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(Investment Company Act of 1940), SEC Rule T SEC2| 3|AFA]
(Accounting Series Release: ASR)oll AT} 1940Wd FA}3| Ao 2
32 e duride] AZHEVE SAe AFIA 2EH93] (Financial
Accounting Standard Board: FASB)e| A|F3 A 7]E (Statement of
Financial Accounting Standards: SFAS)dll =A3st} Z A9 F8 W
48 <X M-1>2 A3t 2ok



16 A A7ty 7tel] #gk A
<z W-1> AZHEI3EE Fe 8 2 Y428
it g R ol
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Company| 7H& & F U= Aol o5 A8kl | FA3A
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§ 2(a)(41) « AT 7}x] 9] o] & (fair valuation): A|Zol|Al| o # ¥
MRS dS e Afole 2l 9] A 2
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G782 gk NAV Al4kA] 71 =
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113 g X3 21 W
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Interactive

D a t a

Corporation
(IDC)

- Financial Times Information®l|

ERR

e

AF AE71B
- BE FR9 vlar AR 2k 24000007 FEe] 714
AF  (municipal bonds 1,500,0007)], mortgage

bonds 900,00071, corporate bonds 45,00071)
RRAREe A A g6
AAAL Azshe /44 2 At Bl sht

dmAPe 5
A A AR
o A2 A

Merrill Lynch

CHE B o
ST

- Pricing Services {-A oA EZ)2HA 2 <4

AANAL Az Mg 2 S

[ I

Fol sh

Muller Data

) P
‘ %‘U7]yd—/ Tr%%q‘iﬂE/

Teld ALY, AF AR

DI A, NN

municipal

Goldman  Sachs, Lehman Brothers, Liberty
Brokerage, Morgan Stanley, Salomon Brothers
and J. P. Morgan)®] -F&=2} 3A}

- Kenney/EJV Taxable Evaluations: J. J. Kenneys}

BV Partners’} &5 = /i3t 71AAA An]~

Corporation A FAx=NA AZstu Ao HA3E =FAE bondsd

(MDCQ) ARE Aikow A|F 1215 1 A o
- Thompson Financial Services Company2] Z}S|AL | A =7} 228
-uelsh =A 52 9 AR Ausk Wt Aw A

J. J. Kenney| -]. ]. Kenney Evaluations Servicesi= McGraw-Hill| 5= =

Evaluations| Companies®] Z}&]A}9] Standard & Poor'sell 44 municipal

Services/ EJV| - EJV Partners L. P.3= Aureald] o] 4<% 87] |bondsd

Partners L. P.| Wall Street 7]¥5 (Citibanks, CS First Boston,| A& <13

Street Pricing

- vlel 100000070 AR AZbEAE G

Co., Credit Swisse First Boston, Dean Witter =

Service
Reuters - AA ALY 71ee vE 71kl wlE] eksAnk
ge A9 Ane Agstel T AT
Bloomberg - AL Ve glal EE SeERE de AR
Yu gk A7t AR po Y Ae AR
S FAA}A A AT
71e} - Asset Backed Securities Group, Bear, Stearns & CMO 54
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2 AA A7t A%st 54
7} 4 o’clock market

Alﬂﬁﬂ 718 oF AZAAE Ad ATHETEl 2adk BE
BE SADTLY oF 3NRE 9T A £P8 ARERE A
]i‘:ﬂoﬂ sl AL S AT F, ol HHs]| oF 4Ad {5
UeSE G, SF 4o 2813 B} Adne ol AT
‘4 o'clock market' 0|2}z X 2

Z] o
FAHE FEFA Fol AAHATL I thFd 4 7}7—.3 BEE %o%q-

I
N,
b
g
o

L AR AZIE7LE % =

g A THE %17}3}7] HAsiMe 2 JaoziY EAs=
BE dAFE5EL A% dES|AE (spot rates of 1nterest)°1 s &l
gto] dojof gtk AEoIAELS oJA& T E oz dojd

4k aeu, ARdNE AW BhE 9% =T %o]x}gﬁ_u}
YTME © ol ARg@thesl AfolHol Tk AFdlM YIME @A)}
Ag el WY B o AR FHe] I REH
ZAAR AL YTk olfF A% ZHg meisa AAel A7
TtllE F2 YITME o] &

8) A1 AR 1L A7t JolA vl Fagh P & 4 Ik
oz Be HWrl7l RYRT= GR o FEer] "otk <HE A>A =
v]=t Merrill Lynche] A|7}FE7F 928 QE gz A|Aste] 52t o]
e FuA skt
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t}. Matrix Pricing: 2|A A|7187} i E

AHE AZFETHE SR 7P dwbEl e e =
AZ2ZFAE 718 Wad B7]/408 AxhE P o83t of o,
D71 W] )Re] HE WARIE A8l ¢
= 7Y Sdo] F2 A

o AR AADAY ARAH FBA

AAZHA Brbe 1AH R mlE Hef $& AR 2053 2
oA, 221808 4EEd wWE YTM 2 73

Holl o]E% F34 847 B 3 HFHo=

Z3t N 71l e RO wet 4F = WA 2=zPEE S

Aoz 23 5 9t AT YAFE

wh AA 7AA9 o] AY

Ao A7FE7Ee B BEol AEA gv AR HAEE 3
= Aoly] e wEsts 2007 2o wat 1A e 2 9t
z, =93 AQPolat AT Hrr B wal, Y FEIH=) o
H AZge 24 F3L AMRSETH wet 71Fo] oE 4 9k g
U el wee dudos AMgslm WEe F4sE 3 sl o
2ok A AA7F BASEAE gk
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3. A A2 Al7}E 7} ¥WHH E: Matrix Pricing?)
ZF wb7)/28 Ade A

AF A7FE7Ee] 2 wr]/4l8 dEe TtEEFA 4189 rte
A¥E 107) €2 v gstn, AZ2=d wr|E & 537 L wjdste
ARt 7122 285 wda AEE vr] slge tew 2o

— 7I=2Z wld 4

#1 (Aaa), #2 (Aal), #3 (Aa2), #4 (Aa3), #5 (Al),

#6 (A2), #7 (A3), #8 (Baal), #9 (Baa2), #10 (Baa3)
— Az wd 4

TN, 270, 3704, -, 1070, 11704, 1,

154, 213, 254, 34, 3543, 44, 54, 613, -+, 401d

n=o A AZES FASHE wrE A #xrizes wr|d Ay
T FHAd, & 537) o] EAsteE 53719 A FA FHo] wWixul=

7F gohion) B2 gir)o] ARG FEdE 2 Al wet A8 71

9) o7l A= IDCAlA A48t Matrix Pricing W 22 A7)%dh 2=u
o2 g7k AE7IHEE A9 fARE WHES ARS8t ok w5 E
< o]-§3li= Matrix Pricinge ZAAlNl 2% A7 A|7FE7E el Ak
Aol wpolela & 4 Qo)



22 AL Akl B A

TR AL F doEE O Fof UE MdHste dXxetaE ook
53], e T2 nEdte 7 2o dadE T5 ( n-the-run issue)
S WXEEE ARStaL QUTHID o]e} o] Fo|F MIx|mi=ZE ®H7|
s 28=dz YIMe| 2=Zg=g AFsh= 3, F, W7]/48 PE
W& dFste Aol AVPEZE HEr|#e] F8 9 01 "ok g 7

2 Jlroz AW A
3

. Ao AAAR AR g o BA AL

(47} 1] Bo)/A800 s B 74
— 2ES A8, AZFL ‘?_7]i el WA 74

do YIME 7]

|
=
it
A
lo
r d
)
i
fru
Y
-
)~.
olN

— T/ AEHE 7B AT (base spread)E FHHOZ AH

10) IDColA wWixunl=z AMEH+= ARA =3 Treasury bond (27)),
Treasury note (= 71), Treasury bill (Y1)

11) WA=t E93 wAE s 4wy Z2Row gelse] 9AE 2k
@], g GrivldEe] AFY TAS WA etm2 ARSE Wolth di
o] A dE A (Japanese Government Bond, ©]s} JGBzZ} g 10 &
o] Axweletn AT o= dE o] MEE ¥ AW Al7HEL
ol Al WrEAl WiRut=rE A e e gtk olg wix|nt=e] Jide =t
713l odl] FAA o QAFHE Ao] ofal ARES] Qe oEd
ol o,

12) o] w3 A7 S0l At LA &
T Wl E AR



M. vl A9 A7kEs

Pricing Matrix2] o*

wk7] |WlX|ul= | Aaa|Aal |Aa2| Aa3 | Al | A2 | A3 |Baal|Baa2|Baa3

1704 585 ]0.30|0.42|0.61|0.75| 0.80 10.91|1.05|1.26 | 1.45 |1.50

2704 573 10.32|0.43|0.65|0.79 | 0.82 10.95|1.10 | 1.30 | 1.50 | 1.60

1170¢ 553 10.35/0.51|0.69|0.78 | 0.99 |11.10|1.27 | 1.45 | 1.80 | 1.91

13 553  [0.35] cor | cer | eee | eee | e | e | e | e [ 2.04
1.54 552 038 v | e | cee | eee oo | e | e | e 217
k| 551 1040 -« | - | oo | o | e | i | i | s 222
2.54 551  [042] oo | oo | cee | e | e | e | s | s [ 235
313 551 1045 -+ | - | oo | o | e | o | s | e 240
3,54 555 1046 - | - | oo | o | e | e | s | e 242
44 558 1046 - | - | oo | o | o | oo | o | s 1250

54 555 10.50|0.7010.95|1.26 | 1.54 |1.80|1.99 | 2.25 | 2.50 | 2.60

40 590 14.00|4.70|5.20| 5.40 | 6.00 |6.90|7.20 | 7.50 | 7.90 | 8.50

a. WAk 19989 39 249 AR o)A, WA 2= 7hE Als

[Az} 2] WA ep=9] YIMO 7]/418 ol dRH= Hlol: &

Jd=Z fslo W7)/H08 298 a7
— o: A3 57 59 Ik wr]/ 480 WE AZgE 2
YTM = 555 (%) + 1.99 (%) = 7.54 (%)

[23 3] WFE Y FEdd o === =4

il
i)
o
P,L
rr
o,
i)
i
o
=2
>
4
o
Y
N
Y,
i)
o
2l
ofd
ko
-3

23

3



24 AR AGtel B AT

[2z} 4] [23F 21904 A2bR YIMo) [Ax} 3]e] Wl 2=d=2 ¢35
o AZF YIM A4k

[3 5] [23 4]9149 YIM

O
=
Adel AL AL 5 9

o Az 744 AR AAAH

I

= 2 EFgAo A" Ad, Mg 5

o] 7%, zt AAe] 534 wak 3o }Eﬁé% 7H‘E‘=_L3H AHg-ata Qlth
Hub, AFAHA (unk bond)e EFHo| 93tA] g A FoAe] FAR=E
B F@Ho= 71AS A

g
O
<
0
<
g
i
~
~
)

Mot

Jr



IV. Zler= Aol o] A A|ZFEIE olx9] of

o -
of AR

ro
F

A AlZIEIle] &=

N
>

e

i3 AlZlEI 2@

w
>

A TE | s [=3
4. N7}E7F mdlo Mg of

5 Al7t"7I m@e| Exa ot






V. 7|t dsro A o] QA Al7FE 7 Q%9 9
1. Q=9 AAANF

A= AAATY Ale L= ou T2 FAY AT &9
2 AR A =
FHZol FALA 7}l
ol HFAtta & + Ut

LA g FEE ofA|ofoll A LRI} ol oo] A WAE =)
19954 19 31 7|02 o%o A £ WP e 3x=5d o=
th13) 191 o] Fell= AR fAlste] M4 2A o2 A d &A
< A o= o] o] Fojg ot Hoe HAA =
2 dgEy|E 3tk <F V-1>& Fo 23z 2 A3 fF3de dAs

a7 ¢

13) 153 += 30~409 A== Azstd ok



28 Al Al7HE7Rel B3 A

LI I & L
R ol A 2~104
TAREE AN 3N ~1¢d
TN T A 5~10
AR/ F714E AN BZA) 5~10
24 PSU bonds 5~109
A1 3| ALA) 1~12d
3719 2 A1Y 71915 371€
23 /5871 A7l F5A 31E (&)
1~39d (78718

The Emerging Asian Bond Market Study, India, 1995

2 V-2> RSAE g (29l 1095 1)

Ad 73 k) zkol A A 3 AS (%)
Q= = ]| 1,305 72 55
A7 A -7 vl 150 120 80.0
T HA 272 1.2 04
A =) 388 0.6 01
34 (PSU) 332 12 3.6
3| ARA 330 5 15
CP 30 36 120.0

CD 30 - N

The Emerging Asian Bond Market Study, India, 1995

F8 TAZIHE AFA, 719dYFE  (Department of Company
Affairs), = AR, A= A2y L A=FHAAT Y3 (Securities
Exchange Board of India; SEBI)¢] 47 7|3to|t}. o]E 4Atslo] B2,
THE 3L ARAFS HEMUA Fo|l AHe SAAFIV) o



V. Mded=alxe] A A7pgrk Qlee] o 29

AFE AETAVIROEAN AAE HHstn Utk A= AP
A71H FdMe 71 BEe AL BAEln Qo o Aol F§
N8 A Az Wgetn ok 39 = FAR/YALIT FU1Y

9 A7lge] ARLY FASIReT 2ol H2E T itk ol2jd] A=
498 AEZAAYLE o] g Aot
A B s e Fao mdAl Ao FAAES BRI 9
w2 Byt o FsEo] Slok A& ?lE Ap&go] CP &y
3% Wrleke AL ARHIUA 4 7@47} T899
D, 27 FABANAIF eUA FE A8EF AAE a3
3atgct AA QA T=ALH 7 B A 8] A3 A} (Cred1t Rating Information
Services of India Ltd: CRISIL), JQ=FxAHE = A&H7}5A}
(Investment Information and Credit Rating Agency of India: IICRA),
LB M2 AL (Credit Analysis and Research Ltd: CARE) =9 39

AgEA
AgFAAAL STk olF A§HL MBES SPY, WBAY, 2AE
o, Ay, HERY SO IS wm Yok

2. AA A 7Pkl 44
7t A% FABAAAN ) 74

FFdHse Azt #F FAs AxE SETRLLI
(Secur1t1es and Exchange Board of India)e] FFIHE FA A6 47
48z, 49z ZAGTk

47Z (A9 71223 v, method of valuation of investments): &
FAHE = HE9 715 ZEAS Eighth Scheduleo] w2 713

fr
e

—_

4) RFEIAE MMM 99 QwE D 993 (SEB) 7.



30 AP AlZFEIFel ek A

2% 87 2 Agstel wEs e} Btk
8% (AM7HR19] A4}, computation of net asset value): (1) BEE F
GREE 714 2RYel HES SAINE F FA4SE v F
ERFIAE Astelo} Bk () B2 FY AATIAE 12UL
o el ow aoac 27e] ATHAIRe] BES oJo} Wk FE
=3

N

L
D -

B
ol
o
X
&

me B oft

ir-‘_l‘
o T
EEET
(A
&
H

rr

R

2
2

/-\ C,O U
I“N

o

9% (FF93H= F2l9] 718 ZAA, pricing of units): (1) FFEEH=

=l AR}l A 3“}} U Thsstodop Frt
T 1FYd 3 ‘?i e A= d7kA ] o)
9 o) slAe wEslelol Atk (3) FEYRE] AR AR
S o AR el Bl PRl s, A 7
A7) 107%E Zstels SHETh AER A SR
219 95% o]tz Fuj=EojM = qtHEth fuje} wix r}FHe] xjolv)
M 1Ae) 7%E 2TEANE GETh @) Teel A4E
at5tA (3) A Od%ﬂﬁi—%d 7V H2e «ARE FaLs
FQHEel ARel ARHolel Bk (1) WY TX}N}‘% 3
A% () W= 7He] A £AWA )
MM AR EH= A1

r14ﬂ1

o ¥ M
i rlo
o

2
o
ol
Rl

I
o
i do

E
o>4
:I:‘;
r,
[k 2
=
jus
)
n)

L}. Eighth Schedule: {54 HE= A|7}37}9] SEBI 34

FFLHE 74 A7z osted JE FAAALI = 19969
F2ke] 7HEAA S $1% 7]+ (investment valuation norms)2 vFESHH

15) Selvketel grlel @ojel g,



V. e d=olse] Ad A7Fgrk Qe o 31

T} o)AHEEE oo Y&e AHHTA dtl BEYHAEE ST 7
& 7HAZAAE 71Edd uwt Fxle] A E Hrieth 9 AR =
AA £ E F FAFE o] ALbsit

(i) 2AAR2AN A% 5718 F7le 3¢ Frtac

(i) Tdol skt ol S58 FAAHL AN AgH= Fole F
2 Adse sAARLAAN AT sUte FVkE WrbEn g8

ZPAEA2] )AL (asset management company)
= A= s=solol 9Tk Telu 9

5 FolA= FAAYRCNM B7HE THH e

2 339 Ax7k AAsolel Bk Aol oJFuAME QrETh

¢

(i) 4= T 2o SFANLTE 5 Sde /%72 Sls) Ag=
B Aae] WA olfre At ALl ofs) EXE 7155 o
AHof Ht.

(v) 54 Hridd A

(v) 32l B3 H7Hdel el ZAA
[e]

2) A=A ¢ki= ZA(non-traded securities)

(i) F9o] B o7 60U Bt o FAANLANE A=A &
£ A5l ol thgol HAY FAoE AFEolo} Atk

(i) BlAR S8 At gate] ojatzldl osf F¢ldE A 7=



32

AAe] A7HE7kel B7E A

@ ARE AAHI PR S AR Ao ols) 4104
4 (in-good faith)ol weh 74x7h Brkslojop Beh. o] olxlal
A4 olNE oNEoz EAFHol} sn At BAW
9 AEIF Qlofof @tk Al g Ad wel 7bx) Hohel olgH
E

FBE0 A4 folog ol §da HEA FXol HeME
A% YUA&L 4 g3tolo} Bk,
b) ABE Aoz w5 En ARss 38 FolM Hm 7}

© H7IE6 FF2 & B oo v BERAERYH 5% %
]

7kl 7128t 7HAE 7HeT

(d) AZALAH S A= H-E a2 HF g 47F EalHo] Jpx)7t
Brls ook dt) B HE g4E AP FHLHE 1EFH Y
o 7|Eo 2 JEAIL HrtEolof @tk A S 4= FAd HE
He WHoE JIXE Hrigth ek HE o] F o] F4o] HA)
AR e FE7 584 (pari passu) A7t 2 AHolztd, &
A AR e F49 7iHd 83 dAdee HEd
AL o] AR E ARtk gtk o]/ AFEel ZEx|H el 9l
oM AFBEZ A B F oo} gt

© 380l B5E 74 1782 A=Y AAE JUEY W=



V. faberd=al s Q- A7k Qlee] of 33

doAAE F4)9] 7A)oA JHE PAto] 285 = HES 27
st ALkE 4 Aok HEVE GAFE & 7] el HoE o
ofgt &= 7]7&% —/E:]o]-OE] AN ARE AT SALS

() 4Fol RP ANz HYHQL A%, of 4F A AW U7
A A% FFsE olAE FAT Fo AE sHHom HrhEol
of @tk 4Eol RP Az WEHATGH Boi7td (@0 A7)
Hg 5@ olxgol FAW olF)T 4F sHRztel FolE
zeske 2ol o Foldo @tk web fulrtHel HES 7}z
g zashs A9 A7l olRofAck 3w, rlstze] 1 s

B} Gtk 7] 450259 ofjo] wAH oo} Bk,

A FFEHZ=F3] (Association of Mutual Fund in India: AMFI)
= AEZHo R Yo EFEAT FHAHE =olnat =¥sta Utk ol &
< TR TEAE AR JEAEIE dijke wHET] 9l dA o] &
Ha e A 7HAHrE Y ARE THHCE HESIT Stk o
o d3tor T M FEdHE9 AFE<Ql Shri. S. V. PrasadE 3 &Fo=
sta] 3)A 2 7EXE7E 9193 (Accounting and Valuation Committee)
£ 7A43taTh o] Y1¥3le ©@rIztel| SEBIS] FFIAHE A A 870

wel AdEA g srlE & HA e AR WARRT ARH7

Bgel FUAE BT 5 AES AAF U el PRE Ad

A= FFLHE=HIE [-Sec, CRISIL, Price Waterhouse/FIRE Project
o2 FAHE AF APgYe TS U3 dFE 57IE STk

9198E SEBl FASl os 87HE WrFIEL V2R Fhef A



34 Q@ Al7IETEe] B AT

AR &= AP 7HRFEI; e
Age AP AASS ddste] WARD Wr)5olEe A, W
ARt w15 &7 2 Azt szEe

thokAd 3 B4 (diverse and unlisted)
EE3A4 (non-transparent)
il

Zwk=9] B (no benchmark)

jus

152 AHAE (thin market)

& gold9 A (judgement as to salability)

@ v & 0 8 e

A1 (Marketability).

3. AA A7HE7 23§

Azl A7 A7E7F BHY ValuCorps FEAWES] wA447HA]
A3e g8 DA HEe Bose Axdolaz @ 4 itk AR
o] 744 Brhe 136l & ¥l o] FolHrh o AFEE A9 [Secol A

16) NgE AAE Ao A FAX) BolE s AT A9
2ol dla) w4, i 54 A S



V. Maed=olse] Ad A7Fg7k Qlee] o 35

AAe] AZVEIE HAste] AMES ValuCorp BE-S AA8HA AHED
A gtk o] B¥E e [Seco] HHE - FTAUEHLI
(Securities and Exchange Board of India: SEBI)e| || 7|zx3sle] F
FLAHEE 913k 3 AL (corporate debenture) 7124 H7} HPHES s
st=l Utk

HEo| &gk SEBIS] AHo = B A 2AAL oA (in good
falth) 7}74 H7he fEte] thew e dwk d3e] AAEATE AEe
At oz o33 22 Q9o 7|23ty 7lAHo| AAFH ook stk gy
Z=0l& (yield to maturity: YIM), Bl 71538k A @4 tis] 2AH
= R3] Qo gl L5 HEJ 3 AHA3B dol, ( Debt

instruments shall generally be valued on a yield to maturity basis,
the capitalization factor being determined for comparable traded
securities and with an appropriate discount for lower liquidity.; )

EEEEE ISR u}-%)r e 442 AR Adel 74 Bt
= 913 g5 8 (YTM)o] Aitgt,

[z} 1] Ad=E+= Al 2H35la] Wl Xnl= (benchmark) Z o] &
2 A TEZHLE FA ( Tdentfying the traded
securities and creating a portfolio of which will serve as the

benchmark. ; )

[Ax 2] 2&olu g7]9} 2& of 71A 2AEd U @r]|4dE
ZA YL F3. ( "Adjustment for various factors like

credit, maturity, etc.; )
Z3 989l

@ "H7]/ A& (credit/maturity)



36 AP AlZFEItel ek A

@ 2 (industry)
@ w3 =7 (promoter background)

@ 54 (liquidity): BE (security), A& ofF (listing status),
A E (current yield), B+ 7FE (holding size).

[23 3] 454 250 da Fdd FAL HAgach ("Applying
suitable discount for liquidity.; )

7} diXulm Y EZ ] Q9] AA] (construction of benchmark)

iz
e
,
K
b

EEZFQE 3~-59 AEez FASH, IY E HE

A 7]F (entry criteria):

@ AzZY 719 (manufacturing company)

@ zte] qt7): 3~71d (3-7 years residual maturity)1?)
©® 218 AAA (AAA rated)

@ A== 4 A (listed and traded)

® ©E A7 (secured)

® H 370L3E AYE (traded in the last 3 months).
E& 7]F (exit criteria)

O A= IHdr d3 Azt 90

17) Aol golel g AFe 3~5del7lw s, 3~7del % sheith. 1998
929 139 @Ale] 71Fe 3~7dow Ho] Ytk



V. fabwrd=al X Q@ A7 7k Qlee] o 37

(not traded on any day for the last 3 months)

S8 4Ee FEslE ook £8L WArla LEED
Qo X3E FH FollA 58zt 1] (Rs. 50 lakhs) o]l AF A&
e BE A vlsE THEHTeR, TheAs ATtk
ek | sAbAle] Arl g O 5] tig Bl 00] @ A
olth. Wixvlz XEZF L A AYgFHe] AT M A2 &
o Eo] A& AEHTH

=
7194 7] () 759 E (sa.)
Grasim Industries Limited 5 6,7 12.25%
TISCO Limited 4,5, 6 12.25%

FEAY A2

Aol yield to
- = 1
3| ALAY (Cr, A 7+A A put/call
rTY (s.a.)
16.75% TISCO 2006 19973 119
15 5,754 =1 12.85%
(Put/Call 2001) 132!

W2l = 12.25% X 0.6 + 12.85% X 04 = 1249% (s.a)19)

18) A= Adg el 2Aske] At



38 Al AlZtEItel ek A

L} 97/ 8-S 93k XA (adjustments for credit/maturity
buckets)

3 o
N
M oo 0 2 |d

W mkE = 14.00% (dFdwit} o]z} AF)
1998 1Y 19¢ nigsEl= 2FY 9] wr|/4led A= gz A1)

A & 1~2d 2~34 >3
AAA -50bps” -25bps il x| v} =1(14.00%)
AA+ Obp Obp +25bps
AA +25bps +25bps +50bps
AA- +50bps +50bps +100bps
A+ +100bps +125bps +175bps
A +150bps +175bps +225bps
A- +200bps +250bps +275bps
BBB +350bps +400bps +450bps

a. bps: basis points (0.01%)

19) 7b7)/ A8 Axge gde 25U v gAEn.



V. fabwerd=al s Q@ A7bgrk Qlee] of 39

1998\ 1€ 199 vizks= 259 77]/A84 s E B

Al & 1~24 2~34d >3
AAA 13.50% 13.75% 14.00%
AA+ 14.00% 14.00% 14.25%
AA 14.25% 14.25% 14.50%
AA- 14.50% 14.50% 15.00%
A+ 15.00% 15.25% 15.75%
A 15.50% 15.75% 16.25%
A- 16.00% 16.50% 16.75%
BBB 17.50% 18.00% 18.50%

A&7 Drled wet Az et 9o Wl esix g AR 7t
717k 1wl Aol Aol el HEEA R tidl, =77t
19 okl Afols
& o] 2717F 1d o]8kdl Aedle olAkE WEdl o &g o o
4 BrgetA ged, ole dA f-evhEtell

FAFstTR S THO)

x
S
el
ofo
ol
o
rr
o
I
N
©
ok
i
)

20) o] 23 W48 ‘accrual basis' )

K
K
r i
e
ke



40 AR AlZFE7Te] #AQE AT

1 1.5 2~-34d >3

50bps 50bps 75bps 100bps

2

o | N
r? |22

I

T
=

2}, 9z} £ A (promoter background)

E e sxgs 2gel acle wad WAy ¥ 4+ Utk 2
Az &AL AR VAL AAYE =3 7Y (multi-national
corporation) ©|x, A7} F 3 AT 7|F (reputed Indian promoter)
ole}, AR} FH3A ¥ U= 7]F (unknown Indian promoter)©]

o oldl oF A=zye 2| A& thg3 2o

= 719 Obp
e w719 Obp ~+25bps
FHEA gL e 719 50bps

il 54 89 (lquidity)

454 Qe A A= ERECD A A A% (istng
o]

1E (current yield)o|t}. o]
Yy

status), 7] ©H (security), AA FAr<]
2 ZzZtel gz HEUE BAFEEH, Al 7HA 8059 4T A
A e Herh 2Ednh 2aEd /A5 Fgdd uet 2ZgEv)

Al 23



V. Aesgdsolldel A Al7bgrk Qlwme] o 41
#5489 oy 2R 5
ArAR}F /0 A (14 iqui
A o S/ :—r A (.hsted and 11qu.1d). 0
L /8554 (listed but not liquid) 1
(listing status)
H]4d (unlisted) 2
- A9 2H (first charge/Pari-passu) 0
(se:urity) F9 @R (second charge/floating charge) 1
TR (unsecured) 2
within 0~100bps of YTM 0
PR
less than 100 but not less than 200bps from
(current yield) 1
2ol YTM
less than 200bps from YTM 2
a) delE paEe/AArH)2 waAe] ARE ov|gh
slo f54 714 KW BE HoiHD, lEL B4 FHo|
2= 2L 98 NE/ Gt AZPe 2H] J|Fe then g
=4 0~1 2~4 5~6
Eapr -t RS Obp +25bps +50bps
AL B R 93t 24 (holding amounts)
A=dME AHA Azle E8T @9z ofFoxtt rhef, ofd
QHsel AW Bh FEA WS 2AG e AH 59 FRE B

A=

B R
2o wE AXgE AL

2zg 7t

: o] .E..Q_

zazl=4

=7 2

FAL rqum WEst olelg Aotk waka A4 Fmuth A 2
e =49 Ao me 7
T Al AE
o ge} ~zdes) gdAES AT

3l



42 AL A7FE7bel B3 A

Ry tHE < 1 crores® 1~5 crores > b crores
Eap g RS +25bps Obp +25bps

a. crorex ¢lE 9] TR HukE 2]u]

ol. % XA (flexibility)

ValuCorpe ©]/4¢] #78& 53 2ZH = A& 3t 27|59 E0]
Al AA R, iAoz 2 3 W o § e 7|FE Foh oY
@ RhAE 2Re TS FRAH AZFS e FFolth o] #A
N +25bpstAle] 2zAS 2ol 9l 4 Utk AT AF Wr|%Y

g ohA Bge AX sk

4. AR BEe] AE o

= B 0% Reliance Capital 2000 C 15% MSML 2002
A 19974 119 19« 1997 109 25¢
YTM 13.44% 13.22%
Hl X m= 12.50% 12.50%
Al & AA+ AA+
sl x4 100bps (w-8§%) 0
Wz} £ Obp +25bps
SEA 24 Obp Obp
R 5 Obp Obp
_ 13.50% £0.25% 13.00% =0.25%
A% YIM (%, 13.25% ~13.75%) (2, 12.75% ~13.25%)




V. Mded=alxe] A A7Fgrk Qlee] o 43

5. A|7137F g9 £33} 7t

7}. §3

A=l AA AZFE7E 2 ValuCorps A7 @datA= ZA|RF
FIdHErt Fo B3 Ao s e A9 HItE FEHL
3t %15}. ol& ﬂb‘rﬂ‘r«l 78 - wi-g- FARgE dstolzta B

3
Pricing <] ﬁﬂ%— Hstz 7= AW 2 JE HelAe & vz
2 ATk A= (P AREED e B¥EL WAEtad BFHE
NAg v XH”“ZJJ (BEA)2=Z 39 gr|dHE 7] ES 3
3ta, of7)e 2z =g tdte F= P4L FAstn Jth BE, 22
To] AFdle 4 o9z 54 2 AEe] B4 F o8 A &
o] A mz gk olFA AFE 2=yt wrjEE AFHSHE o

7152l &l 7HkE o] i A Thr)goEo] FHHEh
oo H|sle Q& e] RYL FLAF AAL W FE FH ]

H7] W Zo Hx|ut= AAE AAA IJALAE ALL-SF ®

o] AAA A A= 71E 2771 S8 E JhsAol

A REEZEFQE WXntaE ARES Qe Aol

—E;glﬂ
)
2 -
Sl
2
>
g
>
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TEF|E AR A Add G| S g | Ad g Adds
1990| 2,648 | 29,049,113|2,588,069| 2,455,013 | 4,243 22,068,214 | 822,746| 795,323
1991 2,831 | 32,249,691|1,492,787|1,393,740 | 5527 |29,241,009| 746,849 | 704,083
1992| 2,943 | 32,446,520| 478,095| 452,537 | 6496 |32,696,632| 156,607 | 152,481
1993| 3,082 | 41,359,077| 4,250 3,776 | 7477 | 37,573,624 1,800 1,769
1994| 3,712 | 56,620,715| 22,500| 24,484 | 7,590 45,876,385| 998,228 | 1,144,509
1995 4,671 | 69,542,162| 265,643 | 253,510 | 8,050 56,455,874 |1,087,280| 1,176,405
1996| 5,808 |102,419,220| 257,312| 191,970 | 8,762 |73,120,482|1,060,639| 1,186,462
1997| 7,717 |138,092,394| 312,969 | 237428 | 8,170 86,024,195 3,562,702 3,807,112
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s A | AA | E5A | FEA | AAA

W | ol e | s | g | e | g | e | g
1988| 2,600 1,96 | 235| 235| 1,100 | 2443 11,700 | 6,298 | 2,875 | 1,825
1989|2,324 | 1,106 | 226| 286| 1,366 890 | 14,675 | 8,218 | 4,126 | 2,157
1990| 3,769 | 1,254 | 492 382 854 | 401 11,969 | 6,087 | 6,511 | 3423
1991|3,809 1,517 | 594 b576| 1,285 785 | 15,564 | 10,658 | 12,313 | 8,921
1992| 5,759 (2,927 | 1,258 | 1,244 | 6436 | 3,691 | 19,765 | 13,986 | 19,369 | 13,241
1993| 3,245 | 2,652 | 1,408 | 1,370 | 8,720 | 5,643 | 23,219 | 15,908 | 36,796 | 28,265
1994| 2,866 | 2,698 | 1,446 | 1,427 | 10,655 | 7,179 26,290 | 18,545 | 49,632 | 35,004
1995| 6,399 | 6,581 | 2,815 | 3,508 | 17,073 | 11,473 | 28,913 | 23,620 | 69,708 | 51,5635
1996 6,368 | 5,714 | 3,940 | 3,889 | 18,746 | 8,908 | 25,457 | 15,422 | 84,066 | 56,453
1997/ 9,004 | 8,680 | 3,499 | 3,374 | 23,250 | 13,034 | 34,460 | 23,211 | 94,739 | 64,839
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I 31 4 9 A AUN%) | A%
1989 51,491 359,800 409,292 13 87
1990 32,503 355,810 388,313 8 92
1991 20,978 585,778 606,756 4 96
1992 6,050 903,668 909,718 1 99
1993 55 1,338,235 1,338,290 0 100
1994 11,690 1,630,480 1,630,480 1 99
1995 14,300 2,295,781 2,310,081 1 99
1996 13,784 2,463,982 2,477,766 1 99
1997 40,445 2,252,973 2,293,418 2 98
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4. B354 At did a1 ALY

A7V 7Ee] elee frE/dol Holxa HAdg AgvAc] FA4EA &
= 5 s AES AP E F8sE Holth o] W FHE JHA
£ FA7IA (fair value)eti ok A7|A 7S 2 AAE FA A
T3 oo iR ek= ThE Jlidola, dtFer FA] 4d 7 vt
NBTHE Atk weba FZ7HXE A7) Fao R 283 A
= g AA A g A Foprt desiH, fEdol F3]
FZ3 A9 HYH S dASTTE o2 fAEE Aol uighsith

t-e-ste] fmj7]1zE el FA7AE ke HEL] THAE AUE dF
27171 ofETh et AE ATFETRARS] QdujE AmATI7] 9
AMe e AW Adel FEdwnt ohvzt BES Al frE el o
siME mEsior Atk &, W=e FAHA I AWM HH2H
7 HE| §F4 At uhse] BAMTY T nEEoloF Ik
T= SABALsME vRER A4 (lliquid asse)E HFH
o 7h 7RE THA e W THA =

=
S Qe Aoz FRARATS £ HKEH A

B4 BE AYeld FA AA AFed AL gnkeA sk

43) Guide 4, supra note 66. “illiquid assets are those that may not be sold
or disposed of in the ordinary course of business within seven days at
approximately the value at which the mutual fund has valued the
investment.”
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44) Guide 4 to Form N-1A.
MMFell thal4l Hlf-5d A4 Hl&9] “gito] 10%th
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O 7= S 3 E}-
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5. A Qe oALSA w3}

A AL I FAE Fide] FAeot AdEe BT A
FL3A olFoA T Ytk Ty A Al oiMEe EHFE
o] Z7ldl welt #FE7F 2Ep|7] Q2o A7} AR F, o|AaE
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o] X ol AfF2=0] X Z~H]-L-0} .ol
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=8 Ade YIMe KEHFE A YIMETH Ao} dtte) uet

47) A W, AAY olAF NNTRE 9% FHAL FYsAL, ol 4LE
Al 20%015, AL d 20091e] o] AE Aata 3d F 1000919 9

o

=

Fe Fa, A2 o 10919 oA Agata 3d F 1000919 Q7
o

Pl AF 744 = Q1
P2, A A = Q2

AL A 7
A2 A4 7HA

_ 200 200 1200 4 oo aaged
S S R R SRS L S 7S b

[1+9%1 T 11+9%17  [149%1°

10 10 1010 _
P2 [1+9%1 T [1+9%1% | [149%1° (%)

8 8 1008 _
Q2 1+9%T ¥ 10917 T T1+9%]0 2B

uelA, APl 78229 sh A W2 125.39%k9 9] AlA 7hx= eF 100,000
o® ZAFA Y, AT 7FX= AP1e] 92,0809 (=1,177.19¢ X 78.22), A
27} 99,3639 (=792.4391 x12539) 0. = @27t <F 7,283 (AA 71X
100,000 WHE AlF 71A7F 2ok RE A F7EAEY] o AASAE
o] 20% e A2l e 3ol HAS Aol A= APl w2
of gt MlF ZIA7 B d W wgddel o5 Aol A1 84.95
w99l A2 126199919 MF 7FxE <F 10000091 07 FUsl7] w
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EYSTR o|AALSHET EWFeldl e FolF 2L AuHom
e Awsg 5 Uk 2eU FEHAAE 2L A 7)1F0) whet
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o AlF HUIAEL A1 84.95 gk A2 1261992 F-AH )
B Zelth &, Al AVEAES AE1 84959 sk A2 126195
e 71Ae A Aotk AA1 84959 A FH = 108,603
(71,278.44%1 X84.95), A2 126194919 A 7HA= 100,637 (=797.5
Ax12619)0] =7 20 HF] HP1e] 7.33% (=1-100,637/108,603) Tl
Qo] AGErty = 5 3k
48) FRAAEel wet ARIEAAES] oA AaRel gk A& ] 4R
g=a, 24 o] Hi= wgeydat sl o] FolA= ZRFEAL
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[l 1] EAF olAs 7[F7x R YTMe| A

o3t 2 F e =A4 olAE TR EE TSR

@ FA_1: EAZE 20%, 2+7) 54, vjd o] AAF, A 1008

@ ZFA_2: EHFE 5%, 7] 54, o d o|A4AF, AH 1009

@ FAF oz 7IHFE 1 10% (1), 11% (24d), 12% (3d),
13% (44d), 14% (5'4)

@ T2 olAE VIFTE 2 14% (1), 13% (2d), 12% (3'9),
11% (@4d), 10% (5'3)

39 7} AEe FAolE=R
HESEES 7 7|3 oA EE FAsA o

Z 18 M8 A% o A 9
=Z3_19] AA7Ix= 123.24do)x 23] 29 HA7IX = 69.76Y ot}
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__2 20 20 20 120
123.24 . + 7+ 1123—|— 1134—|— 1147

Me ™+ ilcz e V'=Me "™+ ilcz e @ @
1= 1=

@D x L2 @ = M(Q_l)e—ny: M(Q_l)e—nr(n)
C1 €1 €1

— oy = r(n)
= 7 TXH?H YTM#} wt7]e)] ddetes dEolAE r(n)o] ki o
A YIME 7[EAA FAdsith= o7t dn. ke, 18X gud
AP AP YIMS 22 5 gtk ola8dh 2718 ola&e
N7 B9 (flahdk d-5- Tolle AHE 5 oy, dntdem fy
r(n)yole}i Wolop 3 Zlojth wepA] The WE xzlo] T3 FHT
g U2 T Q@] A9 YIME getof gt
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g 71ZETEe BAC et AA7RIE A Ee AAagriste A
7b E7198HAl "tk a3 BER 7]/ 48o] Tt EREFE S} oA
& 7IZtFEel @8 YTMe gk 23o] dasd|, ol & o

drgel Mot A A A ned ©7]/48 YTM 33
L AEe] =Aol 4+ ZIEfde] EHFE 49, 7/
FHo] B7|E YIMeZRE ojzs 7IFxE A4 & stk
H EZEYY (bootstrapping)o]2} =

[o] 2] 712A7Ae] FAFES} YIMOEZRE REXEY Wdl o
& ol JIztFze g
7t 71EAAL 67l drith ol AE AFeta Ade 1009, woE E
AEe B YTMo] w53 Zrta 7pgskat

53) F.J. Fabozzi, Bond Markets Analysis and Strategies (1993) =
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w7 ZlEAEe] Ar
71 AL o
TH71() S YTM o)A 7R
AL 1
05 0% 5.0% r(0.5)
1 10% 5.5% r(1)
15 10% 6.0% r(1.5)
2 11% 6.5% r(2)
25 11% 7.0% r(2.5)
3 13% 7.5% r(3)
3.5 14% 8.0% r(3.5)
4 12% 8.5% r(4)
45 12.5% 9.0% r(4.5)
5 12% 9.0% r(5)

o] w F&7|7F 1dQl 7|ZAAY A E 1dRE] YIMOE &

o1k 10/2 100+10/2 o A7 olxle s|7tze s
VT 700557 T (1+0.058/9)° | "tk g9, oAk JIRIF xR HH

2 2] = !Z 100+10/2 1o )

2 1) e Aol e 551%th

10/2
(1+0.055/2)

100 +10/2
A+r(1/2)*

100+10/2 10/2
(1+0.055/2%  (1+0.05/2)

+ +

rh)o] TAH r(l5 e 22 ez 7& F 3ty AA, FE7|%
1.5d¢ 71&ZxBe] AAZINE YIME o] &a A&ttt I 7R 9}
oz TIRTFEERH T AW VHAE A dhe U HoEiEH
r(l5)= de 4 Utk 9714 r(1.5)E 6.03%Th
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10/2 10/2 L 100+10/2
(1+0.06/2) ° (1+0.06/2)*  (1+0.06/2)°

12 10/2 L 100+10/2
(1+0.05/2) © (1+0.0551/2)% © (1 +r(1.5)/2)°

()7 r(1.5)7F FaAH rQE =77 2dQ1 7124 A7
£ YIM# oz} 7I7FZ2E Z4zh 73 the 219] 33l 6.57%T}.

11/2 N 11/2 N 11/2 L 100+11/2
(1+0.065/2) © (1+0.065/2)%  (1+0.065/2)°  (1+0.065/2)*

_ /2 11/2 N 11/2 L 100+11/2
(1+0.05/2) © (1+0.0551/2)% " (1+0.0603/2)%  (1+r(2/*

a7k A 2 125 thealel #el 7.11%ch

2 11/2 N 11/2 N 11/2 Lo l00+11/2
(14+0.07/2) 1+0.07/2% 7 A+0.01/2% T Q40072 T (1+0.07/2)°
IV 11/2 . 11/2
(14+0.05/2) (14+0.0551/2)% ° (1+0.0603/2)°2
. 11/2 L 100+11/2
(1+0.0657/2)*  (1+ r(2.5)/2)°
ole} Ze FEXEHY WL wEHoR AH{IH oL T
25 94 F i

r(0.5) | r(1) |r(1.5)| r(2) | r(2.5) | r(3) |r(3.5)| r(4) |r(4.5)| r(5)

5.00% | 5.51% |6.03% |6.57% | 7.11% | 7.69% |8.29% |8.83% |9.45% |9.38%
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upebA], YIME thg 29| s 8.7%7F Hrh.
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o] Qe ETHFEY o|AE 7IIITFERE AU YIM ZHEL 7|
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C ool e S SEelel T YTM A4 WAl A8



VIL SIAA AlZEE7E 2age] A9k 109

Ag T YIME 73t €5
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TA7H FHelg & o, ©7]/48 YIM FEE T3 ASEE
A& 7IRbpE] Gakst atE oA YIRS ol8d NE
YIM 7 wae AeH 53] 4352 #2187 98] dsirh

3. 3A Ao did YTM A vl

skl AEARd wet LS 2Fs Folof sk, e F
74 AE A B 4 ok AR 7 olAE JIRbFEd 53 A
S&d WE JHIEEE dEHLE Hto ol 54 AgEd E o
Ag 7ITER BE Zolth ol#d o JRITEREE EF 41§
T Iakfel dAVIRIE 7 & Irbe EhFEd g = 2%
3t glolth. olefe] o AWRE o B¢

[o 4] 799 olA& FTEe ABH AT Ago BE

FHE olabee] 7Rk oot 21 AAA Sl It THatkE
2= 05%ata kA s AAA SF 3d wy] Al o)
o] FHFEE 13%0]H, o] zH:ﬂ.J YTM& 8%t}

roh
)
M
:>|4£
i

rl

9 olAbE Mt
r(0.5) | r(1) |r(1.5)| r(2) | r(2.5) | r(3) |r(3.5)| r(4) |r4.5)| r(d)
5.00% | 5.51% |6.03% |6.57% | 7.11% | 7.69% |8.29% |8.83% |9.45% |9.38%
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°f B% AAA TFO oFE TRIFEE FHY oAE TIRETE
7HbEE] 05%E dEAHOR Tt tET e AAA SF9 olAE
IHTEE 4 A

AAA SH9] o|AE VAT E
r(0.5) | r(1) |r(1.5)| r(2) | r(2.5) | r(3) |r(3.5)| r(4) |r4.5)| r(d)
5.50% | 6.01% |6.53% |7.07% | 7.61% | 8.19% |8.79% |9.33% |9.95% | 9.88%
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olAE Y7 TRE Fole A= 9187903, YIML 811%7F 2
o}5) wrgbA, EHEFE] 13%, 5H7] 31dQl AAA 5F A YTM =%
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zE 4T 5 Atk geb D)/ PFAA nfe] AgE TR
god e AEEE olAg JNIFEE 7Y F Utk AW w9
AEEE ol TRt ARHH [ sk 2L HOR W)/A
& Aol wrol TPHE BE DA YIME 7E & 93, B9
et ol NTEE PAT YIM 2HEL ANG 5 Utk o]
Ye ol 59 ohew 2ok

[o] 5] A& =9 ojas 7IZt7=xo A4 /| AAS YIM =73

w1 Z1E AR YIMst AA B )AL Tl
gy TEARD A1EAND | AL G AA S AA B

RS e YTM 7HakE 71% YIM | o] A8 7|75
0.5 0.0% 5.0% 0.30% 5.30% 1(0.5)
1 10.0% 5.5% 0.50% 6.00% r(1)
15 10.0% 6.0% 0.55% 6.55% r(1.5)
2 11.0% 6.5% 0.60% 710% r(2)
2.5 11.0% 7.0% 0.60% 7.60% r(2.5)
3 13.0% 7.5% 0.65% 8.15% r(3)
3.5 14.0% 8.0% 0.70% 8.70% 1(3.5)
4 12.0% 8.5% 0.75% 9.25% r(4)
45 12.5% 9.0% 0.80% 9.80% 1(4.5)
5 12.0% 9.0% 0.90% 9.90% 1(5)

r(05) | r(1) |r(15)| r2) | r25) | r(B) |r(BD) | r4) | r(45) | 1)
5.30% | 6.02% |6.59% |7.18% | 7.72% | 8.36% |9.01% |9.62% | 10.30% | 10.36%
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VALUATION METHODOLOGY?Y)

Introduction

Welcome to the Merrill Lynch Securities Pricing Service (MLSPS). For
your convenience, along with an outline of our core businesses, we
have included brief descriptions of the financial instruments we
evaluate. We believe that our business is the facilitation of
information flow; by understanding our pricing methodologies, our
clients will be able to maximize their portfolio value by taking
advantage of all the resources that they have available to them
throughout Merrill Lynch. Our goal is to provide you, our valued

customers, with responsive, accurate, and timely service.

This booklet provides an overview of the spectrum of financial
instruments in our databases, and outlines the procedures we use to
value these instruments. In general, valuations for debt instruments
are obtained from Merrill Lynch trading desks. Equity values are
obtained from daily feeds from the major stock exchanges, the
National Association of Securities Dealers Automated Quotation
System (NASDAQ) and the National Quotation Bureau (NOB) as well
as the Merrill Lynch trading desk for ADRs and preferred stock.

97) The information set forth herein was obtained from sources that we
believe reliable. We do not guarantee its accuracy. Information contained
within this document is subject to change without notice. Neither the
information nor any opinion expressed constitutes a solicitation by us for
the purchase or sale of any securities or commodities.
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Fixed Income Methodology

Nearly all of the taxable fixed-income security valuations you receive
are obtained or derived from Merrill Lynch traders, who base the
values upon institutional round lot size. Merrill Lynch clients and
other market players are solicited for their views as well. The
valuation process is a statement of the value of a particular issue at a
specific point in time relative to the universe of securities covered by
our traders. However, it may not necessarily reflect the level at which

contemporaneous transactions may occur.

Daily bid-side valuations reflect 3:00 p.m. markets for: US.
Government obligations, Government Agencies, Mortgage-Backed
Securities, Medium-Term Notes, Agency Medium-Term Notes,
Corporate Bonds, Euro Medium-Term Notes, Deposit Notes, Foreign
Deposit Notes and CMOs/Asset-Backed Securities. Underlying
Treasury and GNMA securities for OTC GNMA/Treasury options are
also valued at 3:00 p.m. daily. When used, listed last sale values are
as of 3:30 pm. for our 400 pm. delivery clients, while evening
delivery clients receive closing values. International Securities reflect

market closes for each country’s respective market.

Equity Methodology

Equity values are obtained from daily feeds from the major and
regional stock exchanges and NASDAQ. Valuations for non-listed
equities are provided by the National Quotation Bureau as well as

the Merrill Lynch trading desk for ADRs and preferred stock.
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a. CORPORATES, GOVERNMENT, AGENCIES

a-1. U.S. Treasury Obligations

Description:
Marketable Securities secured by the full faith and credit of the U.S.

Government. These include U.S. Treasury Bills, Notes, Bonds and

Treasury Inflation Indexed Securities (TIPS).

Weekly, Treasury bills are auctioned with maturities of 3 and 6
months. One Year Bills are auctioned monthly. Infrequently, the
Treasury auctions Cash Management Bills with maturities tailored to
specific liquidity needs of the Treasury (e.g.: 57 day Bills). Currently,
Treasury Notes are auctioned with maturities of 2, 5, and 10 years,
Bonds are auctioned with 30-year maturities and TIPS are auctioned
with 5, 10, and 30-year maturities. At times, and prompted by
requests from the dealer community, the Treasury elects to re-open
Note and Bond issues (auction additions to already outstanding
securities), resulting in “odd” maturities (e.g.: 29 years, 6 months) for
the re-opened issues. All currently auctioned Treasury securities are

non-callable.

Treasury Notes, Bonds, and TIPS daycount convention is Actual
Days/365 Day Year. Daycount convention for Bills is Actual Days/360
Day Year.
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Source:

Merrill Lynch Government Securities Inc. (MLGSI) Trading Desk.

Methodology:

MLGSI traders provide secondary market values. Bills, Notes, Bonds,
and TIPS reflect prevailing market Bid-side evaluations as of 3:15 p.m.
EST. Treasury Bills are quoted on a discount rate basis. When-Issued
securities are priced using Merrill Lynch internal identifiers until the

security has auctioned and settled.

Frequency/Timing;

Daily; 3:15 p.m. EST

Fridays, Mid-Month, and Month-End; 3:15 p.m. and 5:00 p.m. EST

Price Flag:

G-Government Security

Settlement:

Direct U.S. Treasury Obligations settle on the next business day.

a-2, United States Savings Bonds
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Description:

United states Savings Bonds, series EE, H. HH (Issuance of Series H
Bonds have been discontinued, however, evaluations are provided for
outstanding obligations). The interest from Savings Bonds is exempt
from state and local taxes, and no federal tax is due until the bonds

are redeemed.

Source:

Redemption Value Tables from the United States Treasury Department

Methodology:

Evaluations represent the prices provided in the US. Treasury’s
Redemption Value Tables. For Series EE Bonds, the price shown
represents the value of a single $50 bond as of the pricing date. For
higher denominated bonds, multiply the value shown by the number

of $50 multiples. Redemption tables are updated monthly.

Frequency/Timing;

Daily; 3:15 p.m. EST

Fridays, Mid-Month, and Month-End, 3:15 p.m. and 5:00 p.m. EST

Price Flag:

G-Government Security
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Settlement:

Not Applicable.

a-3. U.S. Treasury Zero Coupon Securities:

STRIPS (Separate Trading of Registered Interest and Principal
Securities), Generic Treasury Receipt Securities and Agency Zero

Coupon Obligations

Description:

STRIPS are Marketable Securities secured by the full faith and credit
of the US. Government, comprised of interest or principal payments
stripped from U.S. Treasury Notes, Bonds, or TIPS, with bookkeeping
and custody functions performed by the U.S. Treasury.

Generic Treasury Receipt Securities differ from STRIPS in three ways:
first, that their bookkeeping and custody are performed by
commercial banks, thereby placing a potential intermediary in the full
faith and credit guarantee; second, there are fewer of them
outstanding than there are STRIPS, thereby impairing somewhat their
liquidity; third, they have not been created from TIPS.

Agency Zero Coupon Obligations are created from interest and

principal payments on Agency Securities.
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Source:

Merrill Lynch Government Securities Inc. (MLGSI) Trading Desk.

Methodology:

MLGSI traders provide continuous daily updates on U.S. Government
STRIPS. They also provide basis spreads to STRIPS for Generic
Treasury Receipt Securities and Agency Zero Coupon Obligations.

Frequency/Timing;

Daily; 3:15 p.m.

Friday, Mid-month, Month-end: 5:00 p.m. for STRIPS and Agency
Strips

Price Flag:

G-Government Security

Settlement:

U.S. Government STRIPS, Treasury Receipt Products, an Agency Strips

settle in 1 business day.

a-4. U.S. Government Agency Obligations
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Description:

Interest bearing securities issued by agencies of the U.S. Government
and secured by the credit of certain U.S. Government sponsored
enterprises (e.g.: Federal Home Loan Mortgage Corp. and Federal
National Mortgage Association). Daycount convention for interest
bearing Agency obligations is 30 Day Month/360 day year. Agencies

also issue non-interest bearing Discount Notes.

Source:

Merrill Lynch Government Securities Inc. (MLGSI) Agency Desk

Methodology:

MLGSI's traders provide values to our proprietary Agency Matrices,
which use basis spreads applied to off-the-run Treasuries for
noncallable (bullet) issues. An option-adjusted spread (OAS) Matrix is
used for callable, putable and sinking fund issues. Traders supply
OAS and volatility for each security. Agency Discount Notes are

quoted on a discount rate basis.

Frequency/Timing;

Daily; 3:15 p.m. EST

Fridays, Mid-Month, and Month-End; 3:15 p.m. and 5:00 p.m. EST
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Price Flag:

G-Government Security

Settlement:

U.S. Government Agency Obligations settle on the next business day.

a-5. Listed Convertible Bonds

Description:

Unsecured debt obligations of corporations that include an option
allowing the holder to exchange them for another security (most
frequently common stock of the same issuer) at a predetermined ratio.
Although comparatively rare, securities exist that are convertible into
common stock of companies other than the company issuing the debt.
These securities are listed on the NYSE, the AMEX, or trade on
NASDAQ.

Source:

Feeds from the following exchanges: NYSE, AMEX, and NASDAQ

Methodology:

Listed convertible bonds not valued by a Merrill Lynch Trading Desk
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are valued at last sale from exchanges. While MLSPS receives daily

updates from this source, not every security trades each day.

Frequency/Timing;

Daily; 3:30 p.m. last sales for 4:00 p.m.

Last sale from exchanges for late delivery clients.

Price Flag:

L-Last trade price from an exchange

Settlement:

Listed convertible bonds settle in 3 business days.

a-6. OTC Convertible Bonds

Description:

Unsecured debt obligations of corporations that include an option
allowing the holder to exchange them for another security (most
frequently common stock of the same issuer) at a predetermined ratio.
Although comparatively rare, securities exist that are convertible into

common stock of companies other than the company issuing the debt.

These securities are not listed on a major exchange, nor do they trade
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on NASDAQ; they are known as over-the-counter (OTC) convertible
bonds.

Source:

Merrill Lynch Convertible Bond Trading Desk

Methodology:

Evaluations are provided directly by Merrill Lynch traders.

Frequency/Timing;

Daily; 3:15 p.m.

Price Flag:

D-Evaluation which has been directly entered by a trader

Settlement:

OTC Convertible bonds settle in 3 business days.

a-7. High Yield Securities
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Description:

Debt obligations of businesses whose creditworthiness is rated lower
than Baa3 by Moody’s Investor Services or BBB-by Standard & Poor’s

Corporation.

Source:
Primary Source: Merrill Lynch high Yield Trading Desk

Secondary Sources: Various Brokers and Dealers

Methodology:

Merrill Lynch traders provide daily hand-priced evaluations for High
Yield Securities. Our secondary pricing sources are more than 20
brokers and dealers committed to providing prices for approximately

45 issues in which our traders are not active market makers.

For information concerning accrual of Payment-In-Kind (PIK)
obligations or a list of those PIK obligations we evaluate, please

contact a Merrill Lynch SPS Client Services Representative.

Frequency/Timing;

Approximately 1,100 actively traded high yield bonds are reviewed
and updated daily at 2:30 p.m. Based on our traders’ judgment, about
150 less actively traded bonds are valued periodically as market

conditions warrant (at least bi-weekly).
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Price Flags:

D-Evaluations which has been directly entered by a trader
3-Price with accrued interest

4-Price without accrued interest

Settlement:

High Yield Bonds settle in 3 business days

Please Note:

The price MLSPS delivers will contain a flag of “D”. If you need to
receive a price with/without accrued interest, Please contact your

Client Services Representative for more details.

a-8. Investment Grade Corporate Bonds

Description:

Debt instruments issued by corporations whose credit worthiness is
rated Investment Grade, ie., Moody’s Investors Services ratings
ranging from Aaa to Baa3, or Standard & Poor’s Corporation ratings

ranging from AAA to BBB-.
Source:

Merrill Lynch Corporate Bond Trading Desk
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Methodology:

The Merrill Lynch trading desk assigns each corporate security a
benchmark, either a current Treasury issue or a bellwether corporate
issue. The corporate security is tied to the benchmark by a spread in
basis points or dollars, determined by the trader. These spreads are
reviewed daily. For redeemable issues, a yield flag directs the issue to
the appropriate workout date. Benchmarks are updated real-time, and
reflect current markets throughout the day. As the benchmarks move,

so do the securities tied to them.

Frequency/Timing;

Daily; 3:00 p.m.

Price Flags:

A-Valuation based on worst yield between average life and call
C-Valuation to next call

D-Valuation which has been directly entered by a trader
F-Valuation to worst of maturity, call or put

G-Valuation to worst of maturity, refund or put

H-Valuation to worst of maturity, call or put using spread to

Treasury

[-Valuation to worst of maturity, refund or put using spread to

Treasury
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L-Last trade price from an exchange

M-Valuation to maturity

R-Valuation based on refunding information

T-Valuation based on worst yield between average life and maturity
U-Valuation to put

V-Valuation based on worst yield between average life and refunding
X-Valuation based on worst yield between average life and put
Y-Worst Valuation of T, A, X

Z-Worst Valuation of T, A, X

NOTE: Worst yield would be the lowest yield for all except a put,
which would be the highest yield.

Settlement:

Investment Grade Corporate Bonds settle in 3 business days.

a-9. Illiquid Listed Corporate Bonds

Description:

Illiquid Listed Corporate Bonds
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Source:

Feeds from the following Exchanges: NYSE, AMEX & NASDAQ

Methodology:

A group of illiquid listed corporate bonds not valued by a Merrill
Lynch Trading Desk are valued at last sale prices from various stock
exchanges. While MLSPS receives daily updates, not every security
will trade each day.

Frequency/Timing;

Daily; 3:30 p.m. last sales for 4:00 p.m. EST

Last sale from exchanges for late delivery clients.

Price Flag:

L-Last trade price from a exchange

Settlement:

Illiquid Listed Corporate Bonds settle in 3 business days.

a-10. Non-U.S. Dollar Bonds
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Description:

Bonds denominated in non-U.S. dollar currencies.

Source:

Merrill Lynch Non-U.S. Dollar Trading Desk

Methodology:

Merrill Lynch’s traders directly hand price these issues. Users should
note values are stated in U.S. Dollar equivalent values unless the

price flag indicates otherwise.

Frequency/Timing;

Daily; 2:30 p.m.

Price Flags:

D-Evaluation which has been directly endorsed by a trader.

E-Deutsche Mark Valuation

Settlement:

Non-Dollar Bonds settle in 3 business days.
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a-11. Medium-Term Notes and Deposit Notes

Description:

Continuously offered securities that allow issuers to post rates, daily
if necessary, at which they will sell debt of a specific maturity.
Medium-Term Notes (MTNs) are issued by means of Shelf
Registrations, while Deposit Notes/Bank Notes are issued by banks,
and are exempt from registration under the Securities Act of 1933.
Merrill Lynch SPS provides evaluations for Medium-Term Notes,

Agency Medium-Term Notes, and Deposit Notes.

Source:

Merrill Lynch Medium-Term Note Trading Desk)

Methodology:

Values are obtained through a trader-generated matrix, which contains
yield spreads for different industry groups as a function of maturity
and credit rating. The 1-month to 1-year maturities are spread off
LIBOR, while longer maturities are spread off the Treasury yield
curve. Additionally, program adjustments are made for issuers that
are in the same industry/maturity/rating categories, yet trade

differently in the marketplace due to variations in liquidity and

1) The Merrill Lynch Government Bond Trading Desk provides updates to
the matrix and the evaluations for Agency Medium-Term Notes.
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investor perceptions. In addition, MTN issues that have been assigned
a ML Ticker will receive an additional adjustment based on the
trader’s evaluation relative to the current market. The Merrill Lynch

MTN Trading Desk supplies these trading differences.

Frequency/Timing;

Daily; 3:00 p.m.

Price Flag:

9-Medium-Term Note or Deposit Note valued to maturity or to call.

Settlement:

Medium-Term Notes settle in 3 business days.

a-12. Floating Rate Medium-Term Notes (FRMTN)

Description:

Continuously offered debt securities whose payments of interest are
dependent upon (“float” against) an underlying index such as T-Bill,

LIBOR and Commercial Paper.

We provide evaluations for FRMTNs indexed off the following

indices:
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IM CP(One month Commercial Paper)  TM T-Bill{One month Treasury Bill)

3M (P(Three month Commercial Paper)  3M T-Bill(Three month Treasury Bill)

6M (P(Six month Commercial Paper) 6M T-Bill(Six month Treasury Bill)

12M (P(Twelve month Commercial Paper) TYR T-Bill(One year Treasury Bill)

IM LIBOR(Ore month LIBOR) 2YR CMI(Two year Constant Maturity Treasury)
3M LIBOR(Three month LIBOR) 10YR QMI{(Ten year Constant Maturity Treasury)
6M LIBOR(Six month LIBOR)

12M LIBOR(Twelve month LIBOR)

Fed Funds

Source:

MLSPS Pricing Model based upon ML trader input.

Methodology:
MLSPS receives daily trader input, maintains an indicative database

and uses a model to compute FRMTN prices.

Trader Input: Each market day, Merrill Lynch MTN traders provide
MLSPS with issuer specific spreads.

In addition, the Merrill Lynch Swap Desk provides swap spreads.

Indicative Data: MLSPS maintains FRMTN databases with data

received from the trading desk.

FRMTN Pricing Model: In evaluating FRMTNs, MLSPS uses a
measurement called the Discount Margin. This is the margin over the
underlying index, which determines the yield of a bond. The discount

margin depends on payment frequency of resetting coupon, rating,
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coupon, rating, maturity, term of index, call features forward index,

swap spread and security specific risk.

The yield we obtain is then used to discount the cashflows to

calculate price.

Frequency/Timing;

Daily; 3:00 p.m.

Price Flag:

F-Floating Rate MTNs priced to worst.

Settlement:

Floating Rate Medium-Term Notes settle in 3 business days.

a-13. Private Placements I -Corporates

Description:

Bonds offered for sale to institutional investors through private
negotiations, as opposed to the securities being offered publicly. Such

placements are exempt from 1933 Act registration.
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Source:

MLSPS

Methodology:

Market sectors are developed by industry, quality, coupon and
maturity with the Secondary Trading Desk. Daily matrix values are
developed by utilizing yield spreads for the different market sectors.
Single B ratings by S&P and/or Moody’s are the lowest rated bonds
MLSPS will price.

Frequency/Timing;

Daily; 3:00 p.m.
Price Flags:
S-To average Life

M-To Maturity

Settlement:

Private Placements settle in 3 business days.

a-14. Private Placements IT-Corporates
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Description:

Bonds offered for sale to institutional investors through private
negotiations, as opposed to the securities being offered publicly. Such

placements are exempt from 1993 Act registration.

Source:

MLSPS based on ML secondary trader input.

Methodology:

MLSPS values private placements thorough a model that utilizes
Merrill Lynch trader provided yields. The model values issues by
industry sectors (Industrial, Financial, Utility, Canadian, Government
guaranteed, Yankee, and Pipeline). Quality ratings range from AAA to
B, but it can also accommodate lower ratings. Alternative and

customized methodologies handle non-standard issues such as ESOPs.

The model calculates price and duration on a discounted cashflow
(DCF) basis using all cashflows remaining to maturity, after the
pricing date, in the sinking fund schedule. For callable bonds, the
crossover yield is used to determine which yield will be lower
between the DCF and the yield to next call (YTC). The price

corresponding to the lower yield is reported.

Frequency/Timing;

Monthly; Close of Business.
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Price Flags:

S-To Average Life

M-To Maturity

Settlement:
Private Placements settle in 3 business days.

Note: Evaluations from this model are not currently available through
our normal delivery procedures. However, the evaluations can be

delivered to you through hard copy, 34 diskettes, fax, or FIP.

a-15. Canadion Dollar Denominated Bonds

Description:

Canadian Dollar Denominated Bonds

Source:

Merrill Lynch Trading Desk in Canada.

Methodology:

Merrill Lynch’s traders provide values by hand pricing these

securities.
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Please note: these evaluations are stated in Canadian dollars.

Frequency/Timing;

Daily; 3:00 p.m.

Price Flag:

W-Evaluation denominated in Canadian dollars.

Settlement:

Canadian Dollar Denominated Bonds settle in 3 business days.

b. MORTGAGE-BACKED SECURITIES

b-1. Small Business Administration Loans (SBAs)

Description:

These securities are created when loans made by the Small Business
Administration are pooled together, and the resulting securities are
sold to investors. Either the originator, or (more frequently) a
servicing organization, collects payments and passes through the
principal and interest, less servicing and other fees, to security

holders. The timely payment of the interest and principal of these
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securities is backed by the Small Business Administration, an agency
of the US. government. Daycount convention for these securities is

Actual Days / 360 day year.

There are two types of SBA pools-fixed rate and variable. Prime rate
is the most commonly used index for variable rate pools. The interest
rate for variable rate SBA pools is determined by the particular reset

formula specific to each pool.

Source:

Proprietary Merrill Lynch SPS pricing models supported by Merrill

Lynch trader generic issue quotations.

Methodology:

The pricing methodology receives daily trader input, maintains an
indicative database and uses different models for fixed and variable

rates.

Trader input: SBA traders provide benchmark prices for SBAs for
different maturities and coupons. We reverse engineer these prices to
compute yield. We then establish relationships between yield, coupon,
weighted average life, and the ratio of prime rate to treasury swap

spreads.

Indicative Data: MLSPS maintains our SBA databases with the data
received directly from the paying agent, Colson Services Corporation,

on a monthly basis.
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SBA Pricing Model: The key SBA pricing model parameters are
interest rate, lifetime interest rate cap and adjustment frequency, pool
demographics (ratio of the number of loans outstanding/original
number of loans regressed against pool prepayment data), average
life, and Treasury yield environment. Prepayment speed is generated
using historical prepayment data, maturity, and pool demographics.
Using prepayment speed, cashflows are then generated. We discount
these cashflows at the yield computed by the model, from which

price is then calculated

Frequency/Timing;

Daily; 3:15 p.m.

Price Flag:

6-Small Business Administration Loans valued to maturity.

Settlement:

Small Business Administration Loans settle in 3 business days

b-2. Adjustable Rate Mortgages (ARMS)

Description:

Adjustable Rate Mortgages are mortgage loans with interest rates
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periodically reset to a basis point spread off of an index determined
at issuance. SPS provides pool specific evaluations for all Agency
ARMs (FHLMC, FNMA, and GNMA) spread off the following
indices: 11" District Cost of Funds Index, Monthly Median National
Cost of Funds Index, one, three, and five year Constant Maturity

Treasury, six month Treasury Bills, six month LIBOR, and Prime.

Source:

MLSPS Pricing Model based upon Merrill Lynch trader input.

Methodology:

SPS receives daily trader input, maintains an indicative database and

uses a model to compute pool specific prices.

(1) Trader Input: Each market day, Merrill Lynch ARMs traders
provide current TBA prices. Bond Equivalent Effective Margins
(BEEMs) are reverse engineered from these prices. The trading
desk also provides adjustments to the BEEMs to account for
factors such as teaser coupons, life caps, convertibility, and

adjustment frequencies.

(2) Indicative Data: Merrill Lynch maintains these databases with data

received directly from the agencies.

(3) ARMs Pricing Model: The ARMs model uses 40 parameters,
including: index, net coupon, margin, life cap, period -cap,

adjustment frequency, roll date, settlement date, and convertibility.
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Index values are real time. The model then determines BEEM and

CPR, and computes the price using the following calculators:

BEEM Calculators: Based on current market conditions and pool
specific indicative data, BEEM is derived using proprietary
methodologies. CPR Calculator: CPR is derived from algorithms
using historical prepayment data for our indicative database,

weighted by market tone as determined by Merrill Lynch traders.

Cashflow Generator: The model then generates cashflows based
upon the parameters mentioned above, and CPR. It then uses the

yield (BEEN + Index value) to discount these cashflows

Frequency/Timing;

Daily; 3 p.m.

Price Flag:

Q-Adjustable Rate Mortgage.

Settlement:

Adjustable Rare Mortgages settle in 3 business days.

b-3. Mortgage-Backed Securities Passthroughs
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Description:

Individual mortgage loans, which meet underwriting guidelines, are
pooled together and securitized by FHLMC, FNMA, and GNMA. The
weighted average maturity and coupon of a given pool is the product
of the disparate maturities and interest rates of the underlying loans.
These pools are known as passthrough securities because the interest
and principal payments made by the individual loans flow through to

the investor owning the security.

Source:

MLSPS Mortgaged-Backed Securities Pricing Model bases upon ML
trader and MLSPS client input.

Methodology:

Current Settlement:

MLSPS offers four levels of pricing: seasoned (S5), moderately
seasoned (M), TBA, also known as unseasoned (U), and pool specific.
The TBA or SMU prices are delivered using MLSPS assigned CUSIPs.
Please refer to “Mortgage-Backed Securities Base CUSIP Table” book.

(1) Trader input: Merrill Lynch MBS traders provide up to eight
production year pay-ups for various collateral types, coupons and
agencies. These prices are used as the basis for building our

matrix methodology.
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(2)

(3)
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Indicative data is provided directly from FHLMC, FNMA, and
GNMA.

Mortgage Pricing Model: Trader pay-ups are reverse engineered to
determine spreads by production year wusing Merrill Lynch
Mortgage Research prepayment forecasts. These spreads are then
adjusted for various production year pay-ups, which are not
supplied by the desk. This gives MLSPS all the necessary
production year pay-ups for all pool specific seasoning. In
addition, MLSPS provides generic SMU prices via MLSPS assigned
CUSIPs. At present, MLSPS offers TBA or SUM prices for all
agencies and coupons. MLSPS also provides pool specific prices
for all coupons of single family 30 year, 15 year, 5 and 7 year

balloon mortgages.

Forward Settlement:

Trading desk provides price drops for one month and two months

forward. Prices are then computed from these drops. These issues can

also be accessed through the base CUSIP Table book.

Corporate Settlement:

Mortgage prices are computed by adjusting current settlement prices

for reinvestment at repo rate and prepayment of premium bonds.
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MBS Factor Service:

MLSPS also provides an MBS Factor Service. Factors and factor dates

are provided on a monthly basis.

Frequency/Timing;

Daily; 3:00 p.m.

Price Flags:

G-Unseasoned issue
1-Moderately seasoned issue
N-Seasoned issue

2-settles in 3 days

Forward: settles in 1-2 months, out on pre-assigned basis

Settlement:
Corporate: Settles in 3 business days.
Current: Settles monthly on a pre-assighed date.

Forward: Settles 1 or 2 months out on a pre-assigned date.

¢. COLLATERALIZED MORTGAGE OBLIGATIONS
ASSET-BACKED SECURITIES

AND
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c-1. Collateralized Mortgage Obligations (CMOs)

Description:

Collateralized Mortgage Obligations are created from a combination of
mortgage pools. Agency CMOs are comprised of mortgage pools that
conform to FHLMC, FENMA, or GNMA guidelines. Whole Loan
CMOs are comprised of mortgage pools that do not conform to the
agency guidelines. Each CMO deal is structured to meet investor
demand under them-current market conditions, and are comprised of
multiple characteristics, or tranches. The type of tranche will
determine the demand on the principal and interest passed through
from the mortgages comprising the deal’s collateral. Some different
types of CMOs are planned amortization classes (PACs), targeted

amortization classes (TACs), accruals, and sequentials.
MLSPS provides evaluations for the following types of CMOs:

PACs, TACs, Zs, ADs, Sequentials, Supports, 10/POs, Floaters, and
PTs.

CMO Factor Service:

MLSPS also provides a CMO Factor Service. Bond factors and factor

dates are updated on a monthly basis.

Source:

MLSPS Pricing Models are based upon market benchmarks derived
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from the Merrill Lynch trading desk, Merrill Lynch mortgage
research, MLSPS clients, and other security industry sources. Merrill
Lynch Mortgage Research provides the indicative data that allows us

to run cash flows and generate prices and yields.

Methodology:

The pricing models combine price data and collateral and bond
information in order to determine speed and spread. Prepayment
speed levels and their variability are determined from a set of expert
system rules which take into account current prepayment forecasts,
agency or issuer, collateral type and seasoning, collateral coupon and
historical payments. Spreads (or discount margins for floaters) are
adjusted from base bond type levels by such factors as bond coupon,
collateral type, collateral coupon, time to maturity, average life
volatility, collateral seasoning and lockout. Prices are then calculated
from the adjusted speeds and spreads by applying the proper
benchmark Treasury.

Models are calibrated from a set of benchmarks that capture the
above-mentioned aspects of the CMO market. These benchmarks are

actively monitored and updated.

MLSPS will continue to price “paid-up” CMOs for 90 days after
they’ve been paid-in-full.

Frequency/Timing;

Daily; 3:00 p.m.
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Price Flag:

8-Tranche valued to average life.

Settlement:

Collateralized Mortgage Obligations settle in 3 business days.

c-2. Asset-Backed Securities (ABS)

Description:

Asset-Backed Securities are created when financial assets are pooled
together and securitized. Cash flows form the assets may be either
directly passed through or reconstructed to create securities with

tranches of differing maturities.

MLSPS provides evaluations for the following types of Asset-Backed
Securities: Automobile Loans, Credit Card Receivables, Manufactured

Housing Loans, Recreational Vehicle Loans, and Home Equity Loans.

ABS Factor Service:

Merrill Lynch SPS also provides an ABS Factor Service. Factors and

factor dates are provided on a monthly basis.
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Source:

Merrill Lynch Asset-Backed Securities Trading Desk and Merrill Lynch
Asset-Backed Pricing Model.

Methodology:

Each ABS deal is modeled explaining the deal structure. The trustee

provides information about actual prepayment of the collateral. ABS

are priced on an issue specific basis. The price is computed using

spread or discount margin over an index, weighted by a prepayment

speed.

(1) Trader Input:

1.

.

Merrill Lynch ABS Traders determine the spread or discount
margin taking into account the liquidity in the market, the
issue’s collateral and seasoning, average life and structural
features of the specific issue, and credit enhancement type and

amount.

The prepayment speed is determined by the type of ABS,
collateral, coupon and seasoning, characteristics of the
borrowers, terms of the loans in the pool, and deal specific

historical prepayment data.

(2) Merrill Lynch Asset-Backed Securities Pricing Model: Cashflows are

generated based upon indicative data and the prepayment speed

determined by the trader. The spread or discount margin is added

to the corresponding benchmark to obtain a yield. Cashflows are

then discounted at this yield to calculate price.
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Frequency/Timing;

Daily; 3 p.m.

Price Flag:

7-Asset-Backed Security valued to average life.

Settlement:

Asset-Backed Securities settle in 3 business days.

d. EQUITIES

d-1. Listed U.S. Dollar Equities

Description:

Common and preferred stocks, ADRs, warrants, units, rights, and

closed end funds trading on the major US. exchanges. Open end
mutual funds are provided by NASDAQ, NSCC, and the Merrill
Lynch Mutual Fund Group.

Source:

The Exchanges.
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Methodology:

MLSPS delivers a closing, exchange specific price for the 4:30 p.m.
clients. Evening clients receive a composite price, which is calculated
from actual trades in all exchanges. The composite price is made up

using the following:

High  The highest price of any domestic exchange (primary or

regional)

Low  The lowest price of any domestic exchange (primary or

regional)
Open  The opening price of the primary exchange

Close The latest trade of any domestic exchange (primary or

regional)

MLSPS has daily feeds for the following exchanges:
New York Stock Exchange

American Stock Exchange

Midwest Stock Exchange

Pacific Coast Stock Exchange

Boston Stock Exchange

Cincinnati Stock Exchange

Philadelphia Stock Exchange

NASDAQ and NASDAQ Bulletin Board
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Frequency/Timing;

Daily; 4:15p.m. close for 4:30 p.m. delivery clients

Composite close for evening delivery clients

Price Flags:
A-Untraded, Ask only

B-Untraded, Bid only

E-Untraded, Previous close when issues do not trade on the current

day and no bid is available from an exchange
L-Last Trade
Settlement:

Listed U.S. Dollar Equities settle in 3 business days.

d-2. Non-listed U.S. Dollar Equities

Description:

Non-listed equities are priced by the Secondary Market through the
National Quotation Bureau (NQB). Non-listed ADRs and preferred
stocks are updated by the Merrill Lynch Trading Desk.
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Methodology:

MLSPS delivers the Bid price for external customers.

Source:

Through a marketing relationship with NOB for non-listed equities.
The Merrill Lynch trading desk provides evaluations on ADRs and

preferred stocks.

Frequency/Timing;

Daily; 4:30 p.m.; Evening Delivery

Preferred stocks are evaluated monthly

Price Flags:

B-Untraded, Bid price only

E-Untraded, previous close when issues do not trade on the current

day and no bid is available from an exchange

d-3. Listed Canadian Dollar Equities

Description:

Common and preferred stocks, warrants, units, and rights trading on

the major Canadian exchanges.
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Source:

The Exchanges.

Methodology:

MLSPS delivers a closing, exchange specific price for the 4:30 p.m.

and evening clients.

MLSPS has daily feeds for the following exchanges:
Alberta Stock Exchange

Toronto Stock Exchange

Montreal Stock Exchange

Vancouver Stock Exchange

Frequency/Timing;

Daily; 4:15 p.m. close for 4:30 p.m. delivery clients

Closing price for evening delivery clients

Price Flags:

C-Closing price for Canadian issues only
H-Bid price for Canadian issues only

E-Untraded, previous close when issues do not trade on the current

day and no bid is available from an exchange.
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d-4. Dividendy/Earnings

Dividends

Description:

Comprehensive dividend information is available for both cash and

stock dividends.

Indicated Annual Dividend (IAD) is computed from actual reported
dividends over the most recent 12-month period. All extra, special

dividends and capital gains are excluded from the calculation.

In addition to IAD, this service also provides information on

Dividend types, Dividend Dates, and stock split information.

Source:

Standard & Poor’s Corporation

Frequency/Timing;

Dividend information is provided to clients by the date of last run.
That is, all dividend information we receive (new, revised or
updated) between the last date of a client's output and the date of
the current output will be included. Dividend information is included

if the stock price is unavailable.
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Earnings

Description:

MLSPS provides the latest Earnings per share for stocks as well as

shares outstanding for common and preferred stocks.

Source:

Standard & Poor’s Corporation

e. OPTIONS

e-1. Listed Options

Description:

An option is a right, but not an obligation, to buy or sell an

underlying security at a fixed price prior to a specific date.

MLSPS provides evaluations on Listed Options including Equity,

Index, Currency, and Long-Term Options.

In addition to the exchange quote, MLSPS also provides detailed
information on the option (i.e., strike price, expirations, etc.) as well

as underlying security information, including price.
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Source:

MLSPS: receives daily feeds from the following exchanges:
« American Options Exchange

+ Chicago Board of Options

« Pacific Options Exchange

« Philadelphia Options Exchange

Methodology:

MLSPS provides closing prices at the end of the day.

Frequency/Timing;

Daily; Last sale

Price Flags:
B-Bid price
L-Last trade price from an exchange

E-Untraded, previous close when issues do not trade on the current

day and no bid is available from an exchange

Settlement:

Listed options settle in 1 business day.
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f. MUNICIPAL BONDS

f-1. Taxable and Tax-exempt

Description:

Tax-exempt and taxable debt obligations of states or local government

entities.

Source:

Through a marketing relationship with Kenny S&P Evaluation
Services, Merrill Lynch offers municipal bond prices for both public

and privately placed securities.

Frequency/Timing;

Daily, Weekly, Mid-month, Calendar and/or Statement Month-End

Price Flags:
M-To Maturity

C-To Call
R-Pre-refunding Data
P-To Par Call

U-To Put
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Settlement:

Municipal Bonds settle in 3 business days.

g. INTERNATIONAL

g-1. International Fixed Income and Equity Securities

Description:

Fixed income and equity securities traded outside the U.S.

Source:

Extel Financial Incorporated, Telekurs (USA), Inc.

Methodology:

Evaluations are obtained from the Exchanges on which an issue
trades or directly from the market makers including valuations from

the International Securities Market Association (ISMA).

Frequency/Timing;

Daily Prices are obtained throughout the day, dependent on the
closing times of the international markets from which they are

obtained.
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Settlement:

Varies according to the local conventions in each country

g-2. International Fixed Income securities

Description:

International Sovereign debt issues, Eurobonds and emerging market

debt instruments.

Source:

Merrill Lynch trading desks (London and New York) and Merrill
Lynch Research.

Methodology:

Merrill Lynch’'s traders provide values by hand pricing securities,
which may be held in inventory, or are considered bellwether issues.
Evaluations can be delivered in either the respective currency or

converted into U.S. Dollars.

Frequency/Timing;

Daily 4 PM delivery or overnight delivery
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Settlement:

Varies according to the local conventions in each country.
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