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FORWARD-LOOKING STATEMENTS

Some of the statements under "Business," "Management's Discussion and Analysis of Financial Condition and Results of Operations" and
elsewhere in this Form 10-K may include forward-looking statements which reflect our current views with respect to future events and financial
performance. These statements include forward looking statements both with respect to us specifically and the insurance and reinsurance
industries in general. Statements which include the words "expect," "intend," "plan," "believe," "project,” "anticipate," "may," "will," "continue,"
"further," "seek," and similar words or statements of a future or forward looking nature identify forward looking statements for purposes of the

federal securities laws or otherwise.

non non

All forward-looking statements address matters that involve risks and uncertainties. Accordingly, there are or will be important factors that
could cause our actual results to differ materially from those indicated in these statements. We believe that these factors include the following:

downgrades of the financial strength ratings assigned by the major rating agencies to any of our insurance subsidiaries at any
time, which has occurred in the past;

our inability to execute our business strategy;

reduction in the amount of reinsurance ceded by one or more of our principal ceding companies;

contract cancellations;

developments in the world's financial and capital markets that adversely affect our loss experience, the demand for our
products, our unrealized (losses) gains on derivative financial instruments or our investment returns;

more severe or frequent losses associated with our insurance products, or changes in our assumptions used to estimate loss
reserves and unrealized (losses) gains on derivative financial instruments;

changes in regulation or tax laws applicable to us, our subsidiaries or customers;

governmental actions;

natural catastrophes;

dependence on customers;

decreased demand for our insurance or reinsurance products or increased competition in our markets;

loss of key personnel;

technological developments;

the effects of mergers, acquisitions and divestitures;

changes in accounting policies or practices (see Part II Item 7. Management's Discussion and Analysis of Financial Condition
and Results of Operations under the heading " Critical Accounting Estimates Industry Methodogy", for more information);
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changes in the credit markets, segments thereof or general economic conditions, including the overall level of activity in the
economy or particular sectors, interest rates, credit spreads and other factors;

other risks and uncertainties that have not been identified at this time; and

management's response to these factors.
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The foregoing review of important factors should not be construed as exhaustive, and should be read in conjunction with the other
cautionary statements that are included in this Form 10-K. We undertake no obligation to update publicly or review any forward looking
statement, whether as a result of new information, future developments or otherwise.

If one or more of these or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may
vary materially from what we projected. Any forward looking statements you read in this Form 10-K reflect our current views with respect to
future events and are subject to these and other risks, uncertainties and assumptions relating to our operations, results of operations, growth
strategy and liquidity.

For these statements, we claim the protection of the safe harbor for forward-looking statements contained in Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934.
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PART I
ITEM 1. BUSINESS

Overview

non non "o
s

Assured Guaranty Ltd. (hereafter "Assured Guaranty," "we," "us," "our" or the "Company") is a Bermuda based holding company that
provides, through its operating subsidiaries, credit enhancement products to the public finance, structured finance and mortgage markets. Credit
enhancement products are financial guaranty or other types of financial support, including credit derivatives, that improve the credit of
underlying debt obligations. A derivative is a financial instrument whose characteristics and value depend upon the characteristics and value of
an underlying security or commodity. We apply our credit expertise, risk management skills and capital markets experience to develop
insurance, reinsurance and derivative products that meet the credit enhancement needs of our customers. We market our products directly and
through financial institutions, serving the U.S. and international markets.

Assured Guaranty Ltd. was incorporated in Bermuda in August 2003. We operate through wholly owned subsidiaries including Assured
Guaranty US Holdings Inc., Assured Guaranty Re Ltd. ("AG Re"), and Assured Guaranty Finance Overseas Ltd. ("AGFOL"). Our principal
operating subsidiaries are Assured Guaranty Corp. ("AGC") and AG Re.

Assured Guaranty US Holdings Inc., a Delaware holding company, owns 100% of AG Financial Products Inc., a Delaware
corporation, and AGC. AGC, a Maryland-domiciled insurance company, was organized in 1985 and commenced operations
in January 1988. It provides insurance and reinsurance of investment-grade financial guaranty exposures and credit default
swap transactions. AGC owns 100% of Assured Guaranty (UK) Ltd., a United Kingdom ("UK") incorporated company
licensed as a UK insurance company.

AG Re is incorporated under the laws of Bermuda and is licensed as a Class 3 Insurer and a Long-Term Insurer under the
Insurance Act 1978 and related regulations of Bermuda. AG Re owns Assured Guaranty Overseas US Holdings Inc., a
Delaware corporation, which owns the entire share capital of a Bermuda reinsurer, Assured Guaranty Re Overseas Ltd.
("AGRO"). AGRO, in turn, owns Assured Guaranty Mortgage Insurance Company ("Assured Guaranty Mortgage"), a New
York corporation. AG Re and AGRO underwrite financial guaranty and residential mortgage reinsurance. AG Re and
AGRO write business as direct reinsurers of third-party primary insurers and as reinsurers/retrocessionaires of certain
affiliated companies. Under a reinsurance agreement, the reinsurer, in consideration of a premium paid to it, agrees to
indemnify another insurer, called the ceding company, for part or all of the liability of the ceding company under one or
more insurance policies that the ceding company has issued.

AGFOL, based in the UK, is regulated by the Financial Services Authority as an Arranger that markets and sources
derivative transactions. AGFOL does not take risk in the transactions it arranges or places, and may not hold funds on behalf
of its customers.

Our Operating Segments

Our financial results include four principal business segments: financial guaranty direct, financial guaranty reinsurance, mortgage guaranty
and other. We primarily conduct our business in the United
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States, Bermuda and the European community. The following table sets forth our gross written premiums by segment for the periods presented:
Gross Written Premiums By Segment

Year Ended December 31,

2007 2006 2005

($ in millions)

Financial guaranty direct:

Structured finance $ 1226 $ 888 $ 75.1
Public finance 126.0 100.4 21.1
Total financial guaranty direct 248.6 189.2 96.2

Financial guaranty reinsurance:

Structured finance 43.2 31.7 35.1
Public finance 207.8 92.2 62.9
Total financial guaranty reinsurance 251.0 123.9 98.0
Mortgage guaranty 2.7 8.4 25.7
Total financial guaranty gross written premiums 502.4 321.6 219.9

Other 3.5 4.1 322
Total $ 5059 $ 3257  §$ 252.1

Financial Guaranty Direct

Financial guaranty direct insurance provides an unconditional and irrevocable guaranty that protects the holder of a financial obligation
against non-payment of principal and interest when due. Financial guaranty insurance may be issued to the holders of the insured obligations at
the time of issuance of those obligations, or may be issued in the secondary market to holders of public bonds and structured securities. Both
issuers of and investors in financial instruments may benefit from financial guaranty insurance. Issuers benefit because the insurance may have
the effect of lowering an issuer's cost of borrowing to the extent that the insurance premium is less than the value of the difference between the
yield on the insured obligation (which carries the credit rating of the insurer) and the yield on the obligation if sold on the basis of its uninsured
credit rating. Financial guaranty insurance also improves the marketability of obligations issued by infrequent or unknown issuers, as well as
obligations with complex structures or backed by asset classes new to the market. Investors benefit from increased liquidity in the secondary
market, added protection against loss in the event of the obligor's default on its obligation, and reduced exposure to price volatility caused by
changes in the credit quality of the underlying issue.

As an alternative to traditional financial guaranty insurance, credit protection relating to a particular security or issuer can be provided
through a credit derivative, such as a credit default swap. Under the terms of a credit default swap, the seller of credit protection makes a
specified payment to the buyer of credit protection upon the occurrence of one or more specified credit events with respect to a reference
obligation or entity. Credit derivatives typically provide protection to a buyer rather than credit enhancement of an issue as in traditional
financial guaranty insurance. Credit derivatives may be preferred by some customers because they generally offer ease of execution and
standardized terms.

Financial guaranty direct products are generally provided for structured finance and public finance obligations in the U.S. and international
markets.
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Structured Finance Structured finance obligations in both the U.S. and international markets are generally backed by pools of assets, such
as residential mortgage loans, consumer or trade receivables, securities or other assets having an ascertainable cash flow or market value, which
are generally held by a special purpose issuing entity. Structured finance obligations can be "funded" or "synthetic." Funded structured finance
obligations generally have the benefit of one or more forms of credit enhancement,
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such as over-collateralization and excess cash flow, to cover credit risks associated with the related assets. Synthetic structured finance
obligations generally take the form of credit derivatives or credit linked notes that reference a pool of securities or loans, with a defined
deductible to cover credit risks associated with the referenced securities or loans.

Public Finance Public finance obligations in both the U.S. and international markets consist primarily of debt obligations issued by or on
behalf of states or their political subdivisions (counties, cities, towns and villages, utility districts, public universities and hospitals, public
housing and transportation authorities), other public and quasi public entities, private universities and hospitals, and investor owned utilities.
These obligations generally are supported by the taxing authority of the issuer, the issuer's or underlying obligor's ability to collect fees or
assessments for certain projects or public services or revenues from operations. This market also includes project finance obligations, as well as
other structured obligations supporting infrastructure and other public works projects.

Financial Guaranty Reinsurance

Financial guaranty reinsurance indemnifies a primary insurance company against part of a loss that the latter may sustain under a policy
that it has issued. The reinsurer may itself purchase reinsurance protection ("retrocessions") from other reinsurers, thereby reducing its own
exposure.

Reinsurance agreements take two major forms: "treaty" and "facultative." Treaty reinsurance requires the reinsured to cede, and the
reinsurer to assume, specific classes of risk underwritten by the ceding company over a specified period of time, typically one year. Facultative
reinsurance is the reinsurance of part of one or more specified policies, and is subject to separate negotiation for each cession.

Financial Guaranty Portfolio

The principal types of obligations covered on a global basis by our financial guaranty direct and our financial guaranty reinsurance
businesses are structured finance and public finance obligations. Because both businesses involve similar risks, we analyze and monitor our
financial guaranty direct portfolio and our financial guaranty reinsurance portfolio on a unified process and procedure basis. In the tables that
follow, our reinsurance par outstanding on treaty business is reported on a one-quarter lag due to the timing of receipt of reports prepared by our
ceding companies. Our 2007 and 2006 reinsurance par outstanding on facultative business is reported on a current quarter basis while 2005 is
reported on a one-quarter lag. The following table sets forth our financial guaranty net par outstanding by product line:

Net Par Outstanding By Product Line

As of December 31,
2007 2006 2005
($ in billions)
U.S. Public Finance:
Direct $ 75 $ 35 $ 3.0
Reinsurance 74.4 48.8 47.7
Total U.S. public finance 81.9 52.3 50.8
U.S. Structured Finance:
Direct 65.0 44.5 28.9
Reinsurance 8.9 7.1 9.7
Total U.S. structured finance 73.8 51.6 38.6
International:
Direct 30.6 19.9 6.4
Reinsurance 14.0 8.5 6.7
Total international 44.5 28.4 13.1

10
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As of December 31,

Total net par outstanding(1) $ 2003 % 132.3

$

102.5

ey

Some amounts may not add due to rounding.

3

11
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U.S. Structured Finance Obligations We insure and reinsure a number of different types of U.S. structured finance obligations, including
the following:

Pooled Corporate Obligations These include securities primarily backed by various types of corporate debt obligations, such as
secured or unsecured bonds, bank loans or loan participations and trust preferred securities. These securities are often issued in
"tranches," with subordinated tranches providing credit support to the more senior tranches. Our financial guaranty exposures
generally are to the more senior tranches of these issues.

Prime Mortgage-Backed and Home Equity These include obligations backed by closed-end first mortgage loans and closed-
and open-end second mortgage loans or home equity loans on one-to-four family residential properties, including condominiums and
cooperative apartments.

Consumer Receivables These include obligations backed by non-mortgage consumer receivables, such as automobile loans and
leases, credit card receivables and other consumer receivables. Credit support is generally derived from the cash flows generated by
the underlying obligations, as well as property, automobile or equipment values as applicable. Additional credit protection for our
exposure may be in the form of over-collateralization, excess spread, cash reserves, first loss letters of credit, subordinated securities
or a combination of the foregoing.

Commercial Receivables These include obligations backed by equipment loans or leases, fleet auto financings, business loans
and trade receivables. Credit support is derived from the cash flows generated by the underlying obligations, as well as property or
equipment values as applicable. Additional credit protection for our exposure may be in the form of over-collateralization, excess
spread, cash reserves, first loss letters of credit, subordinated securities or a combination of the foregoing.

Subprime Mortgage-Backed and Home Equity These include obligations backed by closed-end first mortgage loans and
closed- and open-end second mortgage loans or home equity loans on one-to-four family residential properties, including
condominiums and cooperative apartments, made to subprime borrowers. A subprime borrower is a borrower with higher risk
characteristics, usually as determined by credit score and/or credit history. Subprime mortgage-backed and home equity transactions
benefit from higher levels of structured credit protection through subordination and/or excess spread.

Commercial Mortgage-Backed Securities These include debt instruments that are backed by pools of commercial mortgages.
The collateral supporting commercial mortgage-backed securities include hotel properties, retail properties, office buildings and
industrial properties.

Structured Credit These include whole business securitizations and intellectual property securitizations. Whole business
securitizations are obligations backed by revenue-producing assets sold to a limited-purpose company by an operating company,

including franchise agreements, lease agreements, intellectual property and real property.

Insurance Securitizations These include bonds secured by the future earnings from pools of various types of
insurance/reinsurance policies and income produced by invested assets.

Other Structured Finance Other structured finance exposures in our portfolio include bonds or other securities backed by assets
not generally described in any of the other described categories.

4

12
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The following table sets forth our U.S. structured finance direct and reinsurance gross par written by asset type (stated as a percentage of
total U.S. structured finance direct and reinsurance gross par) for the periods presented:

U.S. Structured Finance Gross Par Written by Asset Type

Year Ended December 31,
2007 2006 2005
($ in billions)

Pooled corporate obligations 40.9% 49.2% 53.9%
Prime mortgage-backed and home equity 24.0% 5.7% 24.5%
Consumer receivables 13.9% 5.9% 3.0%
Commercial receivables 6.8% 2.1% 4.5%
Subprime mortgage-backed and home equity 4.8% 16.4% 5.6%
Commercial mortgage-backed securities 4.1% 14.1% 3.8%
Structured credit 2.9% 4.2% 1.7%
Insurance securitizations 2.2% 2.1%
Other structured finance 0.4% 0.3% 3.0%

Total 100.0% 100.0% 100.0%

Total U.S. structured finance gross par written $ 360 §$ 282 $ 15.8

The following table sets forth our U.S. structured finance direct and reinsurance net par outstanding by asset type (stated as a percentage of
total U.S. structured finance direct and reinsurance net par outstanding) as of the dates indicated:

U.S. Structured Finance Net Par Outstanding by Asset Type

As of December 31,
2007 2006 2005
($ in billions)
Pooled corporate obligations 45.8% 49.6% 49.7%
Prime mortgage-backed and home equity 15.2% 9.4% 14.1%
Subprime mortgage-backed and home equity 9.5% 12.4% 10.9%
Consumer receivables 8.9% 5.2% 6.3%
Commercial mortgage-backed securities 8.1% 10.5% 6.1%
Commercial receivables 7.1% 4.7% 5.2%
Structured credit 2.1% 3.0% 2.9%
Insurance securitizations 1.6% 1.5%
Other structured finance 1.7% 3.7% 4.8%
Total 100.0% 100.0% 100.0%
I L] L]
Total U.S. structured finance par outstanding $ 73.8 $ 516 $ 38.6
5

13
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The table below shows our ten largest financial guaranty U.S. structured finance direct and reinsurance exposures by revenue source as a
percentage of total financial guaranty net par outstanding as of December 31, 2007:

Ten Largest U.S. Structured Finance Exposures

Percent of
Net Par Total Net Par
Outstanding Outstanding Rating(1)

($ in millions)

Discover Card Master Trust I Series A $ 1,200 0.6% AAA
Deutsche Alt-A Securities Mortgage

Loan 2007-2 1,130 0.6% AAA
Field Point III & IV, Limited 912 0.5% AA-
Field Point I & II, Limited 805 0.4% AA-
Countrywide Home Equity Loan Trust

2007-D 757 0.4% BB
Private Pooled Corporate Obligations 747 0.4% AAA
Mortgagelt Securities Corp. Mortgage

Loan 2007-2 728 0.4% AAA / Super senior
Private Pooled Corporate Obligations 713 0.4% AAA
Ares Enhanced Credit Opportunities

Fund 664 0.3% AAA
Private Pooled Corporate Obligations 660 0.3% AAA

Total of top ten U.S. structured
finance exposures $ 8,316 4.3%

)]
The Company's internal rating. The Company's scale is comparable to that of the nationally recognized rating
agencies. The super senior category, which is not generally used by rating agencies, is used by the Company in
instances where the Company's AAA-rated exposure has additional credit enhancement due to either (1) the
existence of another security rated AAA that is subordinated to the Company's exposure or (2) the Company's
exposure benefits from a different form of credit enhancement that would pay any claims first in the event that any
of the exposures incurs a loss, and such credit enhancement, in management's opinion, causes the Company's
attachment point to be materially above the AAA attachment point.

6
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U.S. Public Finance Obligations We insure and reinsure a number of different types of U.S. public obligations, including the following:

General Obligation Bonds These include full faith and credit bonds that are issued by states, their political subdivisions and
other municipal issuers, and are supported by the general obligation of the issuer to pay from available funds and by a pledge of the
issuer to levy ad valorem taxes in an amount sufficient to provide for the full payment of the bonds.

Tax-Backed Bonds These include a variety of obligations that are supported by the issuer from specific and discrete sources of
taxation and include tax-backed revenue bonds, general fund obligations and lease revenue bonds. Tax-backed obligations may be
secured by a lien on specific pledged tax revenues, such as a gasoline or excise tax, or incrementally from growth in property tax
revenue associated with growth in property values. These obligations also include obligations secured by special assessments levied
against property owners and often benefit from issuer covenants to enforce collections of such assessments and to foreclose on
delinquent properties. Lease revenue bonds typically are general fund obligations of a municipality or other governmental authority
that are subject to annual appropriation or abatement; projects financed and subject to such lease payments ordinarily include real
estate or equipment serving an essential public purpose. Bonds in this category also include moral obligations of municipalities or
governmental authorities.

Healthcare Bonds These include obligations of healthcare facilities including community based hospitals and systems. In
addition to healthcare facilities, obligors in this category include a small number of health maintenance organizations and long-term
care facilities.

Transportation Bonds These include a wide variety of revenue-supported bonds, such as bonds for airports, ports, tunnels,
municipal parking facilities, toll roads and toll bridges.

Municipal Utility Bonds These include the obligations of all forms of municipal utilities, including electric, water and sewer
utilities and resource recovery revenue bonds. These utilities may be organized in various forms, including municipal enterprise
systems, authorities or joint action agencies.

Higher Education Bonds These include obligations secured by revenue collected by either public or private secondary schools,
colleges and universities. Such revenue can encompass all of an institution's revenue, including tuition and fees, or in other cases, can
be specifically restricted to certain auxiliary sources of revenue.

Housing Revenue Bonds These include obligations relating to both single and multi-family housing, issued by states and
localities, supported by cash flow and, in some cases, insurance from such entities as the Federal Housing Administration.

Investor-Owned Utility Bonds These include obligations primarily backed by investor-owned utilities, first mortgage bond
obligations of for-profit electric or water utilities providing retail, industrial and commercial service, and also include sale-leaseback
obligation bonds supported by such entities.

Other Public Bonds These include other debt issued, guaranteed or otherwise supported by U.S. national or local governmental
authorities, as well as student loans, revenue bonds, and obligations of some not-for-profit organizations.

15
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The following table sets forth our U.S. public finance direct and reinsurance gross par written by bond type (stated as a percentage of total
U.S. public finance direct and reinsurance gross par written) for the years presented:

U.S. Public Finance Gross Par Written by Asset Type

Year Ended December 31,
2007 2006 2005
($ in billions)

General obligation 25.1% 28.3% 26.0%
Tax-backed 22.9% 28.3% 32.2%
Healthcare 13.1% 20.1% 3.0%
Transportation 10.4% 5.3% 17.2%
Municipal utilities 8.9% 10.9% 9.9%
Higher education 7.3% 3.0% 5.3%
Housing 3.1% 0.4% 1.4%
Investor-owned utilities 2.2% 3.2% 3.6%
Other public finance 7.0% 0.5% 1.4%
Total 100.0% 100.0% 100.0%

L] L] I

Total U.S. public finance gross par written $ 348 $ 69 $ 6.0

The following table sets forth our U.S. public finance direct and reinsurance net par outstanding by bond type (stated as a percentage of
total U.S. public finance direct and reinsurance net par outstanding) as of the dates indicated:

U.S. Public Finance Net Par Qutstanding by Asset Type

As of December 31,

2007 2006 2005
($ in billions)

General obligation 24.8% 24.3% 23.6%
Tax-backed 21.7% 22.6% 21.0%
Municipal utilities 14.2% 18.5% 20.4%
Healthcare 12.7% 12.6% 11.8%
Transportation 12.2% 12.0% 12.6%
Higher education 4.5% 2.4% 2.3%
Investor-owned utilities 2.8% 3.0% 2.8%
Housing 2.5% 2.1% 2.3%
Other public finance 4.6% 2.5% 3.2%
Total 100.% 100.0% 100.0%

L] I I

Total U.S. public finance net par outstanding $ 819 § 523 $ 50.8

16
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The table below shows our ten largest financial guaranty U.S. public finance direct and reinsurance exposures by revenue source as a
percentage of total financial guaranty net par outstanding as of December 31, 2007:

Ten Largest U.S. Public Finance Exposures

Percent of Total
Net Par Net Par
Outstanding Outstanding Rating(1)

($ in millions)

State of California General Obligation & Leases $ 1,311 0.7% A+
City of Chicago General Obligation & Leases 913 0.5% AA-
New York City General Obligation & Leases 894 0.4% A+
Commonwealth of Puerto Rico General Obligation &
Leases 822 04%  BBB-
State of Washington General Obligation 803 0.4% AA
Denver International Airport System 765 0.4% A+
Los Angeles Unified School District 749 0.4% AA
State of New Jersey General Obligation & Leases 687 0.3% AA-
Commonwealth of Massachusetts General
Obligation & Bay Transportation 685 0.3% AA-
State of New York General Obligation & Leases 676 0.3% AA
Total of top ten U.S. public finance exposures $ 8,305 4.1%

)]

The Company's internal rating. The Company's scale is comparable to that of the nationally recognized rating
agencies. The super senior category, which is not generally used by rating agencies, is used by the Company in
instances where the Company's AAA-rated exposure has additional credit enhancement due to either (1) the
existence of another security rated AAA that is subordinated to the Company's exposure or (2) the Company's
exposure benefits from a different form of credit enhancement that would pay any claims first in the event that any
of the exposures incurs a loss, and such credit enhancement, in management's opinion, causes the Company's
attachment point to be materially above the AAA attachment point.

International Obligations We insure and reinsure a number of different types of international public and structured obligations, including
the following:

Infrastructure and pooled infrastructure These include obligations issued by a variety of entities engaged in the financing of
international infrastructure projects, such as roads, airports, ports, social infrastructure, and other physical assets delivering essential
services supported either by long-term concession arrangements with a public sector entity or a regulatory regime. The majority of our
international infrastructure business is conducted in the UK.

Pooled Corporate Obligations These include securities primarily backed by pooled corporate debt obligations, such as corporate
bonds, bank loans or loan participations and trust preferred securities. These securities are often issued in "tranches," with
subordinated tranches providing credit support to the more senior tranches. Our financial guaranty exposures generally are to the more
senior tranches of these issues.
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Regulated Utilities These include obligations issued by government-regulated providers of essential services and commodities,
including electric, water and gas utilities. The majority of our international regulated utility business is conducted in the UK.

Mortgage-Backed and Home Equity These include obligations backed by closed-end first mortgage loans and closed- and
open-end second mortgage loans or home equity loans on residential properties. The mortgage loans supporting international
mortgage-backed transactions insured by us are primarily made to prime borrowers.

Public Finance These include obligations of local, municipal, regional or national governmental authorities or agencies.

Commercial Receivables These include obligations backed by equipment loans or leases, fleet auto financings, business loans
and trade receivables. Credit support is derived from cash flows generated by the underlying obligations as well as property and
equipment values as applicable. Additional credit protection for our exposure may be in the form of over-collateralization, excess
spread, cash reserves, first loss letters of credit, subordinated securities or a combination of the foregoing.

Commercial Mortgage-Backed Securities These include debt instruments that are backed by pools of commercial mortgages.
The properties backing commercial mortgage-backed securities include hotel properties, retail properties, office buildings and
industrial properties.

Future Flow These include obligations supported by future receivables generated by financial flows (foreign remittances and
foreign credit card flows), and by future receivables generated by commodity flows (future oil and gas, minerals, or refined product
production). Such receivables are typically generated in emerging market countries. Payments due to the issuer are made in the United
States or other developed countries and deposited into accounts in such countries. The issuer assigns such receivables to an offshore
special purpose vehicle that issues notes backed by such flows.

Insurance Securitizations These include bonds secured by the future earnings from pools of various types of
insurance/reinsurance policies and income produced by invested assets.

Structured Credit These include whole business securitizations and intellectual property securitizations. Whole business
securitizations are obligations backed by revenue-producing assets sold to a limited-purpose company by an operating company,
including franchise agreements, lease agreements, intellectual property and real property.

Consumer receivables These include obligations backed by non-mortgage consumer receivables, such as automobile loans and
leases, credit card receivables and other consumer receivables. Credit support is generally derived from the cash flows generated by
the underlying obligations, as well as property, automobile or equipment values as applicable. Additional credit protection for our
exposure may be in the form of over-collateralization, excess spread, cash reserves, first loss letters of credit, subordinated securities
or a combination of the foregoing.

Other International Structured Finance Other international structured finance exposures in our portfolio include bonds or other
securities backed by assets not generally described in any of the other described categories.

10
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The following table sets forth our international direct and reinsurance gross par written by bond type (stated as a percentage of total
international direct and reinsurance gross par written) for the years presented:

International Gross Par Written by Asset Type

Year Ended December 31,

2007 2006 2005

($ in billions)

Pooled corporate obligations 31.0% 16.6% 17.8%

Infrastructure and pooled infrastructure 19.3% 34.1% 19.2%

Regulated utilities 18.2% 17.5%

Mortgage-backed and home equity 15.9% 17.5% 25.8%

Commercial receivables 5.0% 2.2% 5.5%

Public finance 4.3% 2.6% 6.9%

Consumer receivables 2.0%

Commercial mortgage-backed securities 1.8% 4.2%

Future flow 1.5% 1.8% 7.9%

Structured credit 0.6% 18.7%

Insurance securitizations 3.2%

Other international structured finance 0.4% 0.3% (1.8)%
Total 100.0% 100.0% 100.0%

Total international gross par written $ 173  $ 159 § 44

The following table sets forth our international direct and reinsurance net par outstanding by bond type (stated as a percentage of total
international direct and reinsurance net par outstanding) as of the dates indicated:

International Net Par Outstanding by Asset Type

As of December 31,
2007 2006 2005
($ in billions)

Infrastructure and pooled infrastructure 26.0% 29.1% 26.4%
Pooled corporate obligations 19.0% 12.6% 16.1%
Regulated utilities 18.7% 16.8%
Mortgage-backed and home equity 16.5% 17.6% 16.3%
Public finance 4.5% 4.2% 11.1%
Commercial receivables 4.3% 3.8% 7.0%
Commercial mortgage-backed securities 2.8% 3.8% 0.9%
Future flow 2.5% 3.6% 7.1%
Insurance securitizations 1.9% 3.3%
Structured credit 1.3% 2.1% 8.8%
Consumer receivables 0.8% 0.4% 1.1%
Other international structured finance 1.7% 2.7% 5.2%

Total 100.0% 100.0% 100.0%

Total international net par outstanding $ 45 $ 284 $ 13.1
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The table below shows our ten largest financial guaranty international direct and reinsurance exposures by revenue source as a percentage
of total financial guaranty net par outstanding as of December 31, 2007:

Ten Largest International Exposures

Percent of Total
Net Par Net Par
Outstanding Outstanding Rating(1)

($ in millions)

Private Prime European RMBS $ 1,561 0.8%  AAA / Super senior
Graphite Mortgages PLC Provide Graphite
2005-2 1,277 0.6% AAA / Super senior
Permanent Master Issuer PLC 1,157 0.6% AAA
Essential Public Infrastructure Capital III 1,153 0.6%  AAA / Super senior
Essential Public Infrastructure Capital II 1,122 0.6%  AAA /Super senior
Paragon Mortgages (No.13) PLC 960 0.5% AAA
Granite Master Issuer PLC 910 0.5% AAA
International Infrastructure Pool 873 04%  AAA / Super senior
International Infrastructure Pool 873 04%  AAA / Super senior
International Infrastructure Pool 813 04%  AAA/ Super senior
Total of top ten international exposures $ 10,699 5.4%

)]

The Company's internal rating. The Company's scale is comparable to that of the nationally recognized rating
agencies. The super senior category, which is not generally used by rating agencies, is used by the Company in
instances where the Company's AAA-rated exposure has additional credit enhancement due to either (1) the
existence of another security rated AAA that is subordinated to the Company's exposure or (2) the Company's
exposure benefits from a different form of credit enhancement that would pay any claims first in the event that any
of the exposures incurs a loss, and such credit enhancement, in management's opinion, causes the Company's
attachment point to be materially above the AAA attachment point.

Financial Guaranty Portfolio by Internal Rating
The following table sets forth our financial guaranty portfolio as of December 31, 2007 by internal rating:

Financial Guaranty Portfolio by Internal Rating

Percent of Total

Net Par Net Par
Rating Category(1) Outstanding Outstanding
($ in billions)

Super senior $ 36.4 18.2%
AAA 473 23.6%
AA 38.4 19.2%
A 49.2 24.6%
BBB 26.9 13.4%
Below investment grade 2.1 1.1%

Total(2) $ 200.3 100.0%

ey
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The Company's internal rating. The Company's scale is comparable to that of the nationally recognized rating
agencies. The super senior category, which is not generally used by rating agencies, is used by the Company in
instances where the Company's AAA-rated exposure has additional credit enhancement due to either (1) the
existence of another security rated AAA that is subordinated to the Company's exposure or (2) the Company's
exposure benefits from a different form of credit enhancement that would pay any claims first in the event that any
of the exposures incurs a loss, and such credit enhancement, in management's opinion, causes the Company's
attachment point to be materially above the AAA attachment point.

Percent total does not add due to rounding.

12

21



Edgar Filing: ASSURED GUARANTY LTD - Form 10-K

Financial Guaranty Portfolio by Geographic Area

The following table sets forth the geographic distribution of our financial guaranty portfolio as of December 31, 2007:

United States:
California
New York
Florida
Texas
Illinois
Massachusetts
Pennsylvania
New Jersey
Washington
Michigan
Other states

Financial Guaranty Portfolio by Geographic Area

Mortgage and structured (multiple states)

Total U.S.(1)
International

Total

)

Percent of Total

Net Par Net Par
Outstanding Outstanding
($ in billions)
$ 13,068 6.5%
7,351 3.7%
6,403 3.2%
4,718 2.4%
4,243 2.1%
3,763 1.9%
3,509 1.8%
2,613 1.3%
2,540 1.3%
2,300 1.1%
31,405 15.7%
73,820 36.9%
155,733 77.8%
44,546 22.2%
$ 200,279 100.0%

Percent total does not add due to rounding.

Financial Guaranty Portfolio by Issue Size

We seek broad coverage of the market by insuring and reinsuring small and large issues alike. The following table sets forth the distribution
of our portfolio as of December 31, 2007 by original size of our exposure:

Financial Guaranty Portfolio by Issue Size

Percent of Total % of Total
Number of Number of Net Par Net Par
Original Par Amount Per Issue Issues Issues Outstanding Outstanding
($ in billions)

Less than $10.0 million 5,565 67.0% $ 6.2 3.1%
$10.0 through $24.9 million 879 10.6% 9.3 4.6%
$25.0 through $49.9 million 672 8.1% 17.4 8.7%
$50.0 million and above 1,187 14.3% 167.4 83.6%

Total 8,303 100.0% $ 200.3 100.0%

I
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Financial Guaranty Portfolio by Source
The following table sets forth our financial guaranty portfolio as of and for the year ended December 31, 2007 by source:

Financial Guaranty Portfolio by Source

Gross Par Gross Par
Written In Force
($ in billions)
Direct $ 1569 $ 107.4
Reinsurance:
Financial Security Assurance Inc 57.1 29.8
Ambac Assurance Corporation 53.8 40.1
MBIA Insurance Corporation 45.5 10.3
Financial Guaranty Insurance Company 35.6 13.8
Other ceding companies 10.9 3.5
Total Reinsurance 202.9 97.5
Total $ 3598 § 204.9

Mortgage Guaranty Insurance/Reinsurance

Mortgage guaranty insurance is a specialized class of credit insurance that provides protection to mortgage lending institutions against the
default of borrowers on mortgage loans that, at the time of the advance, had a loan-to-value ("LTV") in excess of a specified ratio. In the United
States, governmental agencies and private mortgage guaranty insurance compete in this market, while some lending institutions choose to self
insure against the risk of loss on high LTV mortgage loans.

Reinsurance in the mortgage guaranty insurance industry is used to increase the insurance capacity of the ceding company, to assist the
ceding company in meeting applicable regulatory and rating agency requirements, to augment the financial strength of the ceding company, and
to manage the ceding company's risk profile.

The U.S. private mortgage guaranty insurance industry, composed of only monoline insurance companies as required by law, provides two
basic types of coverage: primary insurance, which protects lenders against default on individual residential mortgage loans by covering losses on
such loans to a stated percentage, and pool insurance, which protects lenders against loss on an underlying pool of individual mortgages by
covering the full amount of the loss (less the proceeds from any applicable primary coverage) on individual residential mortgage loans in the
pool, with an aggregate limit usually expressed as a percentage of the initial loan balances in the pool. Primary and pool insurance are used to
facilitate the sale of mortgage loans in the secondary mortgage market, principally to the Federal National Mortgage Association ("Fannie Mae")
and the Federal Home Loan Mortgage Corporation ("Freddie Mac"). Fannie Mae and Freddie Mac provide indirect funding for approximately
half of all mortgage loans originated in the United States. Fannie Mae and Freddie Mac are prohibited by their charters from purchasing
mortgage loans with LTV's of greater than 80% unless the loans are insured by a designated mortgage guaranty insurer or some other form of
credit enhancement is provided. In addition, pool insurance is often used to provide credit support for mortgage-backed securities and other
secondary mortgage market transactions.

Mortgage guaranty reinsurance comprises the bulk of our in force mortgage business. We have provided reinsurance of primary mortgage
insurance and pool insurance in the United States on a quota share and excess of loss basis. Quota share reinsurance describes all forms of
reinsurance in which the reinsurer shares in a proportional part of the original premiums and losses of the business
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ceded by the primary company (subject to a ceding commission). Excess of loss reinsurance refers to reinsurance which indemnifies the ceding
company for that portion of the loss that exceeds an agreed upon "retention." There has been a decrease in demand for our quota share mortgage
guaranty reinsurance products over the last five years, as primary mortgage insurers have expanded their capital bases.

We have been a leading provider of excess of loss reinsurance to lender captives and third party insurers in the United Kingdom. There is
not a consistent demand for mortgage insurance guaranty ("MIG") reinsurance in the United Kingdom although business opportunities may arise
from time to time. We have entered into multi year reinsurance arrangements with several lenders and third party insurers.

We have also participated in the mortgage reinsurance markets in Ireland, Hong Kong and Australia. We have participated in these markets
on an excess of loss basis with high attachment points and believe that our risk of loss on these transactions is remote.

The mortgage guaranty segment has a decreasing portfolio and is opportunistic with limited possibilities for new business due to our change
in business strategy and the overall market for mortgage insurance. New business in this segment will be generated at irregular intervals.

Mortgage Portfolio
The following table sets forth our mortgage insurance and reinsurance risk in force by geographic region as of December 31, 2007:
Mortgage Guaranty Risk In Force By Geographic Region

Risk In Force Percent

($ in millions)

United Kingdom $ 865.0 77.5%
Ireland 152.9 13.7%
United States 98.3 8.8%

Total $ 1,116.2 100.0%

The following table sets forth our mortgage guaranty risk in force by treaty type as of December 31, 2007:
Mortgage Guaranty Risk In Force By Treaty Type

Risk In Force Percent

($ in millions)

Excess of loss $ 1,112.9 99.7%
Quota share 3.3 0.3%
Total $ 1,116.2 100.0%

Other

We have participated in several lines of business that are reflected in our historical financial statements, but that we exited, including equity
layer credit protection, trade credit reinsurance, title reinsurance, and auto residual value reinsurance.
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Underwriting

The underwriting, operations and risk management guidelines, policies and procedures of our insurance and reinsurance subsidiaries are
tailored to their respective businesses, providing multiple levels of credit review and analysis.

Exposure limits and underwriting criteria are established, as appropriate, for sectors, countries, single risks and in the case of structured
finance obligations, servicers. Single risk limits are established in relation to the Company's capital base and are based on our assessment of
potential severity of loss as well as other factors. Sector limits are based on our assessment of intra sector correlation, as well as other factors.
Country limits are based on long term foreign currency ratings, history of political stability, size and stability of the economy and other factors.

Critical risk factors for proposed public finance exposures include, for example, the credit quality of the issuer, the type of issue, the
repayment source, security pledged, the presence of restrictive covenants, and the issue's maturity. Underwriting consideration for exposures
include (1) class, reflecting economic and social factors affecting that bond type, including the importance of the proposed project, (2) the
financial management of the project and of the issuer, and (3) various legal and administrative factors. In cases where the primary source of
repayment is the taxing or rate setting authority of a public entity, such as general obligation bonds, transportation bonds and municipal utility
bonds, emphasis is placed on the overall financial strength of the issuer, the economic and demographic characteristics of the taxpayer or
ratepayer base and the strength of the legal obligation to repay the debt. In cases of quasi- public entities such as healthcare bonds and private
higher education bonds, emphasis is placed on the financial stability of the institution, its competitive position and its management.

Structured finance obligations generally present three distinct forms of risk: (1) asset risk, pertaining to the amount and quality of assets
underlying an issue; (2) structural risk, pertaining to the extent to which an issue's legal structure provides protection from loss; and
(3) execution risk, which is the risk that poor performance by a servicer contributes to a decline in the cash flow available to the transaction.
Each risk is addressed in turn through our underwriting process. Generally, the amount and quality of asset coverage required with respect to a
structured finance exposure is dependent upon the historic performance of the subject asset class, or those assets actually underlying the risk
proposed to be insured or reinsured. Future performance expectations are developed from this history, taking into account economic, social and
political factors affecting that asset class as well as, to the extent feasible, the subject assets themselves. Conclusions are then drawn about the
amount of over-collateralization or other credit enhancement necessary in a particular transaction in order to protect investors (and therefore the
insurer or reinsurer) against poor asset performance. In addition, structured securities usually are designed to protect investors (and therefore the
guarantor) from the bankruptcy or insolvency of the entity which originated the underlying assets, as well as the bankruptcy or insolvency of the
servicer of those assets.

For international transactions, an analysis of the country or countries in which the risk resides is performed. Such analysis includes as
assessment of the political risk as well as the economic and demographic characteristics of the country or countries. For each transaction, we
perform an assessment of the legal regime governing the transaction and the laws affecting the underlying assets supporting the obligations.

Underwriting Procedures

The Risk Oversight Committee of the Board of Directors oversees our credit underwriting process. Subject to limits established by the Risk
Oversight Committee, the Portfolio Risk Management Committee implements specific underwriting procedures and limits for the Company. The
Portfolio Risk Management Committee also allocates underwriting capacity among the Company's subsidiaries.
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The Portfolio Risk Management Committee focuses on the measurement and management of credit, market and liquidity risk for the overall
company and its main operating subsidiaries. It has established and maintains underwriting limits, policies and procedures and meets at least
quarterly to review and set policy.

Each insurance, facultative reinsurance and credit derivative transaction after passing an initial assessment intended to consider the
desirability of the proposed exposure, is assigned to a team including relevant underwriting and legal personnel. Finance personnel review the
proposed exposure for compliance with applicable accounting standards and investment guidelines. The team reviews the structure of the
transaction, and the underwriter reviews credit issues pertinent to the particular line of business. In our structured financial guaranty and
mortgage guaranty lines, underwriters generally apply computer models to stress cash flows in their assessment of the risk inherent in a
particular transaction. For reinsurance transactions, stress model results may be provided by the primary insurer. Stress models may also be
developed internally by our underwriting department and reflect both empirical research as well as information gathered from third parties, such
as rating agencies, investment banks or servicers. Where warranted to assess a particular credit risk properly, we may perform a due diligence
review in connection with a transaction. A due diligence review may include, among other things, meetings with issuer management, review of
underwriting and operational procedures, file reviews, and review of financial procedures and computer systems. The structure of a transaction is
also scrutinized from a legal perspective by in house and, where appropriate, external counsel, and specialty legal expertise is consulted when
our legal staff deems it appropriate.

Upon completion of underwriting analysis, the underwriter prepares a formal credit report that is submitted to a credit committee for
review. An oral presentation is usually made to the committee, followed by questions from committee members and discussion among the
committee members and the underwriters. In some cases, additional information may be presented at the meeting or required to be submitted
prior to approval. Signatures of committee members are received and any further requirements, such as specific terms or evidence of due
diligence, are noted. At the discretion of the Chief Credit Officer, for submissions that are of a relatively low-risk nature or where the transaction
is substantially similar to others that have been submitted in the past, a formal meeting may be foregone. A formal submission and signatures of
the committee members are required whether a formal meeting is held or not. U.S. direct business is submitted to AGC's Credit Committee,
which consists of senior professionals including underwriting officers, the President and Chief Credit Officer and other senior officers of AGC.
Certain public finance and residential mortgage-backed securities transactions that meet specific criteria with respect to size, rating and type of
risk, may be eligible for an expedited approval process, in which the submission may be approved by two of four designated senior officers of
AGC, one of whom must be either the President or Chief Credit Officer. Transactions submitted by Assured Guaranty (UK) Ltd. must be
approved by Assured Guaranty (UK) Ltd.'s Underwriting Committee, consisting of senior officers of Assured Guaranty (UK) Ltd., and by a
Supervisory Underwriting Committee consisting of the AGC Credit Committee. Transactions submitted for execution in AGRO must be
recommended by the AG Intermediary Credit Committee, consisting substantially of senior officers of AGC including the President and Chief
Credit Officer, and approved by AGRO's underwriting managers in Bermuda. Transactions submitted for approval within AG Re must be
approved by the AG Re Underwriting Committee, containing senior officers of AG Re, including the President and Chief Operating Officer.
Certain transactions submitted for approval within AG Re that meet specific criteria with respect to size, rating and type of risk, require further
approval of one of four designated officers of Assured Guaranty Ltd.

Treaty Underwriting

The procedures for underwriting treaty business differ somewhat from those for facultative reinsurance, as we make a forward commitment
to reinsure business from a ceding company for a
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specified period of time. Although we have the ability to exclude certain classes or categories of risk from a treaty, we have a limited ability to
control the individual risks ceded pursuant to the terms of the treaty. As a result, we enter into reinsurance treaties only with ceding companies
with proven track records and after extensive underwriting due diligence with respect to the proposed cedant. Prior to entering into a reinsurance
treaty, we meet with senior management, underwriters, risk managers, and accounting and systems personnel of the proposed cedant. We
evaluate the ceding company's underwriting expertise and experience, capital position, in-force book of business, reserves, cash flow,
profitability and financial strength. We actively monitor ceded treaty exposures. Collected data is evaluated regularly to detect ceded risks that
are inconsistent with our expectations. If appropriate and permitted under the terms of the treaty, we add exclusions in response to risks
identified during our evaluations. Our surveillance department conducts periodic audits of each ceding company. The audits entail review of
underwriting and surveillance files, as well as meetings with management. Information gathered during these audits is used to re-evaluate
treaties at the time of renewal.

Risk Management

The Risk Oversight and Audit Committees of the Board of Directors oversees our risk management policies and procedures. Within the
limits established by the board committees, specific risk policies and limits are set by the Portfolio Risk Management Committee, which
includes members of senior management and senior Credit and Surveillance officers. As part of its risk management strategy, the Company may
seek to obtain third party reinsurance or retrocessions and may also periodically enter into other arrangements to alleviate all or a portion of this
risk.

Our Risk Management and Surveillance personnel are responsible for monitoring and reporting on all transactions in the insured portfolio,
including exposures in both the Direct and Reinsurance segments. The primary objective of the surveillance process is to monitor trends and
changes in transaction credit quality, detect any deterioration in credit quality, and take such remedial actions as may be necessary or
appropriate. All transactions in the insured portfolio are risk rated, and surveillance personnel are responsible for adjusting those ratings to
reflect changes in transaction credit quality. Surveillance personnel are also responsible for managing work-out and loss situations when
necessary. For transactions where a loss is considered probable, surveillance personnel make recommendations on case loss reserves to a reserve
committee. The reserve committee is made up of the Chief Executive Officer, Chief Financial Officer, Chief Surveillance Officer, General
Counsel and Chief Accounting Officer. The reserve committee considers the recommendations of the surveillance personnel when reviewing
reserve recommendations of our operating subsidiaries.

Direct Businesses

We conduct surveillance procedures to track risk aggregations and monitor performance of each risk. The review cycle and scope vary
based upon transaction type and credit quality. In general, the review process includes the collection and analysis of information from various
sources, including trustee and servicer reports, financial statements and reports, general industry or sector news and analyses, and rating agency
reports. For Public Finance risks, the surveillance process includes monitoring general economic trends, developments with respect to state and
municipal finances, and the financial situation of the issuers. For Structured Finance transactions, the surveillance process can include
monitoring transaction performance data and cash flows, compliance with transaction terms and conditions, and evaluation of servicer or
collateral manager performance and financial condition. Additionally, the Company uses various quantitative tools and models to assess
transaction performance and identify situations where there may have been a change in credit quality. For all transactions, surveillance activities
may include discussions with or site visits to issuers, servicers or other parties to a transaction.
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Reinsurance Businesses

For transactions in our Reinsurance segment, the primary insurers are responsible for conducting ongoing surveillance, and our surveillance
personnel monitor the activities of the primary insurers through a variety of means, such as review of surveillance reports provided by the
primary insurers, and meetings and discussions with their analysts. Our surveillance personnel take steps to ensure that the primary insurer is
managing risk pursuant to the terms of the applicable reinsurance agreement. To this end, we conduct periodic reviews of ceding companies'
surveillance activities and capabilities. That process may include the review of the primary insurer's underwriting, surveillance, and claim files
for certain transactions. In the event of credit deterioration of a particular exposure, more frequent reviews of the ceding company's risk
mitigation activities are conducted. Our surveillance personnel also monitor general news and information, industry trends, and rating agency
reports to help focus surveillance activities on sectors or credits of particular concern. For certain exposures, we also will undertake an
independent analysis and remodeling of the transaction.

Closely Monitored Credits

Our surveillance department is responsible for monitoring our portfolio of credits and maintains a list of closely monitored credits
("CMC"). The closely monitored credits are divided into four categories: Category 1 (low priority; fundamentally sound, greater than normal
risk); Category 2 (medium priority; weakening credit profile, may result in loss); Category 3 (high priority; claim/default probable, case reserve
established); Category 4 (claim paid, case reserve established for future payments). The closely monitored credits include all below investment
grade ("BIG") exposures where there is a material amount of exposure (generally greater than $10.0 million) or a material risk of the Company
incurring a loss greater than $0.5 million. The closely monitored credits also include investment grade ("IG") risks where credit quality is
deteriorating and where, in the view of the Company, there is significant potential that the risk quality will fall below investment grade. As of
December 31, 2007, the closely monitored credits include approximately 99% of our BIG exposure, and the remaining BIG exposure of
$19.8 million is distributed across 46 different credits. Other than those excluded BIG credits, credits that are not included in the closely
monitored credit list are categorized as fundamentally sound risks. The following table provides financial guaranty net par outstanding by credit
monitoring category as of December 31, 2007 and 2006:

As of December 31, 2007 As of December 31, 2006
% of Net % of Net
Net Par Par # of Credits Net Par Par # of Credits
Description: Outstanding Outstanding in Category Outstanding Outstanding in Category

($ in millions)

Fundamentally sound risk $ 198,133 98.9% $ 130,944 99.0%
Closely monitored credits:
Category 1 1,288 0.6% 36 855 0.6% 43
Category 2 743 0.4% 12 318 0.2% 13
Category 3 71 16 123 0.1% 18
Category 4 24 16 22 13
CMC total(1) 2,126 1.1% 80 1,318 1.0% 87

Other below investment

grade risk 20 46 34 68
Total $ 200,279 100.0% $ 132,296 100.0%
)]

Percent total does not add due to rounding.
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The increase of $808 million in financial guaranty CMC net par outstanding during 2007 is mainly attributable to the addition of
$1,754 million of U.S. home equity line of credit ("HELOC") exposures. This increase was partially offset by $382 million of amortization of
exposure and $613 million of credit rating improvements for certain transactions.

Losses and Reserves

Reserves for losses and loss adjustment expenses for non-derivative transactions in our financial guaranty direct, financial guaranty
assumed reinsurance and mortgage guaranty business include case reserves and portfolio reserves. See the "Valuation of Derivative Financial
Instruments" of the Critical Accounting Estimates section for more information on our derivative transactions. Case reserves are established
when there is significant credit deterioration on specific insured obligations and the obligations are in default or default is probable, not
necessarily upon non-payment of principal or interest by an insured. Case reserves represent the present value of expected future loss payments
and loss adjustment expenses ("LAE"), net of estimated recoveries, but before considering ceded reinsurance. This reserving method is different
from case reserves established by traditional property and casualty insurance companies, which establish case reserves upon notification of a
claim and establish incurred but not reported ("IBNR") reserves for the difference between actuarially estimated ultimate losses and recorded
case reserves. Financial guaranty direct and assumed reinsurance case reserves and related salvage and subrogation, if any, are discounted at the
taxable equivalent yield on our investment portfolio, which is approximately 6%, in all periods presented. When the Company becomes entitled
to the underlying collateral of an insured credit under salvage and subrogation rights as a result of a claim payment, it records salvage and
subrogation as an asset, based on the expected level of recovery. Such amounts are included in the Company's balance sheet within "Other
assets."

We record portfolio reserves in our financial guaranty direct, financial guaranty assumed reinsurance and mortgage guaranty business.
Portfolio reserves are established with respect to the portion of our business for which case reserves have not been established.

Portfolio reserves are not established based on a specific event, rather they are calculated by aggregating the portfolio reserve calculated for
each individual transaction. Individual transaction reserves are calculated on a quarterly basis by multiplying the par in-force by the product of
the ultimate loss and earning factors without regard to discounting. The ultimate loss factor is defined as the frequency of loss multiplied by the
severity of loss, where the frequency is defined as the probability of default for each individual issue. The earning factor is inception to date
earned premium divided by the estimated ultimate written premium for each transaction. The probability of default is estimated from rating
agency data and is based on the transaction's credit rating, industry sector and time until maturity. The severity is defined as the complement of
recovery/salvage rates gathered by the rating agencies of defaulting issues and is based on the industry sector.

Portfolio reserves are recorded gross of reinsurance. We have not ceded any amounts under these reinsurance contracts, as our recorded
portfolio reserves have not exceeded our contractual retentions, required by said contracts.

The Company records an incurred loss that is reflected in the statement of operations upon the establishment of portfolio reserves. When we
initially record a case reserve, we reclassify the corresponding portfolio reserve already recorded for that credit within the balance sheet. The
difference between the initially recorded case reserve and the reclassified portfolio reserve is recorded as a charge in our statement of operations.
Any subsequent change in portfolio reserves or initial case reserves are recorded quarterly as a charge or credit in our statement of operations in
the period such estimates change. Due to the inherent uncertainties of estimating loss and LAE reserves, actual experience may differ from the
estimates reflected in our consolidated financial statements, and the differences may be material.
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We also record IBNR reserves for our other segment. IBNR is an estimate of losses for which the insured event has occurred but the claim
has not yet been reported to us. In establishing IBNR, we use traditional actuarial methods to estimate the reporting lag of such claims based on
historical experience, claim reviews and information reported by ceding companies. We record IBNR for trade credit reinsurance within our
other segment, which is 100% reinsured to ACE. The other segment represents lines of business that we exited or sold as part of our 2004 initial
public offering ("IPO").

For mortgage guaranty transactions we record portfolio reserves in a manner consistent with our financial guaranty business. While other
mortgage guaranty insurance companies do not record portfolio reserves, rather just case and IBNR reserves, we record portfolio reserves
because we write business on an excess of loss basis, while other industry participants write quota share or first layer loss business. We manage
and underwrite this business in the same manner as our financial guaranty insurance and reinsurance business because they have similar
characteristics as insured obligations of mortgage-backed securities.

FAS No. 60, "Accounting and Reporting by Insurance Enterprises" ("FAS 60") is the authoritative guidance for an insurance enterprise.
FAS 60 prescribes differing reserving methodologies depending on whether a contract fits within its definition of a short-duration contract or a
long-duration contract. Financial guaranty contracts have elements of long-duration insurance contracts in that they are irrevocable and extend
over a period that may exceed 30 years or more, but for regulatory purposes are reported as property and liability insurance, which are normally
considered short-duration contracts. The short-duration and long-duration classifications have different methods of accounting for premium
revenue and contract liability recognition. Additionally, the accounting for deferred acquisition costs ("DAC") could be different under the two
methods.

We believe the guidance of FAS 60 does not expressly address the distinctive characteristics of financial guaranty insurance, so we also
apply the analogous guidance of Emerging Issues Task Force ("EITF") Issue No. 85-20, "Recognition of Fees for Guaranteeing a Loan"
("EITF 85-20"), which provides guidance relating to the recognition of fees for guaranteeing a loan, which has similarities to financial guaranty
insurance contracts. Under the guidance in EITF 85-20, the guarantor should assess the probability of loss on an ongoing basis to determine if a
liability should be recognized under FAS No. 5, "Accounting for Contingencies" ("FAS 5"). FAS 5 requires that a loss be recognized where it is
probable that one or more future events will occur confirming that a liability has been incurred as of the date of the financial statements and the
amount of loss can be reasonably estimated.

The Company is aware that there are certain differences regarding the measurement of portfolio loss liabilities among companies in the
financial guaranty industry. In January and February 2005, the Securities and Exchange Commission ("SEC") staff had discussions concerning
these differences with a number of industry participants. Based on these discussions, in June 2005 the Financial Accounting Standards Board
("FASB") staff decided additional guidance is necessary regarding financial guaranty contracts. On April 18, 2007, the FASB issued an exposure
draft "Accounting for Financial Guarantee Insurance Contracts-an interpretation of FASB Statement No. 60" ("Exposure Draft"). This Exposure
Draft would clarify how FAS 60 applies to financial guarantee insurance contracts, including the methodology to be used to account for
premium revenue and claim liabilities. The scope of this Exposure Draft is limited to financial guarantee insurance (and reinsurance) contracts
issued by insurance enterprises included within the scope of FAS 60. Responses to the Exposure Draft were required by June 18, 2007. We and
the Association of Financial Guaranty Insurers have separately submitted responses before the required date and additionally, participated in a
FASB sponsored roundtable discussion. If this Exposure Draft is adopted as written, the effect on the consolidated financial statements,
particularly with respect to revenue recognition and claims liability, could be material to the Company's financial statements. A final Exposure
Draft is expected to be issued by the end of the first quarter 2008, with an anticipated effective date of January 1, 2009. Until a final
pronouncement is issued, the Company intends to continue to apply its existing policy with respect to premium revenue and the establishment of
both case and portfolio reserves.
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The following table provides a reconciliation of the beginning and ending balances of reserves for losses and LAE:

For the Years Ended December 31,

2007 2006 2005

(in thousands of U.S. dollars)

Balance as of January 1 $ 120,600 $ 128421 $ 236,202
Less reinsurance recoverable (10,889) (12,350) (120,220)
Net balance as of January 1 109,711 116,071 115,982
Transfers to case reserves from portfolio reserves 11,008 733 13,747

Incurred losses and loss adjustment expenses
pertaining to case and IBNR reserves(1):

Current year 9,456 772 10,609
Prior years (18,281) (13,028) (76,683)
(8,825) (12,256) (66,074)
Transfers to case reserves from portfolio reserves (11,008) (733) (13,747)
Incurred losses and loss adjustment expenses
pertaining to portfolio reserves 16,790 5,500 (3,490)

Total incurred losses and loss adjustment expenses
(recoveries) 7,965 (6,756) (69,564)
Loss and loss adjustment expenses (paid) and
recovered pertaining to:
Current year (2,637) (20) (143)
Prior years(1) 8,695 355 77,340

Total incurred loss and loss adjustment expenses

recovered 6,058 335 77,197

Change in salvage recoverable 1,295 42 (2,497)

Foreign exchange (gain) loss on reserves 33) 19 (5,047)

Net balance as of December 31 124,996 109,711 116,071

Plus reinsurance recoverable 8,849 10,889 12,350

Balance as of December 31 $ 133,845 $ 120,600 $ 128,421
(D

The loss recovery of $6.1 million in 2007 is mainly a result of loss recoveries of $8.6 million from two
aircraft-related transactions in which claims were paid in 2002 and 2006. These recoveries were partially offset by
loss payments related to assumed U.S. home equity line of credit exposures. The prior year loss recovery of

$0.3 million in 2006 is due to $13.5 million of net recoveries from third party litigation settlements. These
recoveries were primarily offset by loss payments, of which two of the largest were made on a U.S. Infrastructure
transaction and a European Infrastructure transaction. The prior year loss recovery of $77.3 million in 2005 is
primarily due to $71.0 million in loss recoveries from a third party litigation settlement agreement, with two
parties, relating to a reinsurance claim incurred in 1998 and 1999 as well as a $2.4 million recovery related to the
equity layer credit protection business.

Investments

Our principal objectives in managing our investment portfolio are: (1) to preserve our subsidiaries' financial strength ratings; (2) to
maximize total after-tax net investment income while generating a competitive total rate of return; (3) to maintain sufficient liquidity to cover
unexpected stress in the
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insurance portfolio; (4) to manage investment risk within the context of the underlying portfolio of insurance risk; and (5) to meet applicable
regulatory requirements.

We have a formal review process for all securities in our investment portfolio, including a review for impairment losses. Factors considered
when assessing impairment include: (1) securities whose market values have declined by 20% or more below amortized cost for a continuous
period of at least six months; (2) recent credit downgrades of the applicable security or the issuer by rating agencies; (3) the financial condition
of the applicable issuer; (4) whether scheduled interest payments are past due; and (5) whether we have the ability and intent to hold the security
for a sufficient period of time to allow for anticipated recoveries in fair value. If we believe a decline in the value of a particular investment is
temporary, we record the decline as an unrealized loss in accumulated other comprehensive income in shareholders' equity on our consolidated
balance sheets. If we believe the decline is "other than temporary,” we write down the carrying value of the investment and record a loss on our
statements of operations. Our assessment of a decline in value includes management's current judgment of the factors noted above. If that
judgment changes in the future, we may ultimately record a loss after having originally concluded that the decline in value was temporary.

As of December 31, 2007, we had no below investment grade securities or non-rated securities in our investment portfolio. For additional
information regarding our investments, see "Management's Discussion and Analysis of Financial Condition and Results of Operations Liquidity
and Capital Resources Investment Portfolio."

As of January 1, 2005, we retained BlackRock Financial Management, Inc. to manage our investment portfolio. Our investment managers
have discretionary authority over our investment portfolio within the limits of our investment guidelines approved by our Board of Directors.
We compensate each of these managers based upon a fixed percentage of the market value of our portfolio. During the years ended
December 31, 2007, 2006 and 2005, we paid aggregate investment management fees of $1.9 million, $1.8 million and $1.7 million, respectively,
to these managers.

Competition

Our principal competitors in the financial guaranty direct market are Ambac Assurance Corporation ("Ambac"), Financial Guaranty
Insurance Company ("FGIC"), Financial Security Assurance Inc. ("FSA"), MBIA Insurance Corporation ("MBIA"), XL Capital Assurance Inc.
("XLCA") and CIFG Assurance NA ("CIFG"). All of these companies have ratings from Standard & Poor's Inc., a division of The McGraw-Hill
Companies, Inc. ("S&P"), Fitch Ratings ("Fitch") and Moody's Investors Service ("Moody's"), and a number of these companies are on negative
outlook or credit watch for possible downgrade. Banks, smaller and lower-rated financial guaranty insurance companies and multiline insurers
and reinsurers also participate in the broader credit enhancement market. The principal competitive factors are: (1) premium rates; (2) conditions
precedent to the issuance of a policy related to the structure and security features of a proposed bond issue; (3) the financial strength ratings of
the guarantor; (4) the quality of service and execution provided to issuers, investors and other clients of the issuer and (5) secondary market
trading values of bonds insured by the financial guarantor. Financial guaranty insurance also competes domestically and internationally with
other forms of credit enhancement, including the use of senior and subordinated tranches of a proposed structured finance obligation and/or
overcollateralization or cash collateral accounts, as well as more traditional forms of credit support.

Our principal competitors in the financial guaranty reinsurance market are Radian Asset Assurance Inc., RAM Reinsurance Company Ltd.,
XL Financial Assurance Ltd. ("XLFA"), Channel Reinsurance Ltd. and BluePoint Re Ltd. Competition in the financial guaranty reinsurance
business is based upon many factors, including financial strength ratings from the major rating agencies' pricing, service, size and underwriting
criteria. A number of our principal competitors are on negative outlook or credit watch for possible downgrade by one or more of the major
rating agencies. Assured Guaranty
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Re Ltd. ("AG Re") is the largest financial guaranty reinsurer in terms of size and par insured and is rated AA by S&P and Fitch and is rated Aa2
by Moody's.

Regulation
General

The business of insurance and reinsurance is regulated in most countries, although the degree and type of regulation varies significantly
from one jurisdiction to another. Reinsurers are generally subject to less direct regulation than primary insurers. We are subject to regulation
under applicable statutes in the United States, the United Kingdom and Bermuda.

United States

Assured Guaranty Ltd. has two operating insurance subsidiaries domiciled in the United States, which we refer to collectively as the
"Assured Guaranty U.S. Subsidiaries."

AGC is a Maryland domiciled insurance company licensed to write financial guaranty insurance and reinsurance (and in some states
casualty, surety and other lines) in 50 U.S. states, the District of Columbia and Puerto Rico. AGC is also licensed as a Class 3 insurer in
Bermuda. It is registered as a foreign company in Australia and operates through a representative office in Sydney. AGC currently intends for
the representative office to conduct activities so that it does not have a permanent establishment in Australia.

Assured Guaranty Mortgage, a wholly-owned subsidiary of AGRO, is a New York corporation licensed as a mortgage guaranty insurer in
the State of New York and in the District of Columbia and thereby is authorized solely to transact the business of mortgage guaranty insurance
and reinsurance. Assured Guaranty Mortgage is an approved or accredited reinsurer in the States of California, Illinois and Wisconsin.

Insurance Holding Company Regulation

Assured Guaranty and the Assured Guaranty U.S. Subsidiaries are subject to the insurance holding company laws of Maryland and New
York. These laws generally require each of the Assured Guaranty U.S. Subsidiaries to register with its respective domestic state insurance
department and annually to furnish financial and other information about the operations of companies within their holding company system.
Generally, all transactions among companies in the holding company system to which any of the Assured Guaranty U.S. Subsidiaries is a party
(including sales, loans, reinsurance agreements and service agreements) must be fair and, if material or of a specified category, such as service
agreements, require prior notice and approval or non-disapproval by the insurance department where the applicable subsidiary is domiciled.

Change of Control

Before a person can acquire control of a U.S. domestic insurance company, prior written approval must be obtained from the insurance
commissioner of the state where the domestic insurer is domiciled. Generally, state statutes provide that control over a domestic insurer is
presumed to exist if any person, directly or indirectly, owns, controls, holds with the power to vote, or holds proxies representing, 10% or more
of the voting securities of the domestic insurer. Prior to granting approval of an application to acquire control of a domestic insurer, the state
insurance commissioner will consider such factors as the financial strength of the applicant, the integrity and management of the applicant's
Board of Directors and executive officers, the acquirer's plans for the management of the applicant's Board of Directors and executive officers,
the acquirer's plans for the future operations of the domestic insurer and any anti-competitive results that may arise from the consummation of
the acquisition of control. These laws may discourage potential acquisition proposals and may delay, deter
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or prevent a change of control involving us that some or all of our stockholders might consider to be desirable, including in particular unsolicited
transactions.

State Insurance Regulation

State insurance authorities have broad regulatory powers with respect to various aspects of the business of U.S. insurance companies,
including licensing these companies to transact business, accreditation of reinsurers, admittance of assets to statutory surplus, regulating unfair
trade and claims practices, establishing reserve requirements and solvency standards, regulating investments and dividends, and, in certain
instances, approving policy forms and related materials and approving premium rates. State insurance laws and regulations require the Assured
Guaranty U.S. Subsidiaries to file financial statements with insurance departments everywhere they are licensed, authorized or accredited to
conduct insurance business, and their operations are subject to examination by those departments at any time. The Assured Guaranty U.S.
Subsidiaries prepare statutory financial statements in accordance with Statutory Accounting Practices, or SAP, and procedures prescribed or
permitted by these departments. State insurance departments also conduct periodic examinations of the books and records, financial reporting,
policy filings and market conduct of insurance companies domiciled in their states, generally once every three to five years. Market conduct
examinations by regulators other than the domestic regulator are generally carried out in cooperation with the insurance departments of other
states under guidelines promulgated by the National Association of Insurance Commissioners.

The Maryland Insurance Administration conducts a periodic examination of insurance companies domiciled in Maryland every five years.
The last such Report on Financial Examination, issued by the Maryland Insurance Administration on October 10, 2003 in connection with such
examination, did not contain any materially adverse findings. Field work began in June of 2007 for the Maryland Insurance Administration's
examination of AGC for the five-year period ending December 31, 2006. We anticipate that the Maryland Insurance Administration will issue
their Report on Financial Examination during 2008. The New York Insurance Department, the regulatory authority of the domiciliary
jurisdiction of Assured Guaranty Mortgage, conducts a periodic examination of insurance companies domiciled in New York, also at five-year
intervals. During 2003, the New York Insurance Department completed its field work in connection with its examination of Assured Guaranty
Mortgage for the period from 1997 though 2002. The report on the examination, issued July 11, 2003 by the New York Insurance Department,
does not contain any materially adverse findings.

The terms and conditions of reinsurance agreements generally are not subject to regulation by any U.S. state insurance department with
respect to rates. As a practical matter, however, the rates charged by primary insurers do have an effect on the rates that can be charged by
reinsurers.

State Dividend Limitations

Maryland. One of the primary sources of cash for the payment of debt service and dividends by Assured Guaranty is the receipt of
dividends from AGC. If a dividend or distribution is an "extraordinary dividend," it must be reported to, and approved by, the Insurance
Commissioner prior to payment. An "extraordinary dividend" is defined to be any dividend or distribution to stockholders, such as Assured
Guaranty US Holdings Inc., which together with dividends paid during the preceding twelve months exceeds the lesser of 10% of an insurance
company's policyholders' surplus at the preceding December 31 or 100% of AGC's adjusted net investment income during that period. Further,
an insurer may not pay any dividend or make any distribution to its shareholders unless the insurer notifies the Insurance Commissioner of the
proposed payment within five business days following declaration and at least ten days before payment. The Insurance Commissioner may
declare that such dividend not be paid if the Commissioner finds that the insurer's policyholders' surplus would be inadequate after payment of
the dividend or could lead the insurer to a hazardous financial condition.
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AGC declared and paid dividends of $12.1 million, $13.8 million and $4.3 million during 2007, 2006 and 2005, respectively, to Assured
Guaranty US Holdings Inc. The maximum amount available during 2008 for the payment of dividends by AGC which would not be
characterized as "extraordinary dividends" is approximately $40.0 million.

New York. Under the New York Insurance Law, Assured Guaranty Mortgage may declare or pay any dividend only out of "earned
surplus," which is defined as that portion of the company's surplus that represents the net earnings, gains or profits (after deduction of all losses)
that have not been distributed to shareholders as dividends or transferred to stated capital, capital surplus or contingency reserves, or applied to
other purposes permitted by law, but does not include unrealized appreciation of assets. Additionally, no dividend may be declared or distributed
in an amount which, together with all dividends declared or distributed by it during the preceding twelve months, exceeds the lesser of 10% of
Assured Guaranty Mortgage's statutory surplus as shown on its latest statutory financial statement on file with the New York Superintendent of
Insurance, or 100% of Assured Guaranty Mortgage's adjusted net investment income during that period, unless, upon prior application, the
Superintendent approves a greater dividend or distribution after finding that the company will retain sufficient surplus to support its obligations
and writings. Assured Guaranty Mortgage did not declare or pay dividends during 2007. As of December 31, 2007, Assured Guaranty Mortgage
had negative unassigned funds and therefore cannot pay dividends during 2008.

Contingency Reserves

In accordance with Maryland insurance law and regulations, AGC maintains a statutory contingency reserve for the protection of
policyholders against the effect of adverse economic cycles. The contingency reserve is maintained for each obligation and is equal to the greater
of 50% of the premiums written or a percentage of principal guaranteed (which percentage varies from 0.55% to 2.5% depending on the nature
of the asset). The contingency reserve is put up over a period of either 15 or 20 years, depending on the nature of the obligation, and then taken
down over the same period of time. The contingency reserve may be maintained net of reinsurance. AGC's contingency reserve as of
December 31, 2007 was in compliance with these insurance laws and regulations.

Under the New York Insurance Law, Assured Guaranty Mortgage must establish a contingency reserve to protect policyholders against the
effect of adverse economic cycles. This reserve is established out of net premiums (gross premiums less premiums returned to policyholders)
remaining after the statutory unearned premium reserve is established. Contributions to the contingency reserve must equal 50% of remaining
earned premiums and, except as otherwise approved by the Superintendent of Insurance, must be maintained in the contingency reserve for a
period of 120 months. Reinsurers are required to establish a contingency reserve equal to their proportionate share of the reserve established by
the ceding company. Assured Guaranty Mortgage's contingency reserve as of December 31, 2007 was in compliance with these insurance laws
and regulations.

Risk-to-Capital Requirements

Under the New York Insurance Law, Assured Guaranty Mortgage's total liability, net of applicable reinsurance, under its aggregate
insurance policies may not exceed 25 times its total policyholders' surplus, commonly known as the "risk-to-capital" requirement. As of
December 31, 2007, the consolidated risk-to-capital ratio for Assured Guaranty Mortgage was below the limit.

Investments

The Assured Guaranty U.S. Subsidiaries are subject to laws and regulations that require diversification of their investment portfolio and
limit the amount of investments in certain asset categories, such as below investment grade fixed maturity securities, equity real estate, other
equity investments, and derivatives. Failure to comply with these laws and regulations would cause investments
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exceeding regulatory limitations to be treated as non-admitted assets for purposes of measuring surplus, and, in some instances, would require
divestiture of such non-qualifying investments. We believe that the investments made by the Assured Guaranty U.S. Subsidiaries complied with
such regulations as of December 31, 2007. In addition, any investment must be approved by the insurance company's Board of Directors or a
committee thereof that is responsible for supervising or making such investment.

Operations of Our Non-U.S. Insurance Subsidiaries

The insurance laws of each state of the United States and of many other countries regulate or prohibit the sale of insurance and reinsurance
within their jurisdictions by unlicensed or non-accredited insurers and reinsurers. Assured Guaranty (UK) Ltd., AG Re and AGRO are not
admitted to do business in the United States. We do not intend that Assured Guaranty (UK) Ltd., AG Re or AGRO will maintain offices or
solicit, advertise, settle claims or conduct other insurance activities in any jurisdiction in the United States where the conduct of such activities
would require it to be admitted or authorized.

In addition to the regulatory requirements imposed by the jurisdictions in which they are licensed, reinsurers' business operations are
affected by regulatory requirements in various states of the United States governing "credit for reinsurance" which are imposed on their ceding
companies. In general, a ceding company which obtains reinsurance from a reinsurer that is licensed, accredited or approved by the ceding
company's state of domicile is permitted to reflect in its statutory financial statements a credit in an aggregate amount equal to the ceding
company's liability for unearned premiums (which are that portion of premiums written which applies to the unexpired portion of the policy
period), loss reserves and loss expense reserves ceded to the reinsurer. The great majority of states, however, permit a credit on the statutory
financial statement of a ceding insurer for reinsurance obtained from a non-licensed or non-accredited reinsurer to the extent that the reinsurer
secures its reinsurance obligations to the ceding insurer by providing a letter of credit, trust fund or other acceptable security arrangement. A few
states do not allow credit for reinsurance ceded to non-licensed reinsurers except in certain limited circumstances and others impose additional
requirements that make it difficult to become accredited.

Bermuda

Each of AG Re and AGRO, our "Bermuda Subsidiaries," is an insurance company registered and licensed as a "Class 3 insurer" and a "long
term insurer" under the Insurance Act 1978 of Bermuda. AGC is permitted under a revocable permit granted under the Companies Act 1981 of
Bermuda (the "Companies Act") to engage in and carry on trade and business limited to engaging in certain non U.S. financial guaranty
insurance and reinsurance outside Bermuda from a principal place of business in Bermuda, subject to compliance with the conditions attached to
the permit and relevant provisions of the Companies Act (including having a Bermuda principal representative for the Companies Act purposes,
restrictions on activities in Bermuda, publication and filing of prospectuses on public offerings of securities, registration of charges against its
assets and certain winding up provisions). AGC is also licensed as a Class 3 insurer in Bermuda. The Insurance Act 1978 of Bermuda,
amendments thereto and related regulations (collectively, the "Insurance Act") impose on insurance companies certain solvency and liquidity
standards; certain restrictions on the declaration and payment of dividends and distributions; certain restrictions on the reduction of statutory
capital; certain restrictions on the winding up of long term insurers; and certain auditing and reporting requirements and also the need to have a
principal representative and a principal office (as understood under the Insurance Act) in Bermuda. The Insurance Act grants to the Bermuda
Monetary Authority the power to cancel insurance licenses, supervise, investigate and intervene in the affairs of insurance companies and in
certain circumstances share information with foreign regulators. Class 3 insurers are authorized to carry on general insurance business (as
understood under the Insurance Act), subject to conditions attached to the license and to compliance with minimum capital and surplus
requirements, solvency margin,
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liquidity ratio and other requirements imposed by the Insurance Act. Long term insurers are permitted to carry on long term business (as
understood under the Insurance Act) subject to conditions attached to the license and to similar compliance requirements and the requirement to
maintain its long term business fund (a segregated fund). Each of AG Re and AGRO is required annually to file statutorily mandated financial
statements and returns, audited by an auditor approved by the Bermuda Monetary Authority (no approved auditor of an insurer may have an
interest in that insurer, other than as an insured, and no officer, servant or agent of an insurer shall be eligible for appointment as an insurer's
approved auditor), together with an annual loss reserve opinion of a Bermuda Monetary Authority approved loss reserve specialist and the
required actuary's certificate with respect to the long term business. AGC has an exemption from such filings, subject to certain conditions.

In addition, pursuant to provisions under the Insurance Act, any person who becomes a holder of at least 10%, 20%, 33% or 50% of our
common shares must notify the Bermuda Monetary Authority in writing within 45 days of becoming such a holder or 30 days from the date they
have knowledge of having become such a holder, whichever is later. The Bermuda Monetary Authority has the power to object to a person
holding 10% or more of our common shares if it appears to the Authority that the person is not fit and proper to be such a holder. In such a case,
the Bermuda Monetary may require the holder to reduce their shareholding in us and may direct, among other things, that the voting rights
attaching to their common shares shall not be exercisable. A person that does not comply with such a notice or direction from the Bermuda
Monetary Authority will be guilty of an offence.

Under a condition to its permit granted under the Companies Act, AGC must inform the Minister of Finance of any change in its beneficial
ownership within 14 days of the occurrence of such change.

Restrictions on Dividends and Distributions
The Insurance Act limits the declaration and payment of dividends and other distributions by AG Re, AGRO and AGC.

Under the Insurance Act:

The minimum share capital must be always issued and outstanding and cannot be reduced (for a company registered both as
a Class 3 insurer and a long-term insurer the minimum share capital is US$370,000 and for a company registered as a
Class 3 insurer only, the minimum share capital is US$120,000).

With respect to the distribution (including repurchase of shares) of any share capital, contributed surplus or other statutory
capital, certain restrictions under the Insurance Act 1978 may apply if the proposal is to reduce its total statutory capital.
Before reducing its total statutory capital by 15% or more of the insurer's total statutory capital as set out in its previous
year's financial statements, a Class 3 insurer or a long-term insurer must obtain the prior approval of the Bermuda Monetary
Authority.

With respect to the declaration and payment of dividends:

(a) the insurer may not declare or pay any dividends during any financial year if it would cause the insurer to fail the
applicable solvency margin or liquidity ratio (the "relevant margins");

(b) if the insurer failed to meet any of its relevant margins on the last day of any financial year the insurer may not, without
the prior approval of the Bermuda Monetary Authority, declare or pay any dividends during the next financial year; and

(c) a Class 3 insurer which at any time fails to meet its general business solvency margin may not declare or pay any
dividend until the failure is rectified, and also in such circumstances the Class 3 insurer must report, within 30 days after
becoming aware of its failure or having reason to believe that such failure has occurred, to the Bermuda Monetary Authority
giving
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particulars of the circumstances leading to the failure and the manner and time in which the Class 3 insurer intends to rectify
the failure.

A long-term insurer may not:

(a) use the funds allocated to its long-term business fund, directly or indirectly, for any purpose other than a purpose of its
long-term business except in so far as such payment can be made out of any surplus certified by the insurer's approved
actuary to be available for distribution otherwise than to policyholders; and

(b) declare or pay a dividend to any person other than a policyholder unless the value of the assets of its long-term business
fund, as certified by the insurer's approved actuary, exceeds the extent (as so certified) of the liabilities of the insurer's
long-term business, and the amount of any such dividend shall not exceed the aggregate of (1) that excess; and (2) any other
funds properly available for the payment of dividends being funds arising out of the business of the insurer other than its
long-term business.

Under the Companies Act, a Bermuda company (such as Assured Guaranty, AG Re and AGRO) may only declare and pay a dividend or
make a distribution out of contributed surplus (as understood under the Companies Act) if there are reasonable grounds for believing that the
company is and after the payment will be able to meet and pay its liabilities as they become due and the realizable value of the company's assets
will not be less than the aggregate of its liabilities and its issued share capital and share premium accounts. The Companies Act also regulates
and restricts the reduction and return of capital and paid in share premium, including the repurchase of shares and imposes minimum issued and
outstanding share capital requirements.

Certain Other Bermuda Law Considerations

Although Assured Guaranty Ltd. is incorporated in Bermuda, it is classified as a non-resident of Bermuda for exchange control purposes by
the Bermuda Monetary Authority. Pursuant to its non-resident status, Assured Guaranty may engage in transactions in currencies other than
Bermuda dollars and there are no restrictions on its ability to transfer funds (other than funds denominated in Bermuda dollars) in and out of
Bermuda or to pay dividends to U.S. residents who are holders of its common shares.

Under Bermuda law, "exempted" companies are companies formed for the purpose of conducting business outside Bermuda from a
principal place of business in Bermuda. As an "exempted" company, Assured Guaranty (as well as each of AG Re and AGRO) may not, without
the express authorization of the Bermuda legislature or under a license or consent granted by the Minister of Finance, participate in certain
business and other transactions, including: (1) the acquisition or holding of land in Bermuda (except that held by way of lease or tenancy
agreement which is required for its business and held for a term not exceeding 50 years, or which is used to provide accommodation or
recreational facilities for its officers and employees and held with the consent of the Bermuda Minister of Finance, for a term not exceeding
21 years), (2) the taking of mortgages on land in Bermuda to secure a principal amount in excess of $50,000 unless the Minister of Finance
consents to a higher amount, and (3) the carrying on of business of any kind or type for which it is not duly licensed in Bermuda, except in
certain limited circumstances, such as doing business with another exempted undertaking in furtherance of Assured Guaranty's business carried
on outside Bermuda.

The Bermuda government actively encourages foreign investment in "exempted" entities like Assured Guaranty that are based in Bermuda,
but which do not operate in competition with local businesses. Assured Guaranty is not currently subject to taxes computed on profits or income
or computed on any capital asset, gain or appreciation. Bermuda companies and permit companies, such as AGC, pay, as applicable, annual
government fees, business fees, payroll tax and other taxes and duties. See "Material Tax Considerations Taxation of Assured Guaranty and
Subsidiaries Bermuda."
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Special considerations apply to our Bermuda operations. Under Bermuda law, non Bermudians, other than spouses of Bermudians and
individuals holding permanent resident certificates or working resident certificates, are not permitted to engage in any gainful occupation in
Bermuda without a work permit issued by the Bermuda government. A work permit is only granted or extended if the employer can show that,
after a proper public advertisement, no Bermudian, spouse of a Bermudian or individual holding a permanent resident certificate is available
who meets the minimum standards for the position. The Bermuda government has a policy that places a six-year term limit on individuals with
work permits, subject to specified exemptions for persons deemed to be key employees. Currently, all of our Bermuda based professional
employees who require work permits have been granted work permits by the Bermuda government. This includes the following key employees:
Messrs. Frederico, Mills, Michener, Albert, Pickering and Bailenson and Ms. Purtill each of whom has received a work permit.

United Kingdom
General

Since December 1, 2001, the regulation of the financial services industry in the United Kingdom has been consolidated under the Financial
Services Authority ("FSA UK"). In addition, the regulatory regime in the United Kingdom must comply with certain European Union ("EU")
directives binding on all EU member states and notably the Markets in Financial Instruments Directive ("MiFID") which came into effect on
November 1, 2007, replacing the Investments Services Directive, largely for the purposes of harmonising the regulatory regime for investment
services and activities across the EEA (see definition of "EEA" under "Passporting" below).

The FSA UK is the single statutory regulator responsible for regulating the financial services industry in the UK, having the authority to
oversee the carrying on of "regulated activities" (including deposit taking, insurance and reinsurance, investment management and most other
financial services), with the purpose of maintaining confidence in the UK financial system, providing public understanding of the system,
securing the proper degree of protection for consumers and helping to reduce financial crime. It is a criminal offense for any person to carry on a
regulated activity in the UK unless that person is authorized by the FSA UK and has been granted permission to carry on that regulated activity,
or otherwise falls under an exemption to such regulation.

Insurance business in the United Kingdom falls into two main categories: long-term insurance (which is primarily investment related) and
general insurance. Subject to limited exceptions, it is not possible for a new insurance company to be authorized in both long-term and general
insurance business unless the long-term insurance business is restricted to reinsurance business. These two categories are both divided into
"classes" (for example: permanent health and pension fund management are two classes of long-term insurance; damage to property and motor
vehicle liability are two classes of general insurance). Under the Financial Services and Markets Act 2000 ("FSMA"), effecting or carrying out
contracts of insurance, within a class of general or long-term insurance, by way of business in the UK, constitutes a "regulated activity" requiring
authorization. An authorized insurance company must have permission for each class of insurance business it intends to write.

Assured Guaranty (UK) Ltd. is authorized to effect and carry out certain classes of non-life insurance, specifically: classes 14 (credit), 15
(suretyship) and 16 (miscellaneous financial loss). This scope of permission is sufficient to enable Assured Guaranty (UK) Ltd. to effect and
carry out financial guaranty insurance and reinsurance. The insurance and reinsurance businesses of Assured Guaranty (UK) Ltd. are subject to
close supervision by the FSA UK. In addition to its requirements for senior management arrangements, systems and controls of insurance and
reinsurance companies under its jurisdiction, the FSA UK now regards itself as a principles-based regulator and is placing an increased emphasis
on risk identification and management in relation to the prudential regulation of insurance and reinsurance business in the United Kingdom. In
recent years, there have been a number of changes to the FSA UK's rules that affect insurance and reinsurance companies authorized in the UK.
For
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example, the FSA UK introduced rules on the sale of general insurance, known as insurance mediation, and introduced the General Prudential
Sourcebook (GENPRU); the Prudential Sourcebook for Insurers (INSPRU); and the Interim Prudential Sourcebook for Insurers (IPRU-INS),
together the "Prudential Sourcebooks" which include measures such as risk-based capital adequacy rules, including individual capital
assessments which are intended to align capital requirements with the risk profile of each insurance company and proposals aimed at ensuring
adequate diversification of an insurer's or reinsurer's exposures to any credit risks of its reinsurers. Assured Guaranty (UK) Ltd. has calculated its
minimum required capital according to the FSA's individual capital adequacy criteria and is in compliance.

As a consequence of the new insurance mediation rules, Assured Guaranty (UK) Ltd. now also has permission to arrange and advise on
deals in financial guaranties which it underwrites.

Assured Guaranty Finance Overseas, Ltd. is not authorized as an insurer. It is authorized by the FSA UK as a "Category D" company to
carry out designated investment business activities in that it may "advise on investments (except on pension transfers and pension opt outs)"
relating to most investment instruments. In addition, it may arrange or bring about transactions in investments and make "arrangements with a
view to transactions in investments." It should be noted that Assured Guaranty Finance Overseas, Ltd. does not itself take risk in the transactions
it arranges or places, and may not hold funds on behalf of its customers.

Supervision

The FSA UK carries out the prudential supervision of insurance companies through a variety of methods, including the collection of
information from statistical returns, review of accountants' reports, visits to insurance companies and regular formal interviews.

The FSA UK has adopted a principles-based and risk-based approach to the supervision of insurance companies. Under this approach, the
FSA UK periodically performs a formal risk assessment of insurance companies or groups carrying on business in the UK which varies in scope
according to the risk profile of the insurer. The FSA UK performs its risk assessment broadly, by analyzing information which it receives during
the normal course of its supervision, such as regular prudential returns on the financial position of the insurance company, or which it acquires
through a series of meetings with senior management of the insurance company and by making use of its thematic work. After each risk
assessment, the FSA UK will inform the insurer of its views on the insurer's risk profile. This will include details of any remedial action that the
FSA UK requires and the likely consequences if this action is not taken.

Solvency Requirements

GENPRU and INSPRU require that non-life insurance companies such as Assured Guaranty (UK) Ltd. maintain a margin of solvency at all
times in respect of the liabilities of the insurance company, the calculation of which depends on the type and amount of insurance business a
company writes. The method of calculation of the solvency margin (known as the minimum capital requirement) is set out in the Prudential
Sourcebooks, and for these purposes, the insurer's assets and liabilities are subject to specified valuation rules. The Prudential Sourcebooks also
requires that Assured Guaranty (UK) Ltd. calculates and shares with the FSA UK its "enhanced capital requirement" based on risk-weightings
applied to assets held and lines of business written. This enhanced capital requirement is not yet a legally-binding requirement but is required to
form the basis of Assured Guaranty (UK) Ltd.'s individual capital assessment which is then discussed with the FSA UK. Failure to maintain
capital at least equal to the higher of the minimum capital requirement and the individual capital assessment is one of the grounds on which the
wide powers of intervention conferred upon the FSA UK may be exercised.
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To the extent that the amount of premiums for such classes exceed certain specified minimum thresholds, each insurance company writing
property, credit and other specified categories of insurance or reinsurance business is required by the Prudential Sourcebooks to maintain an
equalization reserve calculated in accordance with the provisions of IPRU.

These solvency requirements came into force on January 1, 2005. They may need to be amended in order to implement the European
Union's proposed "Solvency II" directive on risk-based capital but that is not expected to be implemented until 2012.

In addition, an insurer [(which as of December 10, 2007 includes a company conducting only reinsurance business)] is required to perform
and submit to the FSA UK a group capital adequacy return in respect of its ultimate parent and, if different, its ultimate EEA parent. The
calculation at the level of the ultimate EEA parent is required to show a positive result from December 31, 2006. There is no such requirement in
relation to the report at the level of the ultimate parent, although if the report at that level raises concerns the FSA may take regulatory action.
Public disclosure of the EEA group calculation is also required. The purpose of this rule is to prevent leveraging of capital arising from
involvements in other group insurance firms. Given the current structure of the Company, the main aspects of the Company's capital regime will
not apply to Assured Guaranty (UK) Ltd.'s ultimate parent, because it is incorporated in Bermuda, nor to the intermediate holding companies,
because they are incorporated in the United States, but reporting will be required to the FSA UK up to the ultimate parent.

Further, an insurer is required to report in its annual returns to the FSA UK all material related party transactions (e.g., intragroup
reinsurance, whose value is more than 5% of the insurer's general insurance business amount).

Restrictions on Dividend Payments

UK company law prohibits Assured Guaranty (UK) Ltd. from declaring a dividend to its shareholders unless it has "profits available for
distribution." The determination of whether a company has profits available for distribution is based on its accumulated realized profits less its
accumulated realized losses. While the UK insurance regulatory laws impose no statutory restrictions on a general insurer's ability to declare a
dividend, the FSA UK's capital requirements may in practice act as a restriction on dividends.

Reporting Requirements

UK insurance companies must prepare their financial statements under the Companies Act of 1985 - 2006 (as amended), which requires the
filing with Companies House of audited financial statements and related reports. In addition, UK insurance companies are required to file
regulatory returns with the FSA UK, which include a revenue account, a profit and loss account and a balance sheet in prescribed forms. Under
sections of IPRU-INS, audited regulatory returns must be filed with the FSA UK within two months and 15 days of the financial year end (or
three months where the delivery of the return is made electronically).

Supervision of Management

The FSA UK closely supervises the management of insurance companies through the approved persons regime, by which any appointment
of persons to perform certain specified "controlled functions" within a regulated entity must be approved by the FSA UK.
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Change of Control

FSMA regulates the acquisition of "control" of any UK insurance company authorized under FSMA. Any company or individual that
(together with its or his associates) directly or indirectly acquires 10% or more of the shares in a UK authorized insurance company or its parent
company, or is entitled to exercise or control the exercise of 10% or more of the voting power in such authorized insurance company or its
parent company, would be considered to have acquired "control" for the purposes of the relevant legislation, as would a person who had
significant influence over the management of such authorized insurance company or its parent company by virtue of his shareholding or voting
power in either.

Under FSMA, any person proposing to acquire "control" of a UK authorized insurance company must give prior notification to the FSA
UK of its intention to do so. The FSA UK then has three months to consider that person's application to acquire "control." In considering
whether to approve such application, the FSA UK must be satisfied that both the acquirer is a "fit and proper" person to have "control" and that
the interests of consumers would not be threatened by such acquisition of "control." "Consumers" in this context includes all persons who may
use the services of the authorized insurance company. Failure to make the relevant prior application could result in action being taken by the
FSA UK.

Intervention and Enforcement

The FSA UK has extensive powers to intervene in the affairs of an authorized person, culminating in the ultimate sanction of the removal of
authorization to catry on a regulated activity. FSMA imposes on the FSA UK statutory obligations to monitor compliance with the requirements
imposed by FSMA, and to investigate and enforce the provisions of FSMA related rules made by the FSA UK such as the Prudential
Sourcebooks and breaches of the New Conduct of Business Sourcebook generally applicable to authorized persons as a result of the
implementation of MiFID.

The FSA UK also has the power to prosecute criminal offenses arising under FSMA, and to prosecute insider dealing under Part V of the
Criminal Justice Act of 1993, and breaches of money laundering regulations. The FSA UK's stated policy is to pursue criminal prosecution in all
appropriate cases.

"Passporting"

EU directives allow Assured Guaranty Finance Overseas, Ltd. and Assured Guaranty (UK) Ltd. to conduct business in EU states other than
the United Kingdom in compliance with the scope of permission granted these companies by FSA UK without the necessity of additional
licensing or authorization in other EU jurisdictions. This ability to operate in other jurisdictions of the EU on the basis of home state
authorization and supervision is sometimes referred to as "passporting.” Insurers may operate outside their home member state either on a
"services" basis or on an "establishment" basis. Operating on a "services" basis means that the company conducts permitted businesses in the
host state without having a physical presence there, while operating on an establishment basis means the company has a branch or physical
presence in the host state. In both cases, a company remains subject to regulation by its home regulator although the company nonetheless may
have to comply with certain local rules, such as where the company is operating on an "establishment" basis in which case, the local conduct of
business (and other related) rules apply since the host state is regarded as better placed to detect and intervene in respect of suspected breaches
relating to the branch within its territory. In such cases, the home state rules apply in respect of "organisational" and "prudential”" obligations. In
addition to EU member states, Norway, Iceland and Liechtenstein (members of the broader European Economic Area or "EEA") are
jurisdictions in which this passporting framework applies. Assured Guaranty (UK) Ltd. is permitted to operate on a passport basis in various
countries
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throughout the EEA; Assured Guaranty Finance Overseas, Ltd. is permitted to operate on a services basis in Austria, Belgium, Denmark,
Finland, France, Germany, the Republic of Ireland, Italy, Luxembourg, the Netherlands, Norway, Portugal, Spain and Sweden.

Fees and Levies

Assured Guaranty (UK) Ltd. is subject to FSA UK fees and levies based on Assured Guaranty (UK) Ltd.'s gross written premiums. The
FSA UK also requires authorized insurers to participate in an investors' protection fund, known as the Financial Services Compensation Scheme
(the "FSCS"). The FSCS was established to compensate consumers of financial services, including the buyers of insurance, against failures in
the financial services industry. Individual policyholders and small businesses may be compensated by the FSCS when an authorized insurer is
unable, or likely to be unable, to satisfy policyholder claims. Assured Guaranty (UK) Ltd. does not expect to write any insurance business that is
protected by the FSCS.

Tax Matters
Taxation of Assured Guaranty and Subsidiaries
Bermuda

Under current Bermuda law, there is no Bermuda income, corporate or profits tax or withholding tax, capital gains tax or capital transfer tax
payable by us. Assured Guaranty, AGC, and the Bermuda Subsidiaries have each obtained from the Minister of Finance under the Exempted
Undertakings Tax Protection Act 1966, as amended, an assurance that, in the event that Bermuda enacts legislation imposing tax computed on
profits, income, any capital asset, gain or appreciation, or any tax in the nature of estate duty or inheritance, then the imposition of any such tax
shall not be applicable to Assured Guaranty, AGC or the Bermuda Subsidiaries or to any of their operations or their shares, debentures or other
obligations, until March 28, 2016. This assurance is subject to the proviso that it is not to be construed so as to prevent the application of any tax
or duty to such persons as are ordinarily resident in Bermuda, or to prevent the application of any tax payable in accordance with the provisions
of the Land Tax Act 1967 or otherwise payable in relation to any land leased to Assured Guaranty, AGC or the Bermuda Subsidiaries. Assured
Guaranty, AGC and the Bermuda Subsidiaries each pay annual Bermuda government fees, and the Bermuda Subsidiaries and AGC pay annual
insurance license fees. In addition, all entities employing individuals in Bermuda are required to pay a payroll tax and there are other sundry
taxes payable, directly or indirectly, to the Bermuda government.

United States

We have conducted and intend to conduct substantially all of our foreign operations outside the United States and to limit the U.S. contacts
of Assured Guaranty and its foreign subsidiaries (except AGRO, which has elected to be taxed as a U.S. corporation) so that they should not be
engaged in a trade or business in the United States. A foreign corporation, such as AG Re deemed to be engaged in a trade or business in the
United States would be subject to U.S. income tax at regular corporate rates, as well as the branch profits tax, on its income which is treated as
effectively connected with the conduct of that trade or business, unless the corporation is entitled to relief under the permanent establishment
provision of an applicable tax treaty, as discussed below. Such income tax, if imposed, would be based on effectively connected income
computed in a manner generally analogous to that applied to the income of a U.S. corporation, except that a foreign corporation may generally
be entitled to deductions and credits only if it timely files a U.S. federal income tax return. Assured Guaranty and AG Re have and will continue
to file protective U.S. federal income tax returns on a timely basis in order to preserve the right to claim income tax deductions and credits if it is
ever determined that they are subject to U.S. federal income tax. The highest marginal federal income tax
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rates currently are 35% for a corporation's effectively connected income and 30% for the "branch profits" tax.

Under the income tax treaty between Bermuda and the United States (the "Bermuda Treaty"), a Bermuda insurance company would not be
subject to U.S. income tax on any insurance income found to be effectively connected with a U.S. trade or business unless that trade or business
is conducted through a permanent establishment in the United States. AG Re currently intends to conduct its activities so that it does not have a
permanent establishment in the United States.

An insurance enterprise resident in Bermuda generally will be entitled to the benefits of the Bermuda Treaty if (i) more than 50% of its
shares are owned beneficially, directly or indirectly, by individual residents of the United States or Bermuda or U.S. citizens and (ii) its income
is not used in substantial part, directly or indirectly, to make disproportionate distributions to, or to meet certain liabilities of, persons who are
neither residents of either the United States or Bermuda nor U.S. citizens. We believe AG Re qualifies for Bermuda treaty benefits. Assured
Guaranty is not eligible for treaty benefits because it is not an insurance company.

Foreign insurance companies carrying on an insurance business within the United States have a certain minimum amount of effectively
connected net investment income, determined in accordance with a formula that depends, in part, on the amount of U.S. risk insured or reinsured
by such companies. If AG Re is considered to be engaged in the conduct of an insurance business in the United States and is not entitled to the
benefits of the Bermuda Treaty in general (because it fails to satisfy one of the limitations on treaty benefits discussed above), the Code could
subject a significant portion of AG Re's investment income to U.S. income tax.

The United States also imposes an excise tax on insurance and reinsurance premiums paid to foreign insurers or reinsurers with respect to
risks located in the United States. The rates of tax applicable to premiums paid to AG Re and Assured Guaranty UK are 4% for casualty
insurance premiums and 1% for reinsurance premium on life insurance premiums, subject to reduction to 0% under the U.K. Treaty with respect
to premiums paid to Assured Guaranty UK.

Assured Guaranty US Holdings is a Delaware holding company. Its direct subsidiaries are AGC, a Maryland corporation and AG Financial
Products, a Delaware corporation. Assured Guaranty Overseas US Holdings is a Delaware corporation and its subsidiary, AGRO, is a Bermuda
company which has elected under the Code to be taxed as a U.S. corporation. AGRO's subsidiary is Assured Guaranty Mortgage, which is a
New York corporation. As such, each corporation is subject to taxation in the United States at regular corporate rates. Dividends paid, if any, by
Assured Guaranty US Holdings to Assured Guaranty will be subject to a 30% U.S. withholding tax.

Taxation of Shareholders
Bermuda Taxation

Currently, there is no Bermuda withholding or other tax payable on principal, interests or dividends paid to the holders of the common
shares of Assured Guaranty.

United States Taxation

This discussion is based upon the Code, the regulations promulgated thereunder and any relevant administrative rulings or pronouncements
or judicial decisions, all as in effect on the date hereof and as currently interpreted, and does not take into account possible changes in such tax
laws or interpretations thereof, which may apply retroactively. This discussion does not include any description of the tax laws of any state or
local governments within the United States.
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The following summary sets forth the material U.S. federal income tax considerations related to the purchase, ownership and disposition of
common shares. Unless otherwise stated, this summary deals only with holders that are U.S. Persons (as defined below) who purchase their
common shares and who hold their common shares as capital assets within the meaning of section 1221 of the Code. The following discussion is
only a discussion of the material U.S. federal income tax matters as described herein and does not purport to address all of the U.S. federal
income tax consequences that may be relevant to a particular shareholder in light of such shareholder's specific circumstances. For example,
special rules apply to certain shareholders, such as partnerships, insurance companies, regulated investment companies, real estate investment
trusts, financial asset securitization investment trusts, dealers or traders in securities, tax exempt organizations, expatriates, persons who are
considered with respect to any of us as "United States shareholders" for purposes of the controlled foreign corporation ("CFC") rules of the Code
(generally, a U.S. Person, as defined below, who owns or is deemed to own 10% or more of the total combined voting power of all classes of
Assured Guaranty or the stock of any of our foreign subsidiaries entitled to vote (i.e., 10% U.S. Shareholders)), or persons who hold the
common shares as part of a hedging or conversion transaction or as part of a short-sale or straddle. Any such shareholder should consult their tax
advisor.

For purposes of this discussion, the term "U.S. Person" means: (i) a citizen or resident of the United States, (ii) a partnership or corporation,
or entity treated as a corporation, created or organized in or under the laws of the United States, or any political subdivision thereof, (iii) an
estate the income of which is subject to U.S. federal income taxation regardless of its source, (iv) a trust if either (x) a court within the United
States is able to exercise primary supervision over the administration of such trust and one or more U.S. Persons have the authority to control all
substantial decisions of such trust or (y) the trust has a valid election in effect to be treated as a U.S. Person for U.S. federal income tax purposes
or (v) any other person or entity that is treated for U.S. federal income tax purposes as if it were one of the foregoing.

Taxation of Dividends. Subject to the discussions below relating to the potential application of the CFC, related person insurance income
("RPII"), passive foreign investment company ("PFIC") and foreign personal holding company ("FPHC") rules, cash distributions, if any, made
with respect to the common shares will constitute dividends for U.S. federal income tax purposes to the extent paid out of current or
accumulated earnings and profits of Assured Guaranty (as computed using U.S. tax principles). Under current legislation, certain dividends paid
to individual shareholders before 2009 are eligible for reduced rates of tax. Dividends paid by Assured Guaranty to corporate shareholders will
not be eligible for the dividends received deduction. To the extent such distributions exceed Assured Guaranty's earnings and profits, they will
be treated first as a return of the shareholder's basis in the common shares to the extent thereof, and then as gain from the sale of a capital asset.

Classification of Assured Guaranty or its Foreign Subsidiaries as a Controlled Foreign Corporation. Each 10% U.S. Shareholder (as
defined below) of a foreign corporation that is a CFC for an uninterrupted period of 30 days or more during a taxable year, and who owns shares
in the CFC, directly or indirectly through foreign entities, on the last day of the CFC's taxable year, must include in its gross income for U.S.
federal income tax purposes its pro rata share of the CFC's "subpart F income," even if the subpart F income is not distributed. A foreign
corporation is considered a CFC if 10% U.S. Shareholders own (directly, indirectly through foreign entities or by attribution by application of
the constructive ownership rules of section 958(b) of the Code (i.e., "constructively")) more than 50% of the total combined voting power of all
classes of voting stock of such foreign corporation, or more than 50% of the total value of all stock of such corporation on any day during the
taxable year of such corporation. For purposes of taking into account insurance income, a CFC also includes a foreign insurance company in
which more than 25% of the total combined voting power of all classes of stock (or more than 25% of the total value of the stock) is owned by
10% U.S. Shareholders, on any day during the taxable year of such corporation. A "10% U.S. Shareholder" is a U.S. Person who owns
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(directly, indirectly through foreign entities or constructively) at least 10% of the total combined voting power of all classes of stock entitled to
vote of the foreign corporation. We believe that because of the dispersion of our share ownership, provisions in our organizational documents
that limit voting power (these provisions are described in "Description of Share Capital") and other factors, no U.S. Person who owns shares of
Assured Guaranty directly or indirectly through one or more foreign entities should be treated as owning (directly, indirectly through foreign
entities, or constructively), 10% or more of the total voting power of all classes of shares of Assured Guaranty or any of its foreign subsidiaries.
It is possible, however, that the IRS could challenge the effectiveness of these provisions and that a court could sustain such a challenge.

The RPII CFC Provisions. The following discussion generally is applicable only if the RPII of AG Re determined on a gross basis, is
20% or more of AG Re's gross insurance income for the taxable year and the 20% Ownership Exception (as defined below) is not met. The
following discussion generally would not apply for any fiscal year in which AG Re's gross RPII falls below the 20% threshold or the 20%
Ownership Exception is met. Although we cannot be certain, Assured Guaranty believes that AG Re was in prior years of operations and will be
for the foreseeable future below either the 20% threshold or 20% Ownership Exception for each tax year.

RPII is any "insurance income" (as defined below) attributable to policies of insurance or reinsurance with respect to which the person
(directly or indirectly) insured is a "RPII shareholder" (as defined below) or a "related person" (as defined below) to such RPII shareholder. In
general, and subject to certain limitations, "insurance income" is income (including premium and investment income) attributable to the issuing
of any insurance or reinsurance contract which would be taxed under the portions of the Code relating to insurance companies if the income
were the income of a domestic insurance company. For purposes of inclusion of the RPII of AG Re in the income of RPII shareholders, unless
an exception applies, the term "RPII shareholder" means any U.S. Person who owns (directly or indirectly through foreign entities) any amount
of Assured Guaranty's common shares. Generally, the term "related person" for this purpose means someone who controls or is controlled by the
RPII shareholder or someone who is controlled by the same person or persons which control the RPII shareholder. Control is measured by either
more than 50% in value or more than 50% in voting power of stock applying certain constructive ownership principles. AG Re will be treated as
a CFC under the RPII provisions if RPII shareholders are treated as owning (directly, indirectly through foreign entities or constructively) 25%
or more of the shares of Assured Guaranty by vote or value.

RPII Exceptions. The special RPII rules do not apply if (i) at all times during the taxable year less than 20% of the voting power and less
than 20% of the value of the stock of Assured Guaranty (the "20% Ownership Exception") is owned (directly or indirectly) by persons whose
(directly or indirectly) insured under any policy of insurance or reinsurance issued by AG Re or related persons to any such person, (ii) RPII,
determined on a gross basis, is less than 20% of AG Re's gross insurance income for the taxable year (the "20% Gross Income Exception),

(iii) AG Re elects to be taxed on its RPII as if the RPII were effectively connected with the conduct of a U.S. trade or business, and to waive all
treaty benefits with respect to RPII and meet certain other requirements or (iv) AG Re elects to be treated as a U.S. corporation and waive all
treaty benefits and meet certain other requirements. Where none of these exceptions applies, each U.S. Person owning or treated as owning any
shares in Assured Guaranty (and therefore, indirectly, in AG Re) on the last day of Assured Guaranty's taxable year will be required to include in
its gross income for U.S. federal income tax purposes its share of the RPII for the portion of the taxable year during which AG Re was a CFC
under the RPII provisions, determined as if all such RPII were distributed proportionately only to such U.S. Persons at that date, but limited by
each such U.S. Person's share of AG Re's current-year earnings and profits as reduced by the U.S. Person's share, if any, of certain prior-year
deficits in earnings and profits. AG Re intends to operate in a manner that is intended to ensure that each qualifies for either the 20% Gross
Income Exception or 20% Ownership Exception.
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Computation of RPII. For any year in which AG Re's gross RPII is 20% or more of its gross insurance income for the year and AG Re does
not meet the 20% Ownership Exception, Assured Guaranty may also seek information from its shareholders as to whether beneficial owners of
common shares at the end of the year are U.S. Persons so that the RPII may be determined and apportioned among such persons; to the extent
Assured Guaranty is unable to determine whether a beneficial owner of common shares is a U.S. Person, Assured Guaranty may assume that
such owner is not a U.S. Person, thereby increasing the per share RPII amount for all known RPII shareholders. The amount of RPII includable
in the income of a RPII shareholder is based upon the net RPII income for the year after deducting related expenses such as losses, loss reserves
and operating expenses.

If gross RPII is less than 20% of gross insurance income or AG Re meets the 20% Ownership Exception, RPII shareholders will not be
required to include RPII in their taxable income. The amount of RPII includable in the income of a RPII shareholder is based upon the net RPII
income for the year after deducting related expenses such as losses, loss reserves and operating expenses.

Apportionment of RPII to U.S. Holders. Every RPII shareholder who owns common shares on the last day of any taxable year of Assured
Guaranty in which AG Re's gross insurance income constituting RPII for that year equals or exceeds 20% of AG Re's gross insurance income
and AG Re does not meet the 20% Ownership Exception should expect that for such year it will be required to include in gross income its share
of AG Re's RPII for the portion of the taxable year during which AG Re was a CFC under the RPII provisions, whether or not distributed, even
though it may not have owned the shares throughout such period. A RPII shareholder who owns common shares during such taxable year but not
on the last day of the taxable year is not required to include in gross income any part of AG Re's RPII.

Uncertainty as to Application of RPII. The RPII provisions are complex have never been interpreted by the courts or the Treasury
Department in final regulations, and regulations interpreting the RPII provisions of the Code exist only in proposed form. It is not certain
whether these regulations will be adopted in their proposed form or what changes or clarifications might ultimately be made thereto or whether
any such changes, as well as any interpretation or application of RPII by the IRS, the courts or otherwise, might have retroactive effect. These
provisions include the grant of authority to the Treasury Department to prescribe "such regulations as may be necessary to carry out the purpose
of this subsection including regulations preventing the avoidance of this subsection through cross insurance arrangements or otherwise."
Accordingly, the meaning of the RPII provisions and the application thereof to AG Re is uncertain. In addition, we cannot be certain that the
amount of RPII or the amounts of the RPII inclusions for any particular RPII shareholder, if any, will not be subject to adjustment based upon
subsequent IRS examination. Any prospective investor which does business with AG Re and is considering an investment in common shares
should consult his tax advisor as to the effects of these uncertainties.

Tax-Exempt Shareholders. Tax-exempt entities will be required to treat certain subpart F insurance income, including RPII, that is
includible in income by the tax-exempt entity as unrelated business taxable income. Prospective investors that are tax exempt entities are urged
to consult their tax advisors as to the potential impact of the unrelated business taxable income provisions of the Code. A tax-exempt
organization that is treated as a 10% U.S. Shareholder or a RPII Shareholder also must file IRS Form 5471 in certain circumstances.

Dispositions of Common Shares. Subject to the discussions below relating to the potential application of the Code section 1248 and PFIC
rules, holders of common shares generally should recognize capital gain or loss for U.S. federal income tax purposes on the sale, exchange or
other disposition of common shares in the same manner as on the sale, exchange or other disposition of any other shares held as capital assets. If
the holding period for these common shares exceeds one year,
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any gain will be subject to tax at a current maximum marginal tax rate of 15% for individuals and 35% for corporations. Moreover, gain, if any,
generally will be a U.S. source gain and generally will constitute "passive income" for foreign tax credit limitation purposes.

Code section 1248 provides that if a U.S. Person sells or exchanges stock in a foreign corporation and such person owned, directly,
indirectly through certain foreign entities or constructively, 10% or more of the voting power of the corporation at any time during the five-year
period ending on the date of disposition when the corporation was a CFC, any gain from the sale or exchange of the shares will be treated as a
dividend to the extent of the CFC's earnings and profits (determined under U.S. federal income tax principles) during the period that the
shareholder held the shares and while the corporation was a CFC (with certain adjustments). We believe that because of the dispersion of our
share ownership, provisions in our organizational documents that limit voting power and other factors that no U.S. shareholder of Assured
Guaranty should be treated as owning (directly, indirectly through foreign entities or constructively) 10% of more of the total voting power of
Assured Guaranty; to the extent this is the case this application of Code Section 1248 under the regular CFC rules should not apply to
dispositions of our common shares. It is possible, however, that the IRS could challenge the effectiveness of these provisions and that a court
could sustain such a challenge. A 10% U.S. Shareholder may in certain circumstances be required to report a disposition of shares of a CFC by
attaching IRS Form 5471 to the U.S. federal income tax or information return that it would normally file for the taxable year in which the
disposition occurs. In the event this is determined necessary, Assured Guaranty will provide a completed IRS Form 5471 or the relevant
information necessary to complete the Form. Code section 1248 also applies to the sale or exchange of shares in a foreign corporation if the
foreign corporation would be treated as a CFC for RPII purposes regardless of whether the shareholder is a 10% U.S. Shareholder or whether
RPII constitutes 20% or more of the corporation's gross insurance income or the 20% Ownership Exception applies. Existing proposed
regulations do not address whether Code section 1248 would apply if a foreign corporation is not a CFC but the foreign corporation has a
subsidiary that is a CFC and that would be taxed as an insurance company if it were a domestic corporation. We believe, however, that this
application of Code section 1248 under the RPII rules should not apply to dispositions of common shares because Assured Guaranty will not be
directly engaged in the insurance business. We cannot be certain, however, that the IRS will not interpret the proposed regulations in a contrary
manner or that the Treasury Department will not amend the proposed regulations to provide that these rules will apply to dispositions of
common shares. Prospective investors should consult their tax advisors regarding the effects of these rules on a disposition of common shares.

Passive Foreign Investment Companies. In general, a foreign corporation will be a PFIC during a given year if (i) 75% or more of its
gross income constitutes "passive income" (the "75% test") or (ii) 50% or more of its assets produce passive income (the "50% test").

If Assured Guaranty were characterized as a PFIC during a given year, each U.S. Person holding common shares would be subject to a
penalty tax at the time of the sale at a gain of, or receipt of an "excess distribution" with respect to, their common shares, unless such person is a
10% U.S. Shareholder or made a "qualified electing fund election" or "mark-to-market" election. It is uncertain that Assured Guaranty would be
able to provide its shareholders with the information necessary for a U.S. Person to make these elections. In addition, if Assured Guaranty were
considered a PFIC, upon the death of any U.S. individual owning common shares, such individual's heirs or estate would not be entitled to a
"step-up" in the basis of the common shares that might otherwise be available under U.S. federal income tax laws. In general, a shareholder
receives an "excess distribution” if the amount of the distribution is more than 125% of the average distribution with respect to the common
shares during the three preceding taxable years (or shorter period during which the taxpayer held common shares). In general, the penalty tax is
equivalent to an interest charge on taxes that are deemed due during the period the shareholder owned the common shares, computed by
assuming that the excess distribution
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or gain (in the case of a sale) with respect to the common shares was taken in equal portion at the highest applicable tax rate on ordinary income
throughout the shareholder's period of ownership. The interest charge is equal to the applicable rate imposed on underpayments of U.S. federal
income tax for such period. In addition, a distribution paid by Assured Guaranty to U.S. shareholders that is characterized as a dividend and is
not characterized as an excess distribution would not be eligible for reduced rates of tax as qualified dividend income with respect to dividends
paid before 2011.

For the above purposes, passive income generally includes interest, dividends, annuities and other investment income. The PFIC rules
provide that income "derived in the active conduct of an insurance business by a corporation which is predominantly engaged in an insurance
business... is not treated as passive income." The PFIC provisions also contain a look-through rule under which a foreign corporation shall be
treated as if it "received directly its proportionate share of the income..." and as if it "held its proportionate share of the assets..." of any other
corporation in which it owns at least 25% of the value of the stock.

The insurance income exception is intended to ensure that income derived by a bona fide insurance company is not treated as passive
income, except to the extent such income is attributable to financial reserves in excess of the reasonable needs of the insurance business. We
expect, for purposes of the PFIC rules, that each of our insurance subsidiaries will be predominantly engaged in an insurance business and is
unlikely to have financial reserves in excess of the reasonable needs of its insurance business in each year of operations. Accordingly, none of
the income or assets of our insurance subsidiaries should be treated as passive. Additionally, we expect that in each year of operations the
passive income and assets of our non-insurance subsidiaries will be de minimis in each year of operations with respect to the overall income and
assets of Assured Guaranty and its subsidiaries. Under the look-through rule Assured Guaranty should be deemed to own its proportionate share
of the assets and to have received its proportionate share of the income of its direct and indirect subsidiaries for purposes of the 75% test and the
50% test. As a result, we believe that Assured Guaranty was not and should not be treated as a PFIC. We cannot be certain, however, as there are
currently no regulations regarding the application of the PFIC provisions to an insurance company and new regulations or pronouncements
interpreting or clarifying these rules may be forthcoming, that the Internal Revenue Service ("IRS") will not successfully challenge this position.
Prospective investors should consult their tax advisor as to the effects of the PFIC rules.

Foreign tax credit. If U.S. Persons own a majority of our common shares, only a portion of the current income inclusions, if any, under
the CFC, RPII and PFIC rules and of dividends paid by us (including any gain from the sale of common shares that is treated as a dividend under
section 1248 of the Code) will be treated as foreign source income for purposes of computing a shareholder's U.S. foreign tax credit limitations.
We will consider providing shareholders with information regarding the portion of such amounts constituting foreign source income to the
extent such information is reasonably available. It is also likely that substantially all of the "subpart F income," RPII and dividends that are
foreign source income will constitute either either "passive" or "general" income. Thus, it may not be possible for most shareholders to utilize
excess foreign tax credits to reduce U.S. tax on such income.

Information Reporting and Backup Withholding on Distributions and Disposition Proceeds. Information returns may be filed with the
IRS in connection with distributions on our common shares and the proceeds from a sale or other disposition of our common shares unless the
holder of our common shares establishes an exemption from the information reporting rules. A holder of common shares that does not establish
such an exemption may be subject to U.S. backup withholding tax on these payments if the holder is not a corporation or non-U.S. Person or
fails to provide its taxpayer identification number or otherwise comply with the backup withholding rules. The amount of any backup
withholding from a payment to a U.S. Person will be allowed as a credit against the U.S.
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Person's U.S. federal income tax liability and may entitle the U.S. Person to a refund, provided that the required information is furnished to the
IRS.

Description of Share Capital

The following summary of our share capital is qualified in its entirety by the provisions of Bermuda law, our memorandum of association
and Bye-Laws, copies of which are incorporated by reference as exhibits to this Annual Report on Form 10-K. In this section, the "Company,"

" "o

we," "us" and "our" refer to Assured Guaranty Ltd. and not to any of its subsidiaries.
General

We have an authorized share capital of $5,000,000 divided into 500,000,000 shares, par value U.S. $0.01 per share, of which 80,106,317
common shares were issued and outstanding as of February 15, 2008. Except as described below, our common shares have no preemptive rights
or other rights to subscribe for additional common shares, no rights of redemption, conversion or exchange and no sinking fund rights. In the
event of liquidation, dissolution or winding-up, the holders of our common shares are entitled to share equally, in proportion to the number of
common shares held by such holder, in our assets, if any remain after the payment of all our debts and liabilities and the liquidation preference
of any outstanding preferred shares. Under certain circumstances, we have the right to purchase all or a portion of the shares held by a
shareholder. See " Acquisition of Common Shares by Us" below.

Voting Rights and Adjustments

In general, and except as provided below, shareholders have one vote for each common share held by them and are entitled to vote with
respect to their fully paid shares at all meetings of shareholders. However, if, and so long as, the common shares (and other of our shares) of a
shareholder are treated as "controlled shares" (as determined pursuant to section 958 of the Code) of any "United States person" as defined in the
Code (a "U.S. Person") and such controlled shares constitute 9.5% or more of the votes conferred by our issued and outstanding shares, the
voting rights with respect to the controlled shares owned by such U.S. Person shall be limited, in the aggregate, to a voting power of less than
9.5% of the voting power of all issued and outstanding shares, under a formula specified in our Bye-laws. The formula is applied repeatedly until
there is no U.S. Person whose controlled shares constitute 9.5% or more of the voting power of all issued and outstanding shares and who
generally would be required to recognize income with respect to us under the Code if we were a controlled foreign corporation as defined in the
Code and if the ownership threshold under the Code were 9.5% (as defined in our Bye-Laws as a "9.5% U.S. Shareholder"). In addition, our
Board of Directors may determine that shares held carry different voting rights when it deems it appropriate to do so to (i) avoid the existence of
any 9.5% U.S. Shareholder; and (ii) avoid adverse tax, legal or regulatory consequences to the Company or any of its subsidiaries or any direct
or indirect holder of shares or its affiliates. "Controlled shares" includes, among other things, all shares of Assured Guaranty that such U.S.
Person is deemed to own directly, indirectly or constructively (within the meaning of section 958 of the Code). The foregoing provision does not
apply to ACE because it is not a U.S. Shareholder. Further, these provisions do not apply in the event one shareholder owns greater than 75% of
the voting power of all issued and outstanding shares.

Under these provisions, certain shareholders may have their voting rights limited to less than one vote per share, while other shareholders
may have voting rights in excess of one vote per share. Moreover, these provisions could have the effect of reducing the votes of certain

shareholders who would not otherwise be subject to the 9.5% limitation by virtue of their direct share ownership. Our
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Bye-laws provide that we will use our best efforts to notify shareholders of their voting interests prior to any vote to be taken by them.

Our Board of Directors is authorized to require any shareholder to provide information for purposes of determining whether any holder's
voting rights are to be adjusted, which may be information on beneficial share ownership, the names of persons having beneficial ownership of
the shareholder's shares, relationships with other shareholders or any other facts our Board of Directors may deem relevant. If any holder fails to
respond to this request or submits incomplete or inaccurate information, our Board of Directors may eliminate the shareholder's voting rights.
All information provided by the shareholder will be treated by us as confidential information and shall be used by us solely for the purpose of
establishing whether any 9.5% U.S. Shareholder exists and applying the adjustments to voting power (except as otherwise required by applicable
law or regulation).

Restrictions on Transfer of Common Shares

Our Board of Directors may decline to register a transfer of any common shares under certain circumstances, including if they have reason
to believe that any adverse tax, regulatory or legal consequences to us, any of our subsidiaries or any of our shareholders or indirect holders of
shares or its Affiliates may occur as a result of such transfer (other than such as our Board of Directors considers de minimis). Transfers must be
by instrument unless otherwise permitted by the Companies Act.

The restrictions on transfer and voting restrictions described above may have the effect of delaying, deferring or preventing a change in
control of Assured Guaranty.

Acquisition of Common Shares by Us

Under our Bye-Laws and subject to Bermuda law, if our Board of Directors determines that any ownership of our shares may result in
adverse tax, legal or regulatory consequences to us, any of our subsidiaries or any of our shareholders or indirect holders of shares or its
Affiliates (other than such as our Board of Directors considers de minimis), we have the option, but not the obligation, to require such
shareholder to sell to us or to a third party to whom we assign the repurchase right the minimum number of common shares necessary to avoid or
cure any such adverse consequences at a price determined in the discretion of the Board of Directors to represent the shares' fair market value (as
defined in our Bye-Laws).

Other Provisions of Our Bye-Laws

Our Board of Directors and Corporate Action. Our Bye-Laws provide that our Board of Directors shall consist of not less than three and
not more than 21 directors, the exact number as determined by the Board of Directors. Our Board of Directors consists of ten persons, and is
divided into three classes. Each elected director generally will serve a three year term, with termination staggered according to class.
Shareholders may only remove a director for cause (as defined in our Bye-Laws) at a general meeting, provided that the notice of any such
meeting convened for the purpose of removing a director shall contain a statement of the intention to do so and shall be provided to that director
at least two weeks before the meeting. Vacancies on the Board of Directors can be filled by the Board of Directors if the vacancy occurs in those
events set out in our Bye-Laws as a result of death, disability, disqualification or resignation of a director, or from an increase in the size of the
Board of Directors.

Generally under our Bye-Laws, the affirmative votes of a majority of the votes cast at any meeting at which a quorum is present is required
to authorize a resolution put to vote at a meeting of the Board of Directors. Corporate action may also be taken by a unanimous written

resolution of the
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Board of Directors without a meeting. A quorum shall be at least one-half of directors then in office present in person or represented by a duly
authorized representative, provided that at least two directors are present in person.

Shareholder Action. At the commencement of any general meeting, two or more persons present in person and representing, in person or
by proxy, more than 50% of the issued and outstanding shares entitled to vote at the meeting shall constitute a quorum for the transaction of
business. In general, any questions proposed for the consideration of the shareholders at any general meeting shall be decided by the affirmative
votes of a majority of the votes cast in accordance with the Bye-Laws.

The Bye-Laws contain advance notice requirements for shareholder proposals and nominations for directors, including when proposals and
nominations must be received and the information to be included.

Amendment. The Bye-Laws may be amended only by a resolution adopted by the Board of Directors and by resolution of the
shareholders.

Voting of Non-U.S. Subsidiary Shares. 1f we are required or entitled to vote at a general meeting of any of AG Re, AGFOL or any other
directly held non-U.S. subsidiary of ours, our Board of Directors shall refer the subject matter of the vote to our shareholders and seek direction
from such shareholders as to how they should vote on the resolution proposed by the non-U.S. subsidiary. Our Board of Directors in its
discretion shall require substantially similar provisions are or will be contained in the bye-laws (or equivalent governing documents) of any
direct or indirect non-U.S. subsidiaries other than UK and AGRO.

Employees

As of December 31, 2007, we had 147 employees. None of our employees are subject to collective bargaining agreements. We believe that
employee relations are satisfactory.

Available Information

We maintain an Internet web site at www.assuredguaranty.com. We make available, free of charge, on our web site (under Investor
Information / SEC Filings) our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to
those reports filed or furnished pursuant to Section 13 (a) or 15 (d) of the Exchange Act (15 U.S.C. 78m (a) or 780(d)) as soon as reasonably
practicable after we file such material with, or furnish it to, the Securities and Exchange Commission.

We also make available free of charge through our web site (under Investor Information / Corporate Governance) links to our Corporate
Governance Guidelines, our Code of Conduct and Charters for our Board Committees. These documents are also available in print to any
shareholder who requests them from our secretary by:

telephone (441) 278-6679
facsimile (441) 296-1083
e-mail jmichener @assuredguaranty.com

Nothing on our website should be considered incorporated by reference in this report.

43

53



Edgar Filing: ASSURED GUARANTY LTD - Form 10-K

ITEM 1A. RISK FACTORS

You should carefully consider the following information, together with the other information contained in this Annual Report on
Form 10-K. 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 Related to Our Company

A downgrade of the financial strength or financial enhancement ratings of any of our insurance subsidiaries could adversely affect our
business and prospects and, consequently, our results of operations and financial condition.

Financial strength ratings have become an increasingly important factor in establishing the competitive position of insurance and
reinsurance companies. The objective of these ratings is to provide an opinion of an insurer's financial strength and ability to meet ongoing
obligations to its policyholders. Ratings reflect the rating agencies' opinions of our financial strength, and are neither evaluations directed to
investors in our common shares nor recommendations to buy, sell or hold our common shares.

As of the date of this Form 10-K, our insurance company subsidiaries have been assigned the following insurance financial strength ratings:

Moody's S&P Fitch
AGC Aaa(Exceptional) AAA(Extremely Strong) AAA(Extremely Strong)
AGRe Aa2(Excellent) AA(Very Strong) AA(Very Strong)
AGRO Aa2(Excellent) AA(Very Strong) AA(Very Strong)
Assured Guaranty Mortgage Aa2(Excellent) AA(Very Strong) AA(Very Strong)
Assured Guaranty (UK) Ltd Aaa(Exceptional) AAA(Extremely Strong) AAA(Extremely Strong)

"Aaa" (Exceptional) is the highest ranking, which AGC and Assured Guaranty (UK) Ltd. achieved in July 2007, and "Aa2" (Excellent) is
the third highest ranking of 21 ratings categories used by Moody's Investors Service ("Moody's"). A "AAA" (Extremely Strong) rating is the
highest ranking and "AA" (Very Strong) is the third highest ranking of the 21 ratings categories used by Standard & Poor's Inc. ("S&P"). "AAA"
(Extremely Strong) is the highest ranking and "AA" (Very Strong) is the third highest ranking of the 24 ratings categories used by Fitch Ratings
("Fitch"). An insurance financial strength rating is an opinion with respect to an insurer's ability to pay under its insurance policies and contracts
in accordance with their terms. The opinion is not specific to any particular policy or contract. Insurance financial strength ratings do not refer to
an insurer's ability to meet non insurance obligations and are not a recommendation to purchase or discontinue any policy or contract issued by
an insurer or to buy, hold, or sell any security issued by an insurer, including our common shares.

The major rating agencies have developed and published rating guidelines for rating financial guaranty and mortgage guaranty insurers and
reinsurers. The insurance financial strength ratings assigned by S&P, Moody's and Fitch are based upon factors relevant to policyholders and are
not directed toward the protection of investors in our common shares. The rating criteria used by the rating agencies in establishing these ratings
include consideration of the sufficiency of capital resources to meet projected growth (as well as access to such additional capital as may be
necessary to continue to meet applicable capital adequacy standards), the company's overall financial strength, and demonstrated management
expertise in financial guaranty and traditional reinsurance, credit analysis, systems
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development, marketing, capital markets and investment operations. Obligations insured by AGC generally are rated Aaa, AAA and AAA by
Moody's, S&P and Fitch, respectively, by virtue of such insurance. These ratings reflect only the views of the respective rating agencies and are
subject to revision or withdrawal at any time.

The rating agencies grant credit to primary companies in their calculations of required capital and single risk limits for reinsurance ceded.
The amount of credit is a function of the financial strength rating of the reinsurer. For example, S&P has established the following reinsurance

credit for business ceded to a monoline reinsurer, including AG Re and AGRO:

Monoline Reinsurer Rating

Ceding Company Rating AAA AA A BBB
AAA 100% 70% 50% n/a
AA 100% 75% 70% 50%
A 100% 80% 75% 70%

Below A: Not applicable.

For reinsurance ceded to a multiline reinsurer, S&P has re-examined its methodology for the determination of reinsurance credit. In the
course of its examination, S&P considered the effect of having both monoline and multiline companies in the industry, determining that
multiline reinsurers had not demonstrated sufficient commitment to participation in the industry and occasionally had handled claims for
financial guaranty reinsurance as they handle claims in their other business lines. S&P therefore determined that no rating agency reinsurance
credit would be accorded cessions to multiline reinsurance companies that had not demonstrated their willingness and ability to make timely
payment, which willingness and ability is measured by a financial enhancement rating ("FER") from S&P. A financial enhancement rating
reflects not only an insurer's perceived ability to pay claims, but also its perceived willingness to pay claims. FERs are assigned by S&P to
multiline insurers requesting the rating who meet stringent criteria identifying the company's capacity and willingness to pay claims on a timely
basis. S&P has established the following reinsurance credit for business ceded to a multiline reinsurer carrying an FER:

Multiline Reinsurer Rating

Ceding Company Rating AAA AA A BBB
AAA 95% 65% 45% n/a
AA 95% 70% 65% 45%
A 95% 75% 70% 65%

Below A: Not applicable.

The ratings of AGRO, Assured Guaranty Mortgage and Assured Guaranty (UK) Ltd. are dependent upon support in the form of keepwell
agreements. AG Re provides a keepwell to its subsidiary, AGRO. AGRO provides a keepwell to its subsidiary, Assured Guaranty Mortgage.
AGC provides a keepwell to its subsidiary, Assured Guaranty (UK) Ltd. Pursuant to the terms of these agreements, each of AG Re, AGRO and
AGC agrees to provide funds to their respective subsidiaries sufficient for those subsidiaries to meet their obligations.

The ratings assigned by S&P, Moody's and Fitch to our insurance subsidiaries are subject to periodic review and may be downgraded by
one or more of the rating agencies as a result of changes in the views of the rating agencies or adverse developments in our subsidiaries' financial
conditions or results of operations due to underwriting or investment losses or other factors. As a result, the ratings assigned to our insurance
subsidiaries by any of the rating agencies may change at any time. If the ratings of any of our insurance subsidiaries were reduced below current
levels by any of the rating
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agencies, it could have an adverse effect on the affected subsidiary's competitive position and its prospects for future business opportunities. A
downgrade may also reduce the value of the reinsurance we offer, which may no longer be of sufficient economic value for our customers to
continue to cede to our subsidiaries at economically viable rates.

With respect to a significant portion of our in-force financial guaranty reinsurance business, in the event of certain downgrades, the ceding
company has the right to recapture business ceded to the affected subsidiary and assets representing substantially all of the statutory unearned
premium and loss reserves (if any) associated with that business, with a corresponding negative impact to earnings, which could be significant.
Alternatively, the ceding company can increase the commissions it charges us for cessions. Any such increase may be retroactive to the date of
the cession, requiring the affected subsidiary to refund a portion of related premium previously earned, with a corresponding negative impact to
earnings, which could be significant. In the event of a downgrade of any of our subsidiaries that write or insure exposures relating to contracts
that allow for the use of derivative instruments to transfer credit risk, or credit derivatives, a downgrade below negotiated levels may allow a
counterparty to terminate its agreements, resulting in the possible payment of a settlement amount. A downgrade also will increase the
possibility that we may have to pledge collateral for the benefit of a counterparty.

A downgrade may also negatively impact the affected company's ability to write new business or negotiate favorable terms on new
business.

We are dependent on a small number of ceding companies to provide us with a substantial part of our reinsurance business.

We have derived a substantial portion of our revenues from financial guaranty reinsurance premiums. A significant reduction in the amount
of reinsurance ceded by one or more of our principal ceding companies would have an adverse effect upon our reinsurance business. A number
of factors could cause such a reduction, such as, reluctance among our principal ceding companies to cede business to us as a result of
competition with them in the direct financial guaranty business. In addition, primary insurers may retain higher levels of risk than in the past.
Also, the volume of municipal bond and structured securities new issuances, together with the levels of and changes in interest rates and investor
demand, may significantly affect the new business activities of primary financial guaranty insurers and, consequently, their use of reinsurance.

Additionally, our ability to receive profitable pricing for our reinsurance depends largely on prices charged by the primary insurers for their
insurance coverage and the amount of ceding commissions paid by us to these primary insurers.

Recent adverse developments in the credit and financial guaranty markets have substantially increased uncertainty in our business.

Since mid-2007 there have been adverse developments in the credit and financial guaranty markets. U.S. RMBS transactions issued in
recent years are now expected to absorb mortgage losses far higher than originally expected by purchasers of these securities and financial
guarantors which guaranteed such securities. This poor performance has led to price declines for RMBS securities and the rating agencies
downgrading thousands of such transactions. Except for AGC and one other financial guaranty insurer, the leading monoline financial guaranty
insurers have either been downgraded or put on credit watch for downgrade or negative outlook by one or more of the rating agencies. While
these market conditions have allowed the Company to expand its market share in recent months, they may also adversely affect the Company in
a number of ways, including requiring us to raise and hold more capital, reduce the demand for our direct guaranties or reinsurance, limit the
types of guaranties we
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offer, encourage new competitors, make losses harder to estimate, make our results more volatile and make it harder to raise new capital.

Recent adverse developments in the credit markets and any potential negative impact on our insured portfolio may materially and
adversely affect our financial condition, results of operations and future business.

Individual credits in our insured portfolio (including potential new credits) are assessed a rating agency "capital charge" based on a variety
of factors, including the nature of the credits, their underlying ratings, their tenor and their expected and actual performance. In the event of an
actual or perceived deterioration in creditworthiness, a reduction in the underlying rating or a change in the rating agency capital methodology,
the rating agencies may require us to increase the amount of capital allocated to support the affected credits, regardless of whether losses
actually occur, or against potential new business. Significant reductions in underlying ratings of credits in our insured portfolio can produce
significant increases in assessed "capital charges", which may require us to seek additional capital. There can be no assurance that our capital
position will be adequate to meet such increased reserve requirements or that we will be able to secure additional capital, especially at a time of
actual or perceived deterioration in creditworthiness of new or existing credits. Unless we are able to increase its amount of available capital, an
increase in capital charges could reduce the amount of capital available to support our triple-A ratings and could have an adverse effect on our
ability to write new business.

In recent months Fitch, Moody's and S&P have announced the downgrade of, or other negative ratings actions with respect to, a large
number of structured finance transactions, including certain transactions that we insure. There can be no assurance that additional securities in
our insured portfolio will not be reviewed and downgraded in the future. Moreover, we do not know what portion of the securities in our insured
portfolio already have been reviewed by the rating agencies and if, and when, the rating agencies might review additional securities in our
insured portfolio or review again securities that have already been reviewed and/or downgraded. Downgrades of credits that we insure will result
in higher capital charges to us under the relevant rating agency model or models. If the additional amount of capital required to support such
exp