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Securities Exchange Act of 1934
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Date of Report (Date of earliest event reported) � July 1, 2009
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ASSURED GUARANTY LTD.
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(Exact name of registrant as specified in its charter)
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Bermuda 001-32141 98-0429991
(State or other jurisdiction of
incorporation or organization)

(Commission File Number) (I.R.S. Employer Identification No.)
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Assured Guaranty Ltd.

Edgar Filing: ASSURED GUARANTY LTD - Form 8-K

21



30 Woodbourne Avenue
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(Address of principal executive offices)
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Registrant�s telephone number, including area code: (441) 299-9375
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Not applicable
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(Former name or former address, if changed since last report)
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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions (see General Instruction A.2. below):

o    Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o    Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

o    Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

o    Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 1.01 Entry into a Material Definitive Agreement

As previously announced, on November 14, 2008, Assured Guaranty Ltd. (�Assured� orthe �Company�) entered into an agreement (the �Purchase
Agreement�) withDexia Holdings, Inc., a Delaware corporation (�Seller� or �Dexia Holdings�) and Dexia Crédit Local S.A., a French share company
licensed as a bank under French law (�DCL�) pursuant to which the Company agreed topurchase (the �Acquisition�) Financial Security Assurance
Holdings Ltd., a New York corporation (�FSAH�), the parent of financial guaranty insurance company Financial Security Assurance, Inc., a New
York stock insurance company (�FSA�), on the terms and conditions contained in the Purchase Agreement, a copy of which was included as
Exhibit 99.1 to the Company�s Current Report on Form 8-K filed on November 17, 2008.

Separation of FSAH�s Former Financial Products Segment

FSAH, through its insurance company subsidiaries, provides financial guaranty insurance on public finance obligations in domestic and
international markets. Historically, FSAH also provided financial guaranty insurance on asset-backed obligations. In August 2008, FSAH
announced that it would cease insuring asset-backed obligations and instead participate exclusively in the global public finance financial
guaranty business.

Prior to November 2008 and as further described below, FSAH, through its financial products subsidiaries, offered FSA-insured guaranteed
insurance contracts (�GICs�)  and other investment agreements, including medium-term notes (�MTNs�).   As further described below, Assured did
not acquire FSAH�s former financial products business and has entered into various agreements with Dexia Holdings and/or certain of its
affiliates pursuant to which they will assume the credit and liquidity risks associated with FSAH�s former financial products business.

Guaranteed Investment Contract Business

Until November 2008, FSAH issued, through its financial products business, FSA-insured GICs and other investment agreements to
municipalities and other market participants (the �GIC Business�). In November 2008, FSAH ceased to issue new GICs in anticipation of the
Acquisition. The GICs were issued through FSAH�s non-insurance subsidiaries (the �GIC Issuers�) FSA Capital Management Services LLC, FSA
Capital Markets Services LLC and FSA Capital Markets Services (Caymans) Ltd.  In return for an initial payment, each GIC entitles its holder
to receive the return of the holder�s invested principal plus interest at a specified rate and to withdraw principal from the GIC as permitted by its
terms. FSA insures the GIC Issuer�s payment obligations on all GICs issued by the GIC Issuers.

The proceeds of GICs issued by the GIC Issuers were loaned to FSAH�s subsidiary FSA Asset Management LLC (�FSAM� and, together with the
GIC Issuers, the �GIC Subsidiaries�) pursuant to certain intercompany financing agreements between the GIC Issuers and FSAM (the
�Intercompany Financings�). FSAM in turn invested these funds in fixed-income obligations (primarily residential mortgage backed securities) but
also short-term investments, securities issued or guaranteed by U.S. government sponsored agencies, taxable municipal bonds, securities issued
by utilities, infrastructure-related securities, collateralized debt obligations, other asset-backed securities and foreign currency denominated
securities) that satisfied FSA�s investment criteria (the �FSAM assets�). The terms governing FSAM�s repayment of GIC proceeds to the GIC
Issuers under the Intercompany Financings were intended to match the payment terms under the related GIC.  FSAH historically depended in
large part on operating cash flow from interest and principal payments on the FSAM assets to provide sufficient liquidity to pay the GICs on a
timely basis. FSAH also sought to manage the financial products business liquidity risk through the maintenance of liquid collateral and liquidity
agreements. During the course of 2008, FSAH�s former financial products business developed significant liquidity shortfalls as a result of a
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number of factors, including  (i) greater than anticipated GIC withdrawals and terminations due, for the most part, to redemptions caused by
events of default under collateral debt obligations backed by asset-backed securities and under collateralized loan obligations; (ii) slower than
anticipated amortization of residential
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mortgage-backed securities, which comprise most of the portfolio of FSAM assets; (iii) redemption/collateralization requirements triggered by
the downgrade of FSA�s ratings; and (iv) a significant decline in market value of certain of the FSAM assets due to a general market dislocation,
leading to many of the FSAM assets becoming illiquid.

Further, liquidity requirements have increased as FSA has been downgraded or placed on negative outlook by the three major rating agencies.
Certain of the FSA-insured GICs allowed for withdrawal of GIC funds in the event of a downgrade of FSA below AAA by Standard & Poor�s
(�S&P�) or Aaa by Moody�s Investors Service (�Moody�s�) unless the GIC Issuer posted liquid collateral or otherwise enhanced its credit. Such
downgrades resulted in the need to post liquid collateral to the related GIC holder or the need to raise funds to satisfy GIC withdrawals. In
addition to additional liquidity requirements caused by downgrades of FSA�s ratings to its current levels under certain GICs, most FSA-insured
GICs allow for withdrawal of GIC funds in the event of a downgrade of FSA below AA- by S&P or Aa3 by Moody�s, unless the GIC Issuer posts
liquid collateral or otherwise enhances its credit. Some FSA-insured GICs also allow for withdrawal of GIC funds in the event of a downgrade
of FSA, typically below A3 by Moody�s or A- by S&P, with no right of the GIC Issuer to avoid such withdrawal by posting collateral or
otherwise enhancing its credit.

As of March 31, 2009, there were FSA-insured GIC obligations in an outstanding principal amount of approximately $13.5 billion.  As of
March 31, 2009, the liabilities of the GIC Issuers and FSAM and its subsidiary exceeded their assets by approximately $8.7 billion (before any
tax effects).

Prior to the completion of the Acquisition, FSAH transferred the ownership interest in the GIC Issuers and FSAM to Dexia Holdings.  Even
though FSAH no longer owns the GIC Issuers or FSAM, FSA�s guarantees of the GICs remain in place.

In connection with the Acquisition and as further described below, Dexia S.A. (�Dexia�), Dexia Holdings� ultimate parent, and certain of its
affiliates have entered into a number of agreements pursuant to which they have guaranteed certain amounts, agreed to lend certain amounts or
post liquid collateral, and agreed to provide hedges against interest rate risk to or in respect of FSAH�s former financial products business. 
Certain of these obligations also benefit from a guarantee from the Belgian and French States.  The purpose of these agreements is to mitigate
the credit, interest rate and liquidity risks associated with the GIC business and the related FSA guarantees.

Medium Term Note Business and Leveraged Tax Lease Business

The MTN Business�The �MTN Business� refers to the MTN issuance program of FSA Global Funding Limited (�FSA Global�). Under the MTN
Business, MTNs were issued by FSA Global and are insured under financial guarantee insurance policies issued by FSA. The proceeds of the
MTNs were used to purchase notes issued by Cypress Point Funding Limited (�Cypress�) and other non-affiliated entities. The MTNs are secured
by all of the assets of FSA Global, including the A-Loans (as defined below). The notes securing the MTNs are also insured under financial
guarantee insurance policies issued by FSA. The MTNs and the notes issued by Cypress are also supported by interest rate swaps, currency
swaps and basis swaps, each of which are insured under financial guarantee insurance policies issued by
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FSA. As of March 31, 2009, the aggregate outstanding principal balance of MTNs was $1.6 billion.

Prior to the completion of the Acquisition, FSAH transferred its ownership interest in FSA Global to Dexia Holdings.  Even though FSAH no
longer owns FSA Global, FSA�s guarantees of the MTNs and the notes securing the MTNs remain in place.

In connection with the Acquisition and as further described below, Dexia and certain of its affiliates have entered into a number of guarantees
and other agreements pursuant to which they have retained all rights and obligations related to and incurred in connection with the operation of
the MTN Business and have all existing and future economic risks, benefits and profits associated with that business, although, as noted above,
FSA�s guarantees of the MTNs and the notes securing the MTNs remain in place. None of these obligations benefit from a guarantee from the
Belgian or French States.

The Leveraged Tax Lease Business�The �Leveraged Tax Lease Business� refers to leveraged-lease transactions involving FSA Global, Premier
International Funding Co. (�Premier�), various lessees and various lessor trusts. In certain transactions under the Leveraged Tax Lease Business, a
debt payment undertaking agreement (�Debt PUA�) and/or an equity payment undertaking agreement (�Equity PUA�) were entered into by Premier
in exchange for cash payments by the related lessee in an amount sufficient to defease the lessee�s rental obligation under the related lease. In
conjunction with its issuance of a Debt PUA, Premier received a note in a corresponding amount from FSA Global (the �Debt PUA Note�) and in
conjunction with its issuance of an Equity PUA, Premier received a note in a corresponding amount from FSA Global (the �Equity PUA Note�). 
The Debt PUAs and Debt PUA Notes are insured under financial guarantee insurance policies issued by FSA. In conjunction with its issuance of
each Debt PUA Note, FSA Global received a loan certificate from the related lessor trust (each, an �A-Loan�). In each transaction, the repayment
of the A-Loans is secured by the related Debt PUA which is in turn insured by FSA.  Monthly payments are made under the A-Loans and Debt
PUA Notes to reduce the outstanding amount of the A-Loans and Debt PUA Notes and to reduce FSA�s exposure under its financial guaranty
insurance policies that insure the Debt PUAs.

As of March 31, 2009, the outstanding amounts of A-Loans and Debt PUA Notes were each $6.2 billion.

Prior to the completion of the Acquisition, FSAH transferred its ownership interest in FSA Global and Premier to Dexia Holdings.  Even though
FSAH no longer owns FSA Global or Premier, FSA�s guarantees of the Debt PUAs and Debt PUA Notes remain in place.

As further described below, Assured has agreed to be responsible for all rights and obligations related to the operation of the Leveraged Tax
Lease Business and the FSA insurance policies insuring the Debt PUAs and the Debt PUA Notes and Dexia Holdings has agreed to assume all
rights and obligations relating to the Equity PUA Notes and the Equity PUAs and to hold FSA harmless and indemnify FSA for its obligations
under the FSA insurance policies relating to the Equity PUA Notes and the Equity PUAs.  In addition, an affiliate of Dexia has agreed to provide
a liquidity facility to FSA in an amount not to exceed $1 billion for the purpose
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of covering the liquidity risk arising out of claims payable in respect of �strip coverages� included in the Leveraged Tax Lease Business.

See also Item 8.01�Other Events�Risks Relating to the Acquisition and Integration of FSAH �We have exposure through financial guaranty
insurance policies to FSAH�s Financial Products business, which we did not acquire and Item 8.01�Other Events�Risks Relating to the
Acquisition and Integration of FSAH �We have substantial credit and liquidity exposure to Dexia and the Belgian and French states.

GIC Business Agreements

To address the credit and liquidity risks of the GIC business summarized above, the following discussion summarizes the significant agreements
entered into to mitigate the credit and liquidity risks associated with the GIC business and the related FSA guarantees. Each of these agreements
is dated June 30, 2009.
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Dexia Put Contracts�Dexia and DCL have jointly and severally guaranteed the scheduled payments of interest and principal in relation to each
FSAM asset, as well as any failure to provide liquidity or liquid collateral under the Guaranteed Liquidity Facilities under two separate ISDA
Master Agreements, each with its associated schedule, confirmation and credit support annex (the �Guaranteed Put Contract� and the
�Non-Guaranteed Put Contract� respectively, and collectively, the �Dexia Put Contracts�). The Guaranteed Put Contract is so described because
Dexia�s obligations under the put contract are generally guaranteed by the Sovereign Guarantee (as defined below). The Dexia Put Contracts also
reference separate portfolios of FSAM assets. Based on information as of June 30, 2009, the initial aggregate principal balance of FSAM assets
related to the Guaranteed Put Contract is equal to approximately $11.8 billion and the aggregate principal balance of FSAM assets related to the
Non-Guaranteed Put Contract is equal to approximately $4.4 billion. The assets owned by FSAM as of September 30, 2008 were allocated to the
Guaranteed Put Contract and the Non-Guaranteed Put Contract based on discussions between Dexia and the French State and the Belgian State
(collectively, the �States�), with the less liquid and more deeply discounted assets generally being allocated to the Guaranteed Put Contract.

Under the Dexia Put Contracts the obligation of Dexia and DCL to provide amounts to FSAM will arise pursuant to the occurrence of any of the
following events (each, a �Put Trigger�):

• a payment default by DCL or Dexia Bank Belgium S.A. (�DBB�) under any Guaranteed Liquidity Facility (as defined below) (a
�Liquidity Default Trigger�);

• a failure by either Dexia or DCL to transfer the required amount of eligible collateral under the credit support annex of the applicable
Dexia Put Contract (a �Collateral Default Trigger�);

• the occurrence of an insolvency event with respect to Dexia as set forth in the Dexia Put Contracts (a �Bankruptcy Trigger�); and

• with respect to an FSAM asset, the failure of the issuer of that FSAM asset to pay the full amount of the expected principal or interest
when due, a writedown or applied loss resulting in a reduction of the outstanding principal amount of that FSAM asset, or the attribution of a
principal deficiency or realized loss resulting in a reduction or subordination of the current interest payable on that FSAM asset (an �Asset
Default Trigger�).

In the event that the applicable Dexia party fails to provide liquidity or collateral as required under the Guaranteed Liquidity Facilities, FSAM
may, pursuant to a Liquidity Default Trigger or Collateral Default Trigger, put to Dexia and DCL certain of the FSAM assets in exchange for an
amount equal to such failure, with such amounts being available to satisfy the GIC Issuers� obligations under the GICs and/or FSAM�s obligations
under the FSAM Hedging Arrangements (as defined below), which are also guaranteed by FSA.

If a Dexia bankruptcy has occurred, FSAM may, pursuant to a Bankruptcy Trigger, put to Dexia and DCL the relevant FSAM assets with a
value equal to the lesser of (i) the aggregate outstanding principal amount of all FSAM assets in the relevant portfolio and (ii) the aggregate
outstanding principal balance of all of the GICs.

If an Asset Default Trigger arises with respect to any FSAM asset, FSAM may put to Dexia and DCL that FSAM asset in exchange for the
outstanding principal amount of that FSAM asset. Dexia and DCL have the right, however, to elect to pay the difference between the amount of
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expected principal or interest payment and the amount of the actual principal or interest payment, in each case, as such amounts come due.

In the event Dexia and DCL fail to perform under the Guaranteed Put Contract, FSAM may exercise a guarantee call under the Sovereign
Guarantee. See ��Sovereign Guarantee� below.

To secure each Dexia Put Contract, Dexia and DCL will post under each put contract to the respective custodian from time to time eligible
collateral having an aggregate value (subject to agreed �haircuts�) equal to at least the excess of (i) the aggregate principal amount of all
outstanding GICs over (ii) the aggregate mark-to-market value of FSAM�s assets; provided that prior to September 29, 2011 (the �Expected First
Collateral Posting Date�) the aggregate mark-to-market value of the FSAM assets related to the Guaranteed Put Contract will be deemed to be
equal to the aggregate unpaid principal balance of these assets for purposes of this calculation. Additional collateralization is required in respect
of certain other liabilities of FSAM, including certain net posting obligations of FSAM under the FSAM Hedging Arrangements, an agreed costs
amount for running the GIC business and the expected negative carry associated with the GICs that would be borne by FSAM following a Dexia
event of default. The valuation of the aggregate mark-to-market value of the FSAM assets and the posted collateral will occur at least weekly.
Dexia�s and DCL�s obligation to post collateral or right to receive the return of excess collateral is subject, in either case, to satisfaction of the
applicable threshold of $5 million, among other conditions.

Because the FSAM assets related to the Guaranteed Put Contract will be valued at their aggregate unpaid principal balance prior to the Expected
First Collateral Posting Date, it is expected that Dexia and DCL will not be required to post collateral until the Expected First Collateral Posting
Date. A failure by Dexia and DCL to post the amount described in the immediately preceding paragraph on the Expected First Collateral Posting
Date will be covered by the Sovereign Guarantee. In the event of an ISDA event of default under the Dexia Put Contracts, FSAM may declare
an early termination date and retain collateral posted by Dexia and DCL in accordance with the credit support annexes.

Notwithstanding the provisions for the calculation of posting of collateral with respect to the Dexia Put Contracts set forth above, and because
many GICs provide that the collateral posting obligations and withdrawals that would arise following a downgrade of FSA would not be
applicable if the relevant GIC Issuer is rated above certain levels at the time of any such downgrade of FSA, if each of Moody�s, S&P and Fitch
Ratings (�Fitch�) confirm that the GIC Issuers� obligations in relation to the GICs will be rated at least �Aa2/AA/AA� respectively (without giving
effect to the retained FSA guarantees on the GICs) with a lesser amount of collateral being required to be posted by Dexia and DCL under the
credit support annexes, then the collateral required to be posted under the credit support annexes will be reduced to such lesser amount
acceptable to the rating agencies.

Under each of the Dexia Put Contracts, FSAM will pay to Dexia and DCL a premium quarterly in arrears (the �Put Premium�). FSAM�s obligation
to pay the Put Premium is subordinated to the GIC Subsidiaries� obligations under the GICs and the FSAM Hedging Arrangements and to
reimburse FSA for any amounts paid under the FSA guarantees related to the GICs and FSAM Hedging Arrangements and a failure by FSAM to
pay the Put Premiums is not an event of default under the Put Contracts. In addition, following a Dexia event of default, FSAM will only pay the
Put Premiums if the Subordinated Claims Payment Condition (as defined below) is satisfied.

While neither the Company nor any of its subsidiaries is a party to the Dexia Put Contracts, the Dexia Put Contracts enhance FSAM�s ability to
meet its obligations in respect of the GICs insured by FSA. As of March 31, 2009, the liabilities of the GIC Issuers and FSAM and its subsidiary
exceeded their assets by approximately $8.7 billion (before any tax effects).
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Sovereign Guarantee�Pursuant to a guarantee (the �Sovereign Guarantee�) issued by the States of Belgium and France (the �States�) to FSAM, the
States have guaranteed severally but not jointly Dexia�s obligations under the Guaranteed Put Contract, subject to any applicable limitations set
forth therein. The State of Belgium is responsible for 60.5/97 of the Sovereign Guarantee and the State of France is responsible for 36.5/97 of
the Sovereign Guarantee. The Sovereign Guarantee will directly guarantee, for the benefit of FSAM (and indirectly for the benefit of the GIC
Issuers and FSA), the payment obligations
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of Dexia under the Guaranteed Put Contract in respect of Liquidity Default Triggers, Collateral Default Triggers, the Bankruptcy Trigger and
Asset Default Triggers. To the extent FSAM fails to make a timely call under the Sovereign Guarantee, FSA will have the right to request
payment from the States thereunder. Under a sovereign guarantee reimbursement agreement, Dexia, and not the GIC Subsidiaries, is obligated to
pay the guarantee fee due and payable to the States under the Sovereign Guarantee and reimburse the States for certain amounts paid under the
Sovereign Guarantee, but a failure by Dexia to pay the guarantee fee or any other amounts required to be paid or reimbursed under the sovereign
guarantee reimbursement agreement is not a defense or condition to the obligations of the States under the Sovereign Guarantee.

The States� guaranty with respect to Liquidity Default Triggers and Collateral Default Triggers is scheduled to expire on October 31, 2011 (the
�Liquidity and Collateral Trigger Expiration Date�). The States� guaranty with respect to the related defaulted FSAM assets or a Dexia bankruptcy
is scheduled to expire on the earlier of (x) the final maturity of the latest maturing of the remaining FSAM assets related to the Guaranteed Put
Contract, and (y) March 30, 2035. The Sovereign Guarantee may terminate early if FSAM elects to undertake a Refinancing (as defined below)
and meets the necessary requirements described in ��Pledge and Administration Agreement� below.

Dexia FP Guarantee�Pursuant to a guarantee jointly and severally issued by Dexia and DCL to FSA (the �Dexia FP Guarantee�), all of the GIC
Subsidiaries� payment and/or collateral posting obligations under the GICs and the FSAM Hedging Arrangements that are guaranteed by FSA are
guaranteed by Dexia and DCL. FSAM�s obligations to reimburse Dexia and DCL for amounts paid under the Dexia FP Guarantee and to pay the
related guarantee fee will be subordinated to the GIC Subsidiaries� obligations under the GICs and the FSAM Hedging Arrangements that are
guaranteed by FSA and to reimburse FSA for any amounts paid under the FSA guarantees related to the GICs and FSAM Hedging
Arrangements. In addition, following a Dexia event of default, FSAM will only pay the guarantee fee under the Dexia FP Guarantee if the
Subordinated Claims Payment Condition is satisfied. Any failure by FSAM to reimburse Dexia and DCL for amounts paid under the Dexia FP
Guarantee or to pay the related guarantee fee is not a defense or condition to the obligations of Dexia and DCL under the Dexia FP Guarantee.

Dexia GIC Indemnity�Pursuant to an indemnification agreement between FSA, Dexia and DCL (the �Dexia GIC Indemnity�), Dexia and DCL will
indemnify FSA for certain losses, liabilities and damages (including reasonable costs and expenses) incurred by FSA or any affiliate of FSA
related to the GIC business or any of the transactions related to the isolation and segregation of the GIC business that are not otherwise
reimbursed pursuant to the Dexia FP Guarantee.

Pledge and Administration Agreement�Pursuant to the pledge and administration agreement among Dexia, DCL, Dexia FP Holdings Inc. (�Dexia
FP�), the GIC Subsidiaries, FSA and the Collateral Agent (the �Pledge and Administration Agreement�), Dexia, DCL and the GIC Subsidiaries
have granted security interests to the Collateral Agent for the benefit and security of the secured

8

Edgar Filing: ASSURED GUARANTY LTD - Form 8-K

40



parties therein (including FSA) over all of their right, title and interest in, to and under the FSAM assets, the collateral posted by Dexia or DCL
under the Dexia Put Contracts, and other related assets.

Also pursuant to the Pledge and Administration Agreement, Dexia FP has granted a security interest to the Collateral Agent for the benefit and
security of FSA over all of its right, title and interest in HF Services LLC (�HF Services�), including any and all management, voting, approval
and other rights of Dexia FP under the organizational documents of HF Services to secure the payment of all amounts due on all of the
indebtedness, liabilities and obligations owed from time to time by FSAM and the GIC Issuers to FSA.

Unless a Dexia event of default has occurred, Dexia will direct the day to day operations of the GIC Subsidiaries and will direct the management
of the assets and liabilities of the GIC Subsidiaries, including but not limited to cash management, asset liability management and other normal
day to day operations of the GIC Subsidiaries through the Administrator (as defined below). If a Dexia event of default has occurred, FSA will
have the right to exercise the directing rights described in this paragraph.

In addition, FSAM has agreed not to sell or liquidate any FSAM asset other than with the prior consent of Dexia, unless a Dexia event of default
has occurred, and not to sell or liquidate any FSAM asset other than for consideration equal to the par amount thereof plus accrued interest,
without the consent of FSA.

A �Dexia event of default� under the Pledge and Administration Agreement will include the following:

• the occurrence of any ISDA event of default under either of the Dexia Put Contracts;

• the non-payment by any Dexia party or any affiliate of any required payment in accordance with the terms of any Dexia guarantee,
the Dexia Put Contracts or the Dexia GIC Indemnity where (i) the amount of such non-payment, taken together with any other outstanding and
uncured failures to make payments or deliveries by any Dexia party or any affiliate exceeds $10,000,000 and (ii) such non-payment is not
remedied by a cure generally within 5 business days of the receipt of notice of such nonpayment; and

• certain events of bankruptcy in respect of Dexia or its affiliates or the GIC Subsidiaries occurring and continuing at any time.

Upon the occurrence of a Dexia event of default, FSA may take any or all of the following actions:

• cause the repurchase date to occur in respect of all or any part of the transactions entered into under the master repurchase agreement,
exercise the rights of a secured party in relation to the collateral, and direct the collateral agent to exercise all rights to vote or give directions or
consents as a holder of such collateral following enforcement of its security interest;

Edgar Filing: ASSURED GUARANTY LTD - Form 8-K

41



• terminate the Administrative Services Agreement (as defined below) or replace the administrator thereunder or direct the
management of the administrator by foreclosing upon its security interest in the equity of HF Services;

• with respect to the Non-Guaranteed Put Contract, designate an �early termination date,� demand payment of any related early
termination payments and exercise the rights of a secured party in relation to the collateral posted under the Non-Guaranteed Put credit support
annex;

• with respect to the Guaranteed Put Contract, if the Dexia event of default also constitutes an ISDA event of default, designate an
�early termination date,� demand payment of any
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related early termination payments and exercise the rights of a secured party in relation to the collateral posted under the credit support annex;
and

• maintain any Dexia guarantees in force, make claims in accordance with the terms of any Dexia guarantee, any liquidity facility or
the Sovereign Guarantee (if the Guaranteed Put Contract has not been terminated) and apply any collateral to unpaid liabilities of FSAM.

In addition, either pursuant to the occurrence of a Dexia event of default or upon the satisfaction of certain conditions relating to the refinancing
of Dexia�s obligations under the GIC Business documents (the �Refinancing�), FSA may elect to refinance its obligations related to the GICs by
terminating the Master Repurchase Agreement (as defined below), the Sovereign Guarantee, and the Dexia Put Contracts and releasing certain
other assets from the Collateral Agent�s lien under the Pledge and Administration Agreement, the proceeds of which will be invested in certain
permitted investments, as contemplated in the Pledge and Administration Agreement. In order to effect a Refinancing, the following conditions,
among others, must be satisfied: (i) FSAM must redeem the Master Repurchase Agreement or transfer and novate its rights and obligations
under the Master Repurchase Agreement to a successor entity designated by FSA (the �FSAM Successor�) such that the GIC Issuers or the FSAM
Successor hold cash or permitted investments equal to the sum of the aggregate outstanding amount of all GIC business related liabilities plus
25% of the agreed costs amount for running the GIC business; (ii) the rating agencies must have confirmed that after the Refinancing the GIC
Issuers will be rated at least �Aa2� by Moody�s, at least �AA� by S&P and at least �AA� by Fitch, and that the rating of FSA will not be downgraded,
qualified or withdrawn; (iii) all of FSA�s guarantees on the FSAM Hedging Arrangements must have been released by the counterparties thereto;
and (iv) the remaining FSAM Hedging Arrangements must have been transferred and novated to the FSAM Successor or other entity designated
by FSA.

Guaranteed Liquidity Facilities�In connection with the Acquisition, affiliates of Dexia increased their aggregate liquidity commitment to FSAM
from $8.5 billion to $11.5 billion. The liquidity commitments are comprised of an amended and restated revolving credit agreement (the
�Liquidity Facility�) pursuant to which DCL and DBB committed to provide funds to FSAM in an amount up to $8.0 billion (approximately $4.2
billion was outstanding under the previously existing revolving credit facility as of June 30, 2009), and a master repurchase agreement (the
�Repurchase Facility Agreement� and, together with the Liquidity Facility, the �Guaranteed Liquidity Facilities�) pursuant to which DCL will
provide up to $3.5 billion (based on market value) of eligible collateral to satisfy collateralization obligations of the GIC Issuers under the GICs
or of FSAM under the FSAM Hedging Arrangements. There is nothing currently outstanding under the Repurchase Facility Agreement. In
accordance with the terms of the Guaranteed Liquidity Facilities, FSAM�s obligations to pay certain fees payable under the Guaranteed Liquidity
Facilities are subordinated to the GIC Companies� obligations under the GICs and the FSAM Hedging Arrangements that are guaranteed by FSA
and to reimburse FSA for any amounts paid under the FSA guarantees related to the GICs and FSAM Hedging Arrangements. In addition,
following certain events of default, FSAM will only be required to pay these fees to the extent certain conditions under the Pledge and
Administration Agreement have been met, including, among other things, that FSAM owns a portfolio of liquid securities having an aggregate
market value in excess of the aggregate unpaid principal balance of the GICs plus certain additional amounts described in the Pledge and
Administration Agreement (such conditions, the �Subordinated Claims Payment Condition�).

The proceeds of GICs issued by the GIC Issuers were loaned to FSAM pursuant to the Intercompany Financings between the GIC Issuers and
FSAM. FSAM in turn invested these funds in fixed-income obligations (primarily residential mortgage-backed securities (�RMBS�) but also
short-term investments, securities issued or guaranteed by U.S. government sponsored agencies, taxable municipal bonds, securities issued by
utilities, infrastructure-related securities, collateralized debt obligations, other asset-backed securities and foreign currency denominated
securities) that satisfied FSA�s investment criteria. The terms governing FSAM�s repayment of GIC proceeds to the GIC Issuers under the
Intercompany Financings are intended to match the payment terms under the related GIC. To allow it to satisfy these matched payment
obligations, when FSAM invested the GIC proceeds in FSAM assets, it also entered into various derivative transactions to convert most
fixed-rate FSAM assets and GIC liabilities into London Interbank offered rate (�LIBOR�)-based floating rate assets and liabilities, and to convert
non-US dollar-denominated FSAM assets to US dollar-denominated assets (the �FSAM Hedging Arrangements�).
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The terms of the Guaranteed Liquidity Facilities will generally extend to the date on which all of the GICs have been paid in full, provided that
upon a Dexia event of default under the Pledge and Administration Agreement, FSAM will be entitled to request one final advance under each
Guaranteed Liquidity Facility in an aggregate amount expected to be sufficient to repay the principal and interest on the GICs as they become
due and payable over time, after giving effect to any collateral posted under the credit support annexes to the Dexia Put Contracts.

While neither the Company nor any of its subsidiaries is a party to to the Guaranteed Liquidity Facilities, the Guaranteed Liquidity Facilities
provide liquidity to FSAM to enable it to meet its obligations in respect of the GICs insured by FSA.

Master Repurchase Agreement�FSAM and the GIC Issuers amended, restated and consolidated Intercompany Financings prior to the Acquisition
into one master repurchase agreement where each GIC Issuer will be a �buyer� and FSAM will be the �seller� (the �Master Repurchase Agreement�).
All of the outstanding indebtedness of FSAM under the Existing Intercompany Financings will continue to be outstanding under the Master
Repurchase Agreement, and FSAM�s obligations to the GIC Issuers under the Master Repurchase Agreement will be secured under the Pledge
and Administration Agreement. Amounts or collateral received by FSAM under the Guaranteed Liquidity Facilities or the Dexia Put Contracts
will be transferred to the GIC Issuers for application to the related GICs pursuant to the Master Repurchase Agreement. If FSAM elects to
undertake a Refinancing as described in ��Pledge and Administration Agreement� below, FSAM will, among other things, assign its rights and
obligations under the Master Repurchase Agreement to a successor entity.

10
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Medium-Term Note Business and Leveraged Tax Lease Business Agreements

Each of the agreements described below is dated July 1, 2009.

The Separation Agreement�Under the Separation Agreement among DCL, FSA, Financial Security Assurance International Ltd. (�FSA
International� and, together with FSA, the �FSA Parties�), FSA Global and Premier:

• DCL has agreed to (i) assume all rights and obligations related to and incurred in connection with the operation of the MTN Business
and (ii) manage the day-to-day operations of the MTN Business, and

• FSA has agreed to (i) retain all rights and obligations related to and incurred in connection with the operation of the Leveraged Tax
Lease Business (other than Equity PUA Notes and the FSA insurance policies relating to the Equity PUA Notes) and (ii) manage the day-to-day
operations of the Leveraged Tax Lease Business.

The Separation Agreement provides that so long as no DCL Event of Default (as defined below) has occurred and is continuing, DCL and the
FSA Parties will cooperate reasonably and in good faith to determine how the applicable FSA Party will exercise the consent rights, direction
rights and other rights that it has as insurer (�FSA Rights�) under any transaction document relating to the MTN Business (such determination is
referred to as a �Mutual Determination�). Neither DCL, nor any of its affiliates, nor any FSA Party, nor any of their respective affiliates, may seek
to exercise any FSA Right except pursuant to a Mutual Determination or as otherwise mutually agreed by DCL and the applicable FSA Party. If
a DCL Event of Default has occurred and is continuing, the FSA Parties will be permitted to exercise most FSA Rights without consultation
with, or consent from, DCL.

11
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DCL Guarantees�DCL has entered into a Funding Guaranty and a Reimbursement Guaranty, (together, the �DCL Guarantees�) each for the benefit
of FSA and Financial Security Assurance International, Ltd. (the �Beneficiaries�).

Under the Funding Guaranty, DCL will guaranty, for the benefit of each Beneficiary, the payment to or on behalf of the relevant Beneficiary of
an amount equal to the payment required to be

12
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made under an FSA Policy by that Beneficiary. No later than 12:00 p.m. New York time on the later of (i) one Business Day following receipt
by DCL of a notice of claim under an FSA Policy, and (ii) one Business Day prior to the date the related obligation is due under the relevant
FSA Policy, DCL will make payment either (A) to an account of the beneficiary of the applicable financial guaranty insurance policies issued by
the FSA Parties, or (B) to the account specified by the Beneficiary.

Under the Reimbursement Guaranty, DCL will guaranty, for the benefit of each Beneficiary, the reimbursement of the applicable Beneficiary for
payments made by that Beneficiary following a claim for payment under an obligation insured by an FSA Policy. No later than 12:00 p.m. New
York time on the business day following delivery of a notice to DCL of a reimbursement obligation due to a Beneficiary, DCL will make
payment to the account specified by the Beneficiary.

In consideration for the DCL Guarantees, unless a DCL Event of Default (as defined below) or potential DCL Event of Default has occurred and
is continuing, FSA Global, Premier and Cypress will be obligated to pay directly to DCL a guarantee fee in an amount equal to all insurance
premiums paid by each of them after the closing date in connection with the FSA Policies (as defined below) less the portion of such premiums
relating to the risks retained by FSA and less the portion of such premiums owed to reinsurers.

Indemnification Agreement�FSA, Assured and DCL have entered into an indemnification agreement (the �Indemnification Agreement�) under
which:

• Assured will indemnify DCL and related parties for losses incurred after the closing date arising out of or related to the Leveraged
Tax Lease Business (other than the Equity PUA Notes and the FSA insurance policies relating to the Equity PUA Notes) and the breach by FSA
or certain other parties of their covenants under the Separation Agreement and related agreements; and

• DCL will indemnify FSA, Assured and related parties for losses incurred after the closing date arising out of or related to the MTN
Business, the breach by DCL or certain other parties of their respective covenants, representations and warranties under the Separation
Agreement and related agreements, and certain other events.

The indemnities described above are in addition to any liability which the indemnifying party may otherwise have under the Separation
Agreement or otherwise and are subject to the limitations and qualifications set forth in the Indemnification Agreement.

Funding of FSA Policy Claims�Under the Separation Agreement and the DCL Guarantees, DCL has agreed to fund, on behalf of the FSA Parties,
100% of all policy claims made under the financial guaranty insurance policies issued by the FSA Parties (the �FSA Policies�) in relation to the
MTN Business. Without limiting DCL�s obligation to fund 100% of all policy claims under those FSA Policies, the FSA Parties will have a
separate obligation to remit to DCL a certain percentage (ranging from 0% to 25%) of those policy claims. In the event that prior to a claim
under an FSA Policy, the related FSA Party determines that a loss under the FSA Policy is probable and reasonably determinable, that FSA
Party may be required to establish a statutory loss reserve against such loss.

DCL Events of Default�A �DCL Event of Default� means any one of the following events:
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• any failure by DCL to make a payment under a DCL Guarantee that is not cured within the applicable cure period if that uncured
failure, together with the cumulative amount of previous uncured DCL Guarantee payment failures, would cause the cumulative amount of all
DCL Guarantee payment failures to exceed $10,000,000;

• DCL fails to post $10,000,000 in collateral as and when required under the Separation Agreement following the eighth failure of
DCL to make a timely payment under a DCL Guarantee;

• a DCL payment failure (other than a DCL guarantee payment failure) in excess of $25,000,000 that is not cured within the applicable
cure period and that is not a good faith contested payment; or

• a bankruptcy event with respect to DCL.

The Strip Coverage Liquidity and Security Agreement�Under the Strip Coverage Liquidity and Security Agreement between DCL, acting through
its New York Branch (�DCL (NY)�), and FSA (the �Strip Agreement�), DCL (NY) has agreed to make loans to FSA, for the purpose of financing
the payment of claims under certain financial guaranty insurance policies (�Strip Policies�) that were issued by FSA, or an affiliate or subsidiary of
FSA, relating to the equity strip portion of the Leveraged Tax Lease Business that FSAH is retaining. The �equity strip portion� refers to the
amount by which the equity portion of the termination payment owed by the lessee to the lessor trust following the early termination of the
related lease exceeds the accreted value of the Equity PUA. FSA may request advances under the Strip Agreement without any explicit limit on
the number of loan requests, provided that the aggregate principal amount of loans outstanding as of any date may not exceed the Commitment
Amount (as defined below) on that date. Amounts borrowed under the Strip Agreement may not be reborrowed. The loans will be secured by
FSA�s recovery rights in respect of claims under the Strip Policies. No advances are currently outstanding under the Strip Agreement.

DCL (NY)�s commitment to make any loan to FSA is subject to the satisfaction by FSA of customary conditions precedent, including compliance
with financial covenants, and will terminate at the earlier of (A) the occurrence of a change of control with respect to FSA, (B) the reduction of
the Commitment Amount (as defined below) to $0 and (C) January 31, 2042.
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The �Commitment Amount� will initially be $1,000,000,000. FSA has the right, without premium or penalty, to voluntarily reduce the
Commitment Amount in whole or in part. The Commitment Amount is also subject to mandatory reduction in the amounts and on the dates
described in the Strip Agreement in connection with (i) the scheduled amortization of the Commitment Amount and (ii) a reduction of the
Commitment Amount if FSA fails to maintain a specified consolidated net worth.

Upon the occurrence of an Event of Default (as defined below), DCL (NY) may take any or all of the following actions: (A) terminate DCL
(NY)�s commitment to make loans and (B) declare the principal of and any accrued interest in respect of all loans and the note to be due and
payable. Any of the following events constitutes an �Event of Default�:

• an FSA default in the payment when due of any principal or interest of any loan or any note or any fees or any other amounts owing
under the Strip Agreement or under any note, in each case in an amount of $10,000,000 or more, and any such default is not cured during the
applicable cure period;

• commencement of a voluntary or involuntary bankruptcy case concerning FSA or any of its material subsidiaries;

• a default by FSA or any of its material subsidiaries in any payment in excess of $25,000,000 with respect to any indebtedness for
borrowed money; or

• any indebtedness for borrowed money in excess of $25,000,000 of FSA or any of its material subsidiaries is declared to be due and
payable, or required to be prepaid, prior to the stated maturity thereof.

Reference is made to the full text of the agreements described above which are  filed as Exhibits 10.1 through 10. 15  to this Current Report on
Form 8-K and hereby incorporated herein by reference.

Item 2.01               Completion of Acquisition or disposition of Assets

On July 1, 2009 the Company completed its acquisition of FSAH pursuant to the Purchase Agreement referred to in Item 1.01.  The Company
acquired 99.9264% of the common stock of FSAH pursuant to the Purchase Agreement and the remaining shares from one of FSAH�s executives
as described below.

The total purchase price paid by Assured was approximately $546 million in cash and approximately 22.3 million Assured common shares. The
approximately 21.8 million Assured common shares issued to Dexia Holdings represent approximately 13.8% of Assured�s outstanding common
shares. Dexia has agreed that the voting rights with respect to all Assured common shares issued pursuant to the Purchase Agreement will
constitute less than 9.5% of the voting power of all issued and outstanding Assured common shares.  Dexia has also agreed to a certain �standstill�
arrangement until the date on which it and its affiliates beneficially own Assured common shares in an amount less than 10% of the outstanding
Assured common shares.  In addition, Dexia has agreed that, until November 14, 2009, the first anniversary of the date of the Purchase
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Agreement, it will not transfer any of the Assured common shares issued pursuant to the Purchase Agreement without the consent of Assured
other than to one or more of its affiliates that agrees to abide by the voting and other restrictions described above. The Acquisition excluded
FSA�s financial products business, which included FSAH�s former GIC Business and MTN andLeveraged Tax Lease Businesses, as described
above under Item 1.01.

The Company acquired 24,611 shares of common stock of FSAH from Robert Cochran, the former Chairman and Chief Executive Officer of
FSAH, for 305,017 common shares of the Company.  The  Company also exchanged the deemed investment of Sean McCarthy, who became 
the President and Chief Operating Officer of Assured Guaranty US Holdings Inc. following the closing of the Acquisition, in 22,306 share units
of FSAH under a FSAH nonqualified deferred compensation plan for a deemed investment in 130,000 share units of the Company. The
Company share units will ultimately be distributed to Mr. McCarthy as a corresponding number of Assured common shares at the time he
receives a distribution from such nonqualified deferred compensation plan.
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As previously disclosed, in conjunction with the Purchase Agreement, the Company entered into an Amendment to Investment Agreement (the
�Amendment�) dated as of November 13, 2008 with WLR Recovery Fund IV, LP, a Delaware limited partnership (the �Investor�), which amended
the Investment Agreement (the �Investment Agreement�) dated as of February 28, 2008 between the Company and the Investor, which provided a
back up funding commitment to finance the Acquisition.  Pursuant to pre-emptive rights set forth in the Investment Agreement, the Investor and
affiliated funds, which are affiliated with Wilbur Ross, who is one of the Company�s directors, purchased 3,850,000 common shares of the
Company in the Company�s June 2008 public common share offering at $11.00 per common share, the public offering price in the public
offering.

Further details of the terms of the Purchase Agreement and the Investment Agreement are contained in the Company�s Current Reports on
Form 8-K filed on November 17, 2008 and June 12, 2009 and the agreements and amendments thereto are contained as exhibits to those filings,
all of which are incorporated by reference herein.

The Company�s press release announcing the closing of the Acquisition is attached hereto as Exhibit 99.1 and incorporated herein by reference.

Item 3.02               Unregistered Sales of Equity Securities.

On July 1, 2009, the Company issued 21,848,934 common shares, par value $0.01 per share, to Dexia Holdings pursuant to the Purchase
Agreement in exchange for 33,430,213 shares of common stock of FSAH.  In the Purchase Agreement, Dexia Holdings represented to the
Company that it was an �accredited investor� as defined in Rule 501 under the Securities Act and the issuance did not involve any public offering.
 The transaction was exempt from the registration requirements of the Securities Act by virtue of Section 4(2) thereof.

On July 1, 2009, the Company agreed to issue 305,017 common shares, par value $0.01 per share, to Robert F. Cochran, the former Chairman
and Chief Executive Officer of FSAH in exchange for 24,611 shares of common stock of FSAH.  This transaction did not involve any public
offering and was exempt from the registration requirements of the Securities Act by virtue of Section 4(2) thereof.

Item 8.01               Other Information

As used in this Item 8.01, references to the �Company,� �Assured,� �we,� �us� and �our� refer to Assured Guaranty Ltd. and, unless the context otherwise
requires or unless otherwise stated, its subsidiaries, including FSAH and its subsidiaries.

You should carefully consider the following information, together with the other information contained in the Company�s other filings with the
Securities and Exchange Commission (the �SEC�). The risks and uncertainties described below are not the only ones we face. However, these are
the risks our management believes are material. Additional risks not presently known to us or that we currently deem immaterial may also
impair our business or results of operations. Any of the risks described below could result in a significant or material adverse effect on our
results of operations or financial condition.

Risks Relating to the Acquisition and Integration of FSAH
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Loss reserve estimates are subject to uncertainties and loss reserves may not be adequate to cover potential paid claims.

The financial guarantees issued by Assured and FSA insure the financial performance of the obligations guaranteed over an extended period of
time, in some cases over 30 years, under policies that Assured and FSA have, in most circumstances, no right to cancel. The Acquisition has
increased our net par outstanding from approximately $237.2 billion to approximately $654.5 billion as of March 31, 2009 on a combined
pro-forma basis excluding FSAH�s financial products business. As a result of the lack of statistical paid loss data due to the low level of paid
claims in our financial guaranty business and in the financial guaranty industry in general, particularly, until recently, in the structured
asset-backed area, we do not use traditional actuarial approaches to determine loss reserves. The establishment of the appropriate level of loss
reserves is an inherently subjective process involving numerous estimates, assumptions and judgments by management, using both internal and
external data
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sources with regard to frequency and severity of loss. Actual losses will ultimately depend on events or transaction performance that will occur
in the future. Therefore, we cannot assure you that current estimates of probable and estimable losses reflect the actual losses that we may
ultimately incur or that the methodologies we and FSAH use to establish reserves in general or for any specific obligations have been the same
historically or that they are similar to methodologies employed by our competitors, counterparties or other market participants. Actual paid
claims could exceed our estimate and could significantly exceed our loss reserves, which may result in adverse effects on our financial
condition, ratings and ability to raise needed capital.

We have exposure through financial guaranty insurance policies to FSAH�s financial products business, which we did not acquire.

FSAH, through its financial products subsidiaries (the �Financial Products Companies�), offered FSA-insured GICs and other investment
agreements, including medium-term notes (�MTNs�). In connection with the Acquisition, FSAH transferred to Dexia Holdings, the ownership
interests in the Financial Products Companies that it held. Even though FSAH no longer owns the Financial Products Companies, FSA�s
guarantees of the GICs and MTNs and other guarantees related to FSA�s MTN and Leveraged Tax Lease Businesses generally remain in place.
While Dexia and/or certain of its affiliates and FSAH have entered into a number of agreements pursuant to which Dexia and certain of its
affiliates have assumed the credit and liquidity risks associated with FSAH�s former financial products business, as further described under Item
1.01 above, FSA may still be subject to certain of these risks (as further described below). To the extent FSA is required to pay any amounts on
financial products issued or executed by the Financial Products Companies, FSA is subject to the risk that it will not receive the guarantee
payment from Dexia and/or its affiliates or that the GICs will not be paid from funds received from Dexia or the Belgian State and/or the French
State before it is required to make the payment under its financial guarantee policies or that it will not receive the guarantee payment at all.

We have substantial credit and liquidity exposure to Dexia and the Belgian and French states.

As further described under Item 1.01 above, Dexia and its affiliates have entered into a number of agreements pursuant to which Dexia and/or
certain of its affiliates have agreed to guarantee certain amounts, lend certain amounts or post liquid collateral to or in respect of FSAH�s former
financial products business. In addition, as further described under Item 1.01 above, Dexia has agreed (directly or through an affiliate) to provide
a liquidity facility to FSA in an amount not to exceed $1 billion for the purpose of covering the liquidity risk arising out of claims payable in
respect of �strip coverages� included in FSAH�s Leveraged Tax Lease Business. While these various agreements, are intended to shield Assured
from paying any amounts in respect of the liabilities of the financial products business, Assured remains subject to the risk that Dexia and/or
various affiliates, and even the Belgian State and/or the French State, may not make such amounts or securities available (a) on a timely basis,
which is referred to as �liquidity risk,� or (b) at all, which is referred to as �credit risk,� because of the risk of default. Even if Dexia and its affiliates
and/or the Belgian State or French State have sufficient assets to pay all amounts when due, concerns regarding Dexia�s or such States� financial
condition could cause one or more rating agencies to view negatively the ability of Dexia and its affiliates or such States to perform under their
various agreements and could negatively affect FSA�s ratings.

Dexia and FSAH have entered into a number of agreements pursuant to which Dexia and/or certain of its affiliates have agreed to guarantee the
assets and liabilities of the GIC Issuers and FSAM and its subsidiary for the benefit of FSA. Certain of these obligations also benefit from a
guarantee from the Belgian and French States. As of March 31, 2009, the liabilities of the GIC Issuers and FSAM and its subsidiary exceeded
their assets by approximately $8.7 billion (before any tax effects). To the extent FSA is
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required to pay any amounts in respect of the liabilities of these companies, FSA is subject to the risk that it will not receive the guarantee
payment from Dexia and/or its affiliates or that the GICs will not be paid from funds received from Dexia or the Belgian State and/or the French
State before it is required to make the payment under its financial guarantee policies or that it will not receive the guarantee payment at all.

In addition, if a Dexia event of default were to occur, we may be required to direct the administration and management of the assets and
liabilities of the GIC subsidiaries and could be delayed in our ability to cause the GIC subsidiaries to utilize the collateral posted by Dexia and
its affiliate under the credit support annexes. Any delay in the GIC subsidiaries paying amounts due and payable in connection with the GIC
business related to our assuming the obligation to direct the administration and management of the GIC subsidiaries� assets and liabilities or
related to a delay in our access to the collateral posted by Dexia and its affiliate could require FSA to pay claims, and in some cases significant
claims, under the FSA guarantees related to FSAH�s Financial Products business in a relatively short period of time. Any failure of FSA to satisfy
these obligations under its guarantees could negatively affect FSA�s rating.  See ��A downgrade of the financial strength or financial enhancement
ratings of FSA could adversely affect its business and prospects and, consequently, its results of operations and financial condition and thus the
benefits we would otherwise gain from the Acquisition� below.

Restrictions on the conduct of FSA�s business after the closing will limit Assured�s operating and financial flexibility.

Under the Purchase Agreement, we have agreed to conduct FSA�s business subject to certain restraints. These restrictions will generally continue
for three years after the closing of the Acquisition. Among other things, we have agreed that unless FSA is rated below A1 by Moody�s and
below AA- by S&P, FSA will not write any business except municipal bond and infrastructure bond insurance, whether written directly,
assumed, reinsured or occurring through any merger transaction. We have also agreed that FSA will not repurchase, redeem or pay any
dividends in relation to any class of equity interests unless (i) (A) at such time FSA is rated at least AA- by S&P, AA- by Fitch and Aa3 by
Moody�s (if such rating agencies still rate financial guaranty insurers generally) and (B) the aggregate amount of such dividends in any year does
not exceed 125% of FSAH�s debt service requirements for that year or (ii) FSA receives prior rating agency confirmation that such action would
not cause any rating currently assigned to FSA to be downgraded immediately following such action. These agreements will limit Assured�s
operating and financial flexibility.

Although we expect that the Acquisition will result in benefits to Assured, we may not realize those benefits because of integration
difficulties.

Integrating the operations of Assured and FSAH successfully or otherwise realizing any of the anticipated benefits of the Acquisition, including
anticipated cost savings and additional revenue opportunities, involve a number of potential challenges. The failure to meet these integration
challenges could seriously harm our results of operations and the market price of the Assured common shares may decline as a result.

Realizing the benefits of the Acquisition will depend in part on the integration of information technology systems, operations and personnel.
These integration activities are complex and time-consuming and we may encounter unexpected difficulties or incur unexpected costs, including:

• diversion of management attention from ongoing business concerns to integration matters;

• difficulties in consolidating and rationalizing information technology platforms and administrative infrastructures; and
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• difficulties in combining corporate cultures, maintaining employee morale and retaining key employees.
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We may not successfully integrate the operations of Assured and FSAH in a timely manner and we may not realize the anticipated net reductions
in costs and expenses and other benefits and synergies of the Acquisition to the extent, or in the time frame, anticipated. In addition to the
integration risks discussed above, our ability to realize these net reductions in costs and expenses and other benefits and synergies could be
adversely impacted by practical or legal constraints on our ability to combine operations.

Subject to certain limitations, Dexia Holdings may sell Assured common shares at any time following the one year anniversary of the
Purchase Agreement, which could cause our stock price to decrease.

Dexia Holdings has agreed not to transfer any of the approximately 21.8 million Assured common shares received in connection with the
Acquisition at any time prior to November 14, 2009, the one year anniversary of the Purchase Agreement. We have agreed to register all of such
Assured common shares under the Securities Act of 1933, as amended (the �Securities Act�). The sale of a substantial number of Assured common
shares by Dexia Holdings or our other stockholders within a short period of time could cause Assured�s stock price to decrease, making it more
difficult for us to raise funds through future offerings of Assured common shares or acquire other businesses using Assured common shares as
consideration.
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