September 6, 2005


Set out below are provisions that can be added to Novation Confirmations under the 2004 ISDA Novation Definitions that document novations of trades on CDX Indexes containing Reference Entities that have been the subject of a Credit Event, which are referred to as Isolated Entities.  Please note the following:

· These provisions are intended for use where the parties use the Old Confirmation to evidence the New Transaction.  Where the parties are instead restating the New Transaction and referring to a new Annex with a zero weighting for Isolated Entities (in the case of untranched transactions) or referring to the Settled Entity Matrix and such new Annex (in the case of tranched transactions), depending on the particular circumstances, no provisions or different provisions will be required.

· For untranched transactions, if the settlement for an Isolated Entity has not been completed, settlement will take place between the parties to the Old Transaction.

· For tranched transactions, the provisions assume that settlement for all Isolated Entities was completed prior to the novation without use of a CDS Replacement Transaction (i.e., the aggregate Delivered Proportion is one).  If this is not the case, modifications to address the particular circumstances will be required.

· These provisions may be used whether or not Full First Calculation Period is specified.  If there is not a full first calculation period, the information regarding the Event Determination Date for tranched transactions is superfluous.

· For tranched transactions, the Novation Confirmation must specify the Weighted Average Final Price for each Isolated Entity so that the parties to the New Transaction can calculate the Aggregate Recovery Amount and Aggregate Loss Amount.  In addition, if the Event Determination Date occurred in the current fixed amount calculation period, the Novation Confirmation must specify that date so the parties to the New Transaction can calculate the Fixed Amount owing.
Untranched transactions
a.
The following should be inserted after each reference as to whether a Credit Event Notice, Notice of Publicly Available Information or Notice of Physical Settlement has been delivered under the Old Transaction and is deemed delivered under the New Transaction:

Not Applicable

b.
The following should be added as Additional Provisions:
For each Isolated Entity that is a Reference Entity under the Old Transaction, (i) if the Old Confirmation is based on the form published by the Index Sponsor in September 2004, the Component Transaction related to such Isolated Entity is an Isolated Transaction under the terms of the Old Confirmation or (ii) if the Old Confirmation is based on the form published by the Index Sponsor in October 2003, the parties to the Old Transaction agree that, notwithstanding whether such Isolated Entity has been removed from the Index by the Index Sponsor as of the Novation Date, the portion of the Old Transaction relating to such Isolated Entity shall be deemed removed from the Old Confirmation and documented on a stand alone basis as provided in the Old Confirmation.  Accordingly, the New Transaction shall not include, as applicable, any such Isolated Transaction or any such removed portion of the Old Transaction.

“Isolated Entity” means [Collins & Aikman Products Co.]
Tranched transactions 
a.
The following should be inserted after each reference as to whether a Credit Event Notice, Notice of Publicly Available Information or Notice of Physical Settlement has been delivered under the Old Transaction and is deemed delivered under the New Transaction:

Except with respect to any Isolated Entity, Not Applicable

b.
The following should be added as Additional Provisions:

The parties acknowledge and agree that: 
(1)
For all Isolated Entities that are Reference Entities under the Old Transaction, prior to the Novation Date, all Conditions to Settlement have been satisfied, any rebates of Fixed Amounts have been paid and settlement has been completed in accordance with the applicable Settlement Method.

(2)
Below is a list of (i) each Isolated Entity, (ii) the Weighted Average Final Price associated with each Isolated Entity and (iii) unless the Event Determination Date for an Isolated Entity occurred in a Fixed Rate Payer Calculation Period prior to the Fixed Rate Payer Calculation Period in which the Novation Date occurs (a “Prior Period”), the Event Determination Date associated with such Isolated Entity.

	
Isolated Entity
	Weighted Average Final Price
	
Event Determination Date

	[Collins & Aikman Products Co.]
	[43.625]%
	[Prior Period] / [insert date]


(3)
Notwithstanding Section 2 of the Novation Agreement, any rights or liabilities or obligations (including indemnities) arising out of or relating to the settlement of the Isolated Entities shall remain between the Transferor and Remaining Party or Transferor 1 and Transferor 2, as applicable.

	
	
	 


	[New York

 DOCPROPERTY “DocNumber”  #1453630

 DOCPROPERTY “DocVersion”  v5]  
	3
	 


	
	3
	 



