charge or any lien or encumbrance of any kind
owing with respect to, assessed or levied against, any part of the Trust Fund, other than from funds available in any
Trust Account. The Trustee is not responsible for the validity of the Trust Agreement, the Swap Agreement, the
Interest Rate Cap Agreement or the Certificates or the validity, priority, perfection or sufficiency of the security for
the Certificates.

Events of Default Under the Trust Agreement. An Event of Default under the Trust Agreement will
generally consist of:

e any failure by the Master Servicer to furnish to the Securities Administrator the Mortgage Loan data
sufficient to prepare the reports described under “—Reports to Certificateholders” below that
continues unremedied for two Business Days after the giving of written notice of the failure to the
Master Servicer by the Trustee or the Securities Administrator, or to the Master Servicer, the
Securities Administrator and the Trustee by the holders of Certificates evidencing not less than 25%
of the Class Principal Amount (or Percentage Interest) of each class of Certificates affected thereby;

e after receipt of notice from the Trustee or any NIMS Insurer, any failure of the Master Servicer to
remit to the Securities Administrator any payment required to be made to the Securities
Administrator for the benefit of Certificateholders under the Trust Agreement, including any
Advance, on the date specified in the Trust Agreement, which failure continues unremedied for a
period of one Business Day after the date upon which notice of such failure shall have been given to
the Master Servicer by the Trustee or any NIMS Insurer;

e any failure by the Master Servicer duly to observe or perform in any material respect any of its
covenants or agreements in the Trust Agreement that continues unremedied for the number of days
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specified in the Trust Agreement, or if any representation or warranty of the Master Servicer will
prove to be incorrect as of the time made in any respect that materially and adversely affects the
interests of the Certificateholders, and the circumstance or condition in respect of which such
representation or warranty was incorrect will not have been eliminated or cured within the number
of days specified in the Trust Agreement, in either case after the giving of written notice of the
failure to the Master Servicer by the Trustee or the Securities Administrator, or to the Master
Servicer, the Securities Administrator and the Trustee by the holders of Certificates evidencing not
less than 50% of the Class Principal Amount (or Percentage Interest) of each class of Certificates
affected thereby;

e certain events in insolvency, readjustment of debt, marshalling of assets and liabilities or similar
proceedings and certain actions by the Master Servicer indicating its insolvency, reorganization or
inability to pay its obligations, or any Rating Agency reducing or withdrawing or threatening to
reduce or withdraw the rating of the Certificates because of the financial condition or loan servicing
capability of the Master Servicer;

e asale or pledge of any of the rights of the Master Servicer under the Trust Agreement or an
assignment or a delegation of the rights or duties of the Master Servicer under the Trust Agreement
will have occurred in any manner which is not permitted under the Trust Agreement and is without
the prior written consent of the Trustee, any NIMS Insurer and Certificateholders evidencing not
less than 50% of the Class Principal Amount (or Percentage Interest) of each class of Certificates
affected thereby; or

o if the Master Servicer has notice or knows that any Servicer at any time is not either a Fannie Mae-
or Freddie Mac-approved seller/servicer, and the Master Servicer has not terminated the rights and
obligations of that Servicer under the applicable Servicing Agreement and replaced such Servicer
with a Fannie Mae- or Freddie Mac-approved servicer within 60 days of the date the Master
Servicer receives that notice or acquires such knowledge.

So long as an Event of Default remains unremedied under the Trust Agreement, the Trustee may terminate
the Master Servicer, whereupon the Securities Administrator, unless a successor master servicer is appointed, will
succeed to all responsibilities, duties and liabilities of the Master Servicer under the Trust Agreement and will be
entitled to reasonable compensation, together with other servicing compensation in the form of assumption fees, late
payment charges or otherwise as provided in the Trust Agreement. In the event that the Securities Administrator is
unwilling or unable so to act, it may select, or petition a court of competent jurisdiction to appoint, a housing and
home finance institution, bank or mortgage servicing institution with a net worth of at least $15,000,000 to act as
successor master servicer.

During the continuance of an Event of Default under the Trust Agreement, the Trustee will have the right to
take action to enforce its rights and remedies and to protect and enforce the rights and remedies of the
Certificateholders, and Certificateholders evidencing not less than 25% of the Class Principal Amount (or
Percentage Interest) of each class of Certificates affected thereby may direct the time, method and place of
conducting any proceeding for any remedy available to the Trustee or exercising any trust or power conferred upon
the Trustee. However, the Trustee will not be under any obligation to pursue any remedy or to exercise any of the
trusts or powers unless the Certificateholders have offered the Trustee reasonable security or indemnity against the
cost, expenses and liabilities that may be incurred by the Trustee. Also, the Trustee may decline to follow the
direction if the Trustee determines that the action or proceeding so directed may not lawfully be taken or would
involve it in personal liability or be unjustly prejudicial to the non-assenting Certificateholders.

No Certificateholder, solely by virtue of that holder’s status as a Certificateholder, will have any right
under the Trust Agreement to institute any proceeding with respect to the Trust Agreement, unless that
Certificateholder previously has given to the Trustee written notice of default and unless the holders of Certificates
evidencing not less than 25% of the Class Principal Amount (or Percentage Interest) of each class of Certificates
affected thereby have made a written request upon the Trustee to institute a proceeding in its own name as Trustee
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thereunder, and have offered to the Trustee reasonable indemnity, and the Trustee for the number of days specified
in the Trust Agreement has neglected or refused to institute such a proceeding.

Expenses and Indemnities of the Trustee. The Trustee will be entitled to reimbursement of all reasonable
expenses, disbursements and advances incurred or made by the Trustee in accordance with the Trust Agreement,
except for expenses, disbursements and advances incurred by the Trustee in the routine administration of its duties
under the Trust Agreement and except for any expenses arising from its negligence, bad faith or willful misconduct.
The Trustee will also be entitled to indemnification from the Trust Fund for any loss, liability or expense incurred,
arising out of, or in connection with, the acceptance or administration of the trusts created under the Trust
Agreement or in connection with the performance of its duties under the Trust Agreement, the Swap Agreement, the
Interest Rate Cap Agreement, the Sale and Assignment Agreement, any Sale Agreement, any Servicing Agreement
or any Custodial Agreement, including the costs and expenses of defending itself against any claim in connection
with the exercise or performance of any of its powers or duties under the Trust Agreement.

The Trustee will be entitled to reimbursement for its expenses and indemnification amounts as described
above, prior to distribution of any amounts to Certificateholders, provided that such reimbursable amounts will not
exceed $200,000 in the aggregate per year from the Closing Date to the first anniversary of the Closing Date and
each for each subsequent anniversary year thereafter. The Trustee will be entitled to reimbursement for its expenses
and indemnification amounts in excess of $200,000 in each anniversary year from the aggregate of any Interest
Remittance Amount remaining after application of any Net Swap Payment, Swap Termination Payment, any Final
Maturity Reserve Amount, Current Interest, Carryforward Interest and the Credit Risk Manager’s Fee, as described
under “Description of the Certificates—Distributions of Interest—Interest Distribution Priorities.”

Resignation of Trustee. The Trustee may, upon written notice to the Depositor, the Master Servicer, and
the Securities Administrator resign at any time, in which event the Depositor will appoint a successor trustee. If no
successor trustee has been appointed and has accepted the appointment within 30 days after the Trustee’s notice of
resignation, the resigning Trustee may petition any court of competent jurisdiction for appointment of a successor
trustee.

The Trustee may be removed at any time by the Depositor if (a) the Trustee ceases to be eligible to
continue to act as trustee under the Trust Agreement, (b) the Trustee becomes incapable of acting, or is adjudged
bankrupt or insolvent, or a receiver of the Trustee is appointed, (c) a tax is imposed or threatened with respect to the
Trust Fund by any state in which the Trustee or the Trust Fund held by the Trustee is located or (d) the continued
use of the Trustee would result in a downgrading of the rating by any Rating Agency of any class of Certificates. In
addition, the Trustee may be removed at any time by holders of more than 50% of the Class Principal Amount (or
Percentage Interest) of each class of Certificates upon 30 days’ written notice to the Trustee.

Any resignation or removal of the Trustee and appointment of a successor trustee will not become effective
until acceptance of the appointment by the successor trustee, whereupon the predecessor trustee will mail notice of
the succession of the successor trustee to all Certificateholders; the expenses of the mailing are to be borne by the
predecessor trustee. The predecessor trustee will be required to assign to the successor trustee its interest under all
Mortgage Loan files, and will be required to assign and pay over to the successor trustee the entire Trust Fund,
together with all necessary instruments of transfer and assignment or other documents properly executed necessary
to effect that transfer. In addition, the Master Servicer and the predecessor trustee will be required to execute and
deliver such other instruments and do such other things as may reasonably be required to vest in the successor
trustee all such rights, powers, duties and obligations.

Amendment of the Trust Agreement. The Trust Agreement may be amended by the parties to the Trust
Agreement, without notice to or consent of the Certificateholders:

(1 to cure any ambiguity;

2) to conform to the provisions of the prospectus supplement and prospectus, to correct any
defective provisions or to supplement any provision;
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3) to add any other provisions with respect to matters or questions arising under the Trust
Agreement; or

@) to comply with any requirements imposed by the Code;

provided that (a) no such amendment may adversely affect the status of any REMIC and (b) any amendment under
clause (3) above must not adversely affect in any material respect the interests of any Certificateholders. Any
amendment pursuant to clause (3) of the preceding sentence will be deemed not to adversely affect in any material
respect the interests of any Certificateholder if the Trustee receives written confirmation from each Rating Agency
that the amendment will not cause such Rating Agency to reduce its then current ratings assigned to the Certificates.

The Trust Agreement may also be amended by the parties to the Trust Agreement with the consent of the
Certificateholders of not less than 66 2/3% of the Class Principal Amount (or 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 Trust Agreement or modifying in any manner the rights of Certificateholders; provided
however, that no amendment may reduce the amount or delay the timing of payments on any Certificate without the
consent of the holder of such Certificate, or reduce the percentage required to consent to the amendment, without the
consent of Certificateholders of 100% of the Class Principal Amount (or Percentage Interest) of each class of
Certificates affected by the amendment.

Reports to Certificateholders

The Securities Administrator will prepare (based solely on information provided by the Master Servicer,
the Swap Counterparty and the Cap Counterparty) and, in the manner described under “Additional Information”
above, will make available to each Certificateholder on each Distribution Date, or as soon thereafter as is
practicable, a report setting forth the following information (on the basis of mortgage loan-level information
provided by the Servicers):

(1) the aggregate amount of the distribution to be made on that Distribution Date to each
class of Certificates, to the extent applicable, allocable to principal on the Mortgage Loans, including
Liquidation Proceeds and Insurance Proceeds, stating separately the amount attributable to scheduled and
unscheduled principal payments;

2) the aggregate amount of the distribution to be made on that Distribution Date to each
class of Certificates allocable to interest and the calculation thereof;

3) the amount, if any, of any distribution to the Class P, Class X, Class LT-R and Class R
Certificates;

4 (A) the aggregate amount of any Advances required to be made by or on behalf of a
Servicer (or the Master Servicer) with respect to the related Collection Period, (B) the aggregate amount of
such Advances actually made, and (C) the amount, if any, by which (A) above exceeds (B) above;

(5) by Mortgage Pool and in the aggregate, the total number of Mortgage Loans and the
aggregate Scheduled Principal Balance of all the Mortgage Loans as of the close of business on the last day
of the related Collection Period, after giving effect to payments allocated to principal reported under item
(1) above;

(6) the Class Principal Amount of each class of Certificates, to the extent applicable, as of
that Distribution Date after giving effect to payments allocated to principal reported under item (1) above,
separately identifying any reduction of any of the foregoing Certificate Principal Amounts due to Applied
Loss Amounts;

@) the amount of any Prepayment Premiums distributed to the Class P Certificates;

(®) by Mortgage Pool and in the aggregate, the amount of any Realized Losses incurred with
respect to the Mortgage Loans (x) in the applicable Prepayment Period and (y) in the aggregate since the
Cut-off Date;
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9 the amount of the Servicing Fees and Credit Risk Manager’s Fees paid during the
Collection Period to which that distribution relates;

(10) the number and aggregate outstanding principal balance of Mortgage Loans in any
Mortgage Pool, as reported to the Securities Administrator by the Master Servicer, (a) remaining
outstanding, (b) delinquent 30 to 59 days, (c) delinquent 60 to 89 days, (d) delinquent 90 or more days, (¢)
as to which foreclosure proceedings have been commenced, all as of the close of business on the last
Business Day of the calendar month immediately before the month in which that Distribution Date occurs,
(f) in bankruptcy and (g) that are REO Properties (the information in this item (10) will be calculated using
the OTS delinquency method);

(1D the aggregate outstanding principal balance of any Mortgage Loans in each Mortgage
Pool with respect to which the related Mortgaged Property became a REO Property as of the close of
business on the last Business Day of the calendar month immediately before the month in which that
Distribution Date occurs;

(12) with respect to substitution of Mortgage Loans in the preceding calendar month, the
Scheduled Principal Balance of each Deleted Loan, and of each Qualifying Substitute Mortgage Loan;

(13) the aggregate outstanding Carryforward Interest, Net Prepayment Interest Shortfalls,
Basis Risk Shortfalls and Unpaid Basis Risk Shortfalls, if any, for each class of Certificates, after giving
effect to the distribution made on that Distribution Date;

(14) the Interest Rate applicable to that Distribution Date with respect to each class of
Certificates;

(15) with respect to each Mortgage Pool, the Interest Remittance Amount and the Principal
Remittance Amount applicable to that Distribution Date;

(16) if applicable, the amount of any shortfall (i.e., the difference between the aggregate
amounts of principal and interest which Certificateholders would have received if there were sufficient
available amounts in the Certificate Account and the amounts actually distributed);

17 the Overcollateralization Amount after giving effect to the distributions made on that
Distribution Date;

(18) the amount of any Overcollateralization Deficiency after giving effect to the distributions
made on that Distribution Date;

(19) the level of LIBOR for that Distribution Date;

(20) the amount of any payments made by the Cap Counterparty to the Interest Rate Cap
Account under the Interest Rate Cap Agreement;

21 the amount of any Net Swap Payment to the Interest Rate Swap Account, any Net Swap
Payment to the Swap Counterparty, any Swap Termination Payment to the Interest Rate Swap Account and
any Swap Termination Payment to the Swap Counterparty;

(22) whether a Trigger Event is in effect for that Distribution Date;

(23) the amount of any deposit in the Final Maturity Reserve Account, and on the earlier of
the Final Scheduled Distribution Date and the termination of the Trust Fund, the amount distributed from
the Final Maturity Reserve Account; and

(24) any other information required pursuant to the Trust Agreement.

In addition, within 90 days after the end of each calendar year, the Trustee will prepare and make available
to any person who at any time during the calendar year was a Certificateholder of record, a report summarizing the
items provided to the Certificateholders pursuant to items (1) and (2) above on an annual basis as may be required to
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enable those Certificateholders to prepare their federal income tax returns. Such information will also include the
amount of OID accrued on each class of Certificates and information regarding the expenses of the Trust Fund
furnished by the Securities Administrator to the Trustee. The Securities Administrator will provide the Trustee with
such information as is necessary fro the Trustee to prepare such reports (and the Trustee may rely solely upon such
information).

Voting Rights

At all times 97% of all voting rights will be allocated among the holders of the Offered Certificates and the
Class B Certificates as provided below. The portion of such voting rights allocated to each class of the Offered
Certificates or the Class B Certificates will be based on the fraction, expressed as a percentage, the numerator of
which is the Class Principal Amount of such class of Certificates then outstanding and the denominator of which is
the aggregate Class Principal Amount of all outstanding classes of the Offered Certificates and the Class B
Certificates. The holders of the Class R, Class P and Class X Certificates will each be allocated 1% of the voting
rights. The voting rights allocation to any class of Certificates will be allocated among all holders of each such class
in proportion to the outstanding Certificate Principal Amount or Percentage Interest of such Certificates.

Yield, Prepayment and Weighted Average Life
General

The yields to maturity (or to early termination) of the Offered Certificates will be affected by the rate of
principal payments (including prepayments, which may include amounts received by virtue of purchase,
condemnation, insurance or foreclosure) on the Mortgage Loans and the application of excess interest to retire the
Class Principal Amounts of the Certificates. Yields will also be affected by the extent to which Mortgage Loans
bearing higher Mortgage Rates prepay at a more rapid rate than Mortgage Loans with lower Mortgage Rates, the
amount and timing of borrower delinquencies and defaults resulting in Realized Losses, the purchase price for the
Offered Certificates and other factors.

Yields on the Senior Certificates and the Group Subordinate Certificates will be affected by the rate of
principal payments on the Mortgage Loans in the related Mortgage Pool, primarily, and to a lesser extent (if at all)
by the rate of principal payments on the Mortgage Loans in the unrelated Mortgage Pool. Yields on the Class M6,
Class M7, Class M8, Class M9 and the Class B Certificates will be affected by the rate of principal payments on the
Mortgage Loans in both Mortgage Pools.

Principal prepayments may be influenced by a variety of economic, geographic, demographic, social, tax,
legal and other factors, including the credit quality of the Mortgage Loans. In general, if prevailing interest rates fall
below the interest rates on the Mortgage Loans, the Mortgage Loans are likely to be subject to higher rates of
prepayments than if prevailing rates remain at or above the interest rates on 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. Other factors affecting prepayment of the Mortgage Loans include such factors as changes in
borrowers’ housing needs, job transfers, unemployment, borrowers’ net equity in the Mortgaged Properties, changes
in the values of Mortgaged Properties, mortgage market interest rates and servicing decisions. The Mortgage Loans
generally have due-on-sale clauses.

In addition, the rate of principal prepayments may also be influenced by programs offered by mortgage
loan originators, servicers and brokers (including the Servicers and their affiliates). In particular, the Seller and its
affiliates (including Aurora) may solicit borrowers using general and targeted solicitations (which may be based on
mortgage loan characteristics including, but not limited to, interest rate, payment history or geographic location) and
solicitations to borrowers whom the Seller or its affiliates believe may be considering refinancing their mortgage
loans.

Substantially all of the Adjustable Rate Mortgage Loans have Mortgage Rates that provide for a fixed

interest rate during the initial period from the date of origination, as described under “Description of the Mortgage
Pools—Adjustable Rate Mortgage Loans,” and thereafter provide for adjustments to the Mortgage Rates on a semi-
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annual basis. When such Adjustable Rate Mortgage Loans begin their adjustable period, increases and decreases in
the Mortgage Rate on the Mortgage Loan will be limited by the Periodic Cap, except in the case of the first
adjustment which will be limited by the Initial Cap, the Maximum Rate and the Minimum Rate, if any, and will be
based on the Index in effect prior to the related Adjustment Date plus the applicable Gross Margin. The Index may
not rise and fall consistently with Mortgage Rates. As a result, the Mortgage Rates on the Adjustable Rate Mortgage
Loans at any time may not equal the prevailing mortgage interest rates of similar adjustable rate mortgage loans, and
accordingly the prepayment rate may be lower or higher than would otherwise be anticipated. Moreover, each
Adjustable Rate Mortgage Loan has a Maximum Rate and a Minimum Rate, which in some cases is equal to the
related Gross Margin. Further, some borrowers who prefer the certainty provided by fixed rate mortgage loans may
nevertheless obtain adjustable rate mortgage loans at a time when they regard the mortgage interest rates (and,
therefore, the payments) on fixed rate mortgage loans as unacceptably high. These borrowers may be induced to
refinance adjustable rate mortgage loans when the mortgage interest rates and monthly payments on comparable
fixed rate mortgage loans decline to levels which these borrowers regard as acceptable, even though such mortgage
interest rates and monthly payments may be significantly higher than the current mortgage interest rates and
monthly payments on the borrower’s adjustable rate mortgage loans. The ability to refinance a Mortgage Loan will
depend on a number of factors prevailing at the time refinancing is desired, including, without limitation, real estate
values, the borrower’s financial situation, prevailing mortgage interest rates, the borrower’s equity in the related
Mortgaged Property, tax laws and prevailing general economic conditions. In addition, as discussed below, the
Interest Rates on the Offered Certificates beginning with the Accrual Period following the first adjustment date may
decrease, and may decrease significantly, after the Mortgage Rates on the Mortgage Loans begin to adjust.

Approximately 70.79% of the Mortgage Loans are subject to Prepayment Premiums, as described under
“Description of the Mortgage Pools—General” herein. Such Prepayment Premiums may have the effect of reducing
the amount or the likelihood of prepayment of the related Mortgage Loans during the applicable Prepayment
Premium Period.

The rate of principal payments on the Mortgage Loans will also be affected by the amortization schedules
of the Mortgage Loans, the rate and timing of prepayments thereon by the borrowers, liquidations of defaulted
Mortgage Loans and repurchases of Mortgage Loans due to certain breaches of representations and warranties or
defective documentation. The timing of changes in the rate of prepayments, liquidations and purchases of the related
Mortgage Loans may, and the timing of Realized Losses will, significantly affect the yield to an investor, even if the
average rate of principal payments experienced over time is consistent with an investor’s expectation. Because the
rate and timing of principal payments on the Mortgage Loans will depend on future events and on a variety of
factors (as described more fully herein and in the prospectus under “Yield, Prepayment and Maturity
Considerations”), no assurance can be given as to such rate or the timing of principal payments on the Offered
Certificates. In general, the earlier a prepayment of principal of the Mortgage Loans, the greater the effect on an
investor’s yield. 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 the period immediately following the issuance of the Certificates may not be
offset by a subsequent like decrease (or increase) in the rate of principal payments.

Approximately 61.91% of the Adjustable Rate Mortgage Loans and approximately 72.86% of the Fixed
Rate Mortgage Loans are fully amortizing. However, approximately 38.09% of the Adjustable Rate Mortgage Loans
and approximately 27.14% of the Fixed Rate Mortgage Loans are Balloon Loans which will have original terms to
maturity that are shorter than their amortization schedules, leaving final payments due on their maturity dates that
are significantly larger than other monthly payments. Approximately 25.91% of the Mortgage Loans are Balloon
Loans that have original terms to maturity of 30 years and principal amortization periods of 40 years.
Approximately 9.84% of the Mortgage Loans are Balloon Loans that have original terms to maturity of 30 years and
principal amortization periods of 50 years. The ability of a borrower to repay a Balloon Loan at maturity frequently
will depend on the borrower’s ability to refinance the loan. Any loss on a Balloon Loan as a result of the borrower’s
inability to refinance the loan will be borne by Certificateholders, to the extent that losses exceed the applicable
credit enhancement described herein. In addition, Balloon Loans with amortization periods of 40 or 50 years will
result in a slower rate of scheduled payment of principal on the related Balloon Loans and may therefore result in
slower amortization of the Class Principal Amounts of the Offered Certificates.

As described herein, approximately 20.01% of the Mortgage Loans do not provide for monthly payments of
principal for the first five or ten years following origination. Instead, only monthly payments of interest are due
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during such period. Other considerations aside, due to such characteristics, borrowers may be disinclined to prepay
the Interest-Only Mortgage Loans during such interest-only period. In addition, because no principal is due on such
loans for their initial interest-only period, the Class Principal Amounts of the Offered Certificates will amortize at a
slower rate during such period than would otherwise be the case. Thereafter, when the monthly payments on the
Interest-Only Mortgage Loans are recalculated on the basis of a payment schedule sufficient to amortize the
principal balance of such Interest-Only Mortgage Loan over its remaining term, principal payments on the Offered
Certificates are expected to increase correspondingly, and, in any case, at a faster rate than if payments on the
related Mortgage Loans were calculated on the basis of an amortization schedule based on the original term to
maturity of the Mortgage Loan. Notwithstanding the foregoing, no assurance can be given as to any prepayment rate
on the Interest-Only Mortgage Loans.

From time to time, areas of the United States may be affected by flooding, severe storms, landslides,
wildfires, earthquakes or other natural disasters. Under the Sale and Assignment Agreement, the Seller will
represent and warrant that as of the Closing Date each Mortgaged Property was free of material damage. In the event
of an uncured breach of this representation and warranty that materially and adversely affects the interests of
Certificateholders, the Seller will be required to repurchase the affected Mortgage Loan or substitute another
mortgage loan therefor. If any damage caused by flooding, storms, wildfires, landslides or earthquakes (or other
cause) occurs after the Closing Date, the Seller will not have any repurchase obligation. In addition, the standard
hazard policies covering the Mortgaged Properties generally do not cover damage caused by earthquakes, flooding
and landslides, and earthquake, flood or landslide insurance may not have been obtained with respect to such
Mortgaged Properties. As a consequence, Realized Losses could result. To the extent that the insurance proceeds
received with respect to any damaged Mortgaged Properties are not applied to the restoration thereof, the proceeds
will be used to prepay the related Mortgage Loans in whole or in part. Any repurchases or repayments of the
Mortgage Loans may reduce the weighted average lives of the Offered Certificates and will reduce the yields on the
Offered Certificates to the extent they are purchased at a premium.

As described under “Trust Agreement—Representations and Warranties,” with respect to approximately
33.02% of the Mortgage Loans, in the event that any such Mortgage Loan is delinquent in payment with respect to
the first and/or second monthly payment due to the Seller, as set forth under the related Sale Agreement or Sale and
Assignment Agreement, the related Transferor or Seller, as applicable, will be obligated to purchase the Mortgage
Loan from the Trust Fund.

Prepayments, liquidations and purchases of Mortgage Loans will result in distributions to holders of the
related Certificates of principal amounts that would otherwise be distributed over the remaining terms of such
Mortgage Loans. The rate of defaults on the Mortgage Loans will also affect the rate and timing of principal
payments on the Mortgage Loans. In general, defaults on mortgage loans are expected to occur with greater
frequency in their early years.

The yields on the Offered Certificates may be adversely affected by Net Prepayment Interest Shortfalls on
the Mortgage Loans. The yields on the Offered Certificates may also be adversely affected by reductions in the
Mortgage Rates under the Relief Act or similar state or local laws.

The yields on the Offered Certificates will be affected by the level of LIBOR and by the Mortgage Rates of
the Mortgage Loans from time to time as described under “Risk Factors—Mortgage Loan Interest Rates May Limit
Interest Rates on the Certificates.”

The yields on the Offered Certificates may be adversely affected by Net Swap Payments and Swap
Termination Payments (not due to a Swap Counterparty Trigger Event) to the Swap Counterparty. Any Net Swap
Payment or Swap Termination Payments payable to the Swap Counterparty will reduce amounts available for
distribution to Certificateholders. If the rate of prepayments on the Mortgage Loans is faster than anticipated, the
Scheduled Notional Amount on which payments due under the Swap Agreement are calculated may exceed the
Aggregate Pool Balance, thereby increasing the relative proportion of interest (and possibly principal) collections on
the Mortgage Loans that must be applied to make any Net Swap Payment to the Swap Counterparty and
consequently, the combination of rapid rates of prepayment and low prevailing interest rates could adversely affect
the yields on the Offered Certificates.
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As described herein, excess interest will be applied, to the extent available, as an additional payment of
principal on the Offered Certificates and the Class B Certificates to maintain the overcollateralization targets
specified by the Rating Agencies. The level of excess interest available on any Distribution Date will be influenced
by, among other things:

e The overcollateralization level of the Mortgage Loans. This means the extent to which interest on
the Mortgage Loans is accruing on a higher principal balance than the total Certificate Principal
Amount of the Offered Certificates and the Class B Certificates;

e The loss experience of the Mortgage Loans. For example, excess interest will be reduced as a result
of Realized Losses on the Mortgage Loans;

e  The value of One-Month LIBOR, Six-Month LIBOR, Twelve-Month LIBOR and the One-Year
CMT Index;

e  The extent to which funds are received or paid by the Interest Rate Swap Account under the Swap
Agreement;

e The amounts, if any, received by the Interest Rate Cap Account under the Interest Rate Cap
Agreement;

e  The amounts paid to the Final Maturity Reserve Trust for deposit into the Final Maturity Reserve
Account; and

e The extent to which the weighted average of the Net Mortgage Rates of the Mortgage Loans
exceeds the weighted average of the Interest Rates of the Offered Certificates and the Class B
Certificates plus fees and expenses of the Trust Fund.

No assurances can be given as to the amount or timing of excess interest distributable on the Certificates.

The yields to investors on the Offered Certificates will be affected by the exercise by the Master Servicer of
its right to purchase the Mortgage Loans (or its failure to exercise such right), as described under “Description of the
Certificates—Optional Purchase of the Mortgage Loans” herein, or the failure of the NIMS Insurer to direct the
Master Servicer to exercise that right.

If the purchaser of a Certificate offered at a discount from its initial principal amount calculates its
anticipated yield to maturity (or early termination) based on an assumed rate of payment of principal that is faster
than that actually experienced on the related Mortgage Loans, the actual yield may be lower than that so calculated.
Conversely, if the purchaser of a Certificate offered at a premium calculates its anticipated yield based on an
assumed rate of payment of principal that is slower than that actually experienced on the related Mortgage Loans,
the actual yield may be lower than that so calculated. For this purpose, prepayments of principal include not only
voluntary prepayments made by the borrower, but repurchases of Mortgage Loans by the Seller due to breaches of
representations and warranties.

Overcollateralization

The yields of the Offered Certificates will be affected by the application of Monthly Excess Cashflow as
described herein and by the amount of overcollateralization. The amount of Monthly Excess Cashflow will be
affected by the delinquency, default and prepayment experience of the Mortgage Loans. There can be no assurance
that overcollateralization will be maintained at the level described herein. In addition, because of the cross-
collateralization features of the Mortgage Pools as described under “Description of the Certificates—Distributions of
Principal,” payments of principal on the Senior Certificates may be accelerated before principal payments are
applied to the Offered Subordinate Certificates and the Class B Certificates.
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Subordination of the Offered Subordinate Certificates

As described herein, Certificates having a relatively higher priority of distribution will have a preferential
right to receive distributions of interest to the extent of the Interest Remittance Amount. In addition, Applied Loss
Amounts will be allocated to the Offered Subordinate Certificates and Class B Certificates in inverse order of
seniority. As a result, the yields of each class of the Offered Subordinate Certificates and the Class B Certificates
will be more sensitive, in varying degrees, to delinquencies and losses on the Mortgage Loans than the yields of
more senior Certificates.

Weighted Average Life

Weighted average life refers to the average amount of time that will elapse from the date of issuance of a
security to the date of distribution to the investor of each dollar distributed in net reduction of principal of such
security (assuming no losses). The weighted average lives of the Offered Certificates will be influenced by, among
other things, the rate at which principal of the related Mortgage Loans is paid, which may be in the form of
scheduled amortization, prepayments or liquidations and the amount of excess interest applied in reduction of the
Certificate Principal Amounts of the Offered Certificates.

Prepayments on mortgage loans are commonly measured relative to a constant prepayment standard or
model. The model used in this prospectus supplement for the Mortgage Loans is CPR, which represents an assumed
rate of prepayment each month relative to the then outstanding principal balance of the Mortgage Loans for the life
of such Mortgage Loans.

CPR does not purport to be either a historical description of the prepayment experience of the mortgage
loans or a prediction of the anticipated rate of prepayment of any mortgage loans, including the Mortgage Loans to
be included in the Trust Fund.

The tables set forth on Annex B-2 to this prospectus supplement were prepared based on the following
modeling assumptions:

(1) the initial Class Principal Amounts are as set forth in the table on page S-1 and the Interest Rates
are as described herein;

2) each Scheduled Payment of principal and interest is timely received on the first day of each month
commencing in June 2007,

3) principal prepayments are received in full on the last day of each month commencing in May 2007
and there are no Net Prepayment Interest Shortfalls;

@) there are no defaults or delinquencies on the Mortgage Loans;
(5) Distribution Dates occur on the 25" day of each month, commencing in June 2007;
(6) there are no purchases or substitutions of Mortgage Loans;

(7 the Mortgage Rate of each Adjustable Rate Mortgage Loan is adjusted on the next applicable
Adjustment Date to equal the value of the applicable Index set forth below plus the related Gross Margin,
subject to any applicable Initial Cap, Periodic Cap, Maximum Rate or Minimum Rate;

(®) the value of One-Month LIBOR is 5.320%, Six-Month LIBOR is 5.375%, One-Year CMT is
4.960% and Twelve-Month LIBOR is 5.357%.

9) none of the Mortgage Loans provide for payments of interest that accrue based on the daily simple
interest method;

(10) there is no optional termination of the Trust Fund by the Master Servicer (except in the case of
Weighted Average Life in Years With Optional Termination);
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11 the Certificates are issued on May 30, 2007;
(12) no Prepayment Premiums are collected on the Mortgage Loans;
(13) no Swap Termination Payment occurs;

(14) no payments under the Interest Rate Cap Agreement or the Swap Agreement are deposited into the
Interest Rate Cap Account or Interest Rate Swap Account, respectively; and

(15) the Mortgage Loans are aggregated into assumed mortgage loans having the characteristics set
forth on Annex B-1 to this prospectus supplement.

The actual characteristics and the performance of the Mortgage Loans will differ from the assumptions
used in constructing the tables set forth on Annex B-2 hereto, which are hypothetical in nature and are provided only
to give a general sense of how the principal cash flows might behave under varying prepayment scenarios. For
example, it is not expected that the Mortgage Loans will prepay at a constant rate until maturity, that all of the
Mortgage Loans will prepay at the same rate or that there will be no defaults or delinquencies on the Mortgage
Loans. Moreover, the diverse remaining terms to maturity and Mortgage Rates of the Mortgage Loans could
produce slower or faster principal distributions than indicated in the tables at the various percentages of CPR
specified, even if the weighted average remaining terms to maturity and the weighted average Mortgage Rates of the
Mortgage Loans are as assumed. Any difference between such assumptions and the actual characteristics and
performance of the Mortgage Loans, or the actual prepayment or loss experience, will cause the percentages of
initial Class Principal Amounts outstanding over time and the weighted average lives of the Offered Certificates to
differ (which difference could be material) from the corresponding information in the tables for each indicated
percentage of CPR.

Subject to the foregoing discussion and assumptions, the tables set forth on Annex B-2 hereto indicate the
weighted average lives of the Offered Certificates and set forth the percentages of the initial Class Principal
Amounts of the Offered Certificates that would be outstanding after each of the Distribution Dates shown at various
percentages of CPR.

The weighted average life of an Offered Certificate is determined by (1) multiplying the net reduction, if
any, of the applicable Class Principal Amount by the number of years from the date of issuance of the Offered
Certificate to the related Distribution Date, (2) adding the results and (3) dividing the sum by the aggregate of the
net reductions of Class Principal Amount described in (1) above.

Material Federal Income Tax Considerations
General

The Trust Agreement provides that a designated portion of the Trust Fund will comprise one or more
Lower Tier REMICs and a single Upper Tier REMIC in a tiered structure. Each of the Lower Tier REMICs and the
Upper Tier REMIC will designate a single class of interests as the residual interest in that REMIC. Each of the Class
LT-R and Class R Certificate will represent ownership of the sole class of residual interests in one or more REMICs.
Elections will be made to treat each of the Lower Tier REMICs and the Upper Tier REMIC as a REMIC for federal
income tax purposes.

Upon the issuance of the Offered Certificates, Tax Counsel will deliver its opinion to the effect that,
assuming compliance with the Trust Agreement, each of the Lower Tier REMICs and the Upper Tier REMIC will
qualify as a REMIC within the meaning of Section 860D of the Code. In addition, Tax Counsel will deliver an
opinion to the effect that each of the Basis Risk Reserve Fund, the Supplemental Interest Trust and the Final
Maturity Reserve Trust is an “outside reserve fund” that is beneficially owned by the beneficial owners of the Class
X Certificates.
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Tax Treatment of the Offered Certificates

For federal income tax purposes, a beneficial owner of an Offered Certificate will be treated (i) as holding
an undivided interest in a REMIC regular interest corresponding to that certificate and (ii) as having entered into a
Cap Contract. The REMIC regular interest corresponding to an Offered Certificate will be entitled to receive interest
and principal payments at the times and in the amounts equal to those made on the Offered Certificate to which it
corresponds, except that (i) any Swap Termination Payment will be treated as being payable solely from Monthly
Excess Cashflow and (ii) the maximum interest rate of the corresponding REMIC regular interest will equal the
weighted average of the applicable Net Funds Cap for each Mortgage Pool, weighted on the basis of the Pool
Balance of each Mortgage Pool and computed for this purpose by limiting the Scheduled Notional Amount of the
Swap Agreement to the Pool Balance. As a result of the foregoing, the amount of distributions on the REMIC
regular interest corresponding to an Offered Certificate may exceed the actual amount of distributions on the
Offered Certificate.

Any amount payable on an Offered Certificate in excess of the amount payable on the corresponding
REMIC regular interest will be deemed to have been paid to the holder of that Offered Certificate pursuant to the
Cap Contract. Alternatively, any amount payable on the REMIC regular interest corresponding to an Offered
Certificate in excess of the amount payable on the Offered Certificate will be treated as having been received by the
holder of that Offered Certificate and then as having been paid by such holder pursuant to the Cap Contract.
Consequently, each beneficial owner of an Offered Certificate will be required to report income accruing with
respect to the REMIC regular interest component as discussed under “Material Federal Income Tax
Considerations—Types of Securitiecs—REMIC Certificates Generally” in the prospectus. In addition, each beneficial
owner of an Offered Certificate will be required to report net income with respect to the Cap Contract component
and will be permitted to recognize a net deduction with respect to the Cap Contract component, subject to the
discussion under “—The Cap Contract Components” below. Prospective investors are encouraged to consult their
own tax advisors regarding the consequences to them in light of their own particular circumstances of taxing
separately the two components comprising each Offered Certificate.

Allocations. A beneficial owner of an Offered Certificate must allocate its purchase price for the certificate
between its components—the REMIC regular interest component and the Cap Contract component.

For information reporting purposes, pursuant to the Trust Agreement, the Securities Administrator will
assume that the Cap Contract components will have nominal value or such other value as specified in the Trust
Agreement. The Cap Contract is difficult to value, and the IRS could assert that the value of a Cap Contract
component as of the Closing Date is greater than the value used for information reporting purposes. Prospective
investors should consider the tax consequences to them if the IRS were to assert a different value for the Cap
Contract components.

Upon the sale, exchange, or other disposition of an Offered Certificate, the beneficial owner of the
certificate must allocate the amount realized between the components of the certificate based on the relative fair
market values of those components at the time of sale and must treat the sale, exchange or other disposition as a sale,
exchange or disposition of the REMIC regular interest component and the Cap Contract component. Assuming that
the Offered Certificate is held as a “capital asset” within the meaning of Section 1221 of the Code, gain or loss on
the disposition of an interest in the Cap Contract component should be capital gain or loss. For a discussion of the
material federal income tax consequences to a beneficial owner upon the disposition of a REMIC regular interest,
See “Material Federal Income Tax Considerations—Types of Securities—REMIC Certificates Generally” in the
prospectus.

Original Issue Discount. The REMIC regular interest component of an Offered Certificate may be issued
with OID. A beneficial owner of an Offered Certificate must include any OID with respect to such component in
income as it accrues on a constant yield method, regardless of whether the beneficial owner receives currently the
cash attributable to such OID. See “Material Federal Income Tax Considerations—Taxation of Securities Treated as
Debt Instruments—Interest Income and OID” in the prospectus. The prepayment assumption that will be used in
determining the accrual of any OID, market discount, or bond premium, if any, will be a rate equal to 30% CPR. See
“Yield, Prepayment and Weighted Average Life—Weighted Average Life” above. No representation is made that
the Mortgage Loans will prepay at such a rate or at any other rate.
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The Cap Contract Components. The portion of the overall purchase price of an Offered Certificate
attributable to the Cap Contract component must be amortized over the life of such certificate, taking into account
the declining balance of the related REMIC regular interest component. Treasury regulations concerning notional
principal contracts provide alternative methods for amortizing the purchase price of an interest rate cap contract.
Under one method—the level yield constant interest method—the price paid for an interest rate cap is amortized
over the life of the cap as though it were the principal amount of a loan bearing interest at a reasonable rate.
Prospective investors are encouraged to consult their tax advisors concerning the methods that can be employed to
amortize the portion of the purchase price paid for the Cap Contract component of an Offered Certificate.

Any payments made to a beneficial owner of an Offered Certificate in excess of the amounts payable on the
corresponding REMIC regular interest will be treated as having been received on such certificate pursuant to the
Cap Contract, and such excess will be treated as a periodic payment on a notional principal contract. To the extent
the sum of such periodic payments for any year exceeds that year’s amortized cost of the Cap Contract component,
such excess represents net income for that year. Conversely, to the extent that the amount of that year’s amortized
cost exceeds the sum of the periodic payments, such excess will represent a net deduction for that year. In addition,
any amounts payable on such REMIC regular interest in excess of the amount of payments on the Offered
Certificates to which it relates will be treated as having been received by the beneficial owners of such Certificates
and then paid by such owners to the Supplemental Interest Trust pursuant to the Cap Contract, and such excess
should be treated as a payment on a notional principal contract that is made by the beneficial owner during the
applicable taxable year and that is taken into account in determining the beneficial owner’s net income or net
deduction with respect to the Cap Contract for such taxable year. Although not clear, net income or a net deduction
with respect to the Cap Contract should be treated as ordinary income or as an ordinary deduction.

A beneficial owner’s ability to recognize a net deduction with respect to the Cap Contract component is
limited under Sections 67 and 68 of the Code in the case of (i) estates and trusts and (ii) individuals owning an
interest in such component directly or through a “pass through entity” (other than in connection with such
individual’s trade or business). Pass through entities include partnerships, S corporations, grantor trusts and non
publicly offered regulated investment companies, but do not include estates, nongrantor trusts, cooperatives, real
estate investment trusts and publicly offered regulated investment companies. Further, such a beneficial owner will
not be able to recognize a net deduction with respect to the Cap Contract component in computing the beneficial
owner’s alternative minimum tax liability.

Because a beneficial owner of an Offered Certificate will be required to include in income the amount
deemed to have been paid by such owner pursuant to the Cap Contract but may not be able to deduct that amount
from income, a beneficial owner of an Offered Certificate may have income that exceeds cash distributions on the
Offered Certificate, in any period and over the term of the Offered Certificate. As a result, the Offered Certificates
may not be a suitable investment for any taxpayer whose net deduction with respect to the Cap Contract would be
subject to the limitations described above.

Payments from the Final Maturity Reserve Trust. Any Certificateholder receiving a principal payment
from the Final Maturity Reserve Trust will be treated as selling a portion of its certificate to the Class X
Certificateholder and will be treated as receiving the amount of the principal payment from the Class X
Certificateholder as proceeds of the sale. The portion treated as having been sold will equal the amount of the
corresponding reduction in the Certificate Principal Amount of such certificate. Accordingly, any principal payment
from the Final Maturity Reserve Trust will not be treated as a distribution from any REMIC. Prospective investors
should consult their own tax advisors regarding the consequences to them of such a sale.

Status of the Offered Certificates. The REMIC regular interest components of the Offered Certificates
will be treated as assets described in Section 7701(a)(19)(C) of the Code, and as “real estate assets” under
Section 856(c)(5)(B) of the Code, generally, in the same proportion that the assets of the Trust Fund, exclusive of
the assets not included in any REMIC, would be so treated. In addition, the interest derived from the REMIC regular
interest component of an Offered Certificate will be interest on obligations secured by interests in real property for
purposes of section 856(c)(3) of the Code, subject to the same limitation in the preceding sentence. See “Material
Federal Income Tax Considerations—Special Tax Attributes—REMIC Certificates” in the prospectus. The Cap
Contract components of the Offered Certificates will not qualify, however, as an asset described in
Section 7701(a)(19)(C) of the Code, as a real estate asset under Section 856(c)(5)(B) of the Code or as a “qualified
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mortgage” within the meaning of Section 860G(a)(3) of the Code. As a result of the obligations represented by the
Cap Contract components, the Offered Certificates generally will not be a suitable investment for a REMIC.

Legal Investment Considerations

The Senior Certificates, the Class M1 Certificates, the Class M2 Certificates and the Class M3 Certificates
will constitute “mortgage related securities” for purposes of SMMEA for so long as they are rated in one of the two
highest rating categories by one or more nationally recognized statistical rating agencies, and, as such, are legal
investments for certain entities to the extent provided in SMMEA. Such investments, however, will be subject to
general regulatory considerations governing investment practices under state and federal laws.

Institutions whose investment activities are subject to review by certain regulatory authorities may be or
may become subject to restrictions, which may be retroactively imposed by such regulatory authorities, on the
investment by such institutions in certain mortgage related securities. In addition, several states have adopted or may
adopt regulations that prohibit certain state chartered institutions from purchasing or holding similar types of
securities.

Accordingly, investors are encouraged to consult their own legal advisors to determine whether and to what
extent the Offered Certificates may be purchased by such investors. See “Legal Investment Considerations” in the
prospectus.

ERISA Considerations

An employee benefit plan or other retirement arrangement that is subject to the Employee Retirement
Income Security Act of 1974, as amended (“ERISA”) or to Section 4975 of the Code (collectively, a “Plan”), or an
entity deemed to be investing with plan assets of such a plan or arrangement is subject to the fiduciary obligation
and prohibited transaction provisions of ERISA and Section 4975 of the Code, unless it is covered by an
administrative exemption. The U.S. Department of Labor has granted to the underwriter a prohibited transaction
exemption relating to the acquisition, holding and transfer of mortgage-backed certificates (the “Underwriter’s
Exemption”), subject to the limitations and qualifications described under “ERISA Considerations” in the
prospectus. See “ERISA Considerations” in the prospectus.

Any person purchasing an Offered Certificate otherwise eligible for purchase by Plans under the
Underwriter’s Exemption, which Certificate entitles the holder to receive payments (i) under the Swap Agreement or
the Interest Rate Cap Agreement from the Supplemental Interest Trust or (ii) from the Final Maturity Reserve Trust
will be deemed to have acquired for purposes of ERISA and Section 4975 of the Code the right to receive such
Offered Certificate without the right to receive payments from the Supplemental Interest Trust or the Final Maturity
Reserve Trust, together with the right to receive such payments

The acquisition, holding and transfer of the Offered Certificates, excluding the right to receive the
payments from the Supplemental Interest Trust or the Final Maturity Reserve Trust, should meet the conditions of
the Underwriter’s Exemption (other than the those within the control of the investors). However, a fiduciary of any
employee benefit plan or other retirement arrangement subject to ERISA or Section 4975 of the Code should
carefully review with its legal advisors whether the purchase or holding of Offered Certificates could give rise to a
transaction prohibited or not otherwise permissible under ERISA or the Code, and whether the purchase, holding or
disposition of the Offered Certificates without the right to receive payments from the Supplemental Interest Trust or
the Final Maturity Reserve Trust satisfies the terms and conditions of the Underwriter’s Exemption. See “ERISA
Considerations” in the prospectus. The rating of an Offered Certificate may change. If the rating of a class of
Offered Certificates declines below the lowest permitted rating, Certificates of that class may no longer be eligible
for relief under the Underwriter’s Exemption (although a Plan that had purchased a Certificate of that class when the
Certificate had a permitted rating would not be required to dispose of it). However, insurance company general
accounts may be able to purchase an Offered Certificate in such circumstances pursuant to Sections I and III of
Prohibited Transaction Class Exemption 95-60.
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The Underwriter’s Exemption may not apply to the acquisition, holding or resale of the right to receive
payments from the Supplemental Interest Trust or the Final Maturity Reserve Trust by a Plan. The right to receive
such payments could also result in a prohibited transaction if the Swap Counterparty, Cap Counterparty or Class X
Certificateholder is a party in interest with respect to such Plan, unless another exemption is available. Accordingly,
prior to the termination of the Swap Agreement, the Interest Rate Cap Agreement and the Final Maturity Reserve
Trust, no Plan or other person using Plan assets may acquire or hold an Offered Certificate otherwise eligible for the
Underwriter’s Exemption, unless such acquisition or holding is eligible for the exemptive relief available under
Department of Labor Prohibited Transaction Class Exemption 84-14 (for transactions by independent “qualified
professional asset managers”), 91-38 (for transactions by bank collective investment funds), 90-1 (for transactions
by insurance company pooled separate accounts), 95-60 (for transactions by insurance company general accounts) or
96-23 (for transactions effected by “in-house asset managers”). There is also a statutory exemption that may be
available under Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code to a party in interest that is a
service provider to a Plan investing in the Offered Certificates for adequate consideration, provided such service
provider is not (i) the fiduciary with respect to the Plan’s assets used to acquire the Offered Certificates or an
affiliate of such fiduciary or (ii) an affiliate of the employer sponsoring the Plan. Plan fiduciaries are encouraged to
consult their legal counsel concerning this issue. Each beneficial owner of an Offered Certificate or any interest
therein, will be deemed to have represented, by virtue of its acquisition or holding of the Offered Certificate, or
interest therein, prior to the termination of the Swap Agreement, the Interest Rate Cap Agreement and the Final
Maturity Reserve Trust that either (i) it is not a Plan or (ii) the acquisition and holding of such Certificate are eligible
for the exemptive relief available under one of the five prohibited transaction class exemptions, the non-fiduciary
service provider under Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code described immediately
above or another administrative or statutory exemption. It should be noted that as PTCE 95-60 would cover the
prohibited transactions discussed herein in connection with the Swap Agreement, the Interest Rate Cap Agreement
and the Final Maturity Reserve Trust, any Offered Certificate whose rating has fallen to below investment grade
could be purchased by insurance company general accounts pursuant to such exemption.

If any Offered Certificate, or any interest therein, is acquired or held in violation of the provisions of the
preceding paragraph, the next preceding permitted beneficial owner will be treated as the beneficial owner of that
Certificate, retroactive to the date of transfer to the purported beneficial owner. Any purported beneficial owner
whose acquisition or holding of an Offered Certificate, or interest therein, was effected in violation of the provisions
of the preceding paragraph will indemnify to the extent permitted by law and hold harmless the Depositor, the
Securities Administrator, the Trustee, the NIMS Insurer, the Master Servicer and the Servicers from and against any
and all liabilities, claims, costs or expenses incurred by such parties as a result of such acquisition or holding.

If an Offered Certificate has not been underwritten by the Underwriter, it will not be eligible to be
purchased by Plans under the Underwriter’s Exemption. However, in the event that such Offered Certificate is
subsequently underwritten or placed by the Underwriter, or another underwriter that has obtained an individual
exemption similar to the Underwriter’s Exemption, such Offered Certificate may be acquired under the same
conditions as are described above for other Offered Certificates that are eligible under the Underwriter’s Exemption.

Use of Proceeds

The net proceeds from the sale of the Certificates will be applied by the Depositor, or an affiliate thereof,
toward the purchase of the Mortgage Loans and the repayment of any related financing.

Underwriting

Subject to the terms and conditions set forth in the Underwriting Agreement between the Depositor and the
Underwriter, the Depositor has agreed to sell to the Underwriter, and the Underwriter has agreed to purchase from
the Depositor, all of the Offered Certificates.

The distribution of the Offered Certificates by the Underwriter will be effected in each case from time to
time in one or more negotiated transactions, or otherwise, at varying prices to be determined, in each case, at the
time of sale. The Underwriter may effect such transactions by selling the Certificates to or through dealers, and such
dealers may receive from the Underwriter, for whom they act as agent, compensation in the form of underwriting

S-106



discounts, concessions or commissions. The Underwriter and any dealers that participate with the Underwriter in the
distribution of the Certificates may be deemed to be an underwriter, and any discounts, commissions or concessions
received by them, and any profit on the resale of the Certificates purchased by them, may be deemed to be
underwriting discounts and commissions under the Securities Act. The Underwriting Agreement provides that the
Depositor will indemnify the Underwriter against certain civil liabilities, including liabilities under the Securities
Act.

Expenses incurred by the Depositor in connection with this offering are expected to be approximately
$850,000.

Immediately prior to the sale of the Mortgage Loans to the Trustee, certain of the Mortgage Loans were
subject to financing provided by an affiliate of Lehman Brothers Inc. A portion of the proceeds from the sale of the
Certificates will be used to repay the financing.

Lehman Brothers Inc. has entered into an agreement with the Depositor to purchase the Class B1, Class B2,
Class LT-R and Class R Certificates and Lehman Pass-Through Securities Inc. has entered into an agreement with
the Depositor to purchase the Class P and Class X Certificates, each simultaneously with the purchase of the Offered
Certificates, subject to certain conditions.

Lehman Brothers Inc. is an affiliate of the Depositor, the Seller, BNC and Aurora.

Legal Matters

Certain legal matters with respect to the Certificates will be passed upon for the Depositor and for the
Underwriter by McKee Nelson LLP, Washington, D.C.

Ratings

It is a condition to the issuance of the Offered Certificates that they have the applicable rating or ratings by
Moody’s, S&P, Fitch and DBRS indicated under “Initial Certificate Ratings” in the table on page S-1.

The ratings of “AAA” and “Aaa” are the highest ratings that the applicable Rating Agency assigns to
securities. A securities rating is not a recommendation to buy, sell or hold securities and may be subject to revision
or withdrawal at any time by the assigning Rating Agency. A securities rating addresses the likelihood of receipt by
holders of Offered Certificates of distributions in the amount of Scheduled Payments on the Mortgage Loans. The
rating takes into consideration the characteristics of the Mortgage Loans and the structural and legal aspects
associated with the Offered Certificates. The ratings do not take into consideration any of the tax aspects associated
with the Offered Certificates. The ratings on the Offered Certificates do not represent any assessment of the
likelihood or rate of principal prepayments. The ratings do not address the possibility that holders of Offered
Certificates might suffer a lower than anticipated yield due to prepayments.

The ratings do not address the likelihood that any Basis Risk Shortfall or Unpaid Basis Risk Shortfall will
be paid to Certificateholders.

Each Rating Agency will be monitoring the rating of each Offered Certificate for which it provides a rating,
may withdraw or change the ratings at any time and may publish the ratings and related research and commentary.

The security ratings assigned to the Offered Certificates should be evaluated independently from similar
ratings on other types of securities.

The Depositor has not requested a rating of the Offered Certificates by any rating agency other than those
described above; there can be no assurance, however, as to whether any other rating agency will rate the Offered
Certificates or, if it does, what rating would be assigned by such other rating agency. The rating assigned by such
other rating agency to the Offered Certificates could be lower than the respective ratings assigned by the Rating
Agencies described above.
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80+ LTV Loans ..........

AB Servicing Criteria

Accrual Period ...........

Glossary of Defined Terms

Additional Termination Events ..........................

Adjustable Rate Mortgage Loans.......................

Adjustment Date.........

Advance ......................

Affected Party ............

Aggregate Expense Rate...................ccccccei.

Aggregate Overcollateralization

Release Amount......

Aggregate Pool Balance...............c....coccenene.

Applied Loss Amount

First Lien Mortgage Loans having original Loan-to-Value Ratios
in excess of 80%.

The minimum servicing criteria established in Item 1122(d) of
Regulation AB.

For each class of Offered Certificates and the Class B
Certificates and each Distribution Date, the period beginning on
the immediately preceding Distribution Date (or on May 25,
2007, in the case of the first Accrual Period) and ending on the
day immediately preceding the related Distribution Date.

As defined in the Swap Agreement.

Mortgage Loans for which the related mortgage note provides
for adjustment of the applicable Mortgage Rate, as described
under “Description of the Mortgage Pools—Adjustable Rate
Mortgage Loans” and “—The Indices.”

With regard to the Adjustable Rate Mortgage Loans, each date
on which the related Mortgage Rate is adjusted in accordance
with the terms of the related mortgage note.

An advance of funds which each Servicer is generally obligated
to make with respect to delinquent payments of principal and
interest on the Mortgage Loans (other than Balloon Payments),
based on an interest rate adjusted to the related Mortgage Rate
less the applicable Servicing Fee Rate.

As defined in the Swap Agreement.

For any Mortgage Loan, the Servicing Fee Rate.

For any Distribution Date, an amount equal to the lesser of (x)
the aggregate of the Principal Remittance Amounts for each
Mortgage Pool for such Distribution Date and (y) the amount, if
any, by which (1) the Overcollateralization Amount for such
date (calculated for this purpose on the basis of the assumption
that 100% of the aggregate of the Principal Remittance Amounts
for such date is applied in reduction of the aggregate of the
Certificate Principal Amounts of the Offered Certificates and the
Class B Certificates) exceeds (2) the Targeted
Overcollateralization Amount for such Distribution Date.

As of any date of determination, the aggregate of the
Pool Balances of Pool 1 and Pool 2 on such date.

For any Distribution Date, after giving effect to all Realized
Losses incurred with respect to the Mortgage Loans during the
related Collection Period and distributions of principal on such
Distribution Date, the amount by which the aggregate Class
Principal Amount of the Offered Certificates and the Class B

S-108



AUNOYA.........coovivieiiieieieeiieeeee e,

B1 Interest Rate ..................cc.o.......

B1 Principal Distribution Amount

B1 Target Amount ..........................

B2 Interest Rate ..................c.couveeee.

B2 Principal Distribution Amount

Certificates exceeds the Aggregate Pool Balance for such
Distribution Date.

Aurora Loan Services LLC.

For any Distribution Date on or prior to the Initial Optional
Termination Date, the sum of (i) One-Month LIBOR and (ii)
2.500%. If the option to purchase the Mortgage Loans is not
exercised by the Master Servicer (either voluntarily or at the
direction of the NIMS Insurer) on the Initial Optional
Termination Date, then with respect to the next Distribution
Date and each Distribution Date thereafter, the B1 Interest Rate
will increase to the sum of (i) One-Month LIBOR and (ii)
3.750%.

For any Distribution Date on or after the Stepdown Date and as
long as a Trigger Event is not in effect with respect to such
Distribution Date, the amount, if any, by which (x) the sum of
(i) the aggregate Class Principal Amount of the Senior
Certificates and the Class M1, Class M2, Class M3, Class M4,
Class M5, Class M6, Class M7, Class M8 and Class M9
Certificates, in each case after giving effect to distributions on
such Distribution Date, and (ii) the Class Principal Amount of
the Class B1 Certificates immediately prior to such Distribution
Date exceeds (y) the B1 Target Amount.

For any Distribution Date, an amount equal to the lesser of (a)
the product of (1) approximately 94.30% and (2) the Aggregate
Pool Balance for such Distribution Date determined as of the
last day of the related Collection Period (after giving effect to
any prepayments received during the related Prepayment Period)
and (b) the amount, if any, by which (1) the Aggregate Pool
Balance for such Distribution Date determined as of the last day
of the related Collection Period exceeds (2) the
Overcollateralization Floor.

For any Distribution Date on or prior to the Initial Optional
Termination Date, the sum of (i) One-Month LIBOR and (ii)
2.500%. If the option to purchase the Mortgage Loans is not
exercised by the Master Servicer (either voluntarily or at the
direction of the NIMS Insurer) on the Initial Optional
Termination Date, then with respect to the next Distribution
Date and each Distribution Date thereafter, the B2 Interest Rate
will increase to the sum of (i) One-Month LIBOR and (ii)
3.750%.

For any Distribution Date on or after the Stepdown Date and as
long as a Trigger Event is not in effect with respect to such
Distribution Date, the amount, if any, by which (x) the sum of
(1) the aggregate Class Principal Amount of the Senior
Certificates and the Class M1, Class M2, Class M3, Class M4,
Class M5, Class M6, Class M7, Class M8, Class M9 and Class
B1 Certificates, in each case after giving effect to distributions
on such Distribution Date, and (ii) the Class Principal Amount
of the Class B2 Certificates immediately prior to such
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B2 Target Amount ........

Balloon Loans................

Balloon Payments..........

Basis Risk Payment.......

Basis Risk Reserve Fund ...................ccccccoe.

Basis Risk Shortfall.......

BNC Underwriting Guidelines............................

Book-Entry Certificates

Distribution Date exceeds (y) the B2 Target Amount.

For any Distribution Date, an amount equal to the lesser of (a)
the product of (1) approximately 96.40% and (2) the Aggregate
Pool Balance for such Distribution Date determined as of the
last day of the related Collection Period (after giving effect to
any prepayments received during the related Prepayment Period)
and (b) the amount, if any, by which (1) the Aggregate Pool
Balance for such Distribution Date determined as of the last day
of the related Collection Period exceeds (2) the
Overcollateralization Floor.

Any Mortgage Loan that provides for (1) monthly Scheduled
Payments that will not reduce the Scheduled Principal Balance
of the Mortgage Loan to zero at its maturity date and (2) a larger
monthly payment due at its maturity date equal to the unpaid
Scheduled Principal Balance of that Mortgage Loan, with
interest thereon.

Final payments on Balloon Loans due on their maturity dates
that are significantly larger than other monthly Scheduled
Payments.

For any Distribution Date, the sum of (1) any Basis Risk
Shortfall for such Distribution Date, (2) any Unpaid Basis Risk
Shortfall for such Distribution Date and (3) any Required
Reserve Fund Amount (as specified in the Trust Agreement) for
such Distribution Date. The amount of the Basis Risk Payment
for any Distribution Date cannot exceed the amount of Monthly
Excess Cashflow otherwise distributable in respect of the Class
X Certificates.

A reserve fund into which any amount of Monthly Excess
Cashflow is deposited in order to pay Basis Risk Shortfalls and
Unpaid Basis Risk Shortfalls.

For each Distribution Date and any class of Offered Certificates
or the Class B Certificates, the amount, if any, by which the
amount calculated under the applicable Interest Rate (calculated
without regard to the applicable Net Funds Cap but subject to a
cap equal to the applicable Maximum Interest Rate) set forth
herein for such class exceeds the amount calculated under the
applicable Net Funds Cap for such class.

The British Bankers’ Association.

Any person acquiring an interest in a Book-Entry Certificate.
BNC Mortgage LLC

The Underwriting Guidelines established by BNC.

The Certificates, other than any Definitive Certificate.
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Business Day...........ccccoociiiiiiininnnn,

Cap Contract...........cccoeevveenveennnennne

Cap Counterparty...........cccoevveuennnn.

Carryforward Interest......................

Certificate Account...........................

Certificate Principal Amount...........

Certificateholder ...............................

Certificates.............coeeevvvvviieiiiiinnnnnn.
Class B Certificates.................c.........

Class M1 Certificates........................

Class M1 Enhancement Percentage

Generally any day other than a Saturday or Sunday or a day on
which banks in New York, Maryland, Massachusetts, Minnesota
or Colorado (or, as to the Servicers, such other states as are
specified in the related Servicing Agreements) are closed.

A limited recourse notional principal contract.

Swiss Re Financial Products Corporation, or any successor
thereto.

For any class of Offered Certificates or the Class B Certificates
and any Distribution Date, the sum of (1) the amount, if any, by
which (x) the sum of (A) Current Interest for such class for the
immediately preceding Distribution Date and (B) any unpaid
Carryforward Interest for such class from previous Distribution
Dates exceeds (y) the amount distributed in respect of interest on
such class on such immediately preceding Distribution Date and
(2) interest on such amount for the related Accrual Period at the
applicable Interest Rate.

A Trust Account maintained by the Trustee on behalf of the
Certificateholders.

For any Offered Certificate or Class B Certificates as of any
Distribution Date, its initial Certificate Principal Amount as of
the Closing Date, as reduced by all amounts previously
distributed on that Certificate in respect of principal prior to
such Distribution Date, and in the case of any Offered
Subordinate Certificate or Class B Certificates, as reduced by
any Applied Loss Amount previously allocated thereto;
provided, however, that on each Distribution Date on which a
Subsequent Recovery is distributed, the Certificate Principal
Amount of any class of Offered Subordinate Certificates or
Class B Certificates whose Certificate Principal Amount has
previously been reduced by application of Applied Loss
Amounts will be increased, in order of seniority, by an amount
(to be applied pro rata to all Certificates of such class) equal to
the lesser of (1) any Deferred Amount for each such class
immediately prior to such Distribution Date and (2) the total
amount of any Subsequent Recovery distributed on such
Distribution Date to Certificateholders, after application (for this
purpose) to any more senior classes of Certificates.

Any person acquiring a beneficial ownership interest in any
Certificate.

The Senior Certificates and the Subordinate Certificates.
The Class B1 and Class B2 Certificates.
The Class 1-M1 and Class 2-M1 Certificates.

For any Distribution Date, the fraction, expressed as a
percentage, the numerator of which is the sum of (i) the
aggregate Class Principal Amount of the Offered Subordinate
Certificates (other than the Class M1 Certificates) and the Class
B Certificates and (ii) the Overcollateralization Amount for such
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Class M2 Certificates...
Class M3 Certificates...
Class M4 Certificates...

Class M5 Certificates...

Class Principal Amount.................c.oocvvvrviennnnn.

Clearstream Luxembourg................cccoevvennenn.

Clearstream Luxembourg Participants .............

Compensating Interest

Corporate Trust Office

Distribution Date (which for purposes of this definition only,
will not be less than zero), and the denominator of which is the
Aggregate Pool Balance for such Distribution Date, in each case
after giving effect to distributions on such Distribution Date.

The Class 1-M2 and Class 2-M2 Certificates.
The Class 1-M3 and Class 2-M3 Certificates.
The Class 1-M4 and Class 2-M4 Certificates.
The Class 1-M5 and Class 2-M5 Certificates.

For any class of Offered Certificates or the Class B Certificates,
the aggregate of the Certificate Principal Amounts of all
certificates of that class.

Clearstream Banking Luxembourg.

Participating organizations that utilize the services of
Clearstream Luxembourg.

May 31, 2007.
The Internal Revenue Code of 1986, as amended.

A collection account maintained by the Master Servicer
established in the name of the Master Servicer and for the
benefit of Certificateholders.

For any Distribution Date, the one-month period beginning on
the second day of the calendar month immediately preceding the
month in which such Distribution Date occurs and ending on the
first day of the month in which such Distribution Date occurs.

For any Mortgage Loan at any date of determination, the ratio of
the principal balance of such Mortgage Loan at the date of
determination, plus the principal balance of each mortgage loan
junior or senior thereto based upon the most recent information
available to the Seller, to (a) in the case of a purchase, the lesser
of the sale price of the Mortgaged Property and its appraised
value at the time of sale, or (b) in the case of a refinancing or
modification, the appraised value of the Mortgaged Property at
the time of such refinancing or modification.

For any applicable Distribution Date and prepayments in full or
in part, the amount required to be paid by each Servicer in
respect of any resulting Prepayment Interest Shortfalls up to an
amount equal to the aggregate of the Servicing Fees received on
the Mortgage Loans serviced by it.

For purposes of presentment and surrender of the Offered
Certificates and the Class B Certificates for the final distribution
thereon, the Trustee’s corporate trust office is located at 60
Livingston Avenue, St. Paul, Minnesota 55107, Attention:
Structured Finance — SASCO 2007-BC3, and for all other
purposes, One Federal Street, Third Floor, Boston,
Massachusetts 02110, Attention: Structured Finance — SASCO
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Credit Risk Manager .................

Credit Risk Manager’s Fee .......

Credit Risk Manager’s Fee Rate .......................

Credit Scores ..........ccoevvvvveeeennn.

Credit Support Provider ...........

Cumulative Loss Trigger Event

2007-BC3, or such other address that the Trustee may designate
from time to time by notice to the Certificateholders, the
Depositor, the Securities Administrator and the Master Servicer.

The constant prepayment rate model used in this prospectus
supplement, as described under “Yield, Prepayment and
Weighted Average Life—Weighted Average Life.”

Clayton Fixed Income Services Inc.

The fee that the Credit Risk Manager is entitled to receive
calculated in accordance with the Credit Risk Manager’s Fee
Rate.

The annual rate with respect to the Credit Risk Manager set forth
under “Fees and Expenses of the Trust Fund.”

Statistical credit scores obtained by many mortgage lenders in
connection with the loan application to help assess a borrower’s
credit worthiness. 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 250 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 origination of
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 repayment by
the borrower. The Credit Scores set forth in the tables in Annex
A were obtained at either the time of origination of the related
Mortgage Loan or more recently. None of the Depositor nor any
Originator 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.

Swiss Reinsurance Company.
A Cumulative Loss Trigger Event will have occurred if on any

Distribution Date, the fraction, expressed as a percentage,
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CurrentInterest.................ooovvvvviieeeeeiiiinieeeeeeen,

Custodial Agreements..................cccccocirieniennn.

Custodian ...

Defaulting Party ............c..cooociiiiiiiniiie,

Deferred Amount .................c.oevvvvvvveneeneennennnnnnnnnns

obtained by dividing (x) the aggregate amount of cumulative
Realized Losses incurred on the Mortgage Loans from the Cut-
off Date through the last day of the related Collection Period by
(y) the Cut-off Date Balance, exceeds the following applicable
percentages with respect to such Distribution Date:

Distribution Date Loss Percentage
June 2009 through
May 2010 ...cccoeienee 1.30% for the first month, p/us an
additional 1/12th of 1.55% for each
month thereafter
June 2010 through
May 2011 ..o 2.85% for the first month, p/us an

additional 1/12th of 1.65% for each
month thereafter
June 2011 through

May 2012 ...cccoveverenene 4.50% for the first month, p/us an
additional 1/12th of 1.35% for each
month thereafter

June 2012 through
May 2013 ..o 5.85% for the first month, p/us an

additional 1/12th of 0.70% for each
month thereafter
June 2013 and
thereafter ........ccovvee....

For any class of Offered Certificates and the Class B Certificates
and any Distribution Date, the aggregate amount of interest
accrued at the applicable Interest Rate during the related Accrual
Period on the Class Principal Amount of such class immediately
prior to such Distribution Date.

The custodial agreements, each dated as of May 1, 2007,
between the Trustee and the related Custodian.

On the Closing Date, Deutsche Bank National Trust Company,
U.S. Bank National Association, LaSalle Bank National
Association and Wells Fargo Bank, N.A., each in its capacity as
a custodian, or any successor thereto.

May 1, 2007.

The Scheduled Principal Balances of the Mortgage Loans as of
the Cut-off Date.

DBRS, Inc.
As defined in the Swap Agreement.

For each Distribution Date and for each class of Offered
Subordinate Certificates and the Class B Certificates, the amount
by which (x) the aggregate of Applied Loss Amounts previously
applied in reduction of the Class Principal Amount thereof
exceeds (y) the sum of (1) the aggregate of amounts previously
distributed in reimbursement thereof and (2) the amount by
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Definitive Certificate ......................coovvvnnniiininnn.

Delinquency Event .............ccocoevviieniinniienens

Delinquency Rate ...,

Depositor-...

Distressed Mortgage Loan ...............cccceceeenee.

Distribution Date .................cccccvviiiiiiiiiiee,

Euroclear ..

Euroclear Participants ................c.ccocceevieenennnne.

Event of Default ....................cccccooviiiiiiin,

Exemption

which the Class Principal Amount of such class has been
increased due to any Subsequent Recovery.

A physical certificate representing any Certificate.

A Delinquency Event will have occurred if for any Distribution
Date, the Rolling Three Month Delinquency Rate as of the last
day of the immediately preceding month equals or exceeds (1)
37.30% of the Senior Enhancement Percentage for such
Distribution Date or (2) with respect to any Distribution Date on
or after which the aggregate Class Principal Amount of the
Senior Certificates have been reduced to zero, 48.30% of the
Class M1 Enhancement Percentage.

For any month, the fraction, expressed as a percentage, the
numerator of which is the aggregate outstanding principal
balance of (i) all Mortgage Loans 60 or more days delinquent
(including all Mortgage Loans 60 or more days delinquent for
which the Mortgagor has filed for bankruptcy after the closing
date), and (ii) each Mortgage Loan in foreclosure and all REO
Properties as of the close of business on the last day of such
month, and the denominator of which is the Aggregate Pool
Balance for such Distribution Date determined as of the last day
of the related Collection Period (after giving effect to any
prepayments received by the related Prepayment Period).

Structured Asset Securities Corporation.

Any Mortgage Loan which becomes more than 90 days
delinquent or for which the related Servicer has accepted a deed
in lieu of foreclosure.

The 25th day of each month or, if the 25th day is not a Business
Day, on the next succeeding Business Day, beginning in June
2007.

The Depository Trust Company.

As defined in the applicable ISDA Master Agreement.

The Employee Retirement Income Security Act of 1974,
as amended.

An Offered Certificate which does not have the minimum
required rating under the Exemption at the time of its acquisition
by a Plan.

The Euroclear System.

Participating organizations that utilize the services of Euroclear.

Any event of default under the Trust Agreement.

The individual prohibited transaction exemption issued to
Lehman Brothers Inc. (PTE 91-14 as most recently amended and
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Fannie Mae............cccovvveeenn..

Final Maturity Reserve Account .......................

Final Maturity Reserve Amount........................

Final Maturity Reserve Rate..

Final Maturity Reserve

Shortfall ..............................

Final Maturity Reserve Trust

restated by PTE 2002-41).

The Federal National Mortgage Association, a federally
chartered and privately owned corporation organized and
existing under the Federal National Mortgage Association
Charter Act, or any successor thereto.

A trust account maintained on behalf of the Final Maturity
Reserve Trust by the Trustee.

For each Mortgage Pool and each Distribution Date on and after
the Distribution Date in June 2017 up to and including the
earlier of the Final Scheduled Distribution Date or the
termination of the Trust Fund, if the aggregate Scheduled
Principal Balance of the Mortgage Loans with forty-year
original terms to maturity is greater than the amount set forth in
Annex D of this prospectus supplement, the lesser of (A) the
product of (x) the Final Maturity Reserve Rate, (y) the aggregate
outstanding principal balance of the Mortgage Loans with forty
year original terms to maturity in such Mortgage Pool on that
Distribution Date and (z) a fraction, the numerator of which is
the actual number of days in the related Accrual Period and the
denominator of which is 360 and (B) the product of (a) the Final
Maturity Reserve Shortfall for such Distribution Date and (b) a
fraction, the numerator of which is the Pool Balance for the
related Mortgage Pool as of the first day of the related
Collection Period (not including for this purpose Mortgage
Loans in such Mortgage Pool for which prepayments in full
have been received and distributed in the month prior to that
Distribution Date) and the denominator of which is the
Aggregate Pool Balance as of the first day of the related
Collection Period (not including for this purpose Mortgage
Loans in both Mortgage Pools for which prepayments in full
have been received and distributed in the month prior to that
Distribution Date). For (a) each Mortgage Pool and each
Distribution Date prior to the Distribution Date in June 2017 or
(b) each Distribution Date on and after the Distribution Date in
June 2017 for which the aggregate Scheduled Principal Balance
of the forty-year Mortgage Loans does not exceed the aggregate
Scheduled Principal Balance on Annex D of this prospectus
supplement, zero.

An annual rate of 0.80%.

For each Distribution Date, the lesser of (A) the excess of (i) the
aggregate outstanding principal balance of the Mortgage Loans
with forty-year original terms to maturity for that Distribution
Date over (ii) the amounts on deposit in the Final Maturity
Reserve Account or (B) the excess of (x) the aggregate
Certificate Principal Amount of the Offered Certificates and the
Class B Certificates after giving effect to distributions on such
Distribution Date over (y) the amounts on deposit in the Final
Maturity Reserve Account.

A separate trust created under the Trust Agreement.
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Final Scheduled Distribution Date ..................... The Distribution Date in June 2037.

First Lien Mortgage Loans ..................ccccceeene. Mortgage Loans secured by mortgages or deeds of trust or
similar security instruments creating a first lien on the related
Mortgaged Property.

Fitch ..o Fitch Ratings.

Fixed Rate Mortgage Loans...................ccc.e.... Mortgage Loans for which the related mortgage note provides

for a fixed Mortgage Rate for the entire amortization term of
those Mortgage Loans.

Freddie MAac ...........cocoooiiiiniiniiiciiccececee The Federal Home Loan Mortgage Corporation, a corporate
instrumentality of the United States created and existing under
Title III of the Emergency Home Finance Act of 1970, as
amended, or any successor thereto.

General Underwriting Guidelines ..................... The Underwriting Guidelines described in this prospectus
supplement under “Origination of the Mortgage Loans and
Underwriting Guidelines—General Underwriting Guidelines”
generally applied by the Originators other than BNC.

Global Securities ...............ccccoeveevieeiiciiiiiien, The globally offered Certificates.

Gross Margin ...........coccoceveienininieeeeeeeen For Adjustable Rate Mortgage Loans, the interest rate margin
specified in the related mortgage note.

Group Subordinate Certificates ......................... The Group 1 Subordinate Certificates and the Group 2
Subordinate Certificates.

Group 1 Certificates ..............ccccevvvvereenieenneens The Group 1 Senior Certificates and Group 1 Subordinate
Certificates.

Group 2 Certificates ..............cocceoeeviiiniennencn. The Group 2 Senior Certificates and Group 2 Subordinate
Certificates.

Group 1 Senior Certificates ............................... The Class 1-Al, Class 1-A2, Class 1-A3 and Class 1-A4
Certificates.

Group 2 Senior Certificates ...................cc.co....... The Class 2-Al, Class 2-A2, Class 2-A3 and Class 2-A4
Certificates.

Group 1 Subordinate Certificates ..................... The Class 1-M1, Class 1-M2, Class 1-M3, Class 1-M4 and Class
1-M5 Certificates.

Group 2 Subordinate Certificates ..................... The Class 2-M1, Class 2-M2, Class 2-M3, Class 2-M4 and Class
2-M5 Certificates.

Index ..o The index applicable to any Adjustable Rate Mortgage Loan,
based on Six-Month LIBOR, One-Year CMT or Twelve-Month
LIBOR.

Initial Cap ... For any Adjustable Rate Mortgage Loan, a fixed percentage

specified in the related mortgage note beyond which the related
Mortgage Rate generally will not increase or decrease on the
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Initial Optional Termination Date .....................

Insurance Proceeds ..............

Interest-Only Mortgage Loans ................c.........

Interest Rate .........................

Interest Rate Cap Account ..

Interest Rate Cap Agreement .................c...........

Interest Rate Cap Amount ..

Interest Rate Swap Account

Interest Rate Swap Amount

first Adjustment Date.

The Distribution Date following the month in which the
Aggregate Pool Balance initially declines to less than 10% of the
Cut-off Date Balance.

Any amounts paid by an insurer under a primary mortgage
insurance policy, any standard hazard insurance policy, flood
insurance policy or any other insurance policy relating to the
Mortgage Loans or related Mortgaged Properties other than
amounts to cover expenses incurred by a Servicer in connection
with procuring such proceeds, applied to the restoration and
repair of the related Mortgaged Property or to be paid to the
borrower pursuant to the mortgage note or state law.

Mortgage Loans that provide for payment of interest at the
related Mortgage Rate, but no payment of principal, for the
period specified in the related mortgage note following the
origination of the related Mortgage Loan.

For each class of Offered Certificates, the applicable annual rate
described under “Summary of Terms—The Certificates—
Payments on the Certificates—Interest Payments.” For each
class of the Class B Certificates, the applicable annual rate
described under “Description of the Certificates—Distributions
of Interest—Calculation of Interest.”

A Trust Account maintained on behalf of the Supplemental
Interest Trust by the Trustee.

The interest rate cap agreement entered into on the Closing Date
between the Trustee, on behalf of the Supplemental Interest
Trust, and the Cap Counterparty, for the benefit of the Offered
Certificates and the Class B Certificates.

For any Distribution Date, any payment received from the Cap
Counterparty pursuant to the terms of the Interest Rate Cap
Agreement that is deposited into the Interest Rate Cap Account
as described under “Description of the Certificates—
Supplemental Interest Trust—Interest Rate Cap Agreement,”
and any investment earnings thereon.

A Trust Account maintained on behalf of the Supplemental
Interest Trust by the Trustee.

For any Distribution Date, the sum of any Net Swap Payment
and any Swap Termination Payment either (i) deposited into the
Interest Rate Swap Account as described under “Description of
the Certificates—Distributions of Interest—Interest Distribution
Priorities” and “Description of the Certificates—Distributions of
Principal—Principal Distribution Priorities” or (ii) received
from the Swap Counterparty pursuant to the terms of the Swap
Agreement as described under “Description of the Certificates—
Supplemental Interest Trust—Interest Rate Swap Agreement,”
together with any amounts deposited into the Interest Rate Swap
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Interest Remittance Amount

LIBOR Business Day ...........

LIBOR Determination Date

Account as described under “Description of the Certificates—
Credit Enhancement—Application of Monthly Excess
Cashflow,” and any investment earnings thereon.

For any Distribution Date and any Mortgage Pool, an amount
equal to (a) the sum of (1) all interest collected (other than
Payaheads) or advanced in respect of Scheduled Payments on
the Mortgage Loans in such Mortgage Pool during the related
Collection Period by the Servicers or the Master Servicer, minus
(x) the Servicing Fees and (y) previously unreimbursed
Advances, unreimbursed servicing advances and other amounts
due to the Master Servicer, the Servicers, the Securities
Administrator or the Trustee with respect to the Mortgage
Loans, to the extent allocable to interest, (2) all Compensating
Interest paid by each Servicer with respect to the related
Prepayment Period, (3) any purchase price or Substitution
Amount paid with respect to the Mortgage Loans during the
related Prepayment Period allocable to interest and (4) all Net
Liquidation Proceeds, Insurance Proceeds, any Subsequent
Recoveries and any other recoveries collected during the related
Prepayment Period to the extent allocable to interest, as reduced
by (b) the Pool Percentage of other costs, expenses or liabilities
reimbursable to the Master Servicer, the Servicers, the Securities
Administrator the Custodians or (up to the specified dollar
limitation provided in the Trust Agreement) the Trustee.

As set by the BBA for one-month United States dollar deposits,
as such rates appear on the Reuters Screen “LIBORO1,” as of
11:00 a.m. (London time) on such LIBOR Determination Date.

The Internal Revenue Service.

The International Swaps and Derivatives Association, Inc.
Master Agreement (Multicurrency—Cross Border).

Structured Asset Securities Corporation Mortgage Loan Trust
2007-BC3, a common law trust formed under the laws of the
State of New York.

JPMorgan Chase Bank, National Association.

Lehman Brothers Bank, FSB.

Lehman Brothers Holdings Inc.

The London Interbank Offered Rate. Unless otherwise noted,
references to “LIBOR” in this prospectus supplement will refer

to One-Month LIBOR.

Any day on which banks in London and New York are open for
conducting transactions in foreign currency and exchange.

The second LIBOR Business Day preceding the commencement
of each Accrual Period (other than the first Accrual Period).
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Liquidated Mortgage Loan ................................

Loan-to-Value Ratio

Lower Tier REMIC

M1 Principal Distribution Amount ..................

M1 Target Amount

M2 Principal Distribution Amount ...................

M2 Target Amount

In general, a defaulted Mortgage Loan as to which the related
Servicer has determined that all amounts that it expects to
recover in respect of such Mortgage Loan have been recovered
(exclusive of any possibility of a deficiency judgment).

For any Mortgage Loan at any date of determination, the ratio of
the principal balance of such Mortgage Loan at the date of
determination, plus the principal balance of each mortgage loan
senior thereto based on the most recent information available to
the Seller to (a) in the case of a purchase, the lesser of the sale
price of the Mortgaged Property and its appraised value at the
time of sale or (b) in the case of a refinancing or modification,
the appraised value of the Mortgaged Property at the time of the
refinancing or modification.

Each lower tier REMIC composing the Trust Fund.

For any Distribution Date on or after the Stepdown Date and for
so long as a Trigger Event is not in effect with respect to such
Distribution Date, the amount, if any, by which (x) the sum of (i)
the aggregate Class Principal Amount of the Senior Certificates,
after giving effect to distributions on such Distribution Date and
(i1) the aggregate Class Principal Amount of the Class M1
Certificates immediately prior to such Distribution Date exceeds
(y) the M1 Target Amount.

For any Distribution Date, an amount equal to the le