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James D.
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Explanation of Responses:

Investment Adviser

*  If the form is filed by more than one reporting person, see Instruction 4(b)(v).

*%  Intentional misstatements or omissions of facts constitute Federal Criminal Violations. See 18 U.S.C. 1001 and 15 U.S.C. 78ff(a).
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Received in exchange for 2,279,636 shares of Prospect Street High Income Portfolio Inc. ("PHY") common stock and 1,006,209 shares of

(1)

stock was $5.13 and the net asset value of HCF's common stock was $13.93.

Prospect Street Income Shares Inc. ("CNN") common stock in connection with the reorganizations of PHY and CNN into the issuer. On
the effective date of the reorganizations, the net asset value of PHY's common stock was $2.62, the net asset value of CNN's common

The amount shown includes shares held by the Highland CDO Opportunity Fund, Ltd. ("CDQO"), (ii) The Canis Major Trust ("Canis

2

HCMLP 401 (k) Plan and (ix) Highland Capital Management L.P. Retirement Plan and Trust (the "Retirement Plan and Trust").

Reporting Owners

Major"), (iii) The Get Good Non-Exempt Trust No. 2("Get Good Non-Exempt"), (iv) Highland Capital Management, L.P. ("HCMLP"),
(v) PCMG Trading Partners XXIII, LP ("PCMG"), (vi) Highland Equity Focus Fund, L.P. ("HEFF"), (vii) the Option Plan, (viii) the
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HCMLP was the investment adviser for PHY and CNN, and is the investment adviser for the issuer. HCMLP maintains the 401(k) Plan,
the Option Plan and the Retirement Plan and Trust for the benefit of its employees. Mr. Dondero is the President of HCMLP and the
trustee of Canis Major, Get Good Non-Exempt, the 401(k) Plan and the Retirement Plan and Trust, as well as a participant in the 401 (k)

(3) Plan and Retirement Plan and Trust. Each of CDO, HEFF and PCMG are controlled by HCMLP. Each of the Option Plan, the 401(k)
Plan and Retirement Plan and Trust expressly disclaims beneficial ownership of the securities reported herein. Each of CDO, HEFF,
PCMG, Canis Major, Get Good Non-Exempt, HCMLP and Mr. Dondero expressly disclaims beneficial ownership of the securities
reported herein, except to the extent of their pecuniary interests therein.

Note: File three copies of this Form, one of which must be manually signed. If space is insufficient, see Instruction 6 for procedure.
Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays
a currently valid OMB number.
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