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(Editor's Note: Since assigning preliminary ratings to this transaction on Nov. 2, 2022, the portfolio and deal structure have
changed. These changes are reflected below.)

Preliminary Ratings

Class Preliminary rating(i)
Preliminary amount

(Mil. $)(ii)
Anticipated repayment
dates

Legal final maturity
date

LTV ratio
(%)(iii)

A-1 AA (sf) 182.20 March 2028 March 2053 36.01

A-2 A (sf) 146.70 March 2028 March 2053 65.00

Note: This presale report is based on information as of March 8, 2023. The ratings shown are preliminary. This report does not constitute a
recommendation to buy, hold, or sell securities. Subsequent information may result in the assignment of final ratings that differ from the
preliminary ratings. (i)The ratings do not address post-ARD additional interest. (ii)The class amounts will be sized to investor demand. (iii)The
LTV was calculated using the commercial properties' aggregate appraised value. LTV--Loan to value. ARD--Anticipated repayment date.

Profile

Expected closing March 23, 2023

Collateral One hundred eighty-five commercial real estate properties, including related rents due
under triple-net lease contracts with the properties' tenants

Issuer FIP Master Funding I LLC, FIP Master Funding II LLC, FIP Master Funding III LLC, FIP Master
Funding IV LLC, and FIP Master Funding VI LLC (together, FIP Master Funding), which are all
indirect, wholly owned subsidiaries of Fundamental Income Properties LLC

Property manager, special
servicer, sponsor, and
support provider

Fundamental Income Properties LLC

Backup manager and initial
sub manager

KeyBank N.A. (A-/Stable/A-2)

Indenture trustee and
collateral agent

Citibank N.A. (A+/Stable/A-1)

Custodian U.S. Bank N.A.

Arranger ATLAS SP Securities

Presale:

FIP Master Funding I-IV And VI LLC (Series 2023-1)
March 8, 2023

PRIMARY CREDIT ANALYST

Hoyt Crance

New York

+1 2124381749

hoyt.crance
@spglobal.com

SECONDARY CONTACT

Jie Liang, CFA

New York

+ 1 (212) 438 8654

jie.liang
@spglobal.com

www.spglobal.com March 8, 2023       1

© S&P Global Ratings. All rights reserved. No reprint or dissemination without S&P Global Ratings' permission. See Terms of Use/Disclaimer
on the last page.

2957791

mailto: hoyt.crance@spglobal.com
mailto: hoyt.crance@spglobal.com
mailto: jie.liang@spglobal.com
mailto: jie.liang@spglobal.com


Request for Comment: North American Real Estate Securitizations
Backed By Triple-Net Leases: Methodology And Assumptions

On Jan. 18, 2023, S&P Global Ratings announced its request for comment on its new
proposed criteria framework for rating triple-net or modified triple-net lease-backed
transactions issued in North America. The ratings assigned by S&P Global Ratings to the
notes could change as a result of that review. The nature of any potential rating changes
will depend on the final criteria adopted, as well as our assessment of the transaction. We
cannot provide an estimated implementation date for the proposed criteria at this time. For
more information, see "Request for Comment: North American Real Estate Securitizations
Backed By Triple-Net Leases: Methodology And Assumptions," Jan. 18, 2023.

Rationale

The preliminary ratings assigned to FIP Master Funding I-IV and VI LLC's net lease mortgage notes
series 2023-1 reflect:

- The credit enhancement available in the form of overcollateralization (the aggregate appraised
value minus the aggregate series' principal balance) and subordination for the class A-1;

- The available cushion, as measured by the issuer debt service coverage ratio ([DSCR]; the Year
1 DSCR is expected to be 1.54x);

- Our operational risk assessment regarding Fundamental Income Properties LLC's (FIP's)
property management and special servicing abilities given its short operating history since its
establishment in 2020;

- KeyBank N.A.'s contractual obligations under the property management agreement and
experience as backup manager;

- The projected cash flows supporting the notes; and

- The transaction's legal and payment structures.

FIP Master Funding I-IV and VI LLC's series 2023-1 is the first transaction issued out of the master
trust and the first transaction originated by FIP. The collateral will be shared between series
2023-1 and any future series issued.

Environmental, Social, And Governance (ESG) Factors

Our rating analysis considered the potential exposure of the transaction to ESG credit factors. In
our view, the exposure to ESG credit factors in this transaction is in line with that of other
transactions in the sector. Our ESG sector benchmark for triple-net securitizations consists of a
pool of triple-net leases secured by revenue generating properties. Triple-net leases require
tenants to pay all maintenance, taxes, and insurance on their properties.

Exposure to environmental credit factors is a moderately negative credit consideration.
Environmental risks can have serious and material effects on the value of real estate and,
consequently, the credit quality of rated transactions. The collateral pool's diversity by geography
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and number of properties may partially mitigate this risk.

We view the transaction's exposure to social credit factors as neutral, similar to that of other
diversified single-tenant triple-net lease securitizations. However, disruptions from a labor
shortage or health and safety risks, especially in the largest tenants, could result in payment
fluctuations.

Exposure to governance credit factors is a moderately negative consideration given FIP's relatively
short operating history. Nonetheless, structured finance transactions generally have strong
governance frameworks through, for example, the generally very tight restrictions on what
activities the special-purpose entity can undertake compared to other entities. In our view, a
tenant's failure to comply with covenants to maintain the condition of a building or maintain
appropriate insurance coverage could increase governance risks.

Key Rating Considerations

In our view, the transaction's strengths include the following:

- The portfolio benefits from a diverse geographic footprint across 30 states and a tenant base in
multiple industry groups.

- Of the initial collateral pool (by appraisal value), 100% consists of triple-net leases, which
require the tenants to pay all maintenance, taxes, and insurance on the properties.

- The majority (86.46%) of the properties are subject to master leases, each encapsulating
multiple properties within a single contract, which may reduce the probability of default caused
by individual property's performance weakness.

- The properties generally possess good unit-level profitability and have a non-zero weighted
average unit fixed-charge coverage ratio (FCCR) of approximately 5.29x.

- The portfolio has a weighted average remaining lease term of 210 months (roughly 17.5 years),
which is higher than that of most peer transactions.

- The securitization structure includes the property manager, the backup manager, and the
indenture trustee's obligation to make interest and property protection advances to the extent
deemed recoverable.

- The properties have clean environmental Phase I and Phase II results.

- The performance tests include early amortization and a DSCR sweep.

- The level of scheduled principal amortization before the anticipated repayment date (ARD) is
moderate.

- The class A notes will receive additional principal payments once interest, principal,
make-whole amounts, and interest carry-forward amounts have been paid to all notes.

Despite the strengths outlined above, we believe that the following limitations, taken as a whole,
weigh against assigning this transaction a preliminary rating above 'AA (sf)':

- FIP's short operating history since 2020 despite the industry experience of the management
team. Its managed portfolio has expanded significantly since inception, and most--if not all--of
the properties in the managed portfolio have not been exposed to the need for special servicing.
In addition, FIP's existing funding sources rely heavily on the initial equity seeding and a
warehouse facility line.
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- The entire collateral pool is leased to either unrated or speculative-grade tenants.

- Approximately 43.30% of the collateral portfolio is leased to the five largest tenants, the
performance of which may affect the issuer's lease income.

- The time needed to find replacement tenants when leases expire or terminate may reduce cash
flows.

- The notes are not fully amortizing and are subject to a balloon payment at the anticipated
repayment date. This poses refinancing risk as well as the risk that the issuer has to liquidate a
large portion of the collateral to make the balloon payment and rely on the condition of the real
estate market at that time.

- Many of the tenants operate multiple properties, and a general non-performance or
deterioration of one operator may cause adverse effects on the transaction's performance.

- The largest industry group in the portfolio is automotive repair and maintenance stores, which
constitute approximately 22.67% of the collateral pool (by appraisal value).

- The senior class A release event assumes an instantaneous liquidation of up to 40.0% of the
initial collateral value, though the property managers may not be able to liquidate properties
instantaneously at the expected price. As such, there is market risk associated with the senior
class A release event.

The following factors partially mitigate the transaction's weaknesses:

- FIP's management team has substantial industry experience in investing in and managing net
lease real estate properties.

- The transaction is supported by KeyBank's contractual obligations under the property
management agreement as the back-up manager and its track record in managing commercial
real estate properties.

- FIP's net-lease strategy mainly focuses on revenue-generating real estate with long-term lease
contracts, which should help reduce the risk of lease rate decline and tenant replacement.

- Transaction documents restrict the property manager to actively add or substitute properties
subject to several property concentrations by appraised value. This ensures that the portfolio's
industry concentration, among other metrics, is maintained over the transaction's life.

- The transaction has an integrated waterfall, whereby all collections received--including rent,
property liquidation proceeds, and short-term interest from temporary investments--are held
in one collection account. All collections received can be used to pay senior fees and interest on
the bonds. Because our rating analysis looks for timely interest and ultimate principal paid to
noteholders, the availability of all cash collections to cover timely interest payments could be a
mitigating factor to liquidity stress in the short term.

- If the monthly DSCR drops below a threshold of 1.25x, this transaction has trigger mechanisms
designed to trap excess cash into a debt service account. The transaction will trigger early
amortization if the three-month average DSCR subsequently breaches a lower threshold of
1.15x. These triggers are typically curable if the DSCR exceeds the given threshold for three
consecutive periods. These mechanisms protect the noteholders by ensuring no cash is leaked
out to equity holders when rent collections are diminished. The DSCR at closing will be 1.54x.

- The property manager can make advances to cover principal and interest on the notes, under
certain circumstances. However, we do not give explicit credit to this in our cash flow analysis.

- The backup manager and indenture trustee are obligated to make principal and interest
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advances, under certain conditions, to the extent the property manager and special servicer are
unable to do so.

- The properties' general design may accommodate various business types and allows for greater
flexibility to replace outgoing tenants. If there are enough similarities between the incoming
and outgoing tenants, the timeframe needed to retrofit the property may be significantly
reduced.

- For each property, an environmental site assessment was completed, which revealed no
material adverse environmental conditions on the properties; the typical lease includes
indemnifications by the tenant relating to various liabilities at the properties, including
potential environmental conditions.

Industry Characteristics: Sector Outlook

In its baseline economic scenario, S&P Global Ratings forecasts U.S. full-year GDP growth of
1.80% for 2022 and negative 0.10% in 2023. The main drivers for weaker-than-expected growth
this year are continued supply-chain disruptions (exacerbated by the longer-than-expected
Russia-Ukraine conflict), higher prices (particularly for food and energy), and a much more
aggressive Federal Reserve (Fed) policy to fight inflationary pressures. Our current base-case
estimate for the federal funds rate is that it peaks at 5.00%-5.25% by the second quarter of 2023.

While S&P Global Ratings expects a shallow recession (a soft landing); this does not exclude the
possibility that a much harder landing could occur if the economy continues to deteriorate,
demand softens, and the Fed continues to raise interest rates as promised. If high inflation
persists, the Fed may need to raise rates higher than we expect and maintain them at elevated
levels for longer, which could increase the chance of a steeper recession and higher
unemployment.

For the S&P Global Ratings-rated triple-net lease retail transactions, 2022 operating results were
mostly positive. DSCRs were generally stable and in some cases improved year-over-year. The
impact of the high inflationary environment on the collateral pools is partially mitigated by
contractual rent escalators in the leases, some pegged to the Consumer Price Index (CPI), and the
requirement for the tenant to pay all operating and maintenance expenses. However, some retail
tenants may have experienced weakened performance as persistent inflation continued to
pressure consumers to cut back on discretionary spending, and brick-and-mortar stores face
increasing competition from online merchants. Conversely, non-discretionary retail tenants and
certain low-cost operators--such as supermarkets, discount stores, and quick-service
restaurants--are expected to better withstand potential downturns. Currently, S&P Global Ratings
forecasts that consumer spending growth will slow to 0.80% in 2023 compared to 2.75% in 2022.
Though still positive, this could create challenges for the retail industry and the economy as a
whole.

In addition, elevated interest rates could drive steeper property value declines. We expect
capitalization rates to widen more for assets with weaker growth prospects, such as certain retail
properties. However, properties with long-term leases are less exposed to mark-to-market risk.

Business Description: FIP

At founding in 2020, FIP was capitalized by an investment from Brookfield Asset Management Inc.
As of Feb. 1, 2023, FIP had 22 employees and more than $1.1 billion in assets under management.
FIP seeks to invest in long-term leases that are revenue generating for the tenant's operations,
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providing FIP with predictable cash flows and long-term investment value. FIP's underwriting
process has three main components: 1) assessing each tenant's corporate credit risk, 2)
assessing the importance of the property to the tenant, and 3) valuing the underlying real estate.
To assess a tenant's corporate credit risk, FIP will complete an operator assessment, industry
analysis, and fundamental credit analysis of the tenant. While evaluating the operational
importance of a property to a tenant, FIP reviews unit-level economics and potential downside
scenarios. Lastly, FIP will compare a proposed investment amount and rent relative to a property's
replacement cost, comparable market transactions, and dark value to determine the underlying
value of the real estate.

Transaction Structure

On or before the series 2023-1 closing date, all of the limited liability company interests in each of
FIP Master Funding I-IV and VI LLC will be transferred from FIP Acquisitions LLC to FIP
Acquisitions I LLC, which is a direct wholly owned subsidiary of FIP, the transaction's property
manager, special servicer, sponsor, and support provider. The issuers are bankruptcy-remote
special-purpose entities (SPEs) that can, at a future date, issue additional series of notes secured
by the entire collateral pool. The series 2023-1 notes is the first and, at the time of issuance, only
issuance for the master trust.

Chart 1
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Transaction Comparison

Table 1 shows a comparison of this and other recent triple-net lease transactions.

Table 1

Transaction Comparison(i)

FI
2023-1

SVC
2023-1

CARS-DB4,
L.P. (Series

2022-1)

Oak Street
(Series

2021-2)
CMFT

2021-1

STORE
Master

Funding
I-VII, XIV

(Series
2021-1)

AFN
ABSPROP001

LLC (Series
2021-1)

CARS
MTI-1

L.P.
(Series

2020-1)

NADG NNN
Naperville

L.P.
(Series

2019-1)

Number of
properties

185 308 192 273 170 1160 357 44 136

Lease (%)(ii) 100.0 100.0 99.5 100.0 100.0 100.0 100.0 100.0 100.0

Mortgage
loans (%)

0.0 0.0 0.5 0.0 0.0 0.0 0.0 0.0 0.0

Largest
industry group
concentration
(%)

22.7 35.4 100.0 14.6 21.8 19.8 27.8 100.0 32.8

Largest state
concentration
(%)

10.3 14.4 10.9 14.1 11.3 11.6 19.6 14.0 16.0

Weighted
average
remaining
term (months)

210.0 104.8 143.0 148.0 158.0 146.0 173.0 157.0 120.0

'A' or 'A+'
scenario
default rate
(SDR)

76.7 61.6 57.4 33.7 53.7 72.7 60.7 59.3 66.9

Non-zero
weighted
average FCCR
(x)(iii)

5.3 3.1 8.3 N/A(iv) 4.6 2.8 2.6 2.6 2.9

S&P Global
Ratings' as-is
liquidation
value (%)

61.4 57.7 52.3 45.6 57.4 72.6 63.2 54.8 59.7

S&P Global
Ratings'
weighted
average cap
rates (%)

9.1 8.8 9.2 8.3 8.5 8.9 8.4 9.3 8.5

% investment
grade

0.0 2.4 1.6 73.7 45.3 0.4 0.0 0.7 35.0
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Table 1

Transaction Comparison(i) (cont.)

FI
2023-1

SVC
2023-1

CARS-DB4,
L.P. (Series

2022-1)

Oak Street
(Series

2021-2)
CMFT

2021-1

STORE
Master

Funding
I-VII, XIV

(Series
2021-1)

AFN
ABSPROP001

LLC (Series
2021-1)

CARS
MTI-1

L.P.
(Series

2020-1)

NADG NNN
Naperville

L.P.
(Series

2019-1)

Liquidity
reserve
amount (Mil.
$)(v)

0.0 2/2(ix) 2/2(viii) 1.125/3(vi) 2/4(vii) 0.5 0.0 0.4 0.0

(i)As of the statistical cutoff date for FIP and as of the closing dates for others. (ii)Includes hybrid leases, conversion leases, and mortgage
loans, where applicable. (iii)Weighted average unit FCCR. (iv)Non-zero weighted average FCCR unavailable for the transaction. (v)At closing.
(vi)$1.125 million at closing and $3 million if the DSCR is less than 1.35x. (vii)$2 million at closing, increasing by $100,000 every month between
Months 36 and 56, with a $4 million target thereafter. (viii)A $2 million deposit at closing, with a $2 million target thereafter. (ix)$2.0 million at
closing and will replenish to a target of $2.0 million so long as the class A notes are outstanding and there is neither an early amortization
period in effect nor an indenture event of default that has occured and is continuing. FCCR--Fixed charge coverage ratio as reported in the
offering memorandum. DSCR--Debt service coverage ratio. N/A--Not applicable.

Pool And Structural Characteristics

As of the Feb. 1, 2023, statistical cutoff date, the pool's characteristics are outlined in Table 2.

Table 2

Pool Characteristics

Aggregate collateral
value (Mil. $)

506.00

Aggregate allocated loan
amount (Mil. $)

328.9

Number of properties 185

Number of leases 32

N umber of tenants 29

Avg. collateral value (Mil.
$)

2.74

Range of collateral value
(Mil. $)

0.29-17.82

WA original lease term
(months)

230

WA remaining lease term
(months)

210

Range of original lease
term (months)

178-301

Range of remaining
lease term (months)

152-289

Combined LTV by rating
level

36% for the 'AA (sf)' rated notes and 65% for the 'A (sf)' rated notes

Non-zero WA FCCR (x) 5.3

Issuer DSCR (x)(i) 1.54
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Table 2

Pool Characteristics (cont.)

Lease type Triple-net lease (100.0%)

Property type Service (64.7%), industrial (22.0%) and retail (13.3%)

Top five industry
concentrations

Other automotive repair and maintenance (22.67%), restaurants and other eating places
(13.46%), residential intellectual and developmental disability facilities (8.47%), all other food

manufacturing (6.83%), and supermarkets and other grocery retailers (except convenience
retailers) (5.12%)

Largest five tenants Envirotest Systems Corp. (11.52%), Three Bears Alaska Inc. (10.62%), Learning Services Corp.
(8.47%), Oasis Car Wash (6.51%), and Peter Defries Corp./Dion's Pizza (6.18%)

Largest three state
concentrations

Ohio (10.26%), Wisconsin (9.46%), and Colorado (8.87%)

(i)As of the closing date. WA--Weighted average. LTV--Loan to value. FCCR--Fixed charge coverage ratio. DSCR--Debt service coverage ratio.

Priority Of Payments

Each month, available funds will first be used to pay expenses on the collateral pool in the order of
priority shown in Table 3.

Table 3

Collateral Pool Expense Waterfall

Priority Payment

1 Indenture trustee fee

2 Property manager fee

3 Special servicer fee

4 Back-up manager fee

5 Reimbursement of advances and extraordinary expenses (subject to an annual limit) to the property
managers, special servicers, backup manager, and indenture trustee

6 Issuer expenses, up to the expense cap

7 Reimbursement of extraordinary expenses (subject to an annual limit) to the indenture trustee, the
property managers and special servicers, and any relevant third party not previously paid above, up to
the expense cap

After paying pool expenses, available amounts will be allocated to the series' available amount
below.

Table 4

Allocation Waterfall

Priority Payment

1 Class A note interest in each series

2 Additional class note interest in each series

3 If no early amortization event is in effect, first, class A scheduled principal; second, additional class
scheduled principal; third, allocated unscheduled principal to class A outstanding balance; and fourth,
allocated unscheduled principal to additional class notes outstanding balance
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Table 4

Allocation Waterfall (cont.)

Priority Payment

4 If an early amortization event is in effect, first, pay down class A remaining principal, and second, pay down
additional class notes remaining principal

5 During a DSCR sweep period, pay to DSCR reserve account until it reaches total series principal balance

6 To each series sequentially in alphabetical order, make-whole amounts

7 To each series sequentially in alphabetical order, interest carry-forward amounts on additional class notes

8 If an additional principal shut-off event has not occurred, to each series sequentially, additional principal
payments to class A notes

9 To each series sequentially in alphabetical order, aggregate unpaid and deferred post-ARD additional interest

10 Unpaid issuer expenses

11 Remaining funds to issuers and co-issuers

DSCR--Debt service coverage ratio. ARD--Anticipated repayment date.

The indenture trustee will apply the series' available amounts in the payment priority in Table 5.

Table 5

Series Waterfall

Priority Payment

1 Class A-1 note interest

2 Class A-2 note interest

3 If not in an early amortization period, to class A-1 first the scheduled principal and then, unscheduled
principal. If in an early amortization period or an event of default has occurred and is continuing, all available
funds to pay down the class A-1 principal balance until reduced to zero.

4 If not in an early amortization period, to class A-2 first scheduled principal, and then unscheduled principal. If
in an early amortization period or an event of default has occurred and is continuing, all available funds to pay
down the class A-2 principal balance until reduced to zero.

5 Class A-1 make-whole amounts, if any

6 Class A-2 make-whole amounts, if any

7 Class A-1 additional principal payments

8 Class A-2 additional principal payments

9 Class A-1 post-ARD additional interest and deferred post-ARD additional interest, if any

10 Class A-2 post-ARD additional interest and deferred post-ARD additional interest, if any

11 All remaining funds to the issuers and co-issuers

ARD--Anticipated repayment date.

Additional principal payments

After paying Item 7 in Table 4, the class A notes will be eligible to receive additional principal
payment amounts equal to thirty percent of the remaining available amount. The class A notes will
continue to receive additional principal payments unless the additional principal shut-off event
has occurred. We view the shut-off event as unlikely because it would require all four of the
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following occurrences: 1) three-month rolling average DSCR is greater than or equal to 1.40x, 2)
the largest tenant does not make up more than 10.0% of the appraised value, 3) the top three
tenants do not make up more than 25.0% of the appraised value, and 4) the sponsor has caused
the issuance of an additional series of notes in an amount equal to greater than $300,000,000.

DSCR sweep

If the monthly DSCR level (all collected and available funds divided by the monthly debt service on
the notes) is less than or equal to 1.25x (and an early amortization period is not in effect), a DSCR
sweep period will occur. During this period, the funds remaining after paying Item 3 in Table 4 will
be deposited into the DSCR reserve account. A DSCR sweep period will continue until the monthly
DSCR is greater than 1.25x for three consecutive determination dates or an early amortization
period begins. The issuers will use all funds in the DSCR reserve account as available funds in an
early amortization event.

Early amortization

An early amortization period will take effect if the three-month rolling average DSCR level is less
than or equal to 1.15x, any series of notes has not been fully redeemed by its respective ARD, or an
event of default has occurred. An early amortization period brought on by a low DSCR level will
cure after three consecutive months in which the DSCR level is above 1.15x. As noted in Items 3
and 4 in Table 5, all available funds (after paying expenses and interest) will be paid pro rata to
class A-1 and then class A-2 until their principal balances are reduced to zero.

Advances

The property manager is obligated to make interest or principal advances on the notes if they are
deemed recoverable. The advances are meant to cover any shortfalls resulting from missed lease
payments or property vacancies, as well as any interest and principal shortfalls, in case the notes
will not be paid in full by their final maturity. Principal payments in the post-ARD period (other
than on the final maturity date), make-whole amounts, post-ARD additional interest, and deferred
post-ARD additional interest are all excluded from this requirement. If the property managers fail
to make an advance, the backup manager (and the indenture trustee if the backup manager is not
available) is obligated to make the advance in its place. These requirements for advances are a
form of liquidity for the notes. However, we do not give credit to advances in our cash flow runs.

Senior class A release event

If the class A-1 notes are still outstanding on the September 2038 payment date and an early
amortization period is in effect, and the cumulative defaults between the closing date and
September 2037 exceed 72.5% of the initial collateral value as of the statistical cutoff date, the
property managers will be required to use commercially reasonable efforts to sell properties in an
amount equal to the lesser of 40.0% of the aggregate collateral value and the amount needed to
pay down the remaining and the 'AA (sf)' rated notes.
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S&P Global Ratings' Stress Scenario Assumptions

We believe the risk to the cash flow generated from the portfolio of properties and their associated
leases stems from four major factors:

- Defaults of the initial pool of tenants (the lessees);

- The property managers' ability to re-lease the properties vacated by defaulted lessees to new
tenants and the renewal rate of tenants that reach the end of their leases;

- The lease terms for new tenants (rental rate and term of lease); and

- The liquidation value of those properties that the managers are unable to re-lease and choose
to liquidate.

We utilized the Standard & Poor's CDO Evaluator to determine the default rate of the initial pool of
lessees, based on our ratings on the lessees (or 'B' for unrated lessees), the collateral value of
future lease payments, and the lease term. Under our 'AA' and 'A' stress scenarios, our default
assumptions for the portfolio are 82.9%, 76.7%, respectively (see Table 6 and the chart below).

Table 6

Stress Assumptions

Stress level AA A

Portfolio scenario default rate (%) 82.9 76.7

Post-year 20 cash flow haircut (%) 100.0 0.0

Non-defaulting leases

Lease rate credit upon renewal (%) 80.0 85.0

Liquidation lag time (months) 12 6

Liquidation proceeds (% of initial appraised value) 61.4 61.4

Defaulted leases

Accepted in bankruptcy (%) 10.0 20.0

Defaulted leases rejected in bankruptcy

Rejected defaults re-leased (%) 60.0 70.0

Rejected defaults liquidated (%) 40.0 30.0

Rejected leases--liquidated

Liquidation lag time (months) 24 12

Liquidation proceeds (% of initial appraised value) 20.9 25.0

Rejected leases--re-leased

Re-lease lag (months) 24 12

Re-lease lease rate credit (%) 65.0 70.0
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Chart 2

To determine the various liquidation values assumed above, we estimated the properties' value
using our commercial real estate methodology under three specific circumstances:

- The property is occupied by a tenant that is making full payments under the lease (the leased
value). In determining each property's leased value, we assumed rental income based on the
in-place leases, the appraiser's estimate of market rent, and recent leasing data from the
market. We also applied a vacancy deduction to the potential gross income. We estimated
expenses and expense reimbursements based on information from the appraisals and
comparable properties. These expenses included fixed items such as real estate tax and
insurance, estimated management fees, and variable expenses that were reimbursed in our
income projections. We determined net cash flow after deducting estimated leasing
commissions, tenant improvement expenses, and capital reserves/expenditures, based on
projected lease roll assumptions. We selected direct capitalization rates based on such factors
as appraisal and market cap rates, property performance and tenant strength, and property
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type.

- The property is unoccupied, but it is a viable location that can be used with minor structural
improvements (the dark value). In determining a dark value, we assumed each property was
unoccupied and unencumbered by any leases. Because we viewed this operating performance
decline as temporary, we stabilized the dark properties with income and expense projections,
based on market data and information from the appraisal. We deducted capital items from our
net operating income, including tenant improvements and leasing costs required to lease up
the entire unoccupied space. We then estimated one year of downtime for the lease-up. We
used a stressed capitalization rate for this analysis.

- The property is no longer a viable location for the existing tenant or another related business
and must undergo major construction for alternate use. In these cases, we typically limit the
liquidation value to the land value.

Cash Flow Analysis

To determine whether the available credit support is sufficient to withstand the assumed losses,
we examined various simulated cash flow scenarios. In each scenario, the cumulative effects of
the assumptions we detailed above were four default curves in two default cycles (see Table 7). In
each scenario, the class A notes could pay timely interest and full principal by their rated final
maturity. Despite the property manager's and backup manager's contractual obligation to make
advances on interest payments (if deemed recoverable), no advances were assumed in the cash
flow modeling scenarios.

Table 7

Default Curves

Year Curve 1 (%) Curve 2 (%) Curve 3 (%) Curve 4 (%)

1 40 10 10 15

2 10 10 10 15

3 10 10 10 15

4 10 40 10 15

5 10 10 10 15

6 10 10 10 15

7 10 10 40 10

Cash Flow Sensitivities

Senior class A note sensitivity

We considered the extreme or severe levels of stress commensurate with the 'AA' rating categories
and the related uncertainty for various factors, including whether the properties are located in
secondary or tertiary markets, the ability to garner insurance if certain environmental risks arise,
and our analysis related to the tail risk associated with comparable commercial real estate
portfolios. We considered a stress scenario giving no credit to cash flows after 20 years under the
'AA' categories. Under these stress sensitivity scenarios, the A-1 notes are either fully paid down
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on the senior class A release event date in September 2038 or paid down within a few periods of
the event, depending on the rating scenario. Under our current 'A' stress assumptions, the senior
class A release event is not applicable because the cumulative default until September 2037 does
not exceed the 72.5% threshold provided by the transaction documents. Because the pool's credit
quality could migrate over time, our cash flow modeling results could be different if future
scenario default rate assumptions increase or decrease. If scenario default rates were to increase,
the senior class A release event may be triggered even in the 'A' rating scenarios, and the
post-release collateral may not be sufficient to support the remaining class A notes. Conversely, if
scenario default rates were to decline, the senior class A release event may not be triggered in the
'AA' rating scenarios.

Additional sensitivities

In addition to the stressed scenarios, we performed breakeven tests to provide information about
the transaction's cash flow to the key stress factors discussed above (see Table 8). Transactions
with a lower breakeven will generally be more vulnerable to a downgrade, especially if the actual
stress exceeds the initially calculated breakeven. We ran the following three sensitivities:

Table 8

Liquidity Breakeven Levels

Rating level Curve tested Lifetime rent haircut breakeven (%)(i)

AA 2 0.15

A 2 2.75

(i)Test the maximum sustained rent collection haircut the transaction can withstand over the life of the deal.

We believe the sensitivity results in the table above demonstrate that the transaction has
sufficient resilience and that there is additional cash flow reduction that each tranche can
withstand, above our rating stresses, before downgrade rating migration would be likely. In
addition, we assumed the CPI index to be 0% for the life of the transaction. Some lease contracts
in the portfolio have CPI-linked rent increases, which could provide additional cushion to the
projected cash flows if the current elevated inflation persists.

Events Of Default

Under the issuer's transaction documents, each of the following constitutes an event of default:

- Failure of the issuer to pay note interest on any class of notes;

- Failure of the issuer to pay the outstanding principal balance in full by legal final maturity;

- Any material default in the observance or performance of any material covenant or agreement
that would reasonably be expected to have a material adverse effect for the issuer to timely
satisfy its obligations under the indenture or any other transaction document, which default
shall continue unremedied for a period of 30 days or required by at least 25.0% of aggregate
noteholders to be remedied;

- Any monetary default by the issuer under the transaction documents, uncured under such
documents or continued for five business days if no defined cure period;

- Any material default in the observance or performance of any non-monetary covenant or
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agreement, which continues unremedied for a period of 30 days (extendable by another 60
days);

- The impairment of the validity or effectiveness of the indenture or the lien of the mortgages, or
the first priority security interest in the collateral;

- Breach of representations and warranties, unremedied after the grace period; and

- Any events of bankruptcy or insolvency of the issuer.

Legal Structure

The issuers' SPE provisions are expected to be consistent with S&P Global Ratings'
bankruptcy-remoteness criteria. In rating this transaction, S&P Global Ratings will review the
legal matters it believes are relevant to its analysis, as outlined in its criteria.

Related Criteria

- General Criteria: Environmental, Social, And Governance Principles In Credit Ratings, Oct. 10,
2021

- Criteria | Structured Finance | ABS: Advance Notice Of Proposed Criteria Change: North
American Single-Tenant Real Estate Triple-Net Lease-Backed Securities, Sept. 7, 2021

- Criteria | Structured Finance | General: Global Framework For Payment Structure And Cash
Flow Analysis Of Structured Finance Securities, Dec. 22, 2020

- Criteria | Structured Finance | Legal: U.S. Structured Finance Asset Isolation And
Special-Purpose Entity Criteria, May 15, 2019

- Criteria | Structured Finance | General: Counterparty Risk Framework: Methodology And
Assumptions, March 8, 2019

- Criteria | Structured Finance | ABS: Methodology And Assumptions For Rating North American
Single-Tenant Real Estate Triple-Net Lease-Backed Securitizations, March 31, 2016

- Criteria | Structured Finance | General: Global Framework For Assessing Operational Risk In
Structured Finance Transactions, Oct. 9, 2014

- General Criteria: Global Investment Criteria For Temporary Investments In Transaction
Accounts, May 31, 2012

- General Criteria: Principles Of Credit Ratings, Feb. 16, 2011

- Criteria | Structured Finance | General: Methodology For Servicer Risk Assessment, May 28,
2009

Related Research

- Industry Top Trends 2023: Real Estate, Jan. 23, 2023

- Economic Outlook U.S. Q4 2022: Teeter Totter, Sept. 26, 2022

- Real Estate Monitor: Negative Rating Bias Grows In The U.S. Real Estate Sector, Sept. 19, 2022
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