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The 6.40% Series A Enhanced Junior Subordinated Debentures
Will Be Fully and Unconditionally Guaranteed by Assured Guaranty Ltd.

This is an offering by Assured Guaranty US Holdings Inc., the issuer, of $150,000,000 of its 6.40% Series A Enhanced Junior Subordinated Debentures due 2066,
which we refer to as the capital securities. Interest on the capital securities will accrue from, and including, the issue date to, but not including, December 15, 2016
at a fixed rate equal to 6.40% per year and will be payable semi-annually in arrears on June 15 and December 15 of each year, commencing on June 15, 2007,

subject to the right of the issuer to defer interest payments as described in this prospectus supplement. From, and including, December 15, 2016 until maturity,
interest on the capital securities will accrue at a floating rate, reset quarterly, equal to 3-month LIBOR plus a margin equal to 2.38%, payable quarterly in arrears

on March 15, June 15, September 15, and December 15 of each year, commencing on March 15, 2017, subject to the right of the issuer to defer interest payments

as described in this prospectus supplement. The capital securities will be fully and unconditionally guaranteed by Assured Guaranty Ltd., the parent corporation of
the issuer, which we refer to as the guarantor.

The issuer may redeem the capital securities, in whole or in part, at any time, on or after December 15, 2016, subject to the replacement capital covenant described
in this prospectus supplement, at 100% of the principal amount of the capital securities to be redeemed, plus accrued and unpaid interest, together with any
compounded interest, on the capital securities to the date of redemption, which amount we refer to as the par redemption amount.

Prior to December 15, 2016, the issuer may redeem the capital securities, in whole but not in part, at the greater of the par redemption amount and the applicable
make-whole redemption amount. See Description of the Capital Securities Redemption.

The capital securities will be the issuer s junior subordinated unsecured obligations and will be subordinated in right of payment to the issuer s existing or future
senior indebtedness, as defined in this prospectus supplement, including any non-junior subordinated indebtedness of the issuer and will be effectively
subordinated to all indebtedness and policyholder obligations of the issuers subsidiaries. The guarantees will be unsecured junior subordinated obligations of the
guarantor and will be subordinated in right of payment to the guarantor s existing or future senior indebtedness, including any non-junior subordinated
indebtedness.

As further described in this prospectus supplement, following the earlier of the fifth anniversary of the commencement of a deferral period or a payment, during a
deferral period, of current interest on the capital securities, the issuer and the guarantor will be required to make commercially reasonable efforts to sell qualifying
warrants and non-cumulative perpetual preferred stock and must pay optionally deferred interest on the capital securities only from the net proceeds of those sales.
An event of default will occur if non-payment of interest, due to an optional deferral or otherwise, continues for 10 consecutive years without all accrued and
unpaid interest (including compounded interest) having been paid in full, such non-payment continues for 30 days and the guarantor fails to make guarantee
payments with respect thereto. In certain events of the issuer s bankruptcy, insolvency or receivership prior to the maturity or redemption of any capital securities,
whether voluntary or not, a holder of capital securities will have no claim for interest that is unpaid (including compounded interest thereon) and that has not been
settled through the application of the alternative coupon satisfaction mechanism (as described herein) to the extent the amount of such interest (including
compounded interest thereon) relates to the first two years of the portion of the deferral period for which interest has not so been paid.
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The capital securities will not be subject to redemption at the option of the holder or to any sinking fund payments.

The capital securities are not listed and the issuer does not plan to apply to list the capital securities on any securities exchange or to include them in any automated
quotation system.

Investing in the capital securities involves risks. See Risk Factors beginning on page S-11 of this prospectus supplement.

Per Capital Security Total

Public offering price (1) 99.805% $ 149,707,500

Underwriting discounts 1.000% $ 1,500,000

Proceeds to Issuer (before expenses) 98.805% $ 148,207,500
1 Plus accrued interest, if any, from December 20, 2006, if settlement occurs after that date.

The Securities and Exchange Commission, state securities regulators, the Minister of Finance and the Registrar of Companies in Bermuda and the
Bermuda Monetary Authority have not approved or disapproved of these securities, or determined if this prospectus supplement or the accompanying
prospectus is truthful or complete.

The underwriters expect to deliver the capital securities only in book-entry form through the facilities of The Depository Trust Company for the accounts of its
participants, including Euroclear Bank S.A./N.V., as operator of the Euroclear System, and Clearstream Banking, société anonyme, on or about December 20,
2006.

Banc of America Securities LLC
Sole Structuring Advisor and Bookrunner

Deutsche Bank Securities Merrill Lynch & Co.

Joint Bookrunner
Joint Bookrunner

Citigroup JPMorgan Wachovia Securities

Co-Managers
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ABOUT THIS PROSPECTUS SUPPLEMENT

You should rely only on information contained in this prospectus supplement, the accompanying prospectus, the documents incorporated by

reference herein and therein or information to which we have referred you. We have not, and the underwriters have not, authorized anyone to
provide you with information that is different. The information in this prospectus supplement and the accompanying prospectus may only be
accurate as of the date of this prospectus supplement.

This document is in two parts. The first part is this prospectus supplement, which describes the specific terms of this offering of capital securities
and also adds to and updates information contained in the accompanying prospectus and the documents incorporated by reference into this
prospectus supplement and the accompanying prospectus. The second part, the accompanying prospectus, gives more general information, some
of which may not apply to this offering. If the description of the offering varies between this prospectus supplement and the accompanying
prospectus, you should rely on the information contained in this prospectus supplement.

References in this prospectus supplement and the accompanying prospectus to Assured Guaranty, the guarantor, we, us, our andthe Comp
refer to Assured Guaranty Ltd. and, unless the context otherwise requires or unless otherwise stated, its subsidiaries. References in this

prospectus supplement to Holdings or the issuer are to Assured Guaranty US Holdings Inc., the issuer of the capital securities and a wholly

owned subsidiary of Assured Guaranty. The capital securities are being offered by Holdings.

FORWARD-LOOKING STATEMENTS CAUTIONARY LANGUAGE

Some of the statements under Summary, Risk Factors, and elsewhere in this prospectus supplement and the accompanying prospectus 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 wc
future or forward-looking nature identify forward-looking statements for purposes of the federal securities laws or otherwise.

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 but are not limited to
those described under Risk Factors below and the following:

e 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;

e our inability to execute our business strategy;
e reduction in the amount of reinsurance ceded by one or more of our principal ceding companies;
e contract cancellations;

e developments in the world s financial and capital markets that adversely affect our loss experience, the demand for
our products or our investment returns;

e more severe or frequent losses associated with our insurance products;

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

e natural catastrophes;
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e dependence on customers;

e decreased demand for our insurance or reinsurance products or increased competition in our markets;
e loss of key personnel;

e technological developments;

o the effects of mergers, acquisitions and divestitures;

e changes in accounting policies or practices;

e changes in general economic conditions, including interest rates and other factors;

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

management s response to these factors.

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 prospectus supplement and the accompanying prospectus. We undertake no obligation publicly to update 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 prospectus supplement or the accompanying prospectus
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. All subsequent written and oral forward-looking statements attributable to us or
to individuals acting on our behalf are expressly qualified in their entirety by this paragraph. You should specifically consider the factors
identified in this prospectus supplement and the accompanying prospectus that could cause actual results to differ before making an investment
decision.

S-2
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SUMMARY

This summary contains basic information about Assured Guaranty and this offering. Because it is a summary, it does not contain all of the
information that you should consider before investing in the capital securities. You should read this entire prospectus supplement, including the
section entitled Risk Factors, our financial statements and the notes thereto incorporated by reference into this prospectus supplement, and
the accompanying prospectus carefully before making an investment decision.

Assured Guaranty

Assured Guaranty Ltd. is a Bermuda-based holding company that provides, through our operating subsidiaries, credit enhancement products to
the public finance, structured finance and mortgage markets. Credit enhancement products are financial guaranty or other types of support,
including credit derivatives, that improve the credit of underlying debt obligations. 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.
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. A
derivative is a financial instrument whose characteristics and value depend upon the characteristics and value of an underlying security or
commodity. 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. Its principal executive offices are at 30 Woodbourne Avenue, Hamilton
HM 08 Bermuda, and its telephone number is (441) 296-4004.

We operate through wholly-owned subsidiaries including Assured Guaranty Corp. ( AGC ), Assured Guaranty Re Ltd. ( AG Re ), Assured
Guaranty (UK) Ltd. and Assured Guaranty Finance Overseas Ltd. ( AGFOL ). Our principal operating subsidiaries are AGC and AG Re.

¢ AGC, a Maryland-domiciled insurance company, was organized in 1985 and commenced operations in

January 1988, provides insurance and reinsurance of investment grade financial guaranty exposures, including
municipal and non-municipal reinsurance, and credit default swap transactions. Prior to April 2004, AGC also wrote
trade credit reinsurance, but has ceased writing this business since our initial public offering. AGC owns 100% of
Assured Guaranty (UK) Ltd., a United Kingdom ( UK ) incorporated company licensed as a UK insurance company,
and Assured Value Insurance Company (formerly Assured Guaranty Risk Assurance Company), a Maryland
domiciled 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 directly owns Assured Guaranty Overseas

US Holdings Inc., a Delaware corporation. AG Re indirectly owns, through a United States holding company, 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 and also
provide portfolio credit default swaps, where the counterparty is usually an investment bank.

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

Assured Guaranty US Holdings Inc. was formed as a holding company to hold the shares of AGC and AG Financial Products Inc. It is a wholly
owned subsidiary of Assured Guaranty and was formed under the laws of the State of Delaware in February 2004. Its principal executive offices
are at 1325 Avenue of the Americas, New York, New York, and its telephone number is (212) 974-0100.
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The Offering
Issuer Assured Guaranty US Holdings Inc.

Guarantor Assured Guaranty Ltd.
Securities 6.40% Series A Enhanced Junior Subordinated Debentures due 2066 (the capital securities ).

The capital securities will be junior subordinated debentures which will be issued
under a junior subordinated indenture among Assured Guaranty US Holdings Inc., as
issuer, Assured Guaranty Ltd., as guarantor, and The Bank of New York, as junior
subordinated indenture trustee. The capital securities will be issued in denominations
of $2,000 principal amount and integral multiples of $1,000 in excess thereof.

Aggregate Principal Amount $150,000,000.
Maturity Date December 15, 2066.
Interest As described below:

. interest on the capital securities will accrue from, and including, the issue
date to, but not including, December 15, 2016 at a fixed rate equal to
6.40% per year, payable semi-annually in arrears on June 15 and
December 15 of each year, commencing on June 15, 2007; and

. from, and including, December 15, 2016 until maturity, interest on
the capital securities will accrue at a floating rate, reset
quarterly, equal to 3-month LIBOR plus a margin equal to
2.38%, payable quarterly in arrears on March 15, June 15,
September 15 and December 15 of each year, commencing
on March 15, 2017,

subject to the right of the issuer to defer interest payments as described below.

Redemption The issuer may redeem the capital securities, in whole or in part, at any time, on or after
December 15, 2016, subject to the replacement capital covenant described below, at the par
redemption amount, as defined herein. However, if the capital securities are not redeemed in
whole, the issuer may not effect such redemption unless at least $50 million aggregate
principal amount of the capital securities, excluding any capital securities held by the issuer
or any of its affiliates, remains outstanding after giving effect to such redemption.

s-4
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Optional Deferral
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The issuer may redeem the capital securities prior to December 15, 2016, in whole but not in part, at a
price equal to the greater of (i) the par redemption amount and (ii) the applicable make-whole redemption
amount, as defined herein. See Description of the Capital Securities Redemption.

In connection with the initial issuance of the capital securities, the issuer and the guarantor will enter into a
replacement capital covenant, as described herein under Certain Terms of the Replacement Capital
Covenant, in which the issuer and the guarantor will covenant for the benefit of holders of a designated
series of the issuer s long-term indebtedness, other than the capital securities, or in certain limited cases a
designated series of long-term indebtedness of the guarantor, that

. the issuer will not redeem or repurchase the capital
securities and

. the guarantor will not purchase the capital securities

on or before December 15, 2046, except, subject to certain limitations, to the extent that the applicable
redemption, repurchase or purchase price does not exceed a specified amount of proceeds from the sale,
during the 180 days prior to the date of that redemption, repurchase or purchase, of common stock, rights
to acquire common stock, and qualifying capital securities. The replacement capital covenant is not
intended for the benefit of holders of the capital securities and may not be enforced by them, and is not a
term of the junior subordinated indenture pursuant to which the capital securities will be issued, the
subordinated guarantees or the capital securities.

So long as no event of default, as described below, with respect to the capital securities has occurred and is
continuing, the issuer may elect to defer one or more interest payments on the capital securities at any time
and from time to time for up to ten years. Deferred interest will continue to accrue and will compound
semi-annually to, but not including, December 15, 2016, and quarterly, on and after December 15, 2016, in
each case, at the rate of interest applicable to the capital securities, to the extent permitted by applicable
law.
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Following the earlier of (i) the fifth anniversary of the commencement of a deferral period or (ii) a
payment, during a deferral period, of current interest on the capital securities, the alternative coupon
satisfaction mechanism described below in this summary under  Alternative Coupon Satisfaction
Mechanism will apply, with the consequence, among others, that the issuer and the guarantor must
(except upon an event of default with respect to the capital securities) make commercially reasonable
efforts to sell qualifying warrants and non-cumulative perpetual preferred stock. If such efforts are
successful, the issuer must pay optionally deferred interest out of the net proceeds from the sale of such
securities by the issuer or the guarantor on the next succeeding interest payment date following such
five-year period or such current interest payment date. The issuer cannot pay such optionally deferred
interest from sources other than the net proceeds from the sale of such securities by the issuer or the
guarantor. Additionally, during any optional deferral period the restrictions on payment by the issuer
and the guarantor of dividends and other distributions on capital stock described below in this summary
under  Payment Restrictions will apply.

Upon the termination of any optional deferral period and the payment of all amounts then due, the
issuer may commence a new optional deferral period, subject to the above requirements. There is no
limit to the number of such new optional deferral periods that the issuer may begin. See Description of
the Capital Securities Optional Deferral of Interest.

If the issuer defers interest for a period of 10 consecutive years from the commencement of an optional
deferral period, the issuer will be required to pay all accrued and unpaid interest (including
compounded interest) at the conclusion of the 10-year period, and to the extent it does not do so, the
guarantor will be required to make guarantee payments in accordance with the subordinated guarantees
with respect thereto. If the issuer fails to pay in full all accrued and unpaid interest (including
compounded interest) at the conclusion of the 10-year period, due to an optional deferral or otherwise,
such failure continues for 30 days and the guarantor fails to make guarantee payments with respect
thereto, an event of default will occur.




Alternative Coupon
Satisfaction Mechanism

Payment Restrictions
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If the issuer has optionally deferred interest payments otherwise due on the capital securities, then
following the earlier of (i) the fifth anniversary of the commencement of a deferral period or (ii) a
payment, during a deferral period, of current interest on the capital securities, the issuer and the
guarantor must make commercially reasonable efforts to satisfy the issuer s obligation to pay interest
in full on the capital securities (subject to the limitations described below) by selling qualifying
warrants and non-cumulative perpetual preferred stock, the sale of which will provide a cash amount
to be paid to the holders of the capital securities in satisfaction of accrued and unpaid interest, together
with any compounded interest. Such obligation will continue until all unpaid interest (including
compounded interest) has been paid in full (subject to the limitations described below). The issuer s
and the guarantor s obligation to make commercially reasonable efforts to sell qualifying warrants and
non-cumulative perpetual preferred stock to satisfy the issuer s obligation to pay interest is subject to
market disruption events and subject to certain caps (each as defined herein), and does not apply if an
event of default with respect to the capital securities has occurred and is continuing. The net proceeds
received by the issuer or the guarantor from the issuance of qualifying warrants or non-cumulative
perpetual preferred stock (i) during the 180 days prior to any interest payment date on which the issuer
and the guarantor are required to use the alternative coupon satisfaction mechanism and (ii) designated
by the issuer or the guarantor at or before the time of such issuance as available to pay interest on the
capital securities will, at the time such proceeds are delivered to the junior subordinated indenture
trustee to satisfy the relevant interest payment, be deemed to satisfy the issuer s obligations to pay
interest on the capital securities pursuant to the alternative coupon satisfaction mechanism though any
interest not so paid will continue to be treated as optionally deferred interest and such interest will
continue to accrue and compound as described above.

On any date on which accrued interest through the most recent interest payment date has not been paid

in full, whether because of an optional deferral or otherwise, the issuer and the guarantor will not, and
will not permit any subsidiary to, declare or pay any dividends or any distributions on, or make any
payments of interest, principal or premium, or any guarantee payments on, or redeem, repurchase,
purchase, acquire or make a liquidation payment on, any of the issuer s or the guarantor s capital stock,
debt securities that rank equal or junior to the capital securities or the subordinated guarantees or
guarantees that rank equal or junior to the capital securities or the subordinated guarantees, other than
pro rata payments on debt securities that rank equally with the capital securities and the subordinated
guarantees with certain exceptions detailed in Description of the Capital Securities Certain Restrictions
during Optional Deferral Periods.

10



Subordination

Limitation on Claims in the
Event of Bankruptcy,
Insolvency or Receivership
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The payment of principal of and interest on the capital securities, to the extent provided in the junior
subordinated indenture, will be subordinated in right of payment to the prior payment in full of all
present and future senior and non-junior subordinated indebtedness, as described in Description of the
Capital Securities Subordination, and will be effectively subordinated to all indebtedness and
policyholder obligations of the issuer s subsidiaries.

The junior subordinated indenture places no limitation on the amount of additional indebtedness that
is senior in right of payment to the capital securities that the issuer may incur.

The guarantees of the guarantor will be unsecured junior subordinated obligations of the guarantor and
will be subordinated in right of payment to the guarantor s existing or future senior indebtedness,
including any non-junior subordinated indebtedness.

Because Assured Guaranty US Holdings Inc., the issuer, and Assured Guaranty Ltd., the guarantor,

are each a holding company, their rights and the rights of their creditors, including the holders of
capital securities, to participate in any distribution of assets of any subsidiary upon that subsidiary s
liquidation or reorganization or otherwise would be subject to the prior claims of the subsidiary s
creditors, except to the extent that the issuer or the guarantor, as applicable, is a creditor of the
subsidiary. The rights of creditors of the issuer and the guarantor, including the holders of capital
securities, to participate in the distribution of stock owned by the issuer or the guarantor, as

applicable, in its subsidiaries, including the issuer s or the guarantor s insurance subsidiaries, may also
be subject to the approval of insurance regulatory authorities having jurisdiction over the subsidiaries.

In certain events of the issuer s bankruptcy, insolvency or receivership prior to the maturity or
redemption of any capital securities, whether voluntary or not, a holder of capital securities will have
no claim for, and thus no right to receive, interest that is unpaid (including compounded interest
thereon) and has not been settled through the application of the alternative coupon satisfaction
mechanism, to the extent the amount of such interest (including compounded interest thereon) relates
to the first two years of the portion of the deferral period for which interest has not so been paid.

11
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Material U.S. Federal Income
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The junior subordinated indenture will provide that only the following constitute events of default with
respect to the capital securities that give a right to accelerate the amounts due under the capital securities:

. default for 30 calendar days in the payment of any interest
on the capital securities when such interest becomes due
and payable (whether or not such payment is prohibited by
the subordination provisions); however, a default under
this provision will not arise if the issuer has properly
deferred the interest in connection with an optional deferral
period;

] any non-payment of interest, whether due to an optional
deferral or otherwise, that continues for 10 consecutive
years without all accrued and unpaid interest (including
compounded interest thereon) having been paid in full,
such non-payment continues for 30 days and the guarantor
fails to make guarantee payments with respect thereto;

. default in the payment of the principal of, and premium, if
any, on the capital securities when due; or

. certain events of bankruptcy, insolvency, or receivership,
whether voluntary or not.

Failure to comply with covenants, including the alternative coupon satisfaction mechanism, is not an event
of default under the junior subordinated indenture for purposes of declaring an acceleration of payment of
the capital securities.

A holder will generally take into account interest on the capital securities at the time it is accrued or
received, in accordance with such holder s method of accounting for U.S. federal income tax purposes.
During any deferral period, a holder will be required to include interest in income as it accrues, regardless
of such holder s method of accounting for U.S. federal income tax purposes, using a constant yield method.
Consequently, holders of capital securities would be required to include interest in income even though no
cash payments would be made during the deferral period. See Material U.S. Federal Income Tax
Consequences.

The capital securities will be represented by one or more global securities registered in the name of

Cede & Co., as nominee for The Depository Trust Company (which we refer to as DTC ). Beneficial
interests in the capital securities will be evidenced by, and transfers thereof will be effected only through,
records maintained by the participants in DTC.

12
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The Bank of New York.

The issuer will deposit the global securities representing the capital securities with DTC in New York.
You may hold an interest in the capital securities through DTC, Clearstream Bank, société anonyme,
(which we refer to as Clearstream, Luxembourg ) or Euroclear SA/NV (which we refer to as

Euroclear ), directly as a participant of any such system or indirectly through organizations that are
participants in such systems.

New York.
The capital securities will be reflected on the guarantor s consolidated balance sheets as debt, and
interest payments on the capital securities will be included as interest expense on the guarantor s

consolidated statements of income.

We anticipate that Holdings will use the net proceeds from this offering to purchase common shares of
Assured Guaranty from ACE Limited, our largest shareholder. See Use of Proceeds.

Moody s A3
Standard & Poor s A-
Fitch A

An explanation of the significance of ratings may be obtained from the rating agencies. Generally,
rating agencies base their ratings on such material and information, and such of their own
investigations, studies and assumptions, as they deem appropriate. The rating of the capital securities
should be evaluated independently from similar ratings of other securities. A credit rating of a security
is not a recommendation to buy, sell or hold securities and may be subject to review, revision,
suspension, reduction or withdrawal at any time by the assigning rating agency.

13
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RISK FACTORS

You should carefully consider the risks described below before investing in the capital securities. The risks and uncertainties described below
are not the only ones facing our Company. Additional risks and uncertainties not presently known to us or that we currently deem immaterial
may also impair our business operations. If any of these risks actually occur, our business, financial condition and results of operations could be
materially affected. In that case, the value of the capital securities could decline substantially. For additional risks related to our Company, see

Risk Factors in Part I, Item 1A, in Assured Guaranty s annual report on Form 10-K for the year ended December 31, 2005, filed with the
Securities and Exchange Commission.

Risks Related to the Ownership of the Capital Securities
The issuer may elect to defer interest payments on the capital securities.

So long as no event of default with respect to the capital securities, as described below, has occurred and is continuing, the issuer may elect to
defer one or more interest payments on the capital securities at any time and from time to time for up to ten years. Following the earlier of (i) the
fifth anniversary of the commencement of a deferral period or (ii) a payment, during a deferral period, of current interest on the capital
securities, the alternative coupon satisfaction mechanism described below under Description of the Capital Securities Alternative Coupon
Satisfaction Mechanism will apply, with the consequences, among others, that the issuer and the guarantor must (except upon an event of default
with respect to the capital securities) make commercially reasonable efforts to sell qualifying warrants and non-cumulative perpetual preferred
stock as described under Description of the Capital Securities Alternative Coupon Satisfaction Mechanism and must pay optionally deferred
interest only out of the net proceeds of such securities, subject to certain caps. An event of default will occur if non-payment of interest, due to
an optional deferral or otherwise, continues for 10 consecutive years without all accrued and unpaid interest (including compounded interest
thereon) having been paid in full, such non-payment continues for 30 days and the guarantor fails to make guarantee payments with respect
thereto. Upon termination of any optional deferral period and the payment of all amounts then due, the issuer may commence a new optional
deferral period, subject to certain requirements. There is no limit to the number of such new optional deferral periods that the issuer may begin.
See Description of the Capital Securities Optional Deferral of Interest.

The issuer and the guarantor may not be able to sell securities when and in the amount necessary to pay interest on the capital securities.

The issuer s and the guarantor s ability to raise proceeds in connection with an optional deferral by issuing qualifying warrants and
non-cumulative perpetual preferred stock will depend on, among other things, market conditions at the time, the acceptability to prospective
investors of the terms of the securities issued, the Company s financial performance and a variety of other factors beyond our control, including
our ability to obtain any required consents or approvals, such as any corporate, stockholder, governmental or regulatory authorization that may
be required. Accordingly, there could be circumstances where the issuer would wish to or be required to pay interest on the capital securities and
sufficient cash is available for that purpose, but can not do so because the issuer and the guarantor have not been able to obtain proceeds from
sales of qualifying warrants and non-cumulative perpetual preferred stock sufficient for that purpose.
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Holders of the capital securities have limited rights to accelerate payments of the amounts due under the capital securities.

The holder of the capital securities may accelerate payment of the capital securities only upon the occurrence and continuation of the following
events:

e default for 30 calendar days in the payment of any interest on the capital securities when it becomes due and
payable (whether or not such payment is prohibited by the subordination provisions); however, a default under this
provision will not arise if we have properly deferred the interest in connection with an optional deferral period;

e any non-payment of interest, whether due to an optional deferral or otherwise, that continues for 10 consecutive
years without all accrued and unpaid interest (including compounded interest) having been paid in full, such
non-payment continues for 30 days and the guarantor fails to make guarantee payments with respect thereto;

e default in the payment of the principal of, and premium, if any, on the capital securities when due; or

e certain events of bankruptcy, insolvency or receivership, whether voluntary or not.

A failure to comply with or breach of the other covenants in the junior subordinated indenture with respect to the capital securities (an other
covenant default ), including the covenant to sell certain securities through the alternative coupon satisfaction mechanism to meet certain interest
payment obligations, will not result in the acceleration of payment of the capital securities. Although an other covenant default will not

constitute an event of default that gives a right to accelerate payments, it will otherwise constitute a default under the junior subordinated
indenture and could give rise to a claim against the issuer relating to the specific breach; however, the remedy of holders of the capital securities
may be limited to direct monetary damages (if any).

The aftermarket price of the capital securities may be discounted significantly if the issuer defers interest payments or is unable to pay
interest.

If the issuer defers interest payments on the capital securities due to an optional deferral or is unable to pay interest as a result of an optional
deferral period, you may be unable to sell your capital securities at a price that reflects the value of deferred amounts. To the extent a trading
market develops for the capital securities, that market may not continue during such a deferral period, or during periods in which investors
perceive that there is a likelihood of a deferral, and you may be unable to sell capital securities at those times, either at a price that reflects the
value of required payments under the capital securities or at all.

An active after-market for the capital securities may not develop.

The capital securities constitute a new issue of securities with no established trading market. We cannot assure you that an active after-market
for the capital securities will develop or be sustained or that holders of the capital securities will be able to sell their capital securities at
favorable prices or at all. Although the underwriters have indicated to us that they intend to make a market in the capital securities, as permitted
by applicable laws and regulations, they are not obligated to do so and may discontinue any such market-making at any time without notice.
Accordingly, no assurance can be given as to the liquidity of, or trading markets for, the capital securities. The capital securities are not listed
and we do not plan to apply to list the capital securities on any securities exchange or to include them in any automated quotation system.
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Interest payments on the capital securities may be deferred and, in such case, holders of the capital securities will be required to recognize
income for U.S. federal income tax purposes in advance of the receipt of cash attributable to such income.

If interest payments on the capital securities are deferred, each holder will thereafter be required to accrue interest income in respect of the

capital securities for U.S. federal income tax purposes using a constant yield method, regardless of such holder s method of accounting for such
purposes, before such holder receives any cash payment attributable to such income. See Material U.S. Federal Income Tax Consequences U.S.
Holders Interest and Original Issue Discount.

The issuer may redeem the capital securities prior to the maturity date and you may not be able to reinvest in a comparable security.

The issuer has the option to redeem the capital securities for cash, in whole or in part, from time to time on and after December 15, 2016, subject

to the replacement capital covenant described in this prospectus supplement. The redemption price will equal 100% of the principal amount of

the capital securities to be redeemed, plus accrued and unpaid interest, together with any compounded interest, on the capital securities to the
redemption date (the par redemption amount ). Additionally, the issuer has the option to redeem the capital securities for cash, in whole, but not

in part, prior to December 15, 2016 at a redemption price equal to the greater of (i) the par redemption amount of the capital securities to be

redeemed and (ii) the applicable make-whole redemption amount as defined herein. See Description of the Capital Securities Redemption. In the
event the issuer chooses to redeem your capital securities, you may not be able to reinvest the redemption proceeds in a comparable security at

an effective interest rate as high as the interest rate on the capital securities.

The capital securities and the guarantees are effectively subordinated to almost all of the issuer s and the guarantor s other indebtedness
and obligations.

The issuer s obligations under the capital securities are subordinated in right of payment to all of its current and future senior indebtedness
(including the issuer s outstanding senior notes) or subordinated indebtedness, except any indebtedness that by its terms is subordinated to, or
ranks on an equal basis with, the capital securities and certain other obligations, including obligations incurred in the ordinary course of
business. This means that the issuer cannot make any payments on the capital securities if it defaults on a payment of such senior or non-junior
subordinated indebtedness and does not cure the default within the applicable grace period, if the holders of the indebtedness ranking senior to
the capital securities have the right to accelerate the maturity of such indebtedness and request that the issuer cease payments on the capital
securities or if the terms of the issuer s indebtedness ranking senior in right of payment to the capital securities otherwise restrict it from making
payments to junior creditors.

The guarantor s obligations under the guarantees are subordinate and junior in right of payment to all of its senior indebtedness (including the
guarantor s outstanding senior notes), except any indebtedness that by its terms is subordinated to, or ranks on an equal basis with, the
subordinated guarantees. In addition, the guarantor s obligations under the guarantees shall rank equal in right of payment to indebtedness
incurred for the purchase of goods or materials or for services obtained in the ordinary course of business. This means that the guarantor cannot
make any payments on the subordinated guarantees if it defaults on a payment of senior indebtedness and does not cure the default within the
applicable grace period, if the holders of the senior indebtedness have the right to accelerate the maturity of the senior indebtedness and request
that the guarantor cease payments on the subordinated guarantees or if the terms of the guarantor s senior indebtedness otherwise restrict it from
making payments to junior creditors.

Due to the subordination provisions described in Description of the Capital Securities Subordination and Description of the Capital
Securities Guarantees in the event of the issuer s or the guarantor s insolvency, funds which the issuer or the guarantor would otherwise use to pay
the holders of
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the capital securities will be used to pay the holders of their respective indebtedness and guarantees ranking senior in right of payment to the

capital securities or the guarantees, as applicable, to the extent necessary to pay such senior indebtedness and guarantees in full. As a result of

those payments, the issuer s and the guarantor s general creditors may recover less, ratably, than the holders of the issuer s or the guarantor s senior
indebtedness and guarantees and these general creditors may recover more, ratably, than the holders of the capital securities. In addition, the

holders of the issuer s and the guarantor s indebtedness and guarantees ranking senior in right of payment to the capital securities or the

guarantees, as applicable, may, under certain circumstances, restrict or prohibit the issuer from making payments on the capital securities or the
guarantees, as applicable.

Because the issuer and the guarantor are each a holding company, their rights and the rights of their creditors, including the holders of capital
securities, to participate in any distribution of assets of any subsidiary upon that subsidiary s liquidation or reorganization or otherwise would be
subject to the prior claims of the subsidiary s creditors and policyholders, except to the extent that the issuer or the guarantor, as applicable, is a
creditor of the subsidiary. The rights of creditors of the issuer and the guarantor, including the holders of capital securities, to participate in the
distribution of stock owned by the issuer or the guarantor, as applicable, in its subsidiaries, including the issuer s or the guarantor s insurance
subsidiaries, may also be subject to the approval of insurance regulatory authorities having jurisdiction over the subsidiaries.

The issuer s indebtedness as of September 30, 2006, was approximately $200 million, all of which would be senior in right of payment to the
capital securities. As of September 30, 2006, the issuer s subsidiaries had approximately $413.9 million of outstanding liabilities that effectively
rank senior to the capital securities.

As of September 30, 2006, the guarantor had no outstanding indebtedness. The guarantor has guaranteed the issuer s $200 million of 7.00%
Senior Notes due 2034. As of September 30, 2006, the guarantor s subsidiaries had approximately $1,088.0 million of outstanding liabilities that
effectively rank senior to the guarantees.

There are no terms in the junior subordinated indenture, the capital securities or the guarantees that limit the issuer s or the guarantor s ability to
incur additional indebtedness, and the issuer and the guarantor expect from time to time to incur additional indebtedness ranking senior in right
of payment to the capital securities and the guarantees thereof.

The ability of the issuer and the guarantor to meet their obligations under the capital securities and the guarantees may be constrained by
their holding company structure.

The issuer and the guarantor are holding companies and, as such, have no direct operations of their own. The issuer and the guarantor do not
expect to have any significant operations or assets other than their ownership of the shares of their subsidiaries. Dividends and other permitted
payments from the operating subsidiaries of the issuer and the guarantor are expected to be their primary source of funds to meet their
obligations under the capital securities and the guarantees. The insurance subsidiaries of the issuer and the guarantor are subject to regulatory
and rating agency restrictions limiting their ability to declare and to pay dividends and make other payments to the issuer and the guarantor. The
inability of the insurance subsidiaries of the issuer and the guarantor to pay sufficient dividends and make other permitted payments to the issuer
and the guarantor would have an adverse effect on the issuer s and the guarantor s ability to pay their obligations as they become due, including
payments on the capital securities and the guarantees.
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Upon the occurrence of a bankruptcy, insolvency or receivership with respect to the issuer, claims for payment may be limited.

In certain events of the issuer s bankruptcy, insolvency or receivership prior to the maturity or redemption of any capital securities, whether

voluntary or not, a holder of capital securities will have no claim for interest that is unpaid (including compounded interest thereon) and has not

been settled through the application of the alternative coupon satisfaction mechanism to the extent the amount of such interest (including

compounded interest thereon) relates to the first two years of the portion of the deferral period for which interest has not so been paid. See
Description of the Capital Securities Limitations on Claims in the Event of Bankruptcy, Insolvency or Receivership.

Moreover, the claims of capital security holders in a bankruptcy, insolvency or similar proceeding are subject to the broad equitable powers of
the court. For example, although we do not believe such an argument should prevail, a party in interest in such a proceeding might argue that
such holders should be treated as equity holders rather than creditors, and the court could rule in favor of such party. This could further limit or
reduce any amounts that a holder of capital securities could receive in a bankruptcy, insolvency, receivership or similar proceeding.

The interest rate of the capital securities will fluctuate when the fixed rate period ends, and may decline below the fixed rate.

At the conclusion of the fixed rate period for the capital securities on December 15, 2016, the capital securities will begin to accrue interest at a
floating rate. The floating rate may be volatile over time and could be substantially less than the fixed rate, which could reduce the value of the
capital securities in any available after-market, apart from the reduction in current interest income.

General market conditions and unpredictable factors could adversely affect market prices for the capital securities.

There can be no assurance about the market prices for the capital securities. Several factors, many of which are beyond our control, will
influence the market value of the capital securities. Factors that might influence the market value of the capital securities include, but are not
limited to:

e whether interest payments have been made and are likely to be made on the capital securities from time to time;
e theissuer s and the guarantor s creditworthiness, financial condition, performance and prospects;
e whether the ratings on the capital securities provided by any ratings agency have changed;

e regulatory investment classifications of the capital securities for purposes of certain types of investors and
whether those classifications have changed;

e the market for similar securities; and

e economic, financial, geopolitical, regulatory or judicial events that affect us or the financial markets generally.

If you purchase capital securities, whether in this offering or in the secondary market, the capital securities may subsequently trade at a discount
to the price that you paid for them.

The issuer is not obligated to redeem the capital securities prior to their maturity date and has made a covenant in favor of classes of senior
indebtedness restricting its right to redeem the capital securities.

The issuer has the right to redeem the capital securities under circumstances and on terms specified in this prospectus supplement. However, in
connection with the initial issuance of the capital securities, the
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issuer and the guarantor will enter into a replacement capital covenant, which is described below under Certain Terms of the Replacement

Capital Covenant, that will limit (1) the issuer s ability to redeem or repurchase the capital securities and (2) the guarantor s ability to purchase the
capital securities. In the replacement capital covenant, the issuer and the guarantor will covenant for the benefit of holders of a designated series

of the issuer s indebtedness that ranks senior to the capital securities, or in certain limited cases holders of a designated series of long-term
indebtedness of the guarantor, that (a) the issuer will not redeem or repurchase the capital securities and (b) the guarantor will not purchase the
capital securities, in each case on or before December 15, 2046, except, subject to certain limitations, to the extent that the applicable

redemption, repurchase or purchase price does not exceed a specified amount of proceeds from the sale, during the 180 days prior to the date of

that redemption, repurchase or purchase, of common stock, rights to acquire common stock and qualifying capital securities.

The ability to raise proceeds from qualifying capital securities during the 180 days prior to a proposed redemption or repurchase by the issuer or
purchase by the guarantor will depend on, among other things, market conditions at that time as well as the acceptability to prospective investors
of the terms of those qualifying capital securities. Accordingly, there could be circumstances where the issuer would wish to redeem or
repurchase some or all of the capital securities, or the guarantor would wish to purchase some or all of the capital securities, and sufficient cash
is available for that purpose, but the issuer and the guarantor are restricted from doing so because of the inability to obtain proceeds from the sale
of qualifying capital securities.

The guarantor is a Bermuda company and it may be difficult for you to enforce judgments against the guarantor or against its directors and
executive officers.

Assured Guaranty is incorporated pursuant to the laws of Bermuda and its business is based in Bermuda. In addition, certain of Assured
Guaranty s directors and officers reside outside the United States, and a portion of its assets and the assets of such persons may be located in
jurisdictions outside the United States. As such, it may be difficult or impossible to effect service of process within the United States upon
Assured Guaranty or those persons, or to recover against Assured Guaranty or them on judgments of U.S. courts, including judgments predicated
upon the civil liability provisions of the U.S. federal securities laws. Further, no claim may be brought in Bermuda against Assured Guaranty or
its directors and officers in the first instance for violation of U.S. federal securities laws because these laws have no extraterritorial application
under Bermuda law and do not have force of law in Bermuda; however, a Bermuda court may impose civil liability, including the possibility of
monetary damages, on it or its directors and officers if the facts alleged in a complaint constitute or give rise to a cause of action under Bermuda
law.

Assured Guaranty has been advised by Conyers Dill & Pearman, its special Bermuda counsel, that there is doubt as to whether the courts of
Bermuda would enforce judgments of U.S. courts obtained in actions against Assured Guaranty or its directors and officers, as well as the
experts named herein, predicated upon the civil liability provisions of the U.S. federal securities laws, or original actions brought in Bermuda
against Assured Guaranty or such persons predicated solely upon U.S. federal securities laws. Further, Assured Guaranty has been advised by
Conyers Dill & Pearman that there is no treaty in effect between the United States and Bermuda providing for the enforcement of judgments of
U.S. courts, and there are grounds upon which Bermuda courts may not enforce the judgments of U.S. courts. Some remedies available under the
laws of U.S. jurisdictions, including some remedies available under the U.S. federal securities laws, may not be allowed in Bermuda courts as
contrary to public policy in Bermuda. Because judgments of U.S. courts are not automatically enforceable in Bermuda, it may be difficult for
you to recover against Assured Guaranty based upon such judgments.
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USE OF PROCEEDS

We estimate that, after deducting expenses and underwriting discounts, the net proceeds to Holdings from this offering will be approximately
$147,900,000. Holdings intends to use the net proceeds from this offering to purchase common shares of Assured Guaranty from ACE Limited,
our largest shareholder.

As of November 30, 2006, ACE Limited owned 26,000,000 of our common shares, representing approximately 35.6% of our common shares
outstanding. On December 7, 2006, Holdings agreed to purchase 5,692,599 common shares of Assured Guaranty from a subsidiary of ACE
Limited at $26.35 per share after which ACE Limited would own approximately 30% of our common shares then outstanding. The obligation of
Holdings to purchase these shares is conditioned upon, among other things, the completion of this offering.
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CAPITALIZATION

The following table sets forth Assured Guaranty s consolidated capitalization as of September 30, 2006. The Actual column reflects Assured
Guaranty s capitalization as of September 30, 2006 on a historical basis, without any adjustments to reflect subsequent or anticipated events. The
As Adjusted column is adjusted to give effect to this offering and the application of net proceeds from this offering by Holdings to purchase

5,692,599 common shares of Assured Guaranty as described above under Use of Proceeds.

The following data is qualified in its entirety by, and

should be read in conjunction with, our consolidated financial statements and notes thereto incorporated in this prospectus supplement and the

accompanying prospectus by reference.

IAs of September 30, 2006
A ctual |As Adjusted
(in millions, except
[share amounts)
IDebt:
Long-term debt s [197.4 s J197.4
6.40% Series A Enhanced Junior Subordinated Debentures due 2066 150.0
Shareholders equity:
(Common shares, $0.01 par value, 500,000,000 shares authorized, 73,144,785 shares issued
and outstanding, 67,452,186 shares issued and outstanding, as adjusted 0.7 0.7
[Additional paid-in capital 856.2 706.3
IRetained earnings 857.1 857.1
[Accumulated other comprehensive income 42.8 42.8
[Total shareholders equity 1,756.9 1,606.9
Total capitalization s [1.954.3 s [1.954.3

RATIO OF EARNINGS TO FIXED CHARGES

For purposes of computing the following ratios, earnings consist of net income before income tax expense, excluding interest costs capitalized,
plus fixed charges to the extent that these charges are included in the determination of earnings. Fixed charges consist of interest costs, including

interest costs capitalized, plus one-third of minimum rental payments under operating leases, which are estimated by management to be the

interest factor of these rentals.

INine Months Ended [Fiscal Year Ended

September 30, [December 31,

2006 2005 | [0ooa | boo3 | ooz 2001
Ratio of Earnings to Fixed Charges [13.82 16.81 [x  0.85 k [36.49 |k 8.18 [x .90
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following table presents Assured Guaranty s selected consolidated financial information as of and for the nine-month periods ended
September 30, 2006 and 2005 and as of and for the years ended December 31, 2005, 2004, 2003, 2002 and 2001. The financial data for the years
ended December 31, 2005, 2004, and 2003, is derived from our audited financial statements incorporated by reference in this prospectus
supplement and the financial data for the years ended December 31, 2002 and 2001, is derived from our audited financial statements not
incorporated by reference in this prospectus supplement. The financial data for the nine-month periods ended September 30, 2006 and

September 30, 2005 is derived from our unaudited financial statements. The unaudited financial statements reflect, in the opinion of

management, all normal recurring adjustments considered necessary for a fair presentation of the Company s consolidated financial condition and
results of operations during that period and as of that date. Operating results for the nine months ended September 30, 2006 are not necessarily
indicative of those to be expected for the full fiscal year.

The following data should be read in conjunction with the financial statements and the related notes thereto incorporated by reference in this
prospectus supplement and the accompanying prospectus.

Nine Months Ended
September 30, Year Ended December 31,
2006 2005 2005 2004 2003 2002 2001

(in millions, except per share amounts)
Statement of operations data:

Gross written premiums $ 2405 $ 1941 $ 2521 $ 1909 $ 3492 $ 4172 $ 4429
Net written premiums(1) 234.2 159.9 217.3 79.6 491.5 352.5 206.6
Net earned premiums 148.2 150.9 198.7 187.9 310.9 247.4 293.5

Net investment income 82.0 712 96.8 94.8 96.3 97.2 99.5

Net realized investment (losses) gains 1.9 ) 3.6 2.2 12.0 5.5 7.9 13.1
Unrealized (losses) gains on

derivative financial instruments 4.2 9.1 ) (3.5 ) 525 98.4 (54.2 ) (163 )
Other income 0.2 0.2 0.8 1.2 3.6 2.9

Total revenues 232.4 216.8 294.5 347.9 512.3 302.0 392.9
Loss and loss adjustment expenses 6.0 ) (69.3 ) (69.6 ) (32.0 ) 144.6 120.3 177.5
Profit commission expense 4.7 6.4 12.9 15.5 9.8 8.5 9.0
Acquisition costs 334 34.9 453 50.9 64.9 48.4 51.1
Other operating expenses 493 44.0 59.0 67.8 41.0 31.0 29.8
Other expense(2) 1.9 3.1 3.7 1.6 3.8
Interest expense 10.1 10.1 13.5 10.7 5.7 10.6 11.5
Total expenses 934 29.2 64.9 114.6 266.1 218.8 282.8
Income before provision for income

taxes 139.0 187.6 229.6 2333 246.2 83.2 110.1
Provision for income taxes 21.7 37.3 41.2 50.5 31.7 10.6 22.2

Net income before cumulative effect

of new accounting standard 117.3 150.3 188.4 182.8 214.5 72.6 87.9
Cumulative effect of new accounting

standard, net of taxes (24.1 )
Net income $ 1173 $ 1503 $ 1884 $ 1828 $ 2145 $ 726 $ 638
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Nine Months Ended

September 30, Year Ended December 31,

2006 2005 2005 2004 2003 2002 2001

(in millions, except per share amounts)
Balance sheet data (end of period):
Investments and cash $ 2,395.1 $ 22624 $ 2,256.0 $ 2,157.9 $ 22221 $ 2,061.9 $ 1,710.8
Prepaid reinsurance premiums 9.0 12.9 12.5 15.2 11.0 179.5 171.5
Total assets 2,844.8 2,766.7 2,689.1 2,694.0 2,857.9 2,719.9 2,322.1
Unearned premium reserves 619.7 527.9 537.1 521.3 625.4 613.3 500.3
Reserves for losses and loss
adjustment expenses 116.9 201.2 121.2 226.5 522.6 458.8 401.1
Long-term debt 197.4 197.3 197.3 197.4 75.0 75.0 150.0
Total liabilities 1,088.0 1,133.1 1,027.6 1,166.4 1,420.2 1,462.6 1,260.4
Accumulated other comprehensive
income 42.8 52.9 45.8 79.0 81.2 89.0 43.3
Shareholders equity 1,756.9 1,633.6 1,661.5 1,527.6 1,437.6 1,257.2 1,061.6
Book value per share(3) $ 24.02 $ 21.81 $ 2222 $ 20.19 $ 19.17 $ 16.76 $ 14.15
GAAP financial information:
Loss and loss adjustment expense
ratio(4) 4.0 )% (45.9 )% (35.0 )% (17.0 )% 46.5 % 48.6 % 60.5 %
Expense ratio(5) 58.9 % 56.5 % 58.9 % 654 % 372 % 35.5 % 30.6 %
Combined ratio 54.9 % 10.6 % 23.9 % 484 % 83.7 % 84.1 % 91.1 %
Combined statutory financial
information:
Contingency reserve(6) $ 626 $ 556 $ 6121 $ 5311 $ 4105 $ 3155 $ 2289
Policyholders surplus(7) 1,001 959 960.6 867.2 911.3 884.1 872.2
Additional financial guaranty
information (end of period):
Net in-force business (principal and
interest) $ 167,382 $ 139,093 $ 145,694 $ 136,120 $ 130,047 $ 124,082 $ 117,909
Net in-force business (principal
only) 121,579 97,320 102,465 95,592 87,524 80,394 75,249
) Net written premiums exceeded gross written premiums for the year ended December 31, 2003 due to $154.8
million of return premium from two terminated ceded reinsurance contracts.
) Amount for 2005 represents investment banking fees and put option premiums associated with Assured

Guaranty Corp. s $200.0 million committed capital securities. Amounts for 2001 and 2002 represent the amortization
of goodwill, which arose from ACE s acquisition of Capital Re Corporation as of December 31, 1999. Beginning
January 1, 2002, goodwill is no longer amortized, but rather is evaluated for impairment at least annually in
accordance with FAS No. 142, Goodwill and Other Intangible Assets. During 2004, a goodwill impairment of $1.6
million was recognized for the trade credit business which the Company exited as part of its PO strategy. No such
impairment was recognized in the years ended December 31, 2005, 2003 and 2002.

A3) Per share data for 2003, 2002 and 2001 are based on 75,000,000 shares outstanding prior to the IPO.

) The loss and loss adjustment expense ratio is calculated by dividing loss and loss adjustment expenses by net
earned premiums.

Q) The expense ratio is calculated by dividing the sum of profit commission expense, acquisition costs and
operating expenses by net earned premiums.
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(6) Under U.S. statutory accounting principles, financial guaranty and mortgage guaranty insurers are required to
establish contingency reserves based on a specified percentage of premiums. A contingency reserve is an additional
liability established to protect policyholders against the effects of adverse economic developments or cycles or other
unforeseen circumstances.

©) Combined policyholders surplus represents the addition of our combined U.S. based statutory surplus and our
Bermuda based statutory surplus.
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CERTAIN TERMS OF THE REPLACEMENT CAPITAL COVENANT

This section briefly summarizes the material provisions of the replacement capital covenant. This summary does not contain a complete
description of the replacement capital covenant. You should read this summary together with the replacement capital covenant for a complete
understanding of all the provisions. The replacement capital covenant is available from Assured Guaranty or Holdings upon request.

Assured Guaranty and Holdings will covenant in the replacement capital covenant for the benefit of holders of a designated series of the issuer s
long-term indebtedness that ranks senior to the capital securities or, in certain limited cases, holders of a designated series of long-term
indebtedness of the guarantor, that

e the issuer will not redeem or repurchase the capital securities and

e the guarantor will not purchase the capital securities

on or before December 15, 2046, except, subject to certain limitations, to the extent that the applicable redemption, repurchase or purchase price
does not exceed a specified amount of proceeds from the sale, during the 180 days prior to the date of that redemption, repurchase or purchase,
of common stock, rights to acquire common stock and qualifying capital securities.

The covenants of the issuer and the guarantor in the replacement capital covenant run only to the benefit of holders of the designated series of
the issuer s long-term indebtedness or the long-term indebtedness of the guarantor, as applicable. The replacement capital covenant is not
intended for the benefit of holders of the capital securities and may not be enforced by them, and the replacement capital covenant is not a term
of the junior subordinated indenture, the subordinated guarantees or the capital securities.

The ability to raise proceeds from qualifying capital securities during the 180 days prior to a proposed redemption or repurchase by the issuer or
purchase by the guarantor of the capital securities will depend on, among other things, market conditions at that time as well as the acceptability
to prospective investors of the terms of those qualifying capital securities.

The replacement capital covenant may be terminated if the holders of a majority of the aggregate principal amount of the then existing covered
debt as defined in the replacement capital covenant agree to terminate the replacement capital covenant, or if the issuer and the guarantor no
longer have outstanding any indebtedness that qualifies as covered debt, and will be terminated on December 15, 2046, if not so terminated
earlier.
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DESCRIPTION OF THE CAPITAL SECURITIES

Assured Guaranty US Holdings Inc. will issue the 6.40% Series A Enhanced Junior Subordinated Debentures due 2066 (the capital securities )
under a Subordinated Indenture to be dated as of December 1, 2006, as supplemented by a First Supplemental Subordinated Indenture to be

dated as of the date of the issuance of the capital securities, each among Assured Guaranty US Holdings Inc., as issuer, Assured Guaranty Ltd.,

as guarantor, and The Bank of New York, as junior subordinated indenture trustee. We refer to the Subordinated Indenture and the First
Supplemental Subordinated Indenture collectively as the junior subordinated indenture. The capital securities are junior subordinated debentures
issued by the issuer under the junior subordinated indenture and the guarantees are subordinated guarantees of the guarantor under the junior
subordinated indenture.

The following description of certain terms of the capital securities and subordinated guarantees and certain provisions of the junior subordinated
indenture in this prospectus supplement supplements the description under Description of the Assured Guaranty US Holdings Debt Securities
and Assured Guaranty Guarantee in the accompanying prospectus and, to the extent it is inconsistent with that description, replaces the
description in the accompanying prospectus. This description is only a summary of the material terms and does not purport to be complete. We
urge you to read the junior subordinated indenture in its entirety because it, and not this description, will define your rights as a beneficial holder
of the capital securities. We will file the junior subordinated indenture and the capital securities as exhibits to a Current Report on Form 8-K,
which will be incorporated by reference in this prospectus supplement and the accompanying prospectus. Unless otherwise specified, in this
section, guarantor and Assured Guaranty refer to Assured Guaranty Ltd. and not to any of its subsidiaries.

General

The issuer will initially issue $150 million aggregate principal amount of the capital securities. The issuer may from time to time, without the
consent of the existing holders of the capital securities, create and issue further capital securities having the same terms and conditions as the
capital securities being offered hereby in all respects, except for issue date, issue price and, if applicable, the first payment of interest thereon.
Additional capital securities issued in this manner will be consolidated with, and will form a single series with, the previously outstanding
capital securities, unless such additional capital securities will not be treated as fungible with the previously issued and outstanding capital
securities for U.S. federal income tax purposes.

The capital securities will be issued in denominations of $2,000 principal amount and integral multiples of $1,000 in excess thereof.

The capital securities will not be subject to a sinking fund provision. The entire principal amount of the capital securities will mature and
become due and payable, together with any accrued and unpaid interest thereon, including compounded interest (as defined under ~ Optional
Deferral of Interest ), if any, on December 15, 2066.

Interest

The capital securities will accrue interest at a fixed rate from, and including, the issue date to, but excluding December 15, 2016. We refer to this
period as the fixed rate period. The capital securities will accrue interest at a floating rate reset quarterly from, and including, December 15,
2016 to, but excluding, the maturity date, and we refer to this period as the floating rate period. ~ All percentages resulting from any interest rate
calculation will be rounded upward or downward, as appropriate, to the next higher or lower one hundred thousandth of a percentage point. The
manner in which interest is computed, and the time at which such interest is payable (absent optional deferral) is as follows:
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Fixed Rate Period

During the fixed rate period, interest will accrue at an annual rate equal to 6.40%, and will be payable semi-annually in arrears on June 15 and
December 15 of each year, commencing on June 15, 2007. The amount of interest payable on any interest payment date during the fixed rate
period will be computed on the basis of a 360-day year consisting of twelve 30-day months and will include interest from, and including, the last
scheduled interest payment date for which interest has been paid or duly provided for (or, if none, the issue date) to, but excluding, the scheduled
interest payment date. Interest calculated for any period less than a 30-day month will be calculated based on the actual number of days elapsed
in such month. In the event that any date on which interest for a fixed rate period is payable on the capital securities is not a business day,
payment of the interest payable on such date will be made on the next succeeding day that is a business day (and without any interest or other
payment in respect of any such delay).

Floating Rate Period

During the floating rate period, interest on the capital securities will accrue at a floating rate, reset quarterly, equal to 3-month LIBOR plus a
margin equal to 2.38%, payable quarterly in arrears on March 15, June 15, September 15 and December 15 of each year, commencing on
March 15, 2017. We refer to the period from, and including, a scheduled floating rate interest payment date to, but excluding, the next following
floating rate interest payment date (in each case as adjusted pursuant to the business day convention) as a floating rate payment period. The
amount of interest payable on any floating rate interest payment date will be computed on the basis of the actual number of days elapsed during
the floating rate payment period then ending and a 360-day year. If a scheduled interest payment date is not a business day, then such interest
payment date will be postponed to the next succeeding day that is a business day, except that if such business day is in the next succeeding
calendar month, then such interest payment date will be the immediately preceding business day. Interest will accrue to, but not including, the
date that interest is actually paid.

The calculation agent will calculate the floating rate and the amount of interest payable on each quarterly interest payment date relating to the

floating rate period. Promptly upon such determination, the calculation agent will notify the issuer and, if the trustee is not then serving as the

calculation agent, the trustee, of the floating rate for the new quarterly interest payment period. The floating rate determined by the calculation
agent, absent manifest error, will be binding and conclusive on the issuer and the holders of the capital securities and the trustee. The Bank of

New York will initially act as the calculation agent.

3-month LIBOR, with respect to an interest payment during the floating rate period, means the rate (expressed as a percentage per year) for
deposits in U.S. dollars for a three-month period that appears on Telerate Page 3750 as of 11:00 a.m. (London time) on the second London
banking day immediately preceding the first day of such interest payment period (the LIBOR determination date ). The term Telerate Page 3750
means the display on Moneyline Telerate, Inc. on page 3750 or any successor service or page for the purpose of displaying the London interbank
offered rates of major banks.

If 3-month LIBOR cannot be determined as described above, the issuer will select four major banks in the London interbank market. The issuer
will request that the principal London offices of those four selected banks provide their offered quotations to prime banks in the London
interbank market at approximately 11:00 a.m., London time, on the LIBOR determination date for such distribution period. These quotations
will be for deposits in U.S. dollars for a three-month period. Offered quotations must be based on a principal amount equal to an amount that is
representative of a single transaction in U.S. dollars in the market at the time.

If two or more quotations are provided, 3-month LIBOR for the interest payment period will be the arithmetic mean of the quotations. If fewer
than two quotations are provided, the issuer will select three
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offered rates quoted by three major banks in New York City on the LIBOR determination date for that interest payment period. The rates quoted
will be for loans in U.S. dollars for a three-month period. Rates quoted must be based on a principal amount equal to an amount that is
representative of a single transaction in U.S. dollars in the market at the time. If fewer than three New York City banks selected by the issuer are
quoting rates, 3-month LIBOR for the applicable interest payment period will be the same as for the immediately preceding interest payment
period or, if the immediately preceding interest payment period is a fixed rate interest payment period, the same as for the most recent quarter for
which 3-month LIBOR can be determined.

Business day means any day which is not a Saturday, a Sunday, a legal holiday or a day on which banking institutions or trust companies
located in New York City are authorized or obligated by law to close.

London banking day means any day on which dealings in deposits in U.S. dollars are transacted in the London interbank market.
Record Dates

Interest is payable on each interest payment date to the person in whose name the capital security is registered at the close of business on the day
next preceding the interest payment date. In the event the capital securities will not continue to remain in book-entry only form or are not in the
form of a global certificate, the issuer will have the right to select record dates, which will be at least one business day before an interest
payment date.

Optional Deferral of Interest

So long as no event of default, as described below, with respect to the capital securities has occurred and is continuing, the issuer may elect to
defer one or more interest payments on the capital securities at any time and from time to time for up to ten years. Deferred interest will continue
to accrue and will compound semi-annually to, but not including, December 15, 2016, and quarterly, on and after December 15, 2016, in each
case, at the then applicable rate of interest on the capital securities, to the extent permitted by applicable law.

Following the earlier of (i) the fifth anniversary of the commencement of a deferral period or (ii) a payment, during a deferral period, of current
interest on the capital securities, the alternative coupon satisfaction mechanism described below under ~ Alternative Coupon Satisfaction
Mechanism will apply, with the consequence, among others, that the issuer and the guarantor must (except upon an event of default with respect
to the capital securities) make commercially reasonable efforts to sell qualifying warrants and non-cumulative perpetual preferred stock, as
described below. If such efforts are successful, the issuer must pay optionally deferred interest out of the net proceeds from the sale of such
securities by the issuer or the guarantor on the next succeeding interest payment date following such five year period or such current interest
payment date. The issuer cannot pay such optionally deferred interest from sources other than the net proceeds from the sale of such securities
by the issuer or the guarantor. The issuer s use of other sources to fund interest payments after an optional deferral period would be a breach of
its obligations under the capital securities but would not be an event of default under the junior subordinated indenture. Additionally, during any
optional deferral period the restrictions on payment by the issuer and the guarantor of dividends and other distributions on capital stock
described below under  Certain Restrictions during Optional Deferral Periods will apply.

If the issuer defers interest for a period of 10 consecutive years from the commencement of an optional deferral period, the issuer will be
required to pay all accrued and unpaid interest (including compounded interest) at the conclusion of the 10-year period, and to the extent it does
not do so, the
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guarantor will be required to make guarantee payments in accordance with the subordinated guarantees with respect thereto. If the issuer fails to
pay in full all accrued and unpaid interest (including compounded interest) at the conclusion of the 10-year period, due to an optional deferral or
otherwise, such failure continues for 30 days and the guarantor fails to make guarantee payments with respect thereto, an event of default will
occur.

The issuer must provide a notice of its election to defer interest to the trustee no more than 60 and no fewer than 15 days prior to the relevant
interest payment date. A notice of optional deferral, once given, will be irrevocable and the deferral of payments on the related interest payment
date will be considered an optional deferral. Unpaid interest on the capital securities will continue to accrue and compound during the pendency
of any optional deferral period at the then applicable interest rate. When an optional deferral period ends and the issuer has paid all accrued and
unpaid interest on the capital securities, together with interest thereon, to the extent permitted by applicable law, compounded semi-annually or
quarterly, as applicable, at the then applicable rate of interest on the capital securities, which we refer to as compounded interest, the issuer may
begin a new optional deferral period, subject to the terms described above. There is no limit on the number of optional deferral periods that the
issuer may begin. Any deferral of interest on the capital securities by election of the issuer under this provision is referred to as an optional
deferral, and the period during which such interest is deferred is referred to as an optional deferral period.

Certain Restrictions during Optional Deferral Periods

On any date on which accrued interest through the most recent interest payment date has not been paid in full, whether because of an optional
deferral or otherwise, the issuer and the guarantor will not, and will not permit any subsidiary to:

e declare or pay any dividends on, make distributions regarding, or redeem, repurchase, purchase, acquire or make a
liquidation payment with respect to, any shares of capital stock of the issuer or the guarantor, other than:

() purchases of the capital stock of the guarantor in connection with employee or agent benefit plans or the
satisfaction of its obligations under any contract or security then outstanding requiring the guarantor to purchase
capital stock or under any dividend reinvestment plan;

) in connection with the reclassifications of any class or series of the guarantor s capital stock, or the exchange or
conversion of one class or series of the guarantor s capital stock for or into another class or series of the guarantor s
capital stock;

3) the purchase of fractional interests in shares of the guarantor s capital stock in connection with the conversion
or exchange provisions of that capital stock or the security being converted or exchanged;

“) dividends or distributions of the guarantor s capital stock, or rights to acquire common stock, or repurchases or
redemptions of common stock, in each case solely from the issuance or exchange of common stock; or

5) any declaration of a dividend in connection with the implementation of a shareholders rights plan, or issuances
of capital stock under any such plan in the future, or redemptions or repurchases of any rights outstanding under a
shareholder rights plan;

e make any payment of interest, principal or premium, if any, on or repay, repurchase or redeem any debt securities
issued by the issuer or the guarantor that rank in right of payment equally with or junior to the capital securities or the

subordinated guarantees, respectively, other than any payment,
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repurchase or redemption in respect of debt securities of the issuer that rank in right of payment equally with the capital securities or debt
securities of the guarantor that rank equally with the subordinated guarantees ( parity debt securities ) made ratably and in proportion to the
respective amount of (1) accrued and unpaid amounts on such parity debt securities, on the one hand, and (2) accrued and unpaid amounts on the
capital securities or the subordinated guarantees, as applicable, on the other hand; and

e make any guarantee payments with respect to any guarantee by the issuer or the guarantor of the debt securities of
any subsidiary, if such guarantee ranks in right of payment equally with or junior to the capital securities or the
subordinated guarantees, respectively, other than any payment in respect of guarantees that rank in right of payment
equally with the capital securities and the subordinated guarantees ( parity guarantees ) made ratably and in proportion
to the respective amount of (1) accrued and unpaid amounts on such parity guarantees, on the one hand, and

(2) accrued and unpaid amounts on the capital securities or the subordinated guarantees, as applicable, on the other
hand.

In addition, if any deferral period lasts longer than one year, the issuer and the guarantor will not, subject to the same limited exceptions and
unless required to do so by any applicable regulatory authority, repurchase, or permit any subsidiary to purchase, the guarantor s common stock
for a one-year period following the date on which all deferred interest has been paid.

If the issuer or the guarantor is involved in a business combination where immediately after its consummation more than 50% of the surviving
entity s voting stock is owned by the shareholders of the other party to the business combination, then the immediately preceding sentence will
not apply to any deferral period that is terminated on the next interest payment date following the date of consummation of the business
combination.

Alternative Coupon Satisfaction Mechanism

If the issuer has optionally deferred interest payments otherwise due on the capital securities, then following the earlier of (i) the fifth
anniversary of the commencement of a deferral period or (ii) a payment, during a deferral period, of current interest on the capital securities, the
issuer and the guarantor must make commercially reasonable efforts to satisfy the issuer s obligation to pay interest in full on the capital
securities (subject to the limitations described below) by selling qualifying warrants and non-cumulative perpetual preferred stock, the sale of
which will provide cash to be paid to the holders of the capital securities in satisfaction of accrued and unpaid interest, together with any
compounded interest. Such obligation will continue until all unpaid interest (including compounded interest) has been paid in full (subject to the
limitations described below). The issuer s and the guarantor s obligation to make commercially reasonable efforts to sell such securities to satisfy
the issuer s obligation to pay interest is subject to market disruption events and subject to certain caps, and does not apply if an event of default
with respect to the capital securities has occurred and is continuing. The net proceeds received by the issuer and the guarantor from the issuance
of qualifying warrants and non-cumulative perpetual preferred stock (i) during the 180 days prior to any interest payment date on which the
issuer and the guarantor are required to use the alternative coupon satisfaction mechanism and (ii) designated by the issuer or the guarantor at or
before the time of such issuance as available to pay interest on the capital securities will, at the time such proceeds are delivered to the junior
subordinated indenture trustee to satisfy the relevant interest payment, be deemed to satisfy the issuer s obligations to pay interest on the capital
securities pursuant to the alternative coupon satisfaction mechanism though any interest not so paid will continue to be treated as optionally
deferred interest and such interest will continue to accrue and compound as described above.
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Under the alternative coupon satisfaction mechanism, we are not required to issue qualifying warrants and non-cumulative perpetual preferred
stock, as applicable, to the extent that (i) with respect to deferred interest attributable to the first 5 years of any deferral period (including
compounded interest thereon), the number of shares of the guarantor s common stock underlying any issuance of qualifying warrants applied to
pay such interest, together with the number of shares underlying all prior issuances of qualifying warrants during such deferral period so applied,
would exceed 2% of the total number of issued and outstanding shares of the guarantor s common stock as of the date of our then most recent
publicly available consolidated financial statements (the warrant issuance cap ) or (ii) the net proceeds of any issuance of non-cumulative
perpetual preferred stock applied to pay interest on the capital securities pursuant to the alternative coupon satisfaction mechanism, together with
the net proceeds of all prior issuances of non-cumulative perpetual preferred stock so applied, would exceed 25% of the aggregate principal
amount of the capital securities initially issued under the indenture (the preferred stock issuance cap ).

Once we reach the warrant issuance cap, the guarantor will not be required to issue more qualifying warrants under the alternative coupon
satisfaction mechanism with respect to deferred interest attributable to the first 5 years of any deferral period (including compounded interest
thereon) even if there is a subsequent increase in the number of outstanding shares of the guarantor s common stock. The warrant issuance cap
will cease to apply following the fifth anniversary of the commencement of any deferral period, at which point we may only pay any deferred
interest, regardless of the time at which it was deferred, using the alternative coupon satisfaction mechanism, subject to the preferred stock
issuance cap and any market disruption event. If the warrant issuance cap has been reached during a deferral period and we subsequently pay all
deferred payments (and compound amounts) prior to the fifth anniversary of such deferral period, the warrant issuance cap will cease to apply,
and will only apply again once we start a new deferral period. The preferred stock issuance cap will apply so long as the capital securities remain
outstanding and all proceeds of issuances of non-cumulative perpetual preferred stock used to pay deferred interest hereunder will count against
such cap.

As used in this section:

Commercially reasonable efforts to sell the issuer s or guarantor s qualifying warrants and non-cumulative perpetual preferred stock means
commercially reasonable efforts to complete the offer and sale of such securities to third parties that are not subsidiaries of the issuer or the
guarantor in public offerings or private placements, provided that the issuer and the guarantor will be deemed to have made such commercially
reasonable efforts during a market disruption event, as defined below, regardless of whether the issuer or the guarantor makes any offers or sales
during such market disruption event. For the avoidance of doubt, the issuer and the guarantor will not be considered to have made commercially
reasonable efforts to effect a sale of qualifying warrants and non-cumulative perpetual preferred stock if the issuer or the guarantor determines to
not pursue or complete such sale solely due to pricing, dividend rate or dilution considerations.

Non-cumulative perpetual preferred stock means non-cumulative perpetual preferred stock of the issuer or the guarantor or their subsidiaries
that (i) contains no remedies other than permitted remedies and (ii)(a) is subject to intent-based replacement disclosure as such term is defined
below and provides for mandatory deferral tied to the breach of certain financial triggers, or (b) is subject to a replacement capital covenant
substantially similar to the replacement capital covenant applicable to the capital securities.

Permitted Remedies means, with respect to any securities, one or more of the following remedies: (a) rights in favor of the holders of such
securities permitting such holders to elect one or more directors of the issuer (including any such rights required by the listing requirements of
any stock or securities
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exchange on which such securities may be listed or traded), and (b) complete or partial prohibitions on the issuer paying distributions on or
repurchasing common shares or other securities that rank pari passu with or junior as to distributions to such securities for so long as
distributions on such securities, including unpaid distributions, remain unpaid. Distributions in this definition means, as to a security or
combination of securities, dividends, interest payments or other income distributions to the holders thereof that are not subsidiaries of the
guarantor.

Intent-based replacement disclosure means, as to any security or combination of securities, that the issuer has publicly stated its intention,
either in the prospectus or other offering document under which such securities were initially offered for sale or in filings with the SEC made by
the issuer under the Exchange Act prior to or contemporaneously with the issuance of such securities, to redeem or repurchase such securities
only with the proceeds of specified replacement capital securities that have terms and provisions at the time of redemption or repurchase that are
as or more equity-like than the securities then being redeemed or repurchased, raised within 180 days prior to the applicable redemption or
repurchase date.

Qualifying warrants means net share settled warrants to purchase the guarantor s common stock that:

e have an exercise price greater than the current stock market price of the guarantor s common stock as of their date
of issuance; and

e we are not entitled to redeem for cash and the holders are not entitled to require us to repurchase for cash in any
circumstances.

The guarantor intends to issue qualifying warrants with exercise prices at least 10% above the current stock market price of the guarantor s

common stock on the date of issuance. The current stock market price of the guarantor s common stock on any date shall be the closing sale price
per share (or if no closing sale price is reported, the average of the bid and ask prices or, if more than one in either case, the average of the

average bid and the average ask prices) on that date as reported in composite transactions by the New York Stock Exchange or, if the guarantor s
common stock is not then listed on the New York Stock Exchange, as reported by the principal U.S. securities exchange on which the guarantor s
common stock is traded. If the guarantor s common stock is not listed on any U.S. securities exchange on the relevant date, the current stock
market price shall be the last quoted bid price for the guarantor s common stock in the over-the-counter market on the relevant date as reported

by the National Quotation Bureau or similar organization. If the guarantor s common stock is not so quoted, the current stock market price shall
be the average of the mid-point of the last bid and ask prices for the guarantor s common stock on the relevant date from each of at least three
nationally recognized independent investment banking firms selected by us for this purpose.

A market disruption event means the occurrence or existence of any of the following events or sets of circumstances:

e Trading in securities generally on the principal exchange on which the issuer s or guarantor s securities are then
listed and traded (as of today, the New York Stock Exchange) shall have been suspended or the settlement of such
trading generally shall have been materially disrupted or minimum prices shall have been established on any such
exchange or such market by the SEC, by such exchange or by any other regulatory body or governmental authority
having jurisdiction;

e amaterial disruption or banking moratorium occurs or has been declared in commercial banking or securities
settlement or clearance services in the United States;
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e the guarantor would be required to obtain the consent or approval of its shareholders or the issuer or the guarantor
would be required to obtain the consent or approval of a regulatory body (including, without limitation, any securities
exchange) or governmental authority to issue the issuer s or the guarantor s securities, and the issuer or the guarantor
fail to obtain such consent or approval notwithstanding the issuer s and the guarantor s commercially reasonable efforts
to such effect;

e there is such a material adverse change in general domestic or international economic, political or financial
conditions, including without limitation as a result of terrorist activities, such that trading in the issuer s or the
guarantor s securities shall have been materially disrupted or the effect of international conditions on the financial
markets in the United States is such, as to make it, in the issuer s or the guarantor s judgment, impracticable to proceed
with the offer and sale of the issuer s or guarantor s securities; or

e an event occurs and is continuing as a result of which the offering document for such offer and sale of securities
would, in that issuer s reasonable judgment, contain an untrue statement of a material fact or omit to state a material
fact required to be stated therein or necessary to make the statements therein not misleading and either (1) the
disclosure of that event at such time, in that issuer s judgment, would have a material adverse effect on its business or
(2) the disclosure relates to a previously undisclosed proposed or pending material business transaction, the disclosure
of which would impede that issuer s ability to consummate such transaction, provided that no single suspension period
contemplated by this provision may exceed 90 consecutive days and multiple suspension periods contemplated by this
provision may not exceed an aggregate of 180 days in any 360-day period.

Any interest payment made pursuant to the alternative coupon satisfaction mechanism will first be allocated to payment of the interest due on
that payment date. Any payment of interest in excess of the amount of the interest due on that payment date will be applied first against any then
existing accrued and unpaid interest, in chronological order beginning with the earliest unpaid interest payment date, and then against any
accrued and unpaid compounded interest. In the event that the issuer defers the interest payment on the capital securities and on other securities
that rank equally with the capital securities and contain similar requirements to pay interest pursuant to the alternative coupon satisfaction
mechanism, the issuer will apply any net proceeds so raised on a pro rata basis towards its obligations to pay interest on the capital securities and
such equally ranking securities.

Although our failure to comply with our obligations with respect to the alternative coupon satisfaction mechanism will breach the indenture, it
will not constitute an event of default that gives a right of acceleration thereunder.

Limitation on Claims in the Event of Bankruptcy, Insolvency or Receivership

The junior subordinated indenture provides that a holder of capital securities, by such holder s acceptance of the capital securities, agrees that in
certain events of the issuer s bankruptcy, insolvency or receivership prior to the maturity or redemption of any capital securities, whether
voluntary or not, such holder of capital securities will have no claim for, and thus no right to receive, interest that is unpaid (including
compounded interest thereon) and has not been settled through the application of the alternative coupon satisfaction mechanism to the extent the
amount of such interest (including compounded interest thereon) relates to the first two years of the portion of the deferral period for which
interest has not so been paid.
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Consolidation, Merger, Conveyance, Sale of Assets and Other Transfers

The provisions of the junior subordinated indenture relating to the issuer s and the guarantor s possible consolidation, merger, conveyance, sale of
assets and other transfers will apply to the capital securities. You should refer to the description of these provisions under Description of the
Assured Guaranty US Holdings Debt Securities and Assured Guaranty Guarantee Consolidation, Amalgamation, Merger and Sale of Assets in
the accompanying prospectus.

Subordination

The payment of principal of and interest on the capital securities, to the extent provided in the junior subordinated indenture, will be
subordinated in right of payment to the prior payment in full of all present and future senior and non-junior subordinated indebtedness, as
defined below. As noted below, the capital securities will rank pari passu with indebtedness for the purchase of goods or materials or for
services obtained in the ordinary course of business, and any indebtedness which by its terms is expressly made equal in rank and payment with
the capital securities.

Subject to the qualifications described below, the term senior indebtedness includes principal of, and interest and premium, if any, on the
following:

e all indebtedness of the issuer, whether outstanding on the date of the issuance of the capital securities or thereafter
created, incurred or assumed, which is for money borrowed (including, without limitation, trust preferred securities of
statutory trusts and related subordinated debentures and guarantees of the issuer issued under the junior subordinated
indenture), or which is evidenced by a note or similar instrument given in connection with the acquisition of any
business, properties or assets, including securities;

e all obligations of the issuer under leases required or permitted to be capitalized under generally accepted
accounting principles;

e all obligations of the issuer issued or assumed as the deferred purchase price of property, all conditional sale
obligations and all obligations under any title retention agreement (but excluding trade accounts payable arising in the
ordinary course of business);

e all obligations of the issuer for the reimbursement of any obligor on any letter of credit, banker s acceptance or
similar credit transaction (other than obligations with respect to letters of credit securing obligations (other than
obligations described in the three bullet points above) entered into in the ordinary course of business of the issuer to
the extent such letters of credit are not drawn upon or, if and to the extent drawn upon, such drawing is reimbursed no
later than the third business day following receipt by the issuer of a demand for reimbursement following payment on
the letter of credit);

e any indebtedness of others of the kinds described in the four bullet points above for the payment of which the
issuer is responsible or liable as guarantor or otherwise;

» all obligations of the type referred to in the five bullets above of other persons secured by any lien on any property
or asset of the issuer (whether or not such obligation is assumed by the issuer), the amount of such obligation being

deemed to be the lesser of the value of such property or assets or the amount of the obligation so secured; and

e amendments, modifications, renewals, extensions, deferrals and refundings of any of the above types of
indebtedness.
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The senior indebtedness will continue to be senior indebtedness and entitled to the benefits of the subordination provisions irrespective of any
amendment, modification or waiver of any term of the senior indebtedness or extension or renewal of the senior indebtedness. Notwithstanding
anything to the contrary in the foregoing, senior indebtedness will not include (1) indebtedness incurred for the purchase of goods or materials or
for services obtained in the ordinary course of business, (2) any indebtedness which by its terms is expressly made equal in rank and payment
with or subordinated to the capital securities and (3) obligations owed by the issuer to its subsidiaries.

No direct or indirect payment, in cash, property or securities, by set-off or otherwise, may be made or agreed to be made on account of the
capital securities or interest thereon, or in respect of any repayment, redemption, retirement, purchase or other acquisition of the capital
securities, if:

e the issuer defaults in the payment of any principal, or premium, if any, or interest on any senior indebtedness,
whether at maturity or at a date fixed for prepayment or declaration or otherwise; or

e an event of default occurs with respect to any senior indebtedness permitting the holders of senior indebtedness to
accelerate the maturity and written notice of such event of default, requesting that payments on the capital securities
cease, is given to the issuer by any holder of senior indebtedness, unless and until such default in payment or event of
default has been cured or waived or ceases to exist.

All present and future senior indebtedness, which will include, without limitation, interest accruing after the commencement of any proceeding,
assignment or marshaling of assets described below, will first be paid in full before any payment, whether in cash, securities or other property,
will be made by the issuer on account of the capital securities in the event of:

e any insolvency, bankruptcy, receivership, liquidation, reorganization, readjustment, composition or other similar
proceeding relating to the issuer, its creditors or its property;

e any proceeding for the liquidation, dissolution or other winding-up of the issuer, voluntary or involuntary,
whether or not involving insolvency or bankruptcy proceedings;

e any assignment by the issuer for the benefit of creditors; or

e any other marshaling of the assets of the issuer.

In any such event, payments which would otherwise be made on the capital securities will generally be paid to the holders of senior
indebtedness, or their representatives, in accordance with the priorities existing among these creditors at that time until the senior indebtedness is
paid in full. If the payments on the capital securities are in the form of the issuer s securities or those of any other corporation under a plan of
reorganization or readjustment and are subordinated to outstanding senior indebtedness and to any securities issued with respect to such senior
indebtedness under a plan of reorganization or readjustment, they will be made to the holders of senior indebtedness and then, if any amounts
remain, to the holders of the capital securities. No present or future holder of any senior indebtedness will be prejudiced in the right to enforce
the subordination of the capital securities by any act or failure to act on the part of the issuer.

In the event that, notwithstanding any of the foregoing prohibitions, the junior subordinated indenture trustee or the holders of the capital
securities receive any payment on account of or in respect of the capital securities at a time when a responsible officer of the junior subordinated
indenture trustee or such holder has actual knowledge that such payment should not have been made to it, the trustee or such holder will hold
such payment in trust for the benefit of, and, upon written request, will pay it over to, the
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holders of the senior indebtedness or their agents or representatives, for application to the payment of all principal, premium, if any, and interest
then payable with respect to any senior indebtedness.

Senior indebtedness will only be deemed to have been paid in full if the holders of such indebtedness have received cash, securities or other
property which is equal to the amount of the outstanding senior indebtedness.

After payment in full of all present and future senior indebtedness, holders of the capital securities will be subrogated to the rights of any holders
of senior indebtedness to receive any further payments that are applicable to the senior indebtedness until all the capital securities are paid in

full. In matters between holders of the capital securities and any other type of the issuer s creditors, any payments that would otherwise be paid to
holders of senior indebtedness and that are made to holders of the capital securities because of this subrogation will be deemed a payment by the
issuer on account of senior indebtedness and not on account of the capital securities.

Moreover, the junior subordinated indenture provides that a holder of capital securities, by such holder s acceptance of the capital securities,
agrees that in certain events of the issuer s bankruptcy, insolvency or receivership prior to the maturity or redemption of any capital securities,
whether voluntary or not, such holder of capital securities will have no claim for, and thus no right to receive, interest that is unpaid (including
compounded interest thereon) and has not been settled through the application of the alternative coupon satisfaction mechanism to the extent the
amount of such interest (including compounded interest thereon) relates to the first two years of the portion of the deferral period for which
interest has not so been paid. We refer to the unpaid interest for which the holder has no claim pursuant to the limitations described in this
paragraph as foregone interest.

The junior subordinated indenture places no limitation on the amount of additional senior indebtedness that may be incurred by the issuer. The
issuer expects from time to time to incur additional indebtedness constituting senior indebtedness.

In addition to the contractual subordination provisions described above, the rights of the holders of the capital securities will be structurally
subordinated to all existing and future obligations of the issuer s subsidiaries. The issuer is a holding company. As a result, it relies primarily on
dividends or other payments from its direct and indirect operating subsidiaries, which generally are regulated insurance companies, to pay
principal and interest on its outstanding debt obligations, and to make dividend distributions on its capital stock. Regulatory rules, and certain
covenants contained in various debt agreements, may restrict the issuer s ability to withdraw capital from its subsidiaries by dividends, loans or
other payments. The issuer can also utilize investment securities maintained in its portfolio for these payments. The principal source of funds for
the issuer s operating subsidiaries is from current operations.

Due to the subordination provisions described above, in the event of the issuer s insolvency, funds which it would otherwise use to pay the
holders of the capital securities will be used to pay the holders of indebtedness and guarantees ranking senior in right of payment to the capital
securities, to the extent necessary to pay such senior indebtedness in full. As a result of these payments, the issuer s general creditors may recover
less, ratably, than the holders of its senior indebtedness and these general creditors may recover more, ratably, than the holders of the capital
securities.

The issuer s indebtedness as of September 30, 2006, was approximately $200 million, all of which would be senior in right of payment to the
capital securities. As of September 30, 2006, the issuer s subsidiaries had approximately $413.9 million of outstanding liabilities that effectively
rank senior to the capital securities.
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The capital securities will be structurally subordinated in right of payment to all of the issuer s subsidiaries current and future obligations. The
issuer only has a stockholder s claim in the assets of its subsidiaries. This stockholder s claim is junior in right of payment to claims that creditors
and insurance contract holders of the issuer s subsidiaries have against those subsidiaries. Holders of the capital securities will only be creditors
of the issuer, and such holders will not be creditors of the issuer s subsidiaries, where most of the issuer s consolidated assets are located. All of
the issuer s subsidiaries current and future liabilities, including any claims of trade creditors, claims under insurance contracts, debt obligations
and other liabilities and third-party preferred shareholders, will be effectively senior in right of payment to the capital securities.

Guarantees

The guarantor s obligations under the guarantees are subordinate and junior in right of payment to all of its senior indebtedness (including the
guarantor s outstanding senior notes), except any indebtedness that by its terms is subordinated to, or ranks on an equal basis with, the
subordinated guarantees. In addition, the guarantor s obligations under the guarantees shall rank equal in right of payment to indebtedness
incurred for the purchase of goods or materials or for services obtained in the ordinary course of business. This means that the guarantor cannot
make any payments on the subordinated guarantees if it defaults on a payment of senior indebtedness and does not cure the default within the
applicable grace period, if the holders of the senior indebtedness have the right to accelerate the maturity of the senior indebtedness and request
that the guarantor cease payments on the subordinated guarantees or if the terms of the guarantor s senior indebtedness otherwise restrict it from
making payments to junior creditors.

The guarantor had no outstanding indebtedness as of September 30, 2006. The guarantor has guaranteed the issuer s $200 million of 7.00%
Senior Notes due 2034. As of September 30, 2006, the guarantor s subsidiaries had approximately $1,088.0 million of outstanding liabilities that
effectively rank senior to the guarantees.

In the event of the guarantor s insolvency, funds which the guarantor would otherwise use to pay the holders of the capital securities will be used
to pay the holders of indebtedness and guarantees ranking senior in right of payment to the guarantees, to the extent necessary to pay such senior
indebtedness in full. As a result of those payments, the guarantor s general creditors may recover less, ratably, than the holders of the guarantor s
senior indebtedness and these general creditors may recover more, ratably, than the holders of the capital securities. In addition, the holders of

the guarantor s indebtedness and guarantees ranking senior in right of payment to the guarantees, may, under certain circumstances, restrict or
prohibit the guarantor from making payments on the subordinated guarantees.

There are no terms in the junior subordinated indenture, the capital securities or the subordinated guarantees that limit the guarantor s ability to
incur additional indebtedness, and the guarantor expects from time to time to incur additional indebtedness ranking senior in right of payment to
the capital securities and the guarantees thereof.

Because the guarantor is a holding company, the guarantor s rights and the rights of its creditors, including the holders of capital securities who
would be a creditor of the guarantor by virtue of the subordinated guarantees, and shareholders to participate in any distribution of the assets of
any subsidiary upon the subsidiary s liquidation or reorganization or otherwise would be subject to prior claims of the subsidiary s creditors and
policyholders, except to the extent that the guarantor may be a creditor of the subsidiary. The right of the guarantor s creditors, including the
holders of capital securities, to participate in the distribution of the stock owned by the guarantor in some of its subsidiaries, including its
insurance
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subsidiaries, may also be subject to approval by insurance regulatory authorities having jurisdiction over the subsidiaries.
Redemption

The issuer may redeem the capital securities:

e in whole or in part, at its option, on and after December 15, 2016, at a cash redemption price equal to the par
redemption amount; provided that if the capital securities are not redeemed in whole, at least $50 million aggregate
principal amount of the capital securities (excluding any capital securities held by the issuer or any of its affiliates)
remains outstanding after giving effect to such redemption; or

e in whole, at its option, including, but not limited to, upon the occurrence of a tax event ora rating agency event,
each as defined in this prospectus supplement, prior to December 15, 2016, at a cash redemption price of the greater of
(i) the par redemption amount and (ii) the applicable make-whole redemption amount.

As used in this section:

Comparable treasury issue means the U.S. Treasury security selected by the quotation agent as having a term comparable to the period from
the redemption date to December 15, 2016 that would be utilized, at the time of selection and in accordance with customary financial practice, in
pricing new issues of corporate debt securities with a term comparable to such period.

Comparable treasury price means, with respect to a redemption date (1) the average of four reference treasury dealer quotations for such
redemption date, after excluding the highest and lowest reference treasury dealer quotations, or (2) if the quotation agent obtains fewer than four
such reference treasury dealer quotations, the average of all such quotations.

H.15(519) means the weekly statistical release designated as such, or any successor publication, published by the Federal Reserve System Board
of Governors, available through the Board of Governors of the Federal Reserve System s website at http://www.federalreserve.gov/releases/H15/
or any successor site or publication. We make no representation or warranty as to the accuracy or completeness of the information displayed on
such website, and such information is not incorporated by reference herein and should not be considered a part of this prospectus supplement.

Make-whole rate means the treasury rate plus, (x) in the case of a tax event or a rating agency event, 50 basis points, and (y) in the case of a
redemption for any other reason, 30 basis points.

Make-whole redemption amount means the sum of the present value of (i) the aggregate principal amount outstanding of the capital securities
discounted from the interest payment date falling on December 15, 2016 to the date fixed for redemption on a semi-annual basis (assuming a
360-day year consisting of twelve 30-day months) at the applicable make-whole rate, and (ii) the present values of scheduled semi-annual
interest payments from the date fixed for redemption through and including the interest payment date on December 15, 2016, each discounted
from such interest payment date to the date fixed for redemption on a semi-annual basis (assuming a 360-day year consisting of twelve 30-day
months) at the applicable make-whole rate, plus any accrued and unpaid interest, together with any compounded interest to the date of
redemption, as calculated by the calculation agent.

Par redemption amount means a cash redemption price of 100% of the principal amount of the capital securities to be redeemed, plus accrued
and unpaid interest, together with any compounded interest, on such capital securities to the date of redemption.
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Quotation agent means one of the reference treasury dealers appointed by the issuer.

Rating agency event means the determination by the issuer or the guarantor of a change by any nationally recognized statistical rating
organization within the meaning of Rule 15c¢3-1 under the Securities Exchange Act of 1934, as amended, that currently publishes a rating for the
issuer or the guarantor (a rating agency ) in the equity credit criteria for securities such as the capital securities resulting in a lower equity credit
to the issuer or the guarantor than the equity credit assigned by such rating agency to the capital securities on their issue date.

Reference treasury dealer means (1) Banc of America Securities LLC, Deutsche Bank Securities Inc. and Merrill Lynch, Pierce, Fenner &
Smith Incorporated and (2) any additional primary U.S. government securities dealers in New York City (each, a primary treasury dealer )
selected by the issuer and their successors, provided, however, that if any of them ceases to be a primary treasury dealer the issuer will substitute
another primary treasury dealer.

Reference treasury dealer quotations means, with respect to each reference treasury dealer and any redemption date, the average, as
determined by the quotation agent, of the bid and asked prices for the comparable treasury issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the quotation agent at 5:00 p.m., New York City time, on the third business day preceding such
redemption date.

Tax event means, with respect to the capital securities, the receipt by the issuer or the guarantor of an opinion of counsel, rendered by a law firm
with experience in such matters, to the effect that, as a result of (a) any amendment to, or change (including any announced prospective change)
in, the laws (or any regulations thereunder) of the United States or any political subdivision or taxing authority thereof or therein, (b) any official
administrative pronouncement (including a private letter ruling, technical advice memorandum or similar pronouncement) or judicial decision
interpreting or applying such laws or regulations, or (c) a threatened challenge asserted in connection with an audit of the issuer or the guarantor
or any of their subsidiaries, or a threatened challenge asserted in writing against any other taxpayer that has raised capital through the issuance of
securities that are substantially similar to the capital securities, which amendment or change is effective or which pronouncement or decision is
announced or which challenge occurs on or after the date of issuance of the capital securities, there is more than an insubstantial increase in the
risk that interest accruing or payable by the issuer on the capital securities is not or, at any time subsequent to the issuer s or the guarantor s
receipt of such opinion, will not be, wholly deductible by the issuer for U.S. federal income tax purposes.

With respect to any redemption of capital securities as a result of a tax event, the date fixed for such redemption will be within 180 days
following the occurrence of the tax event; provided, however, that if at that time the issuer or the guarantor is able to eliminate, within the
180-day period, the tax event by taking some ministerial action (such as making an election or filing a form) that has no adverse effect on the
issuer or the guarantor or the holders of the capital securities, the issuer and the guarantor will pursue such action in lieu of redemption. The
issuer will have no right or obligation to redeem the capital securities while it is pursuing such measure.
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Treasury rate means the yield, under the heading that represents the average for the week immediately prior to the redemption date, appearing
in the most recently published statistical release designated H.15(519) or any successor publication that is published weekly by the Board of
Governors of the Federal Reserve System and that establishes yields on actively traded U.S. Treasury securities adjusted to constant maturity
under the caption Treasury Constant Maturities, for the maturity corresponding to the comparable treasury issue (if no maturity is within three
months before or after the end of the relevant interest payment period, yields for the two published maturities most closely corresponding to the
comparable treasury issue will be determined and the treasury rate will be interpolated or extrapolated from such yields on a straight line basis,
rounding to the nearest month). If such release (or any successor release) is not published during the week preceding the calculation date or does
not contain such yields, treasury rate means the rate per year equal to the semi-annual equivalent yield to maturity of the comparable treasury
issue, calculated using a price for the comparable treasury issue (expressed as a percentage of its principal amount) equal to the comparable
treasury price for such redemption date. The treasury rate will be calculated on the third business day preceding the redemption date.

The issuer will mail, or cause the junior subordinated indenture trustee to mail, notice of every redemption of capital securities by first class
mail, postage prepaid, addressed to the holders of record of the capital securities to be redeemed at their respective last addresses appearing on
the issuer s books. Such mailing will be at least 15 days and not more than 60 days before the date fixed for redemption. Any notice mailed as
provided in this paragraph will be conclusively presumed to have been duly given, whether or not the holder receives such notice, but failure
duly to give such notice by mail, or any defect in such notice or in the mailing of such notice, to any holder of capital securities designated for
redemption will not affect the redemption of any other capital securities. Each notice will state (i) the redemption date; (ii) the redemption price;
(iii) that the capital securities are being redeemed pursuant to the junior subordinated indenture or the terms of the capital securities together with
the facts permitting such redemption; (iv) if less than all outstanding capital securities are to be redeemed, the identification (and, in the case of
partial redemption, the principal amounts) of the particular capital securities to be redeemed; (v) the place or places where the capital securities
are to be redeemed; and (vi) that interest on the capital securities to be redeemed will cease to accrue on the redemption date.

Any capital securities to be redeemed pursuant to the aforementioned notice will, on the date fixed for redemption, become due and payable at
the redemption price. From and after such date such capital securities will cease to bear interest. Upon surrender of any such capital securities
for redemption in accordance with said notice, such capital securities will be paid by the issuer at the redemption price, subject to certain
conditions. If any capital securities called for redemption are not so paid upon surrender thereof for redemption, the redemption price will, until
paid, bear interest from the redemption date at the rate prescribed therefor in the capital securities. Any capital securities redeemed only in part
will be surrendered in accordance with the provisions of the junior subordinated indenture. In exchange for the unredeemed portion of such
surrendered capital securities, new capital securities in an aggregate principal amount equal to the unredeemed portion will be issued.

Junior Subordinated Indenture Events of Default

An event of default with respect to the capital securities that gives a right to declare an acceleration of payment in capital securities means:

e default for 30 calendar days in the payment of any interest on the capital securities when it becomes due and
payable (whether or not such payment is prohibited by the subordination provisions); however, a default under this
provision will not arise if the issuer has properly deferred the interest in connection with an optional deferral period or
when the alternative coupon satisfaction mechanism applies;
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e any non-payment of interest, whether due to an optional deferral or otherwise, that continues for 10 consecutive
years without all accrued and unpaid interest (including compounded interest) having been paid in full, such
non-payment continues for 30 days and the guarantor fails to make guarantee payments with respect thereto;

e default in the payment of the principal of, and premium, if any, on the capital securities when due; or

e certain events of bankruptcy, insolvency or receivership, whether voluntary or not.

Junior subordinated indenture events of default with respect to the capital securities that gives a right to declare an acceleration of payment in
capital securities, which replace the events of default described in Description of the Assured Guaranty US Holdings Debt Securities and
Assured Guaranty Guarantee Events of Default in the accompanying prospectus, do not include failure to comply with or breach of other
covenants in the junior subordinated indenture with respect to the capital securities (an other covenant default ), including the covenant to sell
qualifying warrants and non-cumulative perpetual preferred stock through the alternative coupon satisfaction mechanism to meet certain interest
payment obligations. Accordingly, an other covenant default will not result in the acceleration of payment of the capital securities. Although an
other covenant default will not constitute an event of default for purposes of declaring an acceleration of payment of the capital securities, it will
otherwise constitute a default under the junior subordinated indenture and could give rise to a claim against the issuer relating to the specific
breach; however, the remedy of holders of the capital securities may be limited to direct monetary damages (if any). An other covenant default
will only give rise to possible remedies if it continues for 60 days after delivery of specified notice.

Holders of the capital securities may not themselves institute a proceeding against the issuer on account of an other covenant default unless,
among other things, the junior subordinated indenture trustee fails to institute such a proceeding, subject to the terms of the junior subordinated
indenture. However, the holders of a majority in principal amount of the capital securities may direct the junior subordinated indenture trustee to
bring such a proceeding if an other covenant default continues for a period of 60 days after delivery of specified notice to the issuer from the
junior subordinated indenture trustee or to the issuer and the junior subordinated indenture trustee from the holders of a majority in principal
amount of the capital securities, subject to the terms of the junior subordinated indenture. Except with respect to covenants relating to the issuer s
and the guarantor s obligation to file periodic or other reports and an annual statement with respect to junior subordinated indenture defaults, the
junior subordinated indenture will not require the junior subordinated indenture trustee to take any action in case of an other covenant default
(other than to give notice of such default to the holders of the capital securities under certain circumstances, as described below) unless so
directed by the holders of the capital securities. In the case of an other covenant default resulting from the issuer s or the guarantor s failure or
breach in regards to the issuer s and guarantor s obligation under the junior subordinated indenture, such other covenant default, after its
continuance for 60 days after delivery of such specified notice, will be treated under the junior subordinated indenture as if it were an event of
default with respect to the capital securities, and the junior subordinated indenture trustee will have all of the rights, duties and obligations, and
the holders of the capital securities will have all of the rights, in respect of such other covenant default as if such other covenant default were
such an event of default, except that there will be no right to accelerate the payment of the capital securities.

The junior subordinated indenture provides, as to both events of default and other covenant defaults, that holders of the capital securities only
have the right to institute a direct action against the issuer or the guarantor upon compliance with certain conditions specified in the junior
subordinated indenture. These conditions include, among other things, prior notice by the requisite percentage of holders of the capital
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securities, offer of indemnification to the junior subordinated indenture trustee, and failure of the junior subordinated indenture trustee to act for
60 days.

Within 90 days after a default, the junior subordinated indenture trustee must give to the holders of the capital securities notice of all uncured
and unwaived defaults by the issuer or the guarantor known to it. However, except in the case of default in payment, the junior subordinated
indenture trustee may withhold such notice if it determines that such withholding is in the interest of such holders.

If an event of default occurs in respect of any outstanding capital securities, the junior subordinated indenture trustee or the holders of at least
25% in principal amount of the outstanding capital securities may declare the principal amount, premium, if any and all unpaid and accrued
interest (other than foregone interest in case of certain events of bankruptcy, insolvency or receivership, whether voluntary or not) to be due and
payable immediately by written notice thereof to the issuer and the guarantor, and to the junior subordinated indenture trustee if given by the
holders of the capital securities, subject to the terms of the junior subordinated indenture. However, the payment of principal, premium, if any,
and interest on the capital securities and the subordinated guarantees will remain subordinated in right of payment to the extent provided in the
junior subordinated indenture. In addition, at any time after such a declaration of acceleration but before a judgment or decree for payment of the
money due has been obtained, the holders of a majority in principal amount of the capital securities may, subject to specified conditions, rescind
and annul such acceleration if all events of default, other than the non-payment of accelerated principal, or premium, if any, or interest on the
capital securities have been cured or waived as provided in the junior subordinated indenture. See =~ Modification, Waiver, Meetings and
Voting Waiver of Default in this prospectus supplement.

Satisfaction, Discharge and Defeasance

The defeasance, satisfaction and discharge provisions of the junior subordinated indenture will apply to the capital securities. You should refer to
the description of these provisions under Description of the Assured Guaranty US Holdings Debt Securities and Assured Guaranty
Guarantee Discharge, Defeasance and Covenant Defeasance in the accompanying prospectus.

Defeasance of Certain Covenants

The junior subordinated indenture provides that the issuer may elect to defease certain covenants with respect to any debt securities, including
the capital securities offered by this prospectus supplement from the date hereof. Such defeasance will take effect when the issuer deposits, in
trust for the benefit of the holders of such capital securities, money or U.S. government obligations, or both, which, through the payment of
principal and interest in accordance with their terms, will provide money in an amount sufficient to pay and discharge the entire amount of
principal and interest on such capital securities in accordance with their terms. Such defeasance may occur only if, among other things, the issuer
has delivered to the junior subordinated indenture trustee an opinion of counsel stating that holders of the capital securities will not recognize
gain or loss for U.S. federal income tax purposes as a result of such deposit and defeasance and will be subject to U.S. federal income tax on the
same amount, in the same manner and at the same times as would have been the case if such deposit and defeasance were not to occur. In the
event the issuer exercises this option with respect to any capital securities and such capital securities are declared due and payable because of the
occurrence of any event of default, the amount of money and U.S. government obligations so deposited in trust will be sufficient to pay amounts
due on such capital securities at their maturity but may not be sufficient to pay amounts due on the capital securities upon any acceleration
resulting from such event of default. In such case, the issuer and the guarantor will remain liable for such payments.
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Modification, Waiver, Meetings and Voting
Modification of Junior Subordinated Indenture

The modification provisions of the junior subordinated indenture will apply to the capital securities. You should refer to the description of these
provisions under Description of the Assured Guaranty US Holdings Debt Securities and Assured Guaranty Guarantee Modification and Waiver
in the accompanying prospectus.

Waiver of Default

The holders of not less than a majority in aggregate principal amount of the capital securities then outstanding may, on behalf of the holders of
all capital securities, waive any past default under the junior subordinated indenture except a default in the payment of principal, premium, if
any, or any interest on the capital securities and a default in respect of a covenant or provision of the junior subordinated indenture which cannot
be modified or amended without the consent of each holder of the capital securities then outstanding.

Governing Law

The junior subordinated indenture and the capital securities will be governed by, and construed in accordance with, the laws of the State of New
York.

Book-Entry System

Upon issuance, the capital securities will be represented by one or more fully registered global certificates, each of which we refer to as a global
security. Each such global security will be deposited with, or on behalf of, DTC and registered in the name of DTC or a nominee thereof. Initial
settlement for the capital securities will be made in immediately available funds. Secondary market trading between DTC participants will occur
in the ordinary way in accordance with DTC s rules and will be settled in immediately available funds using DTC s Same-Day Funds Settlement
System. No assurance can be given as to the effect, if any, of settlement in immediately available funds on trading activity in the capital

securities. Unless and until it is exchanged in whole or in part for capital securities in definitive form, no global security may be transferred
except as a whole by DTC to a nominee of DTC or by a nominee of DTC to DTC or another nominee of DTC or by DTC or any such nominee

to a successor of DTC or a nominee of such successor.

Beneficial interests in the capital securities will be represented through book-entry accounts of financial institutions acting on behalf of

beneficial owners as direct and indirect participants in DTC. Investors may elect to hold interests in the capital securities held by DTC through
Clearstream, Luxembourg or Euroclear Bank S.A./N.V., as operator of the Euroclear System, the ( Euroclear operator ), if they are participants in
such systems or indirectly through organizations that are participants in such systems. Clearstream, Luxembourg and the Euroclear operator will
hold interests on behalf of their participants through customers securities accounts in Clearstream, Luxembourg s and the Euroclear operator s
names on the books of their respective depositaries, which in turn will hold such interests in customers securities accounts in the depositaries
names on the books of DTC.

So long as DTC, or its nominee, is a registered owner of a capital security, DTC or its nominee, as the case may be, will be considered the sole
owner or holder of the capital securities represented by such capital security for all purposes under the junior subordinated indenture. Except as
provided below, the actual owners of the capital securities represented by a capital security (the beneficial owner ) will not be entitled to have the
capital securities represented by such capital security registered in their names, will not receive or be entitled to receive physical delivery of the
capital securities in definitive form and will not be considered the owners or holders thereof under the junior subordinated indenture.
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Accordingly, each person owning a beneficial interest in a capital security must rely on the procedures of DTC and, if such person is not a
participant of DTC (a participant ), on the procedures of the participant through which such person owns its interest, to exercise any rights of a
holder under the junior subordinated indenture. We understand that under existing industry practices, in the event that the issuer requests any
action of holders of the capital securities or that an owner of a beneficial interest that a holder is entitled to give or take under the junior
subordinated indenture, DTC would authorize the participants holding the relevant beneficial interests to give or take such action, and such
participants would authorize beneficial owners owning through such participants to give or take such action or would otherwise act upon the
instructions of beneficial owners. Conveyance of notices and other communications by DTC to participants, by participants to indirect
participants, as defined below, and by participants and indirect participants to beneficial owners will be governed by arrangements among them,
subject to any statutory or regulatory requirements as may be in effect from time to time.

The following is based on information furnished by DTC:

DTC will act as securities depositary for the capital securities. Offered securities will be issued as fully registered securities registered in the
name of Cede & Co. (DTC s partnership nominee). One or more fully registered global securities will be issued for the capital securities in the
aggregate principal amount of such issue, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a banking organization within the meaning of the New
York Banking Law, a member of the Federal Reserve System, a clearing corporation within the meaning of the New York Uniform Commercial
Code, and a clearing agency registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as amended. DTC
holds securities that its participants deposit with DTC. DTC also facilitates the settlement among participants of securities transactions, such as
transfers and pledges, in deposited securities through electronic computerized book-entry changes in participants accounts, thereby eliminating
the need for physical movement of securities certificates. Direct participants of DTC ( direct participants ) include securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations. DTC is owned by a number of its direct participants and by The

New York Stock Exchange, Inc., the American Stock Exchange, Inc., and the NASD. Access to DTC s system is also available to others such as
securities brokers and dealers, banks and trust companies that clear through or maintain a custodial relationship with a direct participant, either
directly or indirectly ( indirect participants ). The rules applicable to DTC and its participants are on file with the SEC.

Purchases of the capital securities under DTC s system must be made by or through direct participants, which will receive a credit for the capital
securities on DTC s records. The ownership interest of each beneficial owner is in turn to be recorded on the records of direct participants and
indirect participants. Beneficial owners will not receive written confirmation from DTC of their purchase, but beneficial owners are expected to
receive written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the direct participants or
indirect participants through which such beneficial owner entered into the transaction. Transfers of ownership interests in the capital securities
are to be accomplished by entries made on the books of participants acting on behalf of beneficial owners. Beneficial owners will not receive
certificates representing their ownership interests in the capital securities, except in the limited circumstances that may be provided in the junior
subordinated indenture.

To facilitate subsequent transfers, all capital securities deposited with DTC are registered in the name of DTC s partnership nominee, Cede & Co.
The deposit of the capital securities with DTC and their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC
has no knowledge of the actual beneficial owners of the capital securities. DTC s records reflect only the identity of the direct participants to
whose accounts such securities are credited, which may or may not be the beneficial owners. The participants will remain responsible for

keeping account of their holdings on behalf of their customers.
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Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect participants, and by direct
participants and indirect participants to beneficial owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

Neither DTC nor Cede & Co. will consent or vote with respect to the capital securities. Under its usual procedures, DTC mails an Omnibus
Proxy to the issuer as soon as possible after the applicable record date. The Omnibus Proxy assigns Cede & Co. s consenting or voting rights to
those direct participants to whose accounts securities are credited on the applicable record date (identified in a listing attached to the Omnibus
Proxy).

Payments on the capital securities will be made in immediately available funds to DTC. DTC s practice is to credit direct participants accounts on
the applicable payment date in accordance with their respective holdings shown on DTC s records unless DTC has reason to believe that it will

not receive payment on such date. Payments by participants to beneficial owners will be governed by standing instructions and customary

practices, as is the case with securities held for the accounts of customers in bearer form or registered in  street name, and will be the
responsibility of such participant and not of DTC, the trustee or the issuer, subject to any statutory or regulatory requirements as may be in effect
from time to time. Any payment due to DTC on behalf of beneficial owners is the responsibility of the issuer or the applicable agent,

disbursement of such payments to direct participants shall be the responsibility of DTC, and disbursement of such payments to the beneficial
owners shall be the responsibility of direct participants and indirect participants.

DTC may discontinue providing its services as securities depositary with respect to the capital securities at any time by giving reasonable notice
to the issuer or the applicable agent. Under such circumstances, in the event that a successor securities depositary is not obtained, offered
security certificates are required to be printed and delivered. The issuer may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depositary). In that event, offered security certificates will be printed and delivered.

Clearstream, Luxembourg advises that it is incorporated under the laws of Luxembourg as a professional depositary. Clearstream, Luxembourg
holds securities for its participating organizations ( Clearstream, Luxembourg participants ) and facilitates the clearance and settlement of
securities transactions between Clearstream, Luxembourg participants through electronic book-entry changes in accounts of Clearstream,
Luxembourg participants, thereby eliminating the need for physical movement of certificates and any risk from lack of simultaneous transfers of
securities and cash. Clearstream, Luxembourg provides to Clearstream, Luxembourg participants, among other things, services for safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending and borrowing. Clearstream, Luxembourg
interfaces with domestic markets in several countries. As a professional depositary, Clearstream, Luxembourg is subject to regulation by the
Luxembourg Monetary Institute.

Clearstream, Luxembourg participants are recognized financial institutions around the world, including underwriters, securities brokers and
dealers, trust companies, clearing corporations and certain other organizations and may include the underwriters. Indirect access to Clearstream,
Luxembourg is also available to others, such as banks, brokers, dealers and trust companies that clear through or maintain a custodial
relationship with a Clearstream, Luxembourg participant, either directly or indirectly.

Distributions with respect to the capital securities held beneficially through Clearstream, Luxembourg will be credited to cash accounts of
Clearstream, Luxembourg participants in accordance with its rules and procedures, to the extent received by the U.S. depositary for Clearstream,
Luxembourg.

Euroclear advises that it was created in 1968 to hold securities for its participants ( Euroclear participants ) and to clear and settle transactions
between Euroclear participants through simultaneous
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electronic book-entry delivery against payment, thereby eliminating the need for physical movement of certificates and any risk from lack of
simultaneous transfers of securities and cash. Euroclear includes various other services, including securities lending and borrowing and
interfaces with domestic markets in several countries. Euroclear is owned by Euroclear Clearance System Public Limited Company and operated
through a license agreement by the Euroclear operator.

Euroclear participants include banks (including central banks), securities brokers and dealers and other professional financial intermediaries and
may include the underwriters or agents for the capital securities. Indirect access to Euroclear is also available to others that clear through or
maintain a custodial relationship with a Euroclear participant, either directly or indirectly.

The Euroclear operator is regulated and examined by the Belgian Banking and Finance Commission and the National Bank of Belgium.
Securities clearance accounts and cash accounts with the Euroclear operator are governed by the Terms and Conditions Governing Use of
Euroclear and the related Operating Procedures of Euroclear and applicable Belgian law (collectively, the Terms and Conditions ). The Terms
and Conditions govern transfers of securities and cash within Euroclear, withdrawals of securities and cash from Euroclear and receipts of
payments with respect to securities in Euroclear. All securities in Euroclear are held on a fungible basis without attribution of specific
certificates to specific securities clearance accounts. The Euroclear operator acts under the Terms and Conditions only on behalf of Euroclear
participants, and has no record of or relationship with persons holding securities through Euroclear participants.

Distributions with respect to the capital securities held beneficially through Euroclear will be credited to the cash accounts of Euroclear
participants in accordance with the Terms and Conditions, to the extent received by the U.S. depositary for Euroclear.

Global Clearance and Settlement Procedures

Initial settlement for the capital securities will be made in immediately available funds. Secondary market trading between DTC participants will
occur in the ordinary way in accordance with DTC s rules and will be settled in immediately available funds using DTC s Same-Day Funds
Settlement System. If and to the extent this prospectus supplement with respect to any of the capital securities indicates that investors may elect
to hold interests in the capital securities through Clearstream, Luxembourg or Euroclear, secondary market trading between Clearstream,
Luxembourg participants and/or Euroclear participants will occur in the ordinary way in accordance with the applicable rules and operating
procedures of Clearstream, Luxembourg and Euroclear and will be settled using the procedures applicable to conventional Eurobonds in
immediately available funds. No assurance can be given as to the effect, if any, of settlement in immediately available funds on trading activity
in the capital securities.

Cross-market transfers between persons holding capital securities directly or indirectly through DTC, on the one hand, and holding capital
securities directly or indirectly through Clearstream, Luxembourg or Euroclear participants, on the other, will be effected in DTC in accordance
with DTC rules on behalf of Clearstream, Luxembourg or Euroclear, as the case may be, by its U.S. depositary; however, such cross-market
transactions will require delivery of instruction to the relevant European international clearing system by the counterparty in such system in
accordance with its rules and procedures and within its established deadlines (European time). Clearstream, Luxembourg or Euroclear, as the
case may be, will, if the transaction meets its settlement requirements, deliver to its U.S. depositary instructions to take action to effect final
settlement on its behalf by delivering or receiving the capital securities in DTC, and making or receiving payment in accordance with normal
procedures for same-day funds settlement applicable to DTC. Clearstream, Luxembourg participants and Euroclear participants may not deliver
instructions directly to DTC.
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Because of time-zone differences, credits of the capital securities received in Clearstream, Luxembourg or Euroclear as a result of a transaction
with a DTC participant will be made during subsequent securities settlement processing and will be credited the business day following the DTC
settlement date. Such credits or any transactions in the capital securities settled during such processing will be reported to the relevant
Clearstream, Luxembourg or Euroclear participants on such business day. Cash received in Clearstream, Luxembourg or Euroclear as a result of
sales of the capital securities by or through a Clearstream, Luxembourg participant or a Euroclear participant to a DTC participant will be
received with value on DTC settlement date but will be available in the relevant Clearstream, Luxembourg or Euroclear case account only as of
the business day following settlement in DTC.

Although DTC, Clearstream, Luxembourg and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of the capital
securities among participants of DTC, Clearstream, Luxembourg and Euroclear, they are under no obligation to perform or continue to perform
such procedures and such procedures may be discontinued at any time.

About the Trustee

The Bank of New York is the junior subordinated indenture trustee and will be the principal paying agent and registrar for the capital securities.

The trustee may resign or be removed with respect to one or more series of debt securities under the junior subordinated indenture, and a
successor trustee may be appointed to act with respect to such series.

Miscellaneous

The issuer will have the right at all times to assign any of its respective rights or obligations under the junior subordinated indenture to a direct or
indirect wholly-owned subsidiary of the issuer; provided that, in the event of any such assignment, the issuer will remain liable for all of its
respective obligations. Subject to the foregoing, the junior subordinated indenture will be binding upon and inure to the benefit of the parties
thereto and their respective successors and assigns. The junior subordinated indenture provides that it may not otherwise be assigned by the
parties thereto.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

In the opinion of Mayer, Brown, Rowe & Maw LLP, special tax counsel to us, the following summary of the material U.S. federal income tax
consequences of the purchase, ownership and disposition of the capital securities is accurate in all material respects.

The following is a general discussion of the material U.S. federal income tax considerations relating to the purchase, ownership and disposition
of the capital securities. Except where noted, this discussion only applies to capital securities that are held as capital assets by holders who
purchase the capital securities upon their original issuance at their initial offering price. This discussion does not describe all of the material tax
considerations that may be relevant to holders in light of their particular circumstances or to holders subject to special rules, such as certain
financial institutions, insurance companies, tax-exempt entities, certain former citizens or residents of the United States, dealers and certain
traders in securities, persons holding the capital securities as part of a hedge, straddle or other integrated transaction or persons whose functional
currency is not the U.S. dollar. In addition, this discussion does not address the effect of any state, local, foreign or other tax laws or any U.S.
federal estate, gift or alternative minimum tax considerations. This discussion is based on the Internal Revenue Code of 1986, as amended (the

Code ), administrative pronouncements, judicial decisions and final, temporary and proposed Treasury regulations, all as in effect on the date
hereof, and all of which are subject to change or differing interpretations, possibly with retroactive effect, so as to result in U.S. federal income
tax consequences different from those discussed below.

As used in this prospectus supplement, the term U.S. Holder means a beneficial owner of a capital security that is for U.S. federal income tax
purposes:

e an individual citizen or resident of the United States;

e acorporation (or other entity taxable as a corporation) created or organized in or under the laws of the United
States, any state thereof or the District of Columbia;

e an estate the income of which is subject to U.S. federal income taxation regardless of its source; or

e atrust with respect to which (i) a court within the United States is able to exercise primary supervision over its
administration and one or more U.S. persons have the authority to control all of its substantial decisions, or (ii) a valid
election is in effect under applicable Treasury regulations to be treated as a U.S. person.

The term Non-U.S. Holder means a beneficial owner of a capital security that is not a U.S. Holder or a partnership (or other entity treated as a
partnership for U.S. federal income tax purposes).

If a partnership (or other entity treated as a partnership for U.S. federal income tax purposes) holds capital securities, the tax treatment of the
partnership and its partners will generally depend on the status of the partner and the activities of the partnership and its partners. If you are a
partner in a partnership (or other entity that is treated as a partnership for U.S. federal income tax purposes), you should consult your own tax
advisors regarding the U.S. federal income tax considerations of the purchase, ownership and disposition of capital securities.

Persons considering the purchase of capital securities should consult their own tax advisors regarding the U.S. federal income tax considerations
relating to the purchase, ownership and disposition of capital securities in light of their particular circumstances, as well as the effect of any
state, local, foreign or other tax laws.
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Classification of the Capital Securities

The determination of whether a security should be classified as indebtedness or equity for U.S. federal income tax purposes requires a judgment
based on all relevant facts and circumstances. There is no statutory, judicial or administrative authority that directly addresses the U.S. federal
income tax treatment of securities similar to the capital securities, and no rulings have been sought or are expected to be sought from the Internal
Revenue Service (the IRS ). In connection with the issuance of the capital securities, Mayer, Brown, Rowe & Maw LLP, our special tax counsel,
will provide us with its opinion generally to the effect that, although the matter is not free from doubt, under then current law and assuming full
compliance with the terms of the junior subordinated indenture and other relevant documents, and based on the facts and assumptions contained
in such opinion, the capital securities will be treated as indebtedness for U.S. federal income tax purposes. Such opinion is not binding on the
IRS or any court, and there can be no assurance that the IRS or a court will agree with such opinion. If the IRS were to challenge successfully
the classification of the capital securities as indebtedness, interest payments on the capital securities would be treated for such purposes as
dividends to the extent of our current or accumulated earnings and profits. In the case of Non-U.S. Holders, distributions treated as dividends
would be subject to withholding of U.S. federal income tax, except to the extent provided by an applicable income tax treaty.

We agree, and by acquiring a capital security each holder of a capital security will agree, to treat the capital securities as indebtedness for U.S.
federal income tax purposes. The remainder of this discussion assumes the capital securities will be respected as indebtedness for U.S. federal
income tax purposes.

U.S. Holders
Interest Income and Original Issue Discount

Under applicable Treasury regulations, the possibility that interest on the capital securities might be deferred could result in the capital securities
being treated as issued with original issue discount ( OID ), notwithstanding that the capital securities are issued at par, unless the likelihood of
such deferral is remote. We believe that the likelihood of interest deferral on the capital securities is remote within the meaning of the Treasury
regulations and therefore that the possibility of such deferral will not result in the capital securities being treated as issued with OID. Based on
the foregoing, we believe that, although the matter is not free from doubt, the capital securities will not be considered to be issued with OID.
Accordingly, interest paid on the capital securities will be taxable to a U.S. Holder as ordinary interest income at the time it accrues or is
received in accordance with such U.S. Holder s method of accounting for U.S. federal income tax purposes.

However, there can be no assurance that the IRS or a court will agree with this position. If the possibility of interest deferral were determined not
to be remote, the capital securities would be treated as issued with OID at the time of issuance and all stated interest would be treated as OID. In
such case, a U.S. Holder would be required to include stated interest in income as it accrues, regardless of its method of accounting, using a
constant yield method, and actual cash payments of interest on the capital securities would not be reported as taxable income.

Further, during any deferral period, the capital securities will be treated as issued with OID at the time of such deferral and all stated interest due
after such deferral will be treated as OID. Consequently, a U.S. Holder of capital securities would be required to include OID in its gross income
in the manner described above even though we would not make any actual cash payments during a deferral period.

Sale, Exchange, Redemption or Retirement of the Capital Securities

Upon the sale, exchange, redemption or retirement of a capital security, a U.S. Holder will generally recognize gain or loss equal to the
difference between the amount realized (less any accrued interest not
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previously included in the U.S. Holder s income, which will be taxable as ordinary income) on the sale, exchange, redemption or retirement and
such U.S. Holder s adjusted tax basis in the capital security. Assuming that we do not exercise our option to defer payment of interest on the
capital securities and that the capital securities are not deemed to be issued with OID, a U.S. Holder s adjusted tax basis in the capital securities
generally will be its initial purchase price. If the capital securities are deemed to be issued with OID, a U.S. Holder s tax basis in the capital
securities generally will be its initial purchase price, increased by OID previously includible in that U.S. Holder s gross income to the date of
disposition and decreased by payments received on the capital securities since and including the date that the capital securities were deemed to
be issued with OID. That gain or loss generally will be capital gain or loss and generally will be long-term capital gain or loss if the capital
securities have been held for more than one year. A U.S. Holder that is an individual is generally entitled to preferential treatment for net
long-term capital gains. The ability of a U.S. Holder to deduct capital losses is limited.

Information Reporting and Backup Withholding

Information reporting requirements generally apply in connection with payments on the capital securities to, and the proceeds from a sale or
other disposition of the capital securities by, non-corporate U.S. Holders. A U.S. Holder will be subject to backup withholding tax on these
payments if the U.S. Holder fails to provide its taxpayer identification number to the paying agent and comply with certain certification
procedures or otherwise establish an exemption from backup withholding. Any backup withholding from a payment to a U.S. Holder will be
allowed as a credit against such U.S. Holder s U.S. federal income tax liability and may entitle such U.S. Holder to a refund, provided that the
required information is timely furnished to the IRS.

Non-U.S. Holders

Although not free from doubt, no withholding of U.S. federal income tax will apply to a payment on a capital security to a Non-U.S. Holder
under the Portfolio Interest Exemption, provided that:

e such payment is not effectively connected with the Non-U.S. Holder s conduct of a trade or business in the United
States (or, if certain income tax treaties apply, such payment is not attributable to a permanent establishment
maintained by the Non-U.S. Holder within the United States);

e the Non-U.S. Holder does not actually or constructively own 10 percent or more of the total combined voting
power of all classes of our stock entitled to vote;

e the Non-U.S. Holder is not a controlled foreign corporation that is related directly or constructively to us through
stock ownership; and

e the Non-U.S. Holder provides the withholding agent, in accordance with specified procedures, with a statement to
the effect that such holder is not a U.S. person (generally through the provision of a properly executed IRS
Form W-8BEN).

If a Non-U.S. Holder cannot satisfy the requirements of the Portfolio Interest Exemption described above, payments of interest on the capital
securities (including payments in respect of OID, if any, on the capital securities) made to such Non-U.S. Holder will be subject to a 30 percent
U.S. federal withholding tax, unless that holder provides the withholding agent with a properly executed statement (i) claiming an exemption
from or reduction of withholding tax under an applicable income tax treaty; or (ii) stating that the payment on the capital securities is not subject
to withholding tax because it is effectively connected with that holder s conduct of a trade or business in the United States.

If a Non-U.S. Holder is engaged in a trade or business in the United States and the interest on the capital securities is effectively connected with
the conduct of that trade or business (and, if certain income tax treaties apply, is attributable to a permanent establishment maintained by the
U.S. Holder within the

S-46

51



Edgar Filing: ASSURED GUARANTY LTD - Form 424B2

United States), that Non-U.S. Holder will be subject to U.S. federal income tax on the interest on a net income basis in the same manner as if
that Non-U.S. Holder were a U.S. Holder. In addition, a Non-U.S. Holder that is a foreign corporation that is engaged in a trade or business in
the United States may be subject to a 30 percent (or, if certain income tax treaties apply, lower rates as provided) branch profits tax.

Any gain realized by a Non-U.S. Holder on the sale, exchange, redemption or retirement of a capital security generally will not be subject to
U.S. federal income tax unless:

e such gain is effectively connected with the Non-U.S. Holder s conduct of a trade or business in the United States
(and, if certain income tax treaties apply, is attributable to a permanent establishment maintained by the Non-U.S.
Holder within the United States); or

e the Non-U.S. Holder is an individual who is present in the United States for 183 days or more in the taxable year
of the disposition and certain other conditions are met.

In general, information reporting and backup withholding will not apply to a payment of interest on a capital security to a Non-U.S. Holder, or to
proceeds from the disposition of a capital security by a Non-U.S. Holder, in each case, if the holder certifies under penalties of perjury that it is a
Non-U.S. Holder and neither we nor our paying agent has actual knowledge to the contrary. Any amounts withheld under the backup

withholding rules will be allowed as a credit against the Non-U.S. Holder s U.S. federal income tax liability and may entitle the Non-U.S. Holder
to a refund, provided the required information is timely furnished to the IRS. In general, if a capital security is not held through a qualified
intermediary, the amount of payments made on that capital security, the name and address of the beneficial owner and the amount, if any, of tax
withheld may be reported to the IRS.

THE U.S. FEDERAL INCOME TAX DISCUSSION SET FORTH ABOVE IS INCLUDED FOR GENERAL INFORMATION ONLY AND
MAY NOT BE APPLICABLE DEPENDING UPON A HOLDER S PARTICULAR SITUATION. HOLDERS SHOULD CONSULT THEIR
TAX ADVISORS REGARDING THE TAX CONSEQUENCES TO THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF
THE CAPITAL SECURITIES, INCLUDING THE TAX CONSEQUENCES UNDER STATE, LOCAL, FOREIGN AND OTHER TAX
LAWS.
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UNDERWRITING

Under the terms and subject to the conditions contained in an underwriting agreement dated December 13, 2006, the underwriters named below,
for whom Banc of America Securities LLC, Deutsche Bank Securities Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated are acting as
representatives, have severally agreed to purchase, and the issuer has agreed to sell to them, severally, the respective principal amount of the
capital securities set forth opposite their names below:

Principal amount

of capital
Underwriter securities
Banc of America Securities LLC $ 75,000,000
Deutsche Bank Securities Inc. 22,500,000
Merrill Lynch, Pierce, Fenner & Smith Incorporated 22,500,000
Citigroup Global Markets Inc. 10,000,000
J.P. Morgan Securities Inc. 10,000,000
Wachovia Capital Markets, LLC 10,000,000
Total $150,000,000

The underwriting agreement provides that the obligations of the several underwriters to pay for and accept delivery of the capital securities are
subject to the approval of certain legal matters by their counsel and to certain other conditions. The underwriters are obligated to take and pay
for all of the capital securities if any capital securities are taken.

The underwriters initially propose to offer part of the capital securities directly to the public at the public offering price set forth on the cover
page of this prospectus supplement and part to certain dealers at a price that represents a selling concession not in excess of 0.60% per capital
security. Any underwriter may allow, and dealers may reallow, a selling concession not in excess of 0.25% per capital security to certain other
dealers. After the initial offering of the capital securities, the offering price and other selling terms may from time to time be varied by the
representatives.

The issuer and the guarantor have agreed that without the prior consent of the representatives, they will not offer, sell, contract to sell or
otherwise dispose of any of debt securities or warrants to purchase or otherwise acquire debt securities, in each case issued or guaranteed by the
guarantor or any of its subsidiaries, including the issuer, substantially similar to the capital securities for a period from the date of this prospectus
supplement through the closing date, with the exception of commercial paper issued in the ordinary course of business.

The issuer estimates that it will spend approximately $300,000 for printing, rating agency, trustees and legal fees and other expenses allocable to
the offering.

The guarantor and the issuer have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act of
1933, as amended, or to contribute to payments the underwriters may be required to make in respect thereof.

The capital securities are a new issue of securities with no established trading market. The capital securities will not be listed on any securities
exchange or on any automated dealer quotation system. The underwriters may make a market in the capital securities after completion of the
offering, but will not be obligated to do so and may discontinue any market-making activities at any time without notice. No assurance can be
given as to the liquidity of the trading market for the capital securities or that an active public market for the capital securities will develop. If an
active public market for the capital securities does not develop, the market price and liquidity of the capital securities may be adversely affected.

In connection with this offering and in accordance with applicable law and industry practice, the underwriters may over-allot or effect
transactions that stabilize, maintain or otherwise affect the market price of the capital securities at levels above those that might otherwise
prevail in the open market,
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including by entering stabilizing bids, effecting syndicate covering transactions or imposing penalty bids, each of which is described below.

e A stabilizing bid means the placing of any bid, or the effecting of any purchase, for the purpose of pegging, fixing
or maintaining the price of a security.

e A syndicate covering transaction means the placing of any bid on behalf of the underwriting syndicate or the
effecting of any purchase to reduce a short position created in connection with the offering.

e A penalty bid means an arrangement that permits the underwriters to reclaim a selling concession from a
syndicate member in connection with the offering when capital securities originally sold by the syndicate member are
purchased in syndicate covering transactions.

It is expected that delivery of the capital securities will be made against payment therefor on or about the date specified in the last paragraph on
the cover page of this prospectus supplement, which will be the fifth business day following the date of the pricing of the capital securities.
Under Rule 15c6-1 of the Exchange Act, trades in the secondary market generally are required to settle in three business days, unless the parties
to