Sankaty Advisors, LLC T: (617) 516 2700
111 Huntington Avenue F: (617) 516 2710
Boston, MA 02199

Sankaty Advisors

March 16, 2010
Dear Sankaty Credit Opportunities I Investor,

We are pleased to report that COPs I returned 22.9% gross and 15.7% net of all fees and
expenses in 2009. The Fund distributed $35.7 million in December, and this week it will
distribute another $20 million to all Limited Partners, which is approximately 4% of your capital
account. This brings total distributions to all Limited Partners since inception to approximately
$498 million.

Market Review

While the 2009 market rally was broad based, how and when one deployed capital made the
difference between solid and spectacular returns. The credit markets stabilized in 2009, and after
a tough first quarter, the leveraged loan and high yield bond asset classes posted record returns.
The “bottoming” of the economy provided an important fundamental catalyst as it enabled the
market to identify winners and losers. Market technicals were strong throughout the year as
investors plowed into credit from other asset classes, coupled with limited net new supply. What
new issuance there was almost exclusively refinanced and extended existing debt, thus no new
net supply was created.

Positive catalysts for the market included limited new issuance, the emergence of bond-for-loan
take-outs, and reduced default expectations as riskier borrowers secured amend-to-extend loans
and covenant relief. The return of some liquidity to the market improved access to capital, which
led to a moderation in the current default rate.

As we see it, the market and economic data remains paradoxical. While recent WSJ articles have
reported small businesses declining at record pace, economists point to small businesses as the
critical driver of economic growth and employment. On the consumer side, spending continues
its steady recovery, up 3.5% over the last twelve months returning to peak 2008 levels. However,
in February, consumer confidence dropped sharply to its lowest level since April 2009 (17
percentile over the last 43 years). Further compounding the ambiguity of the current economic
backdrop, recent reports indicate stabilizing housing prices, while others show new and existing
home sales hitting all-time lows. On the macro side, markets continue to punish the Euro for the
budget problems of some of its smallest economies, while they now favor the dollar in spite of
the fact that some of the U.S.’s largest states face unprecedented budget shortfalls exacerbating
record federal deficits.

What we do know is that these market dichotomies often lead to pockets of both opportunities
and challenges. With the vast majority of the remaining capital invested in middle market credits,



our portfolio companies have been faced with a dramatic pullback in available senior lending.
We have viewed this as an opportunity to support certain portfolio companies that need financing
to support significant growth prospects.

Portfolio Review

The Fund’s remaining liquid, structured and mezzanine investments delivered strong
performance in 2009. Loans, bonds and CDS returned over 80% gross during the year, while the
default driven assets generated over 9%. We have provided a detailed source of returns for the
year below.

COPs | 2009 Returns Decomposition
Return
Avg SM Multiple of Contribution (ROA
Asset Class Invested Return ROA Equity x Mult of Equity)
Long Credit Assets:
Loans $13.8 $8.2 58.9% 0.1x 3.2%
Bonds $18.7 $25.4 135.9% 0.1x 10.1%
Long CDS $8.7 $1.3 15.1% 0.0x 0.5%
Subtotal: Long Credit Assets $41.2 $34.8 84.5% 0.2x 13.9%
Default Driven Assets
Mezzanine and Equity $128.1 $9.9 7.7% 0.5x 3.9%
Structured 581.3 59.9 12.2% 0.3x 3.9%
Subtotal: Default Driven Assets $209.3 $19.8 9.4% 0.8x 7.9%
Cushion Assets:
Short CDS - - N/A N/A N/A
Cash $51.7 $0.1 0.3% 0.2x 0.1%
Gross Total $302.2 $54.7 21.8%
Less Interest and FX and other adjustments 52.8 1.1%
Gross Total net of Interest and FX $57.5 22.9%

The majority of COPs I’s remaining portfolio is middle market mezzanine investments, and our
team has been actively involved as board members and in some cases, lead sponsor, in driving
growth and cost saving initiatives as well as vetting acquisition opportunities. The Fund’s largest
holding and one of its biggest winners, Mountain City Meat, experienced strong EBITDA
growth in 2009 as a result of new agreements with Wal-Mart and Sam’s Club. With its pending
new business wins, Harvest Time expects 30% growth in the upcoming year. Despite the
challenging freight environment, Dawes continued to strengthen its market position during 2009
both by organically adding new customers and completing the acquisition of Bullet
Transportation, which delivered immediate synergies. As the portfolio matures, we anticipate a
number of events in 2010, including two potential exits through companies being sold and a
refinancing from a pending IPO.



Within the structured portfolio, a number of positions mature in 2010 and early 2011, including
Plum Island III this June and Beach Street III next April. Chatham Light II is currently making
equity distributions and its portfolio is benefitting from pay downs. The marks on the structured
holdings significantly improved during the third and fourth quarters based on decreasing defaults
and improving recoveries with additional upside remaining.

The performance of the Fund’s loans and bonds exceeded that of its benchmarks during 2009 as
highlighted in the table below. In the interest of harvesting gains, we anticipate exiting a number
of the positions in 2010. We expect the biggest winner for 2009, Manchester United, to be paid
down through a refinancing or sale of the business. Sensata is another holding we plan to either
partially or fully exit at a gain given the recent IPO. Finally, we began to sell our $11 million
position in Brenntag in the fourth quarter as we believe the value of the pending IPO was already
integrated into the price, and we will look to completely exit that position in 2010.

2008 COPs | Liquid Credit Performance
Loans Bonds

us Returns % Portfolio Returns % Portfolio
Sankaty 58.9% 42.6% 124.7% 16.7%
Index 51.6% 58.9%
Europe
Sankaty 0.0% 0.0% 140.4% 40.8%
Index 48.5% 67.4%
Total
Sankaty 58.9% 42.6% 135.9% 57.4%

Qutlook

The focus for COPs I in 2010 is to maximize returns on the mezzanine and structured portfolios.
We are currently holding a cash reserve to protect against any downdraft in the somewhat less
liquid loan portfolio. We will continue to distribute proceeds as we exit the remaining positions.

Attached is a snapshot of the current portfolio and our positioning. As always, we are available
to discuss any of this information or answer any questions you may have. Please feel free to
contact Kyle Betty (kbetty(@sankaty.com) or Jeff Hawkins (jhawkins(@sankaty.com) directly.

Sincerely,

Sankaty Advisors



‘pupy Aug jo Juswiwwos Jo uonebjqo ou sanjonu Jane] syl o) desa Uy s1oy: ) sanzadsosd weuy Jeeieu) jo uogexpul Auy [ Aue u) 3es J0) s34 1o Bupayo ue Jou 51 Jeye| Syl 'O u.ouss fejueg jo AQy Wic By pue wnpueioway Bupayo
equapyuoy s duysisuned ay) usweaiby diysiouped payw s diysiauped ayp g fjaagua s ul pay) pue ® 5| Uiasay B 1 *auning @43 u) diysiauped syp g PInIYIE og JIM YIIYM d oy jo 51 dy A jo 1ad 1 2oL By ey

OU 34 UED 35BN )

JURCWE S50 WIMLHELL 1B PEPN|IL SOD PRNANIG Uk “KODWKOD SUsURl| 'SO0TSO0 swey wBuls ¢

“apenb yzea jo pus ay) e unesae erdes S UL PR 4SEs Jo 5,57} 03 |enhs fgeeusB o siosinpy Aleyues o) ped 83) Apsuent B 5
a4 ewalieuey ou) pouad By} so) SG0Id 1SN 94 U0 PIEINIIES UISY S8y PUR SsuStxe JP0USd B SB PSENJIU USSY SEY UCNEI0NE ALED U} weiay uohejuasald jo sesoding 1o welaaly dysioupeg pajLT a4 U passnasip se feak [235) 4305 J0) SH0Id 19N JO %0Z 0} [Bnta uojEsofe AuBD B Of pus-Iead |8 pafius o I3UpEd [RisuBD su) Aelsuns ¢

S TSI PRIEIPU SRS
) Wey AEUsiEW Jayip ABL SENSal PUE SBLLGHNG [RASY PARNE S508 SEnsad [l jo sapeld 3q j0u AR pus SLojElIRA puR R o) pelans ae {153 B5aY] pajpl e Ly Sy [eraueUy Aread pappne Syl jo UDREZIRUE S B10)30 PALES SiE DUB BO0Z 'L E 19QWB08(] J0 SE POLELSS B SwmaN (7 Sjoujoe)

aa%) ALe: pUE $asUBdXa '$93) B [0 3 PAIRS J48 SUINGAS 1A FW00U| PUB SPUapWD sHa0dd Jo WaLISaAUE) S1) S10aYad | 8|0y B sE di 4 8y) jo Sw_.__.mn_ Py By o Wnga) Ay jadap synsa ssuewsouad JUSWsaM] SISEq AJMOW B uc payul AEouewoeE Bie swnjay pojsd syl BUMp S|EMWEIPLLM J0 SLoqngLuSs
|eydes o} pajejal ssaol yseo so) psnipe anjes BunsiBag ejebasbbe oy upm sseuped peyu Jo enjes Ewpus sefeiBEe syy Buu Ag 5 & jo anjes ui aBueyo ay) pousd By o g ) je epEw | e e Y & Jo pouad ayl Bunp enpea v aBusy2 3yl uo paseq payNdWOD IR SN SYOUDG §

USE BUIPN[oXa SI8sSE [2}0) UD Paseq S| % 8insoaxg.,

ysed pajpuisas sapnjoul, A TTAS ooy gLl ¥'1828 [endeD sisuped
92'004 %2001 %0'0 %2004 ANk Jo 92} aunsodxy
60/LEZL (suonnquisiq) jsuoyngued 12N Soid 60/0£/60
66525 56523 008 66528 EoL
£'99% £'99% 008 €998 Juio
968 964 008 968 sea1Usg pue uswdinb3 sseuisng IR ALINBE BN ONNs
I1Lg L1 00$ LS sa0seld/lErIBUD
zrls Trls 008 TS sejesauwolbuog %L'T %EL-0L 11l PUBIS| Wnid
8'9ls g'9lg 0°0$ 8918 SUBIPAWISIU] [BIOUEUIS %TE %61-9L |1l PUBIS| Winid
6028 60Z8% 008 6028 ouRRIFPLIRRIE %e'e 1B weyeyD %8'0 sypedsje |
SEPs SErs 00$ S'ers sjaNpoId pood %b's %EZ-0Z 11l PUEIS| Wnid %ZL abeuop,
6'9.8 69.% 00 6'9/3 ouoads Ansnpu| uoN %e'L 0710 li18auls Weeg %E'k Bejuuaig
Asnpur kg ALDE EETIE Janss| %5'L ‘diog fBisug 3w
Sianss| pamanns g dog . LTy s|ielaq onueufg
56523 66528 008 66528 ol %Z'E sisAleig Aveai %L puB|UosiNaq [agex
008 008 008 008 Buo Yp'e s21B0jouyea | JuBINEISaY %TT ey
008 0'0$ 0'0% 008 BOLIBWY YOS %S s 1sanEH %6'T UewsiUNH
5928 5928 008 5978 adoing %SG JuswiaD [EUSURUOD %0y ‘A’ saifolouypa | Blesuss
fa A ¥'EETS 008 7'eeTs EolJaly ULON %6'9 1eapy A1 UiRUNOW %9 palun Jeisayoueyy
Uoibay Ag Janss| | [LTAWnET 1N pund Tanss|
s1anss] aujuezzap § do ] (paunjonyys g zza buipnjoxa) sianss| gl doy
51265 5 Lzes 003 G lees [eloL i 4
1’68 168 0°0% 1’68 Sa0Vsao
LIS OLLS oot oLLg sueo “ALIED PUE $85UAdXD 'S8a) || J0 JaU 2l SWnjal jap ,
g'628 8628 008 2'628 spuog
z8ls z8ls 008 z8ls {z1nUd B olland) finb3 v'o %G's %LS %9'LS %e'E %B'E x8pu| Ueo 1S
6918 698 008 6'9.8 cpRInjangg L0 %9'0b %6'BG %6'85 %E'9 %e'g Xepu| Wdr
BTLLS 6¥LLS 008 6rLLS (laeq aienud) suezze z'0 %E' %592 %G'9T %0'9 %0'9 (SpUBDINIE W) 00S dBS
9’198 9'19$ 008 g1es JuseD 80 6L Wl'Gl %6'ZT %P'S %0'L sdQ Wpa1g Mevues
(@)+(v) (@)-v) SERRRIvRRY T wmay N winjay winjay
it Wit {g) yous (v} Buon opmdadieys o oo ey WMPHNG00Z WIRIDY 19N 60VD (e

(ws$ ur AW) 133HS FONYIVE z4 *SISATTYNY TWOILSILYLS

(6002 ‘L£ s2quiadaq jo se)
AHYWIWNS TYOLLSILYLS
d7 'SAILINNLHOJJO LIg3¥D ALVINYS



