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Statement for September 30, 2011 of e AmMbac Assurance Corporation

ASSETS

Current Statement Date 4
1 2 3
Net Admitted December 31
Nonadmitted Assets Prior Year Net
Assets Assets (Cols. 1-2) Admitted Assets
1o BONGS...oeii e [ e 4,420,437,895 | ...ocovverriririnrninins e 4,420,437,895 |.......... 4,479,203,39%4
2. Stocks:
2.1 Prefermed STOCKS........c.iviiriiese s | s [ e | e 0 [ e
2.2 COMMON SLOCKS. ......evvrveiririciciee e | enseneins 181,853,642 [ ..coovverrineene 160,358 | ............ 181,693,284 | ............ 176,149,336
3. Mortgage loans on real estate:
31 FIESEBNS ...ttt | eretetet et et enetetsn e nnenenes | steteeneneenetessenennnrenenes | aeereteteene et nees [0
3.2 Other than firSt IENS.........covcviiiriiiccee e | e [ s | s [0
4. Real estate:
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES) ..o veeveeeeescsereseeeeseeesesessesesssesesesssssssssesssssessssesesesessssssssesssesssssssens | nesesesesessssssesesssssssnssnss | sesesesssssnssssesssssnssssnsnss | eeeesssesesssssnsnssesesanns [0
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES) ... vvvveveveveersisssesessssssssesesesesesssssesesssssessssssesesesesssssesesessssssssssssessssssssens | nosesesesessssssesesesessssssne | sesesesssssssssssssssssssssnses | voresssseesssssnsssssesass [0
4.3 Properties held for sale (less §.......... 0 €NCUMDIANCES).... .. cveceerierieiieiseeiseeiseeisias | e | e | e (U T
5.
6.
7.
8. Other iNVESIEA @SSELS........c..cvevrceciciciriiee s | e 12,544,936 | ...coocovvneen. 4,532,947 | oo 8,011,989 [ ..o 8,143,728
9. ReCeivables fOr SECUMHES. ..........cvviiiiiiirieeeeeceee s | e, 112,351,796 | .coovvvvneen. 99,605,079 | ...covvnee. 12,746,717 | oo 15,968,902
10.  Securities lending reinvested Collateral @SSOtS...........covriiirirriiiicereeereeieiniens | e [ v | e [0 RO
11.  Aggregate write-ins for invested @SSets...........cocovrriirrniceeecee s | e 523,255,251 | .ooovvvieciiiccn 0] i 523,255,251 | ............ 750,899,000
12.  Subtotals, cash and invested assets (LINES 110 11)....c.crrrnrirrnnnineeeenneeeeieseeneees | eeeeeieens 5,968,860,648 | ............ 104,298,384 |.......... 5,864,562,264 |.......... 5,942,983,883
13. Title plants less §.......... 0 charged off (for Title INSUFErs Only)..........ccovereernienienennienies [ e | s [0
14.  Investment income due and @CCTUB.............cvevevveeieieieeieeeceecee et ereeen | eevereenarens 37,286,319 | ..ovoveeereeeeeeceeees | e 37,286,319 | .............. 40,839,098
15. Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection.............coccceeees | veverricnicin. 371,403 [ .o 173,146 | e, 198,257 | .covevericinne 218,306
15.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled premiums)............cccrevrecvnee | cverenicnne 8,481,584 ..o 7,288 | o 8,474,296 | .............. 13,288,358
15.3 Accrued retroSPective PrEMIUMS...........covvveueueieieririririsieieeeeese st esesesesesssssseseses | nesessssessesenesssessssssesess | svseerenenesnnesssssiesenens | seereenenmnnnssseeenes [0 S
16. Reinsurance:
161. Amounts recoverable from FBINSUTETS...........cocueuerreeeieiiiiseeese e | eveeeneeens 6,856,610 [....cvviiviiiiiiiiins | e 6,856,610 | ................ 6,845,304
16.2 Funds held by or deposited with reinsured COMPANIES...........ccccevririieiennniieeines [ e [ | e (01
16.3 Other amounts receivable under reinSUrance CoNtracts............ccoveevcvinnienicniens Lo [ | (N R 23,642
17. Amounts receivable relating to UNINSUrEd PIANS...........coovviiiuiieiriniieieiessceisene s | e | v | e [0 RO
18.1 Current federal and foreign income tax recoverable and interest thereon............cccoeevviieie [ | | e [0
18.2 Net deferred tax @SSeL..........coviiiriiriiiciniccc s | s [ e | e 0 [eoriiireee
19.  Guaranty funds receivable Or ON AEPOSIL..........ccrviiiriuriririiieeeireeeee e | et [ rereeseieisese e | ceereirenee s [0
20. Electronic data processing equipment and SOftWare...........cccoevriiueureririreieisesrnesceeerenen [ rereeieieinnns 1,283,092 | .ooeveinnn 1,283,092 | oo [0
21.  Furniture and equipment, including health care delivery assets ($.......... 1) FURUROTOTURINIORY ISR 8,601,611 [ ..o 8,601,611 [ oo 0 [
22. Net adjustment in assets and liabilities due to foreign exchange rates...........ccocoevenicineens e | | e [0
23. Receivables from parent, subsidiaries and affiliates............ccccocecerrrieinsnnneeineirreeees [ v 1,834,808 | .o | oo, 1,834,808 | .coovovevee 1,025,013
24. Health care (§.......... 0) and other amounts reCEIVADIE.............ocoveeriierinceieienceeens e | | e [0
25.  Aggregate write-ins for other than invested asSets........cocovvvererrceesrreesrnereeeens | e 4,643,089 | ................ 4,548,430 | ...cccovvienn 94,639 |..covvvern 94,623
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 12 through 25)..........ccvvviriniiinininieeeeeeeeseisessesissiessenenns e 6,038,219,144 | ............ 118,911,951 |.......... 5,919,307,193 |.......... 6,005,318,227
27. From Separate Accounts, Segregated Accounts and Protected Cell Accounts...........ccoevvree | rieenneee 1,980,878,084 | .............. 17,199,623 |.......... 1,963,678,461 |.......... 1,934,716,408
28. Total (LINES 26 @NA 27)......c.civiiiiiiiiriieiee e [ s 8,019,097,228 | ............ 136,111,574 |.......... 7,882,985,654 |......... 7,940,034,635
DETAILS OF WRITE-INS
1101. Inter-company loans with affiliates. ... | e 285,973,251 | .o | v 285,973,251 | .o 511,299,000
1102. Secured Inter-company loans with affiliates..........cccoervririiininiciceseeeeens | e 237,282,000 | ...oovvirereeerririniereens | e 237,282,000 | ............ 239,600,000
1103, e | e | e | e 0 [
1198. Summary of remaining write-ins for Line 11 from overflow page...........cccocvveeennnncinninns | v (V1 RO (01 IO (01 IO 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @DOVE).........oovvvvrvriririririrircririnienies | e, 523,255,251 | woovvevivie [ 523,255,251 | ............ 750,899,000
2507, Prepaid @SSEES........ciueieieiriircieieieieiee ettt nnnns | ereeeneieneaa 4518228 | ..o 4,518,228 | .o [0
2502, OthEr @SSELS......cuvrerercirciciei et | e 124,841 [ .o 30,202 .o 94,639 | .oovviriiiin. 94,623
2503, .ottt nnnes | ereineinennsinnenetnntensennens | nerneeneenessstensensensensenes | cereeeeen s (U [
2598. Summary of remaining write-ins for Line 25 from overflow page...........cccocovrniivivnnnies [ veeniencncnce 0 [ oo 0 [ oo (01 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 @DOVE)..........cccverrrrervrrererrrieirineenninnenes | coriiiiininnas 4,643,009 | ................ 4,548,430 | ...cccovevrnnn. 94,639 |..ccvoverernnn 94,623




Statement for September 30, 2011 of e AmMbac Assurance Corporation

LIABILITIES, SURPLUS AND OTHER FUNDS
1

Current Decen?ber 31
Statement Date Prior Year
1. Losses (current accident year $.....262,581,270)...........ccccovururrinriniininieieieeieieie sttt essessensens | sessesseseesnneeens 3,022,905,065 |.....cvvevrrriririnn 2,345,139,759
2. Reinsurance payable on paid [osses and [0SS adjuStMENt EXPENSES.........c.cvuririiiieieiiiiieieieiei e [ reeeiebessene bbb | ebetre ettt
3. LSS QAJUSIMENE EXPENSES. ... .uvuieieiireiieseieie ittt bbbt bbbttt b bttt ettt | et tseb bbbttt 131,895,612 |.ceoviciiicre 133,295,269
4. Commissions payable, contingent commissions and other Similar ChArges..........cooriiiiirrrninrceesreeeeees | et | ettt
5. Other expenses (excluding taxes, lICENSES AN fEES).........cuririiuririririiicieie et | sbebreseenee e neenees 31,919,108 | oo 38,627,794
6.  Taxes, licenses and fees (excluding federal and foreign iNCOME tAXES)........ceueurrririricieirirneeeieie st | erereieis e 3,932,532 [ oo 4,242,986
7.1 Current federal and foreign income taxes (including §.......... 0 on realized capital gains (I0SSES)).......ccueurvrerrmerrererirrineiee | cerereieerireeireerenes 95,000,000 | eeeeeveeeerenieeniriens 18,319,917
7.2 Net deferred taX HADIILY...........coiieeeeee ettt se s st s s esesens | nesetetetseneeseanteseenesnnetesesesneannntes | seetaeseteteeee et et ettt et n et a e s
8. Borrowed money $.....1,940,986,699 and interest thereon $.....22,518,442............cccoovevevreurereieeeesisisie e eessssssseses | v 1,963,505,141 |..cceveeerrnnnne 1,934,537,313
9. Unearned premiums (after deducting unearned premiums for ceded reinsurance of $.....116,260,672 and including
warranty reserves of .......... ) TSP TTTRSUSRTTRRUPI DTSRRI 1,769,920,580 |.....covvveverinnnne 1,929,321,995
10, AQVANCE PrEMIUM.......iieieieieiiiisetete ettt sttt ettt bbbttt sttt besene st ssnsssenesenenennns | sbebesenensnsnesssterenenenenens 627,254 | oo 1,320,827
11, Dividends declared and unpaid:
111 SHOCKNOIETS. ...ttt | rens et nsens | sere e
11,2 POICYNOIEIS ...ttt tnienes | neatietes st eb et snsnees | dent bbb
12. Ceded reinsurance premiums payable (net of ceding COMMISSIONS)..........ccuiririiriiiriniieieeee s | e 1,842,369 | oo 4,511,736
13. Funds held by company Under reiNSUrANCE trEALES. ............ceururiiiiircieieie ettt [ ebebsbne bbbttt bees | £rebebeb ettt bbb
14. Amounts withheld or retained by company for account 0f Others.............oeiriiii e [ s 179,690 | covvvvriciciririee 1,661,113
15, Remittances and items NOt @lIOCALEA..............ceuiiiiiiiiii s | et | et
16. ProviSion fOr FEINSUANGCE...........c.cuuiiiiiiiciicic e | srbebiee e 1,080,000 | ..cvvevriierriieiriieiias 1,080,000
17.  Net adjustments in assets and liabilities due to foreign EXChange rALES.........ccviiiuiiririrneeerr e [ et | ettt
18, DraftS OUISANGING. ... e ettt e s b bbb £ b bbbt bebebebes | Hbebebaetsesebebe b et ne e b e be bttt esebebes | £rerebebetee ettt ettt nnee
19.  Payable to parent, subsidiaries and affiliates.............ccceriiirir e | s 324,078 [ oo 932,008
N 1= 117 (=TT TP OO ETTRTTSTST
21, Pay@ble fOr SECUMMIES. ... . ueveeeeiieeieieieieie ettt s et s et e e snaesssnnsnsesens | onesesesessansnsnsnsesnsnnns 7,405,266 | ..coooveeeeeeeieeeeeeeereeesee e
22, Payable fOr SECUMLIES IENGING. ... . urureriieeieieieiee ettt es et e st s eae e e ssesesese s seseseassssssnnesesesanns | nesetesesssnsssesnensssnssenssesesssnsnsnnses | 4eessesesnsnsssnsnssesesesasnssesssesesssnsnes
23.  Liability for amounts held under UNINSUMEA PIANS..........c..ccuiueuiiiiiiiiiciicieie s | nebes bbb ntsens | chntseb bbb
24.  Capital notes §.......... 0 and interest thereon §.......... 0ttt et eee ettt e e e et et et e e tetererereenerereteseseesesesesseseeererens | eerreeereereseneeteeeseseenereesestessnes | eereeeent et et et et et e e et et et et erenenenen
25.  Aggregate WIite-ins fOr ADIIHIES. ..........vvveveieieii et snnns | eresessnse et ersnneens 579,333,127 | .covviee, 500,123,737
26. Total liabilities excluding protected cell liabilities (Lines 1 through 25)...........ccviriminiinieirieicreneseesssennes | s 7,609,869,822 |...ccvvvvviinn 6,913,114,454
27, Protected Cell HADIITIES. ...........cocuiiiiciiccc s | e | s
28.  Total liabilities (LINES 26 @NG 27).........cciuiiiiriirrieieieiereieiee s | nneecs e 7,609,869,822 |....coooiriinnnnnn. 6,913,114,454
29.  Aggregate write-ins for SPECial SUMPIUS FUNDS.........c.oviiiiieiiiiiciic bbb |ttt 0 oo 0
30, COMMON CAPIHAI STOCK. ... cveveririiiiieieieieieee e bbb e b b bbb s e se s bbb et e e nes | sererereteren st st esene 82,000,000 | .oooveririieriien 82,000,000
31, Preferred Capital STOCK.........c.cvciiiiiiceee bbb nenens | seberereree et 26,411,000 [ .ooooeeiiee 26,411,000
32.  Aggregate write-ins for other than special SUMPIUS FUNAS..........c.coiiiiiiririicie et | rteb ettt s L0 OO 0
33, SUMPIUS NOLES...... ittt | ettt 2,000,000,000 |...ccvovrreenrininen. 2,000,000,000
34.  Gross paid in and CONHDULEA SUMPIUS.........c.curururiiiicieirieieie sttt senens | seneesebebeieesnneeees 3,546,364,289 |....cooiiiirine 3,549,510,339
35, UNASSIGNEA fUNAS (SUIPIUS).......cuiuieeeiiacieieieieie ettt eb bbb bbb s ebebenann | ntesnseneseeeennsaes (5,381,659,457) [ ....cvvveviccne (4,631,001,158)
36. Less treasury stock, at cost:
36.1 o 0.000 shares common (value included in Line 30 §.......... 0)- vttt | e | e
36.2 ... 0.000 shares preferred (value included in Line 31 §.......... 0)-trtertiertr e |t | s
37.  Surplus as regards policyholders (LINeS 29 10 35, 18SS 36)...........ceviuririiriiiriciriiineireeeei e snssens |t 273,115,832 | ..o 1,026,920,181
B T ' 1TSS FIRRTT BTSRRI 7,882,985,654 |......ccovvevevennnn 7,940,034,635
DETAILS OF WRITE-INS
2501. Mandatory contingency reserve for adverse losses..... 576,785,428 |.... ...495,326,774
2502. Deferred gain on purchase of securities from SUDSIAIAMY..........ccceeiviiiiieeicee e sesenens | ceereessssns e s 1,244,933 | oo 1,452,949
2503. Unapplied premium lADIIY. .........c.oeeeiiiiceeee ettt neseseseneesennns | sbeterereene sttt 46,684 | ..o 280,764
2598. Summary of remaining write-ins for Line 25 from overflow page. .
2599. Totals (Lines 2501 thru 2503 plus 2598) (LINE 25 @DOVE)..........c.vevivivirieiiiiriieiiiiesceieei ettt
2901.
2902. ...
2903.
2998.
2999. Totals (Lines 2901 thru 2903 plus 2998) (Line 29 above).
3201, b
3202, bbb
3203, s
3298. Summary of remaining write-ins for Line 32 from overflow page
3299. Totals (Lines 3201 thru 3203 plus 3298) (LINE 32 @DOVE)..........ccuierriviiiiiiieiiiisitisiitieistiss sttt et cescsees [0 0

Qo3




Statement for September 30, 2011 of e AmMbac Assurance Corporation

STATEMENT OF INCOME

1 2 3
Current Year Prior Year Prior Year Ended
to Date to Date December 31
UNDERWRITING INCOME
1. Premiums earned:
1.1 Direct.....cvuune (WIIEEN $.....117,072,807).....ccvuciriicieiicieie e | ereseisensens 282,678,136 |...c.con.... 404,612,008 |............. 531,002,431
1.2 Assumed........ (WHHEEN $.....108,155)......ovvuirriieiceei e | erineisnseneienes 463,593 | ............. 176,108,372 |.....o...... 176,786,256
1.3 Ceded............ (WHHEEN $.....8,778,561).....covuireircieieieite ettt | eeessceseieees 15,338,113 | .cvovvvinns 36,366,635 |............... 42,295,284
1.4 Net....ooovonnee (written $.....108,402,201)..........cuurmrirrieieiieiesieiess et | srseeieniens 267,803,616 |............. 544,353,745 | ............. 665,493,403
DEDUCTIONS:
2. Losses incurred (current accident year $.....262,647,281):
20 DIMECL. ..t | ereieis 617,960,016 | .......... 1,499,903,442 | .......... 1,651,718,605
............................................. (244,537,218)|.............(255,611,801)
................. 4,396,562 |...............11,614,858 |...............16,554,638
. ..613,563,454 .1,243,751,366 | ..........1,379,552,166
3. Loss adjustment €XPENSES INCUITEA. ..........veueurireriricieirieieireeeeieesiseseseseesesesesesesessssssesssessssssssssssesssesssnesesssssensenes | neserennnnnnenn 20,201,179 | i 268,172,178 | ............. 270,825,965
4. Other underwriting EXPENSES INCUME..........crururiiiiririerrireeieiesre e sesessse e sesesessssssssnssssssssssnnns | eennenennns0 1,235,290 [ 1viiiiiiinns 95,452,379 |......c..... 125,830,568
5. Aggregate write-ins for underwriting deduCtiONS............ccvveviriniieicece s | oo | 0
6. Total underwriting deductions (LiNeS 2 through 5)..........ccviverririienrniissssseesssissessssssssesssssssssssssesees | eeeennennnns 100,049,923 | .. 1,607,375,923
7. Net income of protected cells . (R TP PPPPPRON
8. Net underwriting gain (loss) (Line 1 minus Ling 6 + LiNE 7).........ccoviviininiininrcneeeenineeesneeenesneenneeens | voneennn (432,246,307) | ... (1,063,022,178)
INVESTMENT INCOME
9. Netinvestment iNnCOME BAME...........ccoocuiiiiiiiiiic s | e 208,448,230 |............. 201,729,336 |............. 252,752,552
10. Net realized capital gains (losses) less capital gains tax of §.......... 0t e (36,547,176)|............. (852,123,975)]............. (738,090,142)
11. Net investment gain (105S) (LINES 9 + 10).........cvvvrieriririeicssssee et | e 171,901,054 |............ (650,394,639)............ (485,337,590)
OTHER INCOME
12. Net gain or (loss) from agents' or premium balances charged off
(amount recovered §.......... 0 amount charged off §.......... 0): ettt
13. Finance and service charges not included in premiums. e .
14. Aggregate write-ins for MiSCEllanEOUS INCOME...........cvieuiiririiiicieiere e | cerenececes (316,179,232) | ............... 32,846,390 |............. 124,349,832
15. Total other income (LINES 12 through 14)..........cviiiiiiiiiiecee e | ereeneiies (316,179,232)|............... 32,846,390 |............. 124,349,832
16. Net income before dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Lines 8 + 11 + 15).... . .(576,524,485)] .........(1,680,570,427) | ...
17. Dividends t0 POlICYNOIAETS...........c.cucuiiiiiiciiiciic e | etntsisnsisn et | et
18. Net income after dividends to policyholders, after capital gains tax and before all other federal and
foreign income taxes (Line 16 MINUS LINE 17)........ooriririiiiceeee s | cenenennens (576,524,485) | ......... (1,680,570,427)
19. Federal and foreign income taxes incurred......... ....76,680,083 | .......ccoceee. 150,000 | ... ,
20. Netincome (Line 18 minus Line 19) (to Line 22) (653,204,568) | ......... (1,680,720,427)] ......... (1,471,903,054)
CAPITAL AND SURPLUS ACCOUNT
21. Surplus as regards policyholders, December 31 PriOr YEaT. ...t eeesnees | reeenniees 1,026,920,181 | ....cevnvee 801,868,685 |............. 801,868,685
22. NetinCOme (from LiNE 20).........ccvvreerereeereereeeeeisesisssesesssesseseesseseeseseessssssssssssessessesssssssssssssssssessssssssssessessessennes | sevseeneenes (653,204,568)| .........(1,680,720,427) | .........(1,471,903,054)
23. Net transfers (to) from Protected Cell acCouNts............ccovveerieirireirieirienne R (TP SR
24. Change in net unrealized capital gains or (losses) less capital gains tax of $.......... 0 [ (84,914,800) | ............(144,101,154) | ............ (88,807,417)
25. Change in net unrealized foreign exchange capital Gain (I0SS)..........cueueiriiiriiieieieee e | e | ceerneenseseersersennes | (10,501,689)
26. Change in net deferred INCOME tAX.........ovviririieicieicee ettt | oebesetss et nstenn [ eoneiennssennesennetennesesnnsens | cernetesnsee e nssesnnees
27. Change in nonadmitted assets........ 21,601,622 |.. .(138,304,642)
28. Change in provision for reinsurance e[ | [ 3,284,000
29. Change iN SUMPIUS NOES........cvucvvuiiiriiicieieieicee ettt | ereesnessnseisnnesnnsennnnennnne | cenneenn2,000,000,000 | oo 2,000,000,000
30. Surplus (contributed to) withdrawn from ProteCted CElIS...........ciriiriiiriiiieees s | e [ et | et
31. Cumulative effect of changes in aCCOUNtING PRINCIPIES........c.cvviriuiiriririeeeier e | et [ ererersnreneereersn e | cereneerees s
32. Capital changes:
32,1 PAIA IN..tie s | ettt | nerere et [ e
32.2 Transferred from Surplus (StOCK DIVIAEN).........c.cueuiiriiiieciciereeee et | ettt sesenenes | rerenteseie st | eeseeesse e eees
32.3 TranSfErmed t0 SUMPIUS. ......c.curueuiiiiicieieieirt ettt etttk et nn e s | cresesebebetneneesetebensnnnnnns | erebeunensnsserenensnnennnererens | certnenerereereneneeseteneenees
33. Surplus adjustments:

33.1 Paidin
33.2 Transferred to capital (Stock Dividend)..

....23,422,029

33.3 Transferred from CapItal...........cceriicieiei ettt | freeretete e ene ettt nnnns [ ereteteenennsere et senenenens | serr et es
34. Net remittances from or (10) HOME OffiCE........c.ouiriieieieiee ettt snees | rsneseseeeasenenesenssesesssnnns | erereesersnesnsesnesensnnnnsenens | sereneseseesesensnssseeseeenees
35. Dividends to stockholders...................... (817,203)
36. CHaNGE iN trEASUNY STOCK. ... . .cueuieeiicecieieieie ettt s et et e et eee s s e e nesens | eteenssesesnsssnssennsesesesnens | ceresnsnsnenennsnsnsnenenenneees [
37. Aggregate write-ins for gains and losses in surplus...................... e .(66,771,922)|.... ..(91,320,528)
38. Change in surplus as regards policyholders (Lines 22 through 37)...........cccvininiininnreseeseeessenes [, (753,804,349)| ............. 110,071,716 |............. 225,051,496
39. Surplus as regards policyholders, as of statement date (LInes 21 PIUS 38).......ccurvrrrreueerrririeenrrireereisisessereens | verereeeenens 273,115,832 | ..ocueuee. 911,940,401 |.......... 1,026,920,181
DETAILS OF WRITE-INS

0507, oottt ntnen | neestnsenns st entensentessenses | srsensereeeeneennensennsentenes | erstentensenr e

0502, ..ottt nsnen | netetnetnss st entensentassenses | srsessereeeensennennenntentenes | erntestenres e

0503, ..o

0598. Summary of remaining write-ins for Line 5 from overflow page. ol

0599. Totals (Lines 0501 thru 0503 plus 0598) (LINE 5 @DOVE)...........cuverrieiriiiiiiieiiise s

1401. Other MISCEIlAaNEOUS INCOME..........cuuiiuiiriiiiiiiieiieieie s | eseesseneinens 9,414,892 |................. 9,239,285 |.......c....... 14,185,910

1402. Estimated provision for uncollectible intercompany loan with affiliate.............cccooceriereriniinecneerens | e, (345,300,000) | v.cevvrvvennes (800,000) [ ...cvuvevnne 71,100,000

1403. Change in liabilities allocated to Ambac Assurance Corp Segregated ACCOUNL...........ovveruerrnireccinnineeeeeienens [ e 705,898,492 | .......... 3,250,674,264 | .......... 3,783,993,909

1498. Summary of remaining write-ins for Line 14 from overflow page ] .(686,192,616)] .........(3,226,267,159) | .........(3,744,929,987)

1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE)..........cvieieriiiiiiiiiiiiiieiirieiseseseiseseissessescssisnsnenenseens | cenneineins (316,179,232)|............... 32,846,390 |............. 124,349,832

3701. Mandatory contingency reserve for adverse 10SSes, NEt Of taX.........ocoucerrriiiiicni e | e (81,458,654)............ (116,959,498) | ............ (159,270,677)

3702. Change in Surplus of Ambac Assurance Corporation Segregated Account excluding non-admitted assets............. | cooeennne 38,504,406 |.......c.cou.. 50,187,576 |...ccccoovnen 67,950,149

3703. Cumulative effect of prior period error in correction of the liability for [0SSES.........ccviiiurirrriirerrccereees | 8,813,695

3798. Summary of remaining write-ins for Line 37 from overflow page .

3799. Totals (Lines 3701 thru 3703 plus 3798) (LINE 37 @DOVE)........c.ivierivririeriiiiiiiirinieieeiseeiseseseissessnseissessesnenens |enennennsis (34,140,553)].............. (66,771,922)].............. (91,320,528)
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Statement for September 30, 2011 of e AmMbac Assurance Corporation

CASH FLOW

Curre;t Year Prior2Year Prior Yegr Ended
to Date To Date December 31
CASH FROM OPERATIONS
1. Premiums collected net of reiNSUANCE.............cceiiiiiiriiicc s | e 109,799,937 | ........... 197,443,874 | ........... 250,067,866
2. NetinvestMent INCOME. ..o | ereieens 145,708,872 | ........... 132,639,914 | ........... 153,383,582
3. MiISCEllaNEOUS INCOME.........ouiiiiiiciicii bbb | cestnienniees 9,414,892 | ............. 9,239,285 | ............. 14,185,910
4. Total (Lines 1 through 3).... ..264,923,701 ..339,323,073 .417,637,358
5. Benefit and 10SS related PAYMENES...........ccuririiiieieie ettt | cerereienas (73,027,883) ............ (32,610,716) | ........... 143,139,387
6.  Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNtS...........couevrieeeririnieniens [ e [ [,
7. Commissions, expenses paid and aggregate write-ins for deduCtions............ccceeurienienccniencneneneeeens | e 105,790,434 | ........ 2,943,091,342 | ........ 2,761,529,389
8. Dividends paid t0 POICYNOIAETS. ..ottt eeen e sesens | reseseanessnenesnsernassnnnens | reresesernanenenennserntensens | eeererennsereeeenennnnnneneeas
9. Federal and foreign income taxes paid (recovered) net of §.......... 0 tax on capital gains (I0SS€S)......ccocvvewerreevens [eovrieniniiincinccin [ v (443,940,722)] .......... (443,940,722)
10.  Total (LINES 5 troUGN 9).......cvuveiiiiiiieee ettt sanssssannas | coeeeeneins 32,762,551 | ........ 2,466,539,904 | ........ 2,460,728,054
11. Net cash from operations (Line 4 minus Line 10) 232,161,150 | ....... (2,127,216,831) | ....... (2,043,090,696)
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
121 BONAS.....oveiiii e | e 494,726,157 | ........ 2,665,036,587 | ........ 2,804,131,231
122 SEOCKS. ..o | s | s |
12,3 MOMGAGE I0BNS........ceciiieii ettt nens | ehenne et erenen [ ereren e ens | e
124 R8I ESIALE. ... s | s | s | e
12.5 Other iNVested @SSELS..........ccoiiiiiiiiic 113,090 | .o 284,768
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments.... 184,780 .....190,293
12.7 MiISCElANEOUS PIOCEEAS.........ervviriectieieii ettt bbbttt b | eieeeiena 274,275,266 | ............. 57,684,286 | ............. 68,852,000
12.8 Total investment proceeds (LINES 12.1 10 12.7).....c.cviiniiiiriiseceie e | ereeeienas 770,349,434 | ........ 2,723,018,743 | ........ 2,873,458,292
13.  Cost of investments acquired (long-term only):
131 BONAS. ..ot | e 721,857,606 | ........... 754,927,889 | ........... 935,978,304
132 SHOCKS. ..t | rtes ettt nies | ettt nies | et
13.3° MOMGAGE 108NS.......ceveiiiiciicie bbbt | ettt nies | et nies | e
134 REAIESIALE. ... | et nies | et | e
13,5 Other INVESTEU @SSEES. ... eeeveeeeeeeeeeeeeeee e e e e e e e e e e e e e e e e e e seeeresesreseseeseesresresesesresssresssesnsreens | ereereseesresiesiesensiesrenies | orveresiesinans 5,561,637 | .oveeereeieeeeeeeeerennn
13.6  MisCellaneous appliCAtIONS............cvueueeriririeirieierieeee e sesesesssnnsnnnnes | ereeereneenns 74,706,348 | ............. 19,848,595 | ............... 2,521,822
13.7 Total investments acquired (LINES 13.110 13.6).....c.cueurririirrrrieees e snsenes | cereenennas 796,563,954 | ........... 780,338,121 | ........... 938,500,126
14.  Net increase (decrease) in contract 10ans and PremiUM NOLES............cviverirerrieeuiiiriirnieire s [ et | erreeerneennesenensennes | e
15. Net cash from investments (Line 12.8 minus Line 13.7 @and Line 14).........cccooerirninnieninnennieneesneeseseenns | e (26,214,520) ........ 1,942,680,622 | ........ 1,934,958,166
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUrpIUS NOtES, CAPILAI NOES.......cucvcveiciiiciciee et sssesesens | sbessssssesesesesnsssssseresess | eresesnssnsssesesesnssssnseness | sreresesessssnseresesesassnsens
16.2 Capital and paid in SUrplUs, €SS treaSUrY STOCK...........cceririiiicirecce s [ e | s 368,656 |......ccoverriiriiiiinnns
16.3 BOMTOWEA fUNGS........oiiiiiiiciiccc e | crriet et snnies | creies et einnies | et
16.4 Net deposits on deposit-type contracts and other insurance liabilities I .
16.5 Dividends t0 STOCKNOIAES...........c.cuiiiiiiiiicee s s | s 817,203 [ ..o 817,203
16.6  Other cash provided (APPHIEA)........c..cureiirirrieieieeiecce e e (149,025)| ............ (14,962,258)] .............. (3,786,827)
17. Net cash from financing and miscellaneous sources (Lines 16.1 through 16.4 minus Line 16.5 plus Line 16.6)....... [ ........c........ (149,025)] ............ (15,410,805)] .............. (4,604,030)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17)........cccceevee | rvveineeee 205,797,605 | .......... (199,947,014) ] .......... (112,736,559)
19. Cash, cash equivalents and short-term investments:
19.1 BEGINNING OF YEAT......vrirecieecicice et | eeneeeens 512,619,523 | ........... 625,356,082 | ........... 625,356,082
19.2 End of period (LIne 18 PIUS LINE 19.1).....ueuriiiieirieieeeee et ensssaennes | oeseeneeens 718,417,128 | ........... 425,409,068 | ........... 512,619,523
Note: Supplemental disclosures of cash flow information for non-cash transactions:
[ 20.0001 Issuance of surplus notes in connection with the settlement of insurance iabilities. ... . ... ooorossrsrrrrrrrreeeeees | I [ 2,000,000,000 | ........ 2,000,000,000 |
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Statement for September 30, 2011 of e AmMbac Assurance Corporation

NOTES TO FINANCIAL STATEMENTS

Note 1 - Summary of Significant Accounting Policies

a.

Accounting Practices

The accompanying financial statements of Ambac Assurance Corporation (the "Company" or "Ambac Assurance*) have been prepared on the
basis of accounting practices prescribed or permitted by the State of Wisconsin Office of the Commissioner of Insurance ("Wisconsin Insurance
Commissioner" or “OCI”).

The Wisconsin Insurance Commissioner recognizes only statutory accounting practices prescribed or permitted by the State of Wisconsin for
determining and reporting the financial condition and results of operations of an insurance company for determining its solvency under
Wisconsin Insurance Law. The National Association of Insurance Commissioners ("NAIC") Accounting Practices and Procedures manual
("NAIC SAP") has been adopted as a component of prescribed practices by the State of Wisconsin.

The Wisconsin Insurance Commissioner has prescribed an accounting practice that differs from NAIC SAP. Paragraph 7 of Statement of
Statutory Accounting Principles No. 60 “Financial Guaranty Insurance” (“SSAP 60”) allows for a deduction from loss reserves for the time
value of money by application of a discount rate equal to the average rate of return on the admitted assets of the financial guaranty insurer as of
the date of the computation of the reserve. The discount rate shall be adjusted at the end of each calendar year. Additionally, in accordance
with paragraph 7 of Statutory Accounting Principles No. 5 “Liabilities, Contingencies and Impairments of Assets”, Ambac Assurance records
probable losses on its subsidiaries credit derivative contracts, using a discount rate equal to the average rate of return on its admitted assets.
The Company’s average rates of return on its admitted assets at December 31, 2010 was 7.06%. The Wisconsin Insurance Commissioner has
directed the Company to utilize a prescribed discount rate of 5.10% for the purpose of discounting both its loss reserves and its estimated
impairment losses on subsidiary guarantees. Statutory surplus at September 30, 2011 and December 31, 2010 was lower by $76,988,690 and
$35,233,482, respectively, than if the Company had reported such amounts in accordance with NAIC SAP. Net income for the nine months
ended September 30, 2011 was lower by $41,755,208 and for the year ended December 31, 2010 was greater by $1,480,457,717, than if the
Company had reported such amounts in accordance with NAIC SAP.

The Wisconsin Insurance Commissioner has prescribed an additional accounting practice that differs from NAIC SAP. Paragraph 4 of
Statement of Statutory Accounting Principles No. 41 “Surplus Notes” (“SSAP 41”) states that proceeds received by the issuer of surplus notes
must be in the form of cash or other admitted assets having readily determinable values and liquidity satisfactory to the commissioner of the
state of domicile. Under statutory accounting principles as generally applied, surplus notes issued in conjunction with commutations or the
settlement of claims would be valued at zero upon issuance pursuant to paragraph 4, SSAP 41. The Wisconsin Insurance Commissioner has
directed the Company to record surplus notes issued in settlement of liabilities at full par value upon issuance as in these instances the surplus
notes do not represent a contribution of capital, but rather a distribution of value from the common and preferred shareholders of the Company.
The surplus notes issued have a claim against surplus senior to the preferred and common shareholders. Statutory surplus is not impacted as a
result of the prescribed practice as it is a reclassification from unassigned funds to surplus notes. Net income for the nine months ended
September 30, 2011 and for the year ended December 31, 2010 were lower by $0 and $2,000,000,000, respectively, than if the Company had
recorded the issuance of surplus notes in accordance with NAIC SAP.

The Wisconsin Insurance Commissioner has extended the preceding prescribed practice related to surplus notes to the evaluation of
other-than-temporary impairments for Ambac Assurance guaranteed securities held in the investment portfolio. Paragraph 35 of Statement of
Statutory Accounting Principles No. 43R “’Loan-backed and Structured Securities” states that when an other-than-temporary impairment has
occurred, the amount of the other-than-temporary impairment recognized as a realized loss shall equal the difference between the investment’s
amortized cost basis and the present value of cash flows expected to be collected, discounted at the loan-backed or structured security’s
effective interest rate. Under NAIC SAP, the present value of cash flows expected to be collected should include the fair value of surplus notes
received from Ambac Assurance, as required under the Segregated Account Rehabilitation Plan (as defined below). The Wisconsin Insurance
Commissioner has prescribed an accounting practice that differs from NAIC and has directed the Company to utilize par value rather than fair
value of these surplus notes in this computation. Statutory surplus at September 30, 2011 and December 31, 2010 is greater by $77,248,759
and $76,709,311 and net income for the nine months ended September 30, 2011 and for the year ended December 31, 2010 are greater by
$40,728,222 and $137,092,347, respectively, than if the present value of the cash flows expected to be collected included the surplus notes at
fair value in accordance with NAIC SAP.

Wisconsin accounting practices for changes to contingency reserves differ from NAIC SAP. Under NAIC SAP, contributions to and releases
from the contingency reserve are recorded via a direct charge or credit to surplus. Under section 3.08(7)(b) of the Wisconsin Administrative
Code, contributions to and releases from the contingency reserve are to be recorded through underwriting income. The Company received
permission of the Wisconsin Insurance Commissioner to record contributions to and releases from the contingency reserve and the related tax
and loss bond impact, in accordance with NAIC SAP. Statutory surplus is the same using each of these accounting practices. Net income for
the nine months ended September 30, 2011 and for the year ended December 31, 2010 is greater by $81,458,654 and $159,270,677,
respectively, than if the Company had reported the contributions to the contingency reserve in accordance with the Wisconsin Administrative
Code.

A reconciliation of the Company's net income and statutory surplus between practices prescribed and permitted by the Wisconsin Insurance
Commissioner and NAIC SAP is shown below:

September 30, December 31,
2011 2010
Net Loss, Per Quarterly Statement $ (653,204,568) $ (1,471,903,054)
Effect of Wisconsin Permitted Practice (81,458,654) (159,270,677)
Net Loss, Wisconsin Basis (734,663,222) (1,631,173,731)
Effect of Wisconsin Prescribed Practices 1,026,986 382,449,936
Effect of Wisconsin Permitted Practice 81,458,654 159,270,677
Net Loss, NAIC SAP $ (652,177,582) ¢ (1,089,453,118)
Statutory Surplus, Wisconsin Basis $ 273,115,832 $ 1,026,920,181
Effect of Wisconsin Prescribed Practices (260,069) (41,475,829)
Effect of Wisconsin Permitted Practice - -
Statutory Surplus, NAIC SAP $ 272,855,763 § __ 985,444,352
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Statement for September 30, 2011 of e AmMbac Assurance Corporation

NOTES TO FINANCIAL STATEMENTS

Note 2 - Accounting Changes and Corrections of Errors

During the quarter ended March 31, 2011, management discovered an error relating to calculation of the Company’s loss reserves. The error
resulted in the overstatement of Net Income for the year ended December 31, 2010 and Policyholder’s Surplus as of December 31, 2010 by
$6,820,999. The error was corrected in the Quarterly Statement for the period ended March 31, 2011, and was reported as a reduction to

surplus of $6,820,999.

During the quarter ended September 30, 2011, management discovered an error relating to calculation of the remediation credit component of
the Company’s loss reserves. The periods affected and the impacts to Policyholder’s Surplus and Net Income are detailed in the table below:

Cumulative Year-to-Date
Period Understatement of Understatement of
Policyholder’s Surplus Net Income
December 31, 2010 $3,206,429 $3,206,429
March 31, 2011 $12,045,571 $8,839,142
June 30, 2011 $15,634,694 $12,428,265

In the Quarterly Statement for the period ended September 30, 2011, the correction of this error was reported as an increase to surplus of

$15,634,694.

Note 3 - Business Combinations and Goodwill

No significant change from 2010 Notes to Financial Statements.

Note 4 - Discontinued Operations

No significant change from 2010 Notes to Financial Statements.

Note 5 - Investments

d. Loan-Backed Securities

i. The Company consistently uses the retrospective method to revalue loan-backed securities using current prepayment
assumptions. Prepayment assumptions for single class and multi-class loan-backed securities were obtained from publicly
available resources. During 2011, there were no changes in the methodology utilized by the Company to revalue loan-backed

securities.

—
=

i. During 2011, the Company recognized other-than-temporary impairment losses (“OTTI losses”) on certain loan-backed

securities where the present value of cash flows expected to be collected were less than the amortized cost basis of the
securities. For the loan-backed securities still held at September 30, 2011, the total amortized cost immediately prior to the
recognition of OTTI losses, the OTTI losses recognized during the nine months ended September 30, 2011, and the fair value
of these securities at the time OTTI losses were recognized are as follows:

Aggregate of all loan-backed securities for
which OTTI losses were recognized during
2011 that were classified as “Intent to Sell”

Aggregate of all loan-backed securities for
which OTTTI losses were recognized during
2011 that were classified as “Intent & Ability to
Hold to Maturity”

Aggregate of all loan-backed securities for

which OTTI losses were recognized during
2011 due to the present value of cash flows
expected to be collected were less than the
amortized cost basis of the security

Amortized Cost
Basis — Immediately
Prior to Recognition

OTTI Losses Recognized

during nine months
ended September 30,

Fair Value at the
time OTTI
Losses were

of OTTI Losses 2011 recognized”
$ - $ - $ -
$249,388,672 $36,941,352 $212,447,320

(1) Fair value of these loan-backed securities at September 30, 2011, based primarily on SVO prices, was $198,176,502.
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Statement for September 30, 2011 of e AmMbac Assurance Corporation

NOTES TO FINANCIAL STATEMENTS

iii.

During 2011, the Company recognized OTTI losses on certain loan-backed securities where the present value of cash flows expected
to be collected were less than the amortized cost basis of the securities. For the loan-backed securities still held at September 30,
2011, the total amortized cost immediately prior to the recognition of OTTI losses, the OTTI losses recognized during the nine
months ended September 30, 2011, and the fair value of these securities at the time OTTI losses were recognized are as follows:

Amortized cost
Amortized cost Recognized after
before current Projected other-than-tempora | other-than-tempora Fair Value at
CUSIP period OTTI Cashflows ry impairment ry impairment 9/30/2011
12666TAB2 $9,076,917 $8,554,382 $522,535 $8,554,382 $7,389,369
12666TACO 8,031,334 7,310,889 720,445 7,310,889 8,943,623
12666TADS8 3,323,142 3,210,807 112,335 3,210,807 4,445,967
126684AF6 7,809,504 7,783,729 25,775 7,783,729 12,188,012
126685AK2 14,072,643 12,704,824 1,367,819 12,704,824 13,022,854
126685CS3 884,684 708,881 175,803 708,881 1,439,711
126685CZ7 13,048,377 11,969,035 1,079,342 11,969,035 11,109,280
126685DA1 1,097,566 379,493 718,073 379,493 831,875
126685DJ2 17,964,437 16,081,034 1,883,403 16,081,034 19,589,703
12668RAC2 2,944,517 1,143,862 1,800,655 1,143,862 180,195
21075WDR3 828,301 819,201 9,100 819,201 802,852
25151AAG6 819,125 802,343 16,782 802,343 577,152
32029HABS 10,264,077 5,601,073 4,663,004 5,601,073 6,365,459
39538WEF1 1,169,441 1,145,123 24,318 1,145,123 146,876
43709RAA2 1,153,427 715,711 437,716 715,711 1,133,973
45254TTF1 6,876,061 6,659,442 216,619 6,659,442 5,846,080
45257BAD2 5,058,362 4,359,135 699,227 4,359,135 3,446,328
45667THAB7 30,099,108 30,080,428 18,680 30,080,428 22,803,189
45667THACS 11,996,178 8,497,617 3,498,561 8,497,617 5,197
464125AC7 11,103,340 10,775,873 327,467 10,775,873 11,806,020
46412RABI1 6,836,094 6,167,053 669,041 6,167,053 5,447,635
52523YACS 2,387,448 2,196,585 190,863 2,196,585 1,831,507
52524PAG7 3,949,100 3,677,119 271,981 3,677,119 18,522,762
52525LAS9 39,413,377 36,837,496 2,575,881 36,837,496 16,718,466
68402VAG7 4,140,489 3,546,893 593,596 3,546,893 3,070,650
69121YAA2 25,999,281 13,059,653 12,939,628 13,059,653 5,008,920
7609854A6 5,335,389 5,133,029 202,360 5,133,029 5,316,641
760985SU6 830,673 778,044 52,629 778,044 833,134
785778PF2 485,235 338,436 146,799 338,436 2,551,794
785778PG0 2,391,045 1,410,130 980,915 1,410,130 6,801,278
TOTAL $249,388,672 $212,447,320 $36,941,352 $212,447,320 $198,176,502
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NOTES TO FINANCIAL STATEMENTS

iv.

The following table shows impaired amounts (Fair Value is less than cost or Amortized cost) for which an other-than-temporary
impairment has not been recognized in earnings by length of time that the individual securities have been in a continuous unrealized
loss position at September 30, 2011:

Unrealized Loss Fair Value
Less than 12 months $71,763,913 $202,599,453
Greater than 12 months $43,676,559 $96,857,662

Management has determined that the unrealized losses reflected in the table above are temporary in nature as of September 30, 2011
based upon (i) no unexpected principal and interest payment defaults on these securities; (ii) analysis of the creditworthiness of the
issuer and financial guarantor, as applicable, and analysis of projected defaults on the underlying collateral; (iii) management has no
intent to sell these investments in debt securities; and (iv) it is not more likely than not that Ambac Assurance will be required to sell
these debt securities before the anticipated recovery of its amortized cost basis. The assessment under (iv) is based on a comparison
of future available liquidity from the fixed income investment portfolio against the projected net cash outflow from operating
activities and debt service. For purposes of this assessment, available liquidity from the fixed income investment portfolio is
comprised of the fair value of securities for which management has asserted its intent to sell plus the scheduled maturities and
interest payments from the remaining securities in the portfolio. To the extent that securities that management intends to sell are in
an unrealized loss position, they would have already been considered other-than-temporarily impaired with the amortized cost written
down to fair value. As of September 30, 2011, management has not asserted an intent to sell any securities from its portfolio.
Because the above-described assessment indicates that future available liquidity exceeds projected net cash outflow, it is not more
likely than not that we would be required to sell securities before the recovery of their amortized cost basis.

As of September 30, 2011, for securities that have indications of possible other-than-temporary impairment but which management
does not intend to sell and will not more likely than not be required to sell, management compared the present value of cash flows
expected to be collected to the amortized cost basis of the securities to assess whether the amortized cost will be recovered. Receipts
were discounted at the effective interest rate implicit in the security at the date of acquisition or for debt securities that are beneficial
interests in securitized financial assets, at a rate equal to the current yield used to accrete the beneficial interest. For floating rate
securities, future cash flows and the discount rate used were both adjusted to reflect changes in the index rate applicable to each
security as of the evaluation date. For RMBS securities that are insured by Ambac Assurance, future receipts take into account the
par value of surplus notes issued as discussed in the prescribed practice from the Wisconsin Insurance Commissioner described in
Note 1 above.

Note 6 - Joint Ventures, Partnerships and Limited Liability Companies

No significant change from 2010 Notes to Financial Statements.

Note 7 — Investment Income

No significant change from 2010 Notes to Financial Statements.

Note 8 — Derivative Instruments

No significant change from 2010 Notes to Financial Statements.

Note 9 - Income Taxes

d.

The Company’s income tax incurred and change in deferred income tax differs from the amount obtained by applying the federal statutory rate
of 35% to income before taxes as follows:

9/30/2011
Current income tax incurred $ 76,680,083
Change in deferred income tax
(without tax on unrealized gains & losses) -
Total income tax reported $ 76,680,083

Loss before taxes

$ (576,524,485)

35%

Expected income tax benefit at 35% statutory rate

$(201,783,570)

Increase (decrease) in actual tax reported resulting from:

a. Dividends received deduction

b. Nondeductible expenses for meals, penalties & lobbying 28,000
c. Tax-exempt income (14,888,381)
d. Net effect of Income from subsidiaries 26,961,204
e. Investment income adjustments (20,792,030)
f. Premiums earned (6,776,006)
g. Interest on Surplus Notes (14,860,125)
h. Change in valuation allowance for NOL 232,251,047
i. Change in tax reserves 76,680,083
j. Other (140,139)
Total income tax reported $ 76,680,083
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e. Operating loss carryforward

(1) At September 30, 2011, the Company, on a non-consolidated basis, had an unused ordinary operating loss carryforwards of $6,437,062,718
available to offset against future taxable income, which will begin expiring in 2029 and fully expire in 2031, and a capital loss
carryforward of $282,012,186 available to offset future capital gains which will expire in 2014.

(2) At September 30, 2011 there are no amounts available for recoupment in the event of future net losses.
(3) The Company has no deposits admitted under Section 6603 of the Internal Revenue Code.
f. Consolidated federal income tax return

1. Pursuant to a written tax-sharing agreement (“TSA”) approved by both the OCI and the Ambac Assurance’s Board of Directors, Ambac
Assurance is included in Ambac Financial Group, Inc.’s (“Ambac”) consolidated Federal income tax return, which includes the
following taxable entities (the “Ambac Consolidated Group”): Ambac, Ambac Assurance, Ambac (Bermuda) Limited, Ambac Capital
Corporation, Ambac Investments Inc., Ambac Capital Funding, Inc., Ambac Asset Funding Corporation, Ambac AIl Corporation,
Connie Lee Holdings Inc., and Everspan Financial Guarantee Corp. (“Everspan”).

2. Amounts assessed/reimbursed under the TSA are based upon separate return and other calculations made as if Ambac Assurance had
filed its own federal income tax return for each taxable period.

3. Pursuant to a Mediation Agreement between Ambac, the Company, the Segregated Account (as defined in Note 10 below), the
court-appointed rehabilitator of the Segregated Account, OCI and the Official Committee of Unsecured Creditors of Ambac, signed
September 21, 2011 (the “Mediation Agreement”), effective as of the Plan Settlement Closing Date (as defined below), to the extent
the Company generates taxable income after September 30, 2011, which is offset with the Company’s NOL carryforward, it is
obligated to make payments to Ambac in accordance with the following NOL Usage table:

NOL Usage Table

NOL Usage Tier Allocated NOLs Applicable Percentage
A The first $0.5 billion 15%
B The next $1.1 billion after Tier A 40%
C The next $1.1 billion after Tier B 10%
D The next $1.1 billion after Tier C 15%

In the event that the amount of NOLs allocated to Ambac Assurance pursuant to the amended tax sharing agreement to be entered into
by Ambac and Ambac Assurance (among others) pursuant to the Mediation Agreement (the “Allocated NOL Amount”) or the amount
of AMT NOLs allocated to Ambac Assurance pursuant to the amended tax sharing agreement to be entered into by Ambac and Ambac
Assurance (among others) pursuant to the Mediation Agreement (the “Allocated AMT NOL Amount”) is less than $3,800,000,000 (or
the proportionate amount of AMT NOLSs), the size of each usage tier will be reduced proportionally. Such proportionate reduction shall
be applied separately to the Allocated NOL Amount and the Allocated AMT NOL Amount. For the avoidance of doubt, if the Allocated
NOL Amount is 10% less than $3,800,000,000 and the Allocated AMT NOL Amount is 20% less than $3,800,000,000 (or the
proportionate amount of AMT NOLs), then the size of each usage tier within the Allocated NOL Amount will be reduced by 10% as
compared to the representative usage tiers shown above and the size of each usage tier within the Allocated AMT NOL Amount will be
reduced by 20% as compared to the representative usage tiers shown above.

“Plan Settlement Closing Date” is defined in the Mediation Agreement as a date that shall occur no later than ten business days
following the date on which each of the following conditions has been satisfied or waived by each of the parties thereto: (i) entry of a
final order by the court overseeing the Segregated Account rehabilitation proceeding approving the transactions contemplated by the
Mediation Agreement; (ii) entry of a final, nonappealable order by the Bankruptcy Court (as defined in Note 10 below) confirming
Ambac’s Reorganization Plan (as defined in Note 10 below); (iii) resolution of the matters that are the subject of the adversary
proceeding initiated by Ambac in the Bankruptcy Court against the Internal Revenue Service (“IRS”) captioned Ambac Financial
Group, Inc. vs. United States of America, Case No. 10-04210 (the “IRS Dispute”) without (A) any member of the AAC Subgroup (as
defined below) having to make a payment to the IRS of more than $100 million and (B) a reduction by more than 10%of the NOLs (as
defined in Note 10 below) allocated to the AAC Subgroup pursuant to the amended tax sharing agreement to be entered into by Ambac
and Ambac Assurance (among others) pursuant to the Mediation Agreement; and (iv) a determination made in accordance with the
Mediation Agreement that neither an Ownership Change (as defined in Note 10 below) with respect to Ambac Assurance nor a
Deconsolidation Event (as defined in Note 10 below) occurred during the 2010 taxable year. As used above, “AAC Subgroup” means
Ambac Assurance and any direct or indirect subsidiary of Ambac Assurance that would be treated as an includable corporation of an
affiliated group of corporations under the Internal Revenue Code if Ambac Assurance were the common parent of such affiliated group.

Note 10 - Information Concerning Parent, Subsidiaries, Affiliates and Other Related Parties

2011 Overview — Ambac and Ambac Assurance:

On November 8, 2010, Ambac filed a voluntary petition for relief (the “Bankruptcy Filing”) under Chapter 11 of the United States Bankruptcy Code
(“Bankruptcy Code”) in the United States Bankruptcy Court for the Southern District of New York (“Bankruptcy Court”). Ambac will continue to
operate in the ordinary course of business as “debtor-in-possession” under the jurisdiction of the Bankruptcy Court and in accordance with the
applicable provisions of the Bankruptcy Code and the orders of the Bankruptcy Court.

As required by the Bankruptcy Code, on November 17, 2010, the United States Trustee appointed a statutory committee of creditors (“Creditors’
Committee”). The Creditors’ Committee and its legal representatives have a right to be heard on all matters that come before the Bankruptcy Court
with respect to Ambac. There can be no assurance that the Creditors’ Committee will support Ambac’s positions on matters to be presented to the
Bankruptcy Court, including any plan of reorganization. Disagreements between Ambac and the Creditors’ Committee could prolong the court
proceedings, negatively impact Ambac’s ability to operate, and delay Ambac’s emergence from bankruptcy.

Ambac, as debtor and debtor-in-possession, filed a Plan of Reorganization on July 6, 2011, a First Amended Plan of Reorganization on September 21,
2011, and a Second Amended Plan of Reorganization on September 30, 2011 (such Second Amended Plan of Reorganization, as it may be further
amended, the “Reorganization Plan”). Simultaneously with the filing of the Second Amended Plan of Reorganization, on September 30, 2011, Ambac
also filed with the Bankruptcy Court that certain Second Amended Disclosure Statement of Ambac Financial Group, Inc. (the “Disclosure Statement”).

Under the Reorganization Plan, Ambac’s debt holders and other creditors will receive all of the equity in the reorganized company. Additionally, the
Reorganization Plan sets forth the revised capital structure of a newly reorganized Ambac and provides for corporate governance subsequent to
emergence from bankruptcy. The Reorganization Plan also reflects a resolution of certain issues (the “Amended Plan Settlement”) among Ambac, the
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statutory committee of creditors appointed by the United States Trustee on November 17, 2010 (the “Creditors’ Committee”), Ambac Assurance, the
Segregated Account of Ambac Assurance Corporation, in Rehabilitation (the “Segregated Account”) and the Wisconsin Office of the Commissioner of
Insurance (“OCI”) (as regulator of Ambac Assurance and as Rehabilitator of the Segregated Account) related to (i) the net operating losses (“NOLs”)
of the Ambac Consolidated Group, (ii) certain tax refunds received in respect thereof (the “Tax Refunds™) and (iii) the sharing of expenses between
Ambac and Ambac Assurance.

The terms of the Amended Plan Settlement are memorialized in the Mediation Agreement dated as of September 21, 2011 (the “Mediation
Agreement”), among such parties. In accordance with the Amended Plan Settlement, Ambac shall retain ownership of Ambac Assurance, and except
as otherwise approved by OCI, Ambac shall use its best efforts to preserve the use of NOLs as contemplated by the Amended Plan Settlement,
including but not limited to refraining from taking any action that would result in, and taking such affirmative steps as are appropriate to avoid, any
event that results in neither Ambac Assurance nor any entity that succeeds to the tax attributes of Ambac Assurance being characterized as an
includible corporation with the affiliated group of corporations of which Ambac (or any successor thereto) is the common parent (the “Ambac
Consolidated Group”), all within the meaning of the Internal Revenue Code (a “Deconsolidation Event”). Additionally, the Amended Plan Settlement
contemplates (i) the execution of the Amended TSA (as defined below), Cost Allocation Agreement (as defined below), and Cooperation Agreement
Amendment (as defined below), (ii) the settlement of certain claims among Ambac and Ambac Assurance, OCI (as regulator of Ambac Assurance and
as Rehabilitator of the Segregated Account) and the Segregated Account, and (iii) broad releases of Ambac, Ambac Assurance, the Segregated Account,
OCI, the board of directors and board committees of Ambac and Ambac Assurance, all current and former individual directors, officers, or employees
of Ambac and Ambac Assurance, the Creditors’ Committee and the individual members thereof, and certain other released parties.

Pursuant to the Mediation Agreement, Ambac and Ambac Assurance agreed to, and agreed to cause their affiliates to, enter into an amended and
restated tax sharing agreement (the “Amended TSA”), which agreement shall become effective upon on the later of (a) the date on which an order is
entered by the Bankruptcy Court confirming Ambac’s Reorganization Plan (the “Confirmation Date” and such order, the “Confirmation Order”) and
(b) the date on which a non-stayed order is entered by the Circuit Court of Dane County, Wisconsin in which the Segregated Account Rehabilitation
Proceedings are pending (the “Rehabilitation Court”) approving the transactions contemplated by the Mediation Agreement (such date, the “Plan
Settlement Effective Date”). The Amended TSA shall replace, supersede and nullify in its entirety the existing tax sharing agreement among Ambac
and its affiliates. The Amended TSA shall address certain issues including, but not limited to, the allocation of NOLs among members of the Ambac
Consolidated Group; payments to be made by Ambac Assurance to Ambac, and by Ambac to Ambac Assurance, in connection with the utilization of
NOLs; and certain actions to be taken to preserve the use of the NOLs for the benefit of the parties, including upon the occurrence of a Deconsolidation
Event. Amounts payable by Ambac Assurance under the Amended TSA shall be paid no later than the date on which the applicable tax return is filed,
provided that any such amounts due prior to the Plan Settlement Closing Date (as defined below) shall be deposited in an escrow account and
transferred to Ambac on the Plan Settlement Closing Date.

The Mediation Agreement further provides that Ambac, Ambac Assurance and their affiliates will enter into an expense sharing and cost allocation
agreement (the “Cost Allocation Agreement”), which agreement shall become effective on the Plan Settlement Effective Date. The Cost Allocation
Agreement shall provide for the allocation of costs and expenses among Ambac, Ambac Assurance and their affiliates and shall include an undertaking
by Ambac Assurance to pay operating expenses of Ambac subject to certain limitations and conditions. The Mediation Agreement also provides for
sharing by Ambac and Ambac Assurance of the expenses incurred since November 1, 2010 in connection with the litigation with the Internal Revenue
Service (“IRS”).

As part of the Amended Plan Settlement, Ambac, Ambac Assurance, the Segregated Account and OCI (as Rehabilitator of the Segregated Account)
also agreed, pursuant to the Mediation Agreement, to enter into an amendment, effective as of the Plan Settlement Effective Date (the “Cooperation
Agreement Amendment”), of that certain Cooperation Agreement, dated as of March 24, 2010, by and between the Segregated Account and Ambac
Assurance. The Cooperation Agreement Amendment shall provide for the Rehabilitator to have certain rights with respect to (a) the tax positions
taken by Ambac in its consolidated tax return; (b) the acceptance by Ambac Assurance of the repayment of intercompany loans or the modification of
the terms thereof; (c) changes by Ambac Assurance in the assumptions or vendors utilized in determining loss reserves; and (d) changes to Ambac
Assurance’s investment policy and transfer of the investment management function for Ambac Assurance’s investment portfolio.

The Mediation Agreement provides that Ambac Assurance shall transfer $30,000,000 to an escrow account on the Plan Settlement Effective Date (the
“Cash Grant”), and further provides that such amount shall be released from escrow to Ambac on the “Plan Settlement Closing Date,” which is defined
in the Mediation Agreement as a date that shall occur no later than ten business days following the date on which each of the following conditions has
been satisfied or waived by each of the parties to the Amended Plan Settlement: (i) entry of a final order by the Rehabilitation Court approving the
transactions contemplated by the Amended Plan Settlement; (ii) entry of a final, nonappealable Confirmation Order by the Bankruptcy Court; (iii)
resolution of the matters that are the subject of the adversary proceeding initiated by Ambac in the Bankruptcy Court against the IRS captioned Ambac
Financial Group, Inc. vs. United States of America, Case No. 10-04210 (the “IRS Dispute”) without (A) any member of the AAC Subgroup (as defined
below) having to make a payment to the IRS of more than $100,000,000 and (B) a reduction of the NOLs allocated to the AAC Subgroup pursuant to
the Amended TSA by more than 10%; and (iv) a determination that neither an Ownership Change (as defined below) with respect to Ambac Assurance
nor a Deconsolidation Event occurred during the 2010 taxable year. Pursuant to the Amended TSA, in consideration of the payment of the Cash Grant
Ambac Assurance shall receive credits of up to $15,000,000 against certain payments due to Ambac with respect to the utilization of NOLs. As used
herein, “AAC Subgroup” means Ambac Assurance and any direct or indirect subsidiary of Ambac Assurance that would be treated as an includable
corporation of an affiliated group of corporations under the Internal Revenue Code if Ambac Assurance were the common parent of such affiliated

group.

The Mediation Agreement further provides that the Segregated Account shall issue $350,000,000 of junior surplus notes to Ambac on the Plan
Settlement Closing Date and that Ambac Assurance commits to undertake commercially reasonable efforts to transfer to Ambac a more than
insignificant amount of an active trade or business, subject to (a) OCI’s determination that such a transfer does not violate the law, is reasonable and
fair to the interests of Ambac Assurance and the Segregated Account, and protects and is equitable to the interests of Ambac Assurance and the
Segregated Account policyholders generally, and (b) Ambac’s receipt of a tax opinion stating that it is at least more likely than not that such transfer
satisfies the requirements of Internal Revenue Code section 269. Additionally, in accordance with the Amended Plan Settlement, upon the reasonable
request of Ambac Assurance at any time on or after the Plan Settlement Closing Date, OCI commits to allow Ambac Assurance to repurchase surplus
notes, preferred stock or other securities or other consideration issued pursuant to the Segregated Account Rehabilitation Plan (as defined below)
(whether issued by Ambac Assurance or the Segregated Account) subject to OCI’s determination in its sole and absolute discretion that such
repurchases do not violate the law, are reasonable and fair to the interests of Ambac Assurance and the Segregated Account, and protect and are
equitable to the interests of Ambac Assurance and the Segregated Account policyholders generally.

The Reorganization Plan provides for broad releases of Ambac, Ambac Assurance, the Segregated Account, OCI (as regulator and Rehabilitator), the
board of directors and board committees of Ambac and Ambac Assurance, all current and former individual directors, officers or employees of Ambac
and Ambac Assurance, the Creditors’ Committee and the individual members thereof, the trustees under the indentures governing Ambac’s debt
securities, the ad hoc group of creditors represented by Akin Gump Strauss Hauer and Feld LLP in connection with the Reorganization Plan and the
individual members thereof, and each of their respective representatives (each of the foregoing in its individual capacity as such). Additionally,
pursuant to the Amended Plan Settlement, effective as of the Plan Settlement Closing Date, Ambac and the Creditors’ Committee shall provide an
unconditional, full and complete release of OCI (as regulator and Rehabilitator), Ambac Assurance and the Segregated Account from all claims and
causes of action arising prior to the Plan Settlement Closing Date, and Ambac Assurance, OCI (as regulator and Rehabilitator) and the Segregated
Account shall provide an unconditional, full and complete release of Ambac and members of the Creditors’ Committee from all claims and causes of
action arising prior to the Plan Settlement Closing Date.
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A hearing to determine whether the Disclosure Statement contains “adequate information,” as defined in the Bankruptcy Code, to enable Ambac’s
creditors to decide how to vote on the Reorganization Plan, was held on October 5, 2011. At the conclusion of such hearing the Bankruptcy Court
entered an order approving the Disclosure Statement for use in connection with soliciting acceptances or rejections of the Reorganization Plan. The
current deadline for voting to accept or reject the Reorganization Plan is November 23, 2011 at 5:00 p.m. (prevailing Pacific Time). The hearing at
which the Bankruptcy Court will consider confirmation of the Reorganization Plan is currently scheduled for December §, 2011 at 10:00 a.m.
(prevailing Eastern Time). The current deadline for filing an objection to the Reorganization Plan with the Bankruptcy Court is November 23, 2011 at
4:00 p.m. (prevailing Eastern Time).

By order of the Bankruptcy Court entered on August 10, 2011, Ambac’s exclusive right to solicit votes to accept or reject a plan of reorganization was
extended to December 5, 2011. By motion dated October 24, 2011, Ambac requested a further extension of such exclusive period to February 3, 2012.
On November 7, 2011, the Bankruptcy Court entered an order granting such motion. If Ambac’s exclusivity period lapses, any party in interest would
be able to file and solicit votes to accept or reject a plan of reorganization with respect to Ambac. In addition to being approved by at least one class of
holders of impaired claims, a plan of reorganization must satisfy certain requirements of the Bankruptcy Code and must be confirmed by the
Bankruptcy Court in order to become effective.

A plan of reorganization will be deemed accepted by holders of claims against and equity interests in Ambac if (1) at least one-half in number and
two-thirds in dollar amount of claims actually voting in each impaired class of claims have voted to accept the plan and (2) at least two-thirds in
amount of equity interests actually voting in each impaired class of equity interests has voted to accept the plan. Under certain circumstances set forth
in Section 1129(b) of the Bankruptcy Code, however, the Bankruptcy Court may confirm a plan even if such plan has not been accepted by all impaired
classes of claims and equity interests. A class of claims or equity interests that does not receive or retain any property under the plan on account of such
claims or interests is deemed to have voted to reject the plan. The precise requirements and evidentiary showing for confirming a plan, notwithstanding
its rejection by one or more impaired classes of claims or equity interests, depends upon a number of factors, including, without limitation, the status
and seniority of the claims or equity interests in the rejecting class (i.e., secured claims or unsecured claims, subordinate or senior claims, preferred or
common stock). Generally, with respect to common stock interests, a plan may be “crammed down” even if the stockholders receive no recovery if the
proponent of the plan demonstrates that (1) no class junior to the common stock is receiving or retaining property under the plan and (2) no class of
claims or interests senior to the common stock is being paid more than in full.

Consummation of the Reorganization Plan is subject to the satisfaction or waiver of the following conditions: (i) the Bankruptcy Court shall have
entered an order confirming the Reorganization Plan and such order shall have become final in accordance with the Reorganization Plan; (ii) the
Bankruptcy Court shall have approved any supplement filed with respect to the Reorganization Plan; (iii) new organizational documents of Ambac
shall have been effected; (iv) Ambac shall have executed and delivered all documents necessary to effectuate the issuance of the common stock and
warrants (if applicable) pursuant to the Reorganization Plan; (v) all authorizations, consents and regulatory approvals required, if any, in connection
with the consummation of the Reorganization Plan shall have been obtained; (vi) the stipulation of settlement related to certain securities class actions
and derivative actions against Ambac and other defendants shall have become effective; (vii) the IRS Dispute shall have been resolved in a manner
satisfactory to Ambac, Ambac Assurance, OCI and the Creditors’ Committee; (viii) the Bankruptcy Court shall have entered an order finding that
neither an Ownership Change with respect to Ambac Assurance nor a Deconsolidation Event occurred during the 2010 taxable year, unless Ambac and
the IRS enter into an agreement to such effect; (ix) the aggregate face amount of allowed and disputed general unsecured claims shall be less than
$50,000,000; (x) the Rehabilitation Court shall have approved the transactions contemplated in the Reorganization Plan; (xi) the Cash Grant shall have
been paid or paid into escrow as provided in the Mediation Agreement; (xii) the Amended TSA, the Cooperation Agreement Amendment and the Cost
Allocation Agreement shall have been executed; and (xiii) all other actions, documents, certificates and agreements necessary to implement the
Reorganization Plan shall have been effected or executed and delivered.

A significant consideration for any restructuring or reorganization is the impact, if any, on Ambac’s estimated $6,914,802,000 net operating loss tax
carry forward as of September 30, 2011. Ambac considers the NOLs to be a valuable asset. However, Ambac’s ability to use the NOLs could be
substantially limited if there were an “ownership change” as defined under Section 382 of the Internal Revenue Code of 1986, as amended (the
“Code”) (an “Ownership Change”). In general, an ownership change would occur if shareholders owning 5% or more of Ambac’s stock increased their
percentage ownership (by value) in Ambac to 50% or more, as measured over a rolling three year period beginning with the last ownership change.
These provisions can be triggered by new issuances of stock, merger and acquisition activity or normal market trading. On February 2, 2010, Ambac
entered into a Tax Benefit Preservation Plan to reduce the risk of an ownership change resulting from the trading of Ambac’s stock. Moreover, on
November 30, 2010, the Bankruptcy Court entered an order restricting certain transfers of equity interests in, and claims against, Ambac in order to
mitigate the possibility of an ownership change occurring upon consummation of the Reorganization Plan and to increase the likelihood that Ambac
will be able to utilize a special exception under Section 382 of the Code for ownership changes occurring as a result of a bankruptcy plan of
reorganization. On July 21, 2011, Ambac filed a notice (the “Reporting Notice”) requiring that any entity holding claims against Ambac in an amount
that equals or exceeds $55,000,000 (each, a “Substantial Claimholder”) to serve upon Ambac and its counsel a “Substantial Claimholder Notice” in the
form attached to the Reporting Notice. Each Substantial Claimholder could, in certain circumstances, be required to sell a portion of its claims
pursuant to a further order of the Bankruptcy Court. See Note 14 below for additional information about potential changes to the amount of NOLs.

Segregated Account

On March 24, 2010, Ambac Assurance acquiesced to the request of OCI to establish the Segregated Account. Under Wisconsin insurance law, the
Segregated Account is a separate insurer from Ambac Assurance for purposes of the Segregated Account Rehabilitation Proceedings (as defined and
described below). The purpose of the Segregated Account is to segregate certain segments of Ambac Assurance’s liabilities. The Segregated Account
is operated in accordance with a Plan of Operation (the “Plan of Operation”) and certain operative documents relating thereto (which include the
Secured Note, the Reinsurance Agreement, the Management Services Agreement and the Cooperation Agreement). These operative documents
provide that the Segregated Account will act exclusively through the rehabilitator. Pursuant to the Plan of Operation for the Segregated Account,
Ambac Assurance has allocated to the Segregated Account (1) certain policies insuring or relating to credit default swaps; (2) residential
mortgage-backed securities (“RMBS”) policies; (3) certain Student Loan Policies; and (4) other policies insuring obligations with substantial projected
impairments or relating to transactions which have contractual triggers based upon Ambac Assurance’s financial condition or the commencement of
rehabilitation, which triggers are potentially damaging (collectively, the “Segregated Account Policies”). The policies described in (4) above include
(a) certain types of securitizations, including commercial asset-backed transactions, consumer asset-backed transactions and other types of structured
transactions; (b) the policies relating to Las Vegas Monorail Company; (c) policies relating to debt securities purchased by, and the debt securities
issued by, Juneau Investments, LLC and Aleutian Investments, LLC, which are both finance companies owned by Ambac Assurance; (d) policies
relating to leveraged lease transactions; and (e) policies relating to interest rate, basis, and/or currency swap or other swap transactions. Claims on
Segregated Account Policies remain subject to a payment moratorium until the Segregated Account Rehabilitation Plan (as defined below) becomes
effective. Insurance claims presented during the moratorium of $2,446,192,028 for policies allocated to the Segregated Account have not yet been paid.
Net par exposure as of September 30, 2011 for policies allocated to the Segregated Account is $39,066,211,657. Ambac Assurance also allocated the
following to the Segregated Account: (i) all remediation claims, defenses, offsets, and/or credits (except with respect to recoveries arising from
remediation efforts or reimbursement or collection rights), if any, in respect of the Segregated Account Policies, (ii) Ambac Assurance’s disputed
contingent liability under the subsequently settled long-term lease with One State Street, LLC (“OSS”), and its contingent liability (as guarantor), if
any, under the subsequently terminated Ambac Assurance UK Limited (“Ambac UK”) lease with British Land, (iii) Ambac Assurance’s limited
liability interests in Ambac Credit Products, LLC (“ACP”), Ambac Conduit Funding LLC, Aleutian Investments, LLC (“Aleutian”) and Juneau
Investments, LLC (“Juneau”) and (iv) all of Ambac Assurance’s liabilities as reinsurer under reinsurance agreements (except for reinsurance assumed
from Everspan). Effective November 7, 2010, the Plan of Operation for the Segregated Account was amended for the purpose of allocating to the
Segregated Account (i) any and all liabilities (including contingent liabilities) it has or may have, now or in the future, to Ambac, or any successor to
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Ambac, in regard to, or respecting, tax refunds and/or the July 18, 1991 Tax Sharing Agreement, as amended (other than any liability to Ambac
pertaining to any possible misallocation of up to $38,486,000 of tax refunds received by Ambac Assurance in September 2009 and February 2010),
(i1) any and all liabilities (including contingent liabilities) it has or may have, now or in the future, to the IRS and/or the United States Department of
the Treasury (the “U.S. Treasury”) in regard to, or in respect of, taxes imposed under the Internal Revenue Code of 1986, as amended (the “Federal
Taxes”), for taxable periods ending on or prior to December 31, 2009 and, (iii) to the extent not described in clause (ii), any and all liabilities
(including contingent liabilities) Ambac Assurance has or may have, now or in the future, to the IRS and/or the U.S. Treasury in regard to, or respect
of, any Federal Tax refunds that were received prior to November 7, 2010 by Ambac Assurance, Ambac or their affiliates (each of clauses (i), (ii) and
(iii), the “Allocated Disputed Contingent Liabilities”). In addition, on November 8, 2010, the rehabilitation court issued an order for temporary
supplemental injunctive relief (the “State Court Injunction”) enjoining Ambac, any successor-in-interest, any state court receiver of Ambac, all persons
purporting to be creditors of Ambac, the IRS and all other federal and state governmental entities from commencing or prosecuting any actions, claims,
lawsuits or other formal legal proceedings relating to the Allocated Disputed Contingent Liabilities.

Policy obligations not allocated to the Segregated Account remain in the General Account, and such policies in the General Account are not subject to
and, therefore, will not be directly impacted by the Segregated Account Rehabilitation Plan. Ambac Assurance is not, itself, in rehabilitation
proceedings.

On October 8, 2010, the rehabilitator filed a plan of rehabilitation for the Segregated Account (the “Segregated Account Rehabilitation Plan) in the
Dane County Circuit Court in Wisconsin (the “Rehabilitation Court”). The Rehabilitation Court confirmed the Segregated Account Rehabilitation Plan
on January 24, 2011. The effective date of the Segregated Account Rehabilitation Plan will be determined by the rehabilitator. The Segregated Account
Rehabilitation Plan also makes permanent the injunctions issued by the Rehabilitation Court on March 24, 2010.

The confirmed Segregated Account Rehabilitation Plan provides that holders of permitted policy claims will receive 25% of their permitted claims in
cash and 75% in surplus notes issued by the Segregated Account. The issuance of surplus notes by both Ambac Assurance, and by the Segregated
Account as contemplated by the current Segregated Account Rehabilitation Plan, could subject Ambac Assurance to the risk of deconsolidation from
Ambac for tax purposes, which may also result in a Section 382 limitation with respect to Ambac Assurance’s NOLs or an attribution of NOLs to
Ambac, or could subject Ambac Assurance to the risk of recognizing significant cancellation of indebtedness income (“CODI”). Any of these
consequences would likely have a material adverse effect on the financial condition of Ambac Assurance and the Segregated Account. As such, the
rehabilitator is considering substantial amendments to the Segregated Account Rehabilitation Plan and/or the initiation of rehabilitation proceedings
with respect to Ambac Assurance. Such amendments to the Segregated Account Rehabilitation Plan (and, presumably, any rehabilitation plan with
respect to Ambac Assurance) could include the elimination of the issuance of surplus notes by the Segregated Account and/or the imposition of transfer
restrictions on any surplus notes issued by the Segregated Account.

In March 2011, the Segregated Account issued Segregated Account Surplus Notes with a par value of $3,000,000 in connection with the commutation
of insurance policies allocated to the Segregated Account. At June 30, 2011, the Segregated Account had outstanding Segregated Account Surplus
Notes in an aggregate par amount of $53,000,000 that have a scheduled maturity of June 7, 2020. Interest on the Segregated Account Surplus Notes is
payable annually in June at the rate of 5.1% on the unpaid principal balance outstanding. All payments of principal and interest on the Segregated
Account Surplus Notes are subject to the prior approval of the OCL If the OCI does not approve the payment of interest on the Segregated Account
Surplus Notes, such interest will accrue and compound annually until paid. The Segregated Account Surplus Notes were issued pursuant to a fiscal
agency agreement entered into with The Bank of New York Mellon, as fiscal agent. To the extent that interest payments are deferred for more than
five years, a portion of the deferred interest may not be a tax deduction until paid or may be disallowed under the applicable high yield debt obligation
provisions of the Code.

In May 2011, the Segregated Account issued Segregated Account Junior Surplus Notes with a par value of $36,081,612 in connection with a Settlement
Agreement (the “Settlement Agreement”) to terminate Ambac’s existing headquarters office lease with OSS. The Junior Surplus Notes have a
scheduled maturity of June 7, 2020. Interest on the Segregated Account Junior Surplus Notes is payable annually in June at the rate of 5.1% on the
unpaid principal balance outstanding. No payment of interest on or principal of the junior surplus notes may be made until all existing and future
indebtedness of the Segregated Account, inclusive of Segregated Account Surplus Notes, policy claims and claims having statutory priority have been
paid in full. All payments of principal and interest on the Segregated Account Surplus Notes are subject to the prior approval of the OCL If the OCI
does not approve the payment of interest on the Segregated Account Surplus Notes, such interest will accrue and compound annually until paid. The
Settlement Agreement settled all claims among Ambac, Ambac Assurance, the Segregated Account of Ambac Assurance Corporation and OSS relating
to the terminated lease. Additionally, Ambac Assurance entered into a new lease (the “New AAC Lease”) with OSS for an initial term commencing on
May 19, 2011 through December 31, 2015. The New AAC Lease provides for the rental of a reduced amount of space at Ambac’s current location, One
State Street Plaza. The Settlement Agreement also provides that OSS will have an allowed general unsecured claim in Ambac’s bankruptcy case for
approximately $14,000,000 (the “AFG Payment”). The AFG Payment will be made by Ambac in the same form as payment is made to Ambac’s other
creditors.

On June 1, 2011 OCI issued its disapproval of the requests of Ambac Assurance and the rehabilitator of the Segregated Account, acting for and on
behalf of the Segregated Account, to pay interest on all outstanding Surplus Notes issued by Ambac and the Segregated Account on the first scheduled
interest payment date of June 7, 2011.

Note 11- Debt

No significant change from 2010 Notes to Financial Statements.

Note 12- Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated Absences and Other
Postretirement Benefit Plans

No significant change from 2010 Notes to Financial Statements.

Principal -
Interest Par Value Carrying Value and/or Total Principal UnaP pl:oved Date of
Date Issued (Face Amount . and/or Interest Principal .
Rate of Note Interest Paid . Maturity
of the Note) Paid and/or Interest
Current Year
June 7, 2010 5.1% $2,000,000,000 | $2,000,000,000 $0 $0 $102,000,000 | June 7, 2020

The interest of $102,000,000 will accrue and compound annually until paid.
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Note 14 — Contingencies

County of Alameda et al. v. Ambac Assurance Corporation et al. (Superior Court of the State of California, County of San Francisco, second amended
complaint filed on or about August 23, 2011) (“Alameda Complaint”); Contra Costa County et al. v. Ambac Assurance Corporation et al. (Superior
Court of the State of California, County of San Francisco, third amended complaint filed on or about October 21, 2011) (“Contra Costa Complaint”);
The Olympic Club v. Ambac Assurance Corporation et al. (Superior Court of the State of California, County of San Francisco, fourth amended
complaint filed on or about October 21, 2011) (“Olympic Club Complaint”). The Contra Costa Complaint is brought on behalf of five California
municipal entities and the non-profit Jewish Community Center of San Francisco. The Alameda Complaint is brought on behalf of nineteen California
municipal entities. The Olympic Club Complaint is brought on behalf of the non-profit Olympic Club. The three actions make similar allegations
against Ambac Assurance, various other financial guarantee insurance companies and employees thereof (collectively with Ambac Assurance, the
“Bond Insurer Defendants”), and, in the case of the Contra Costa Complaint and the Olympic Club Complaint, the major credit rating agencies (the
“Rating Agencies”). The actions allege that (1) Ambac Assurance and the other Bond Insurer Defendants colluded with the Rating Agencies to
perpetuate a “dual rating system” pursuant to which the Rating Agencies rated the debt obligations of municipal issuers differently from corporate debt
obligations, thereby keeping municipal ratings artificially low relative to corporate ratings; (2) Ambac Assurance and the other Bond Insurer
Defendants issued false and misleading financial statements which failed to disclose the extent of the insurers’ respective exposures to
mortgage-backed securities and collateralized debt obligations; and (3) as a result of these actions, plaintiffs incurred higher interest costs and bond
insurance premiums in respect of their respective bond issues. Ambac Financial Group was originally a defendant in each of these actions, but on
November 22, 2010, Ambac Financial Group was dismissed without prejudice as a defendant by the plaintiffs in each of these actions. Ambac
Assurance and the other Bond Insurer Defendants filed a demurrer seeking the dismissal of each of these complaints on September 17, 2010. The
Superior Court of California sustained the demurrer in part, dismissing the causes of actions for breach of the covenant of good faith and fair dealing,
negligence, negligent misrepresentation and unjust enrichment with prejudice and dismissing the claim for fraud without prejudice, allowing the
Plaintiffs an opportunity to amend their complaints for that cause of action. The demurrers were otherwise overruled. Amended complaints were filed
on August 23, 2011. (Further technical amendments to the Contra Costa Complaint and the Olympic Club Complaint were filed on October 21, 2011
to correct a non-substantive error.) Ambac Assurance and the other Bond Insurer Defendants filed a demurrer seeking dismissal of the current
amended complaints on September 21, 2011, which was denied on October 20, 2011. (The October 20, 2011 denial applies to the Contra Costa
Complaint and the Olympic Club Complaint, both of which were given a technical filing date of October 21, 2011).

NPS LLC v. Ambac Assurance Corporation (United States District Court, District of Massachusetts, filed on July 8, 2008). This action was brought by
NPS LLC ("NPS"), the owner of Gillette Stadium, the home stadium of the New England Patriots, with respect to the termination of a financial
guarantee insurance policy issued by Ambac Assurance with respect to auction rate bonds issued by NPS in 2006. Due to well-documented disruption
of the auction rate securities market, the interest rate on the bonds floated to high levels and NPS therefore refinanced the bonds in a fixed rate
financing without Ambac Assurance's involvement. Pursuant to the insurance agreement between NPS and Ambac Assurance, NPS is obligated to pay
a "make whole" premium to Ambac Assurance equal to the present value of the installment premiums that Ambac Assurance would have earned
through 2017 if the bonds had not been redeemed (approximately $2,700,000). NPS alleged that it is not liable to pay the "make whole" premium
because Ambac Assurance misrepresented its financial condition at the time the bonds were issued and that the alleged misrepresentations induced
NPS to enter into the insurance agreement, thereby causing NPS to incur additional interest costs in connection with the bonds. NPS also alleged that
Ambac Assurance was liable to NPS for the additional interest costs incurred by NPS which resulted from the disruption of the auction rate securities
market. On February 25, 2010, the court granted Ambac Assurance's motion for summary judgment as to all of NPS's claims and Ambac Assurance's
counterclaim for the "make whole" premium and interest and costs. The parties are awaiting a determination by the court of the amount of Ambac
Assurance's legal fees that NPS will be required to pay. NPS has stated that it intends to appeal the grant of summary judgment in favor of Ambac
Assurance.

City of Phoenix v. Ambac Assurance Corporation et al. (United States District Court, District of Arizona, filed on or about March 11, 2010). This
action is brought by the City of Phoenix against Ambac Assurance and other financial guarantee insurance companies. The complaint alleges that the
defendants sought to perpetuate the Rating Agencies’ “dual rating system”, and that the perpetuation of the “dual rating system” enabled the
defendants to unfairly discriminate against the City of Phoenix in the pricing of bond insurance premiums. Pursuant to the Court’s Scheduling Order,
fact discovery is scheduled to be completed by February 15, 2012, followed by expert discovery, which is to be completed by June 15, 2012.
Dispositive motions are due by August 17, 2012.

Water Works Board of the City of Birmingham v. Ambac Financial Group, Inc. and Ambac Assurance Corporation (United States District Court,
Northern District of Alabama, Southern Division, filed on November 10, 2009). This action alleged breach of contract, misrepresentation, deceit,
suppression of truth and negligence. Plaintiff claims that, in connection with plaintiff's purchase of a debt service reserve fund surety bond from Ambac
Assurance in March 2007 with respect to its bond issue, Ambac Assurance misrepresented the stability of its "AAA" financial strength ratings and
subsequently breached a covenant to maintain its "AAA" ratings, thereby causing loss to plaintiff when it was required to replace the Ambac Assurance
surety bond upon the downgrade of Ambac Assurance's ratings. On April 1, 2010, the court granted defendants' motion to dismiss all claims. The
plaintiff has appealed the dismissal to the U.S. Court of Appeals for the Eleventh Circuit. On January 25, 2011, the Circuit Court stayed the appeal in
light of Ambac's pending bankruptcy proceedings.

Ambac Assurance Corporation v. Adelanto Public Utility Authority (United States District Court, Southern District of New York, filed on June 1,
2009). Ambac Assurance commenced this action to recover $4,524,000 from the defendant on account of Ambac Assurance's payment under a swap
termination surety bond. The defendant has counterclaimed (as amended on June 12, 2010), alleging breach of contract, breach of the covenant of good
faith and fair dealing, violations of California insurance statutes, fraud and promissory estoppel. Defendant claims that, in connection with defendant's
purchase of a bond insurance policy with respect to its variable rate bond issue in September 2005, Ambac Assurance misrepresented the stability of its
"AAA" financial strength ratings and subsequently breached an implied covenant by underwriting risky structured obligations that ultimately led to the
loss of the "AAA" ratings. Ambac Assurance has moved to dismiss all of the defendant's counterclaims and that motion has been fully briefed.

Gunn v. Ambac Assurance Corporation et al. (United States District Court, Southern District of New York, filed on or about July 26, 2011). This
action is brought by pro se plaintiff La Mar Gunn against Ambac Assurance and EQCC Home Equity Loan Trust 1998-2 and EQCC Home Equity Loan
Trust 1998-3. Plaintiff attempts to challenge the validity of a foreclosure judgment rendered in Delaware state court by alleging that the defendants
engaged in acts constituting fraud, malicious prosecution, civil conspiracy, and racketeering. Ambac believes the claims against it are without merit
and intends to vigorously defend the case.

Ambac Assurance has periodically received various regulatory inquiries and requests for information with respect to investigations and inquiries that
such regulators are conducting. Ambac Assurance has complied with all such inquiries and requests for information.

Various third parties have filed motions or objections in the Rehabilitation Court and/or moved to intervene in the rehabilitation proceedings of the
Segregated Account. On January 24, 2011, the Rehabilitation Court issued its Decision and Final Order Confirming the Rehabilitator’s Plan of
Rehabilitation, with Findings of Fact and Conclusions of Law (the “Confirmation Order”). Notices of appeal from the Confirmation Order were filed
by various parties, including policyholders and the IRS. Such appeals are pending.

Ambac Assurance’s CDS portfolio experienced significant losses. The majority of these CDS contracts are on a “pay as you go” basis, and we believe
that they are properly characterized as notional principal contracts for U.S. federal income tax purposes. Generally, losses on notional principal
contracts are ordinary losses. However, the federal income tax treatment of credit default swaps is an unsettled area of the tax law. In 2010, the
Internal Revenue Service opened an examination into certain issues related to Ambac Assurance’s tax accounting methods with respect to such CDS
contracts and Ambac Assurance’s related characterization of such losses as ordinary losses. As discussed above, Ambac Assurance believes these
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contracts are properly characterized as notional principal contracts. However, on May 4, 2011, as a result of its examination, the IRS issued to Ambac
Notices of Proposed Adjustment asserting that these contracts should be characterized as capital assets or as generating capital losses. On June 3, 2011,
Ambac notified the IRS that it disagreed with the proposed adjustments. On May 4, 2011 the IRS filed a proof of claim in the Bankruptcy Court in the
amount of $807,244,000 relating to the tax treatment of the CDS contracts (the “IRS Claim”). Ambac filed its opposition to the proof of claim on
June 14, 2011. The IRS has until December 6, 2011 to file a response to Ambac’s opposition to the IRS Claim. If the IRS is successful in its claim,
Ambac Assurance would be subject to both a substantial reduction in its net operating loss carryforwards and would suffer a material assessment for
federal income taxes up to an estimated amount of $807,244,000. On November 9, 2010, Ambac filed and served a complaint against the IRS for a
declaratory judgment relating to the tax refunds, which resulted from the losses on the CDS portfolio. On the same date, Ambac and the IRS agreed to
a stipulation on the record that provides that the IRS would give notice at least 5 business days prior to taking any action against Ambac’s nondebtor
subsidiaries in the consolidated tax group that would violate the State Court Injunction, whether or not in effect. The stipulation permits the status quo
to be maintained from November 9, 2010 until a hearing on the preliminary injunction under Bankruptcy Code section 105(a) barring assessment and
collection of the 2003 through 2008 tax refunds by the IRS against Ambac’s nondebtor subsidiaries in the consolidated tax group. On January 14, 2011,
the IRS filed its Answer and opposition to Ambac’s Motion for Temporary Restraining Order and Preliminary Injunction. As of this date, no hearing on
such Motion has been scheduled. On January 13, 2011, the IRS filed a motion in the United States District Court for the Southern District of New
York (“USDC SDNY”) to withdraw the adversary proceeding from the Bankruptcy Court to the USDC SDNY. Ambac has opposed such motion and no
hearing on the motion has been scheduled. On February 1, 2011, Ambac filed a motion with the Bankruptcy Court for Pretrial Conference and for
Authorization to Implement Alternative Dispute Resolution Procedures. The Bankruptcy Court on March 2, 2011 ordered the process of non-binding
mediation to begin on or about May 1, 2011. Mediation was held in New York on July 6, 7 and 8, 2011. Mediation continued in New York on
September 8 and 9, and October 18 and 20, 2011. The Bankruptcy Court also approved a scheduling order which, pursuant to further stipulation of the
parties, requires all discovery in the adversary proceeding to be completed by November 2, 2011; dispositive motions to be filed by November 4, 2011,
and trial to be scheduled, thereafter, pursuant to further order of the Court. On October 12, 2011, Ambac filed a motion for an order (a) determining
that the IRS Claim shall be estimated pursuant to Bankruptcy Code section 502(c), and (b) setting procedures and a hearing date for such estimation
inclusive of the determination pursuant to Bankruptcy Code section 505(a) of, among other things, (i) the appropriate method to account for Ambac’s
losses on its post-2004 CDS contracts and (ii) whether an ownership change, within the meaning of section 382 of the Internal Revenue Code, with
respect to Ambac Assurance or a deconsolidation event occurred during the 2010 taxable year as a result of the Bank Settlement or for any other reason
[Docket No. 362] (the “IRS Claim Estimation Motion”). The IRS Claim Estimation Motion is scheduled for hearing on December 13, 2011. If the
IRS Claim Estimation Motion is granted, a hearing on estimation and determination of tax issues will be held on January 19, 2012, or as soon
thereafter as the Bankruptcy Court can hear the matter.

The IRS has also sought to assert legal rights against Ambac Assurance, as joint and several obligor in respect of any assessment for federal income
taxes against the consolidated Ambac tax group. On December 8, 2010, the IRS removed the Wisconsin rehabilitation proceeding involving the
Segregated Account to the United States District Court for the Western District of Wisconsin (the “District Court”). On December 17, 2010, the IRS
filed a motion in the District Court to dissolve the supplemental injunction that had been entered by the Rehabilitation Court on November 8, 2010 to
prevent certain actions by the IRS that could have an adverse effect on the financial position of the Segregated Account. The Commissioner moved to
remand the proceeding back to the Rehabilitation Court, and on January 14, 2011, that motion was granted by the District Court, which found that it
lacked subject matter jurisdiction. The IRS has appealed this decision to the United States Court of Appeals for the Seventh Circuit. On February 9,
2011, the IRS filed a complaint and a motion for a preliminary injunction in the District Court seeking, inter alia, to enjoin enforcement of the
injunction issued by the Rehabilitation Court and the Confirmation Order against the IRS. The District Court dismissed the suit for lack of subject
matter jurisdiction on February 18, 2011, and the IRS filed a notice of appeal on February 22, 2011. On August 22, 2011 the Seventh Circuit granted a
motion by the IRS to consolidate the two appeals. Briefing on the consolidated appeal will conclude on December 12, 2011.

On October 26, 2011, Ambac and the United States Attorney's Office for the Southern District of New York reported to the Bankruptcy Court that
substantial progress has been made toward achieving a framework for settlement of the IRS Dispute and that the parties hoped that a framework for
settlement would be agreed to and that the United States Attorney's Office would be in a position to recommend the settlement for approval to the IRS
and the Department of Justice, Tax Division at the time the parties next report to the Bankruptcy Court, which is currently scheduled to be on
December 13, 2011. Any approved settlement would also be subject to review by the Joint Committee on Taxation. As a result of the progress made
toward a settlement framework, remaining discovery in the case was put on hold pending the parties’ next report to the Bankruptcy Court.

Although no settlement has been reached on all of the issues in the IRS Dispute, Ambac intends to submit to the Department of Justice a proposal to
settle this dispute which includes the following terms that Ambac believes will be acceptable to the United States: (i) a payment by Ambac Assurance
of approximately $100,000,000 as permitted by the Mediation Agreement, and a payment by Ambac of approximately $1,900,000 in connection with
the IRS's claim for the recovery of certain federal tax refunds that were received prior to November 7, 2010 by Ambac and (ii) a $1,000,000,000
reduction of the NOL of the Ambac Consolidated Group. Ambac will continue to negotiate the terms of a final settlement with the IRS. The terms of
any final settlement would require the approval of OCI, the IRS, the Department of Justice, Tax Division, the Joint Committee on Taxation, the
Bankruptcy Court, the Rehabilitation Court and the boards of directors of both Ambac and Ambac Assurance. There can be no assurance that the IRS
Dispute will be settled on the terms described above, if at all, or as to the timing of any such settlement.

Ambac is involved from time to time in various routine legal proceedings, including proceedings related to litigation with present or former employees.
Although Ambac’s litigation with present or former employees is routine and incidental to the conduct of its business, such litigation can result in large
monetary awards when a civil jury is allowed to determine compensatory and/or punitive damages for, among other things, termination of employment
that is wrongful or in violation of implied contracts.

In the ordinary course of their businesses, certain of Ambac’s subsidiaries assert claims in legal proceedings against third parties to recover losses
already paid and/or mitigate future losses. The amounts recovered and/or losses avoided which may result from these proceedings is uncertain,
although recoveries and/or losses avoided in any one or more of these proceedings during any quarter or fiscal year could be material to Ambac’s
results of operations in that quarter or fiscal year.

In connection with Ambac's efforts to seek redress for breaches of representations and warranties and fraud related to the information provided by both
the underwriters and the sponsors of various transactions and for failure to comply with the obligation by the sponsors to repurchase ineligible loans,
Ambac Assurance has filed the following lawsuits:

e Ambac Assurance Corporation v. EMC Mortgage LLC (formerly known as EMC Mortgage Corporation), J.P. Morgan Securities, Inc. (formerly
known as Bear, Stearns & Co. Inc.), and JP Morgan Chase Bank, N.A. (Supreme Court of the State of New York, County of New York, filed
February 17, 2011). This case is the continuation of a case that was originally filed on November 5, 2008 in the U.S. District Court for the
Southern District of New York but that was dismissed from federal court after Ambac Assurance was granted leave to amend its complaint to add
certain new claims (but not others) and a new party, which deprived the federal court of jurisdiction over the litigation. After the decision by the
federal judge, dated February 8, 2011, Ambac Assurance re-filed the suit in New York state court on February 17, 2011. On July 18, 2011,
Ambac Assurance filed a First Amended Complaint in its state-court litigation. In its state-court action, Ambac Assurance asserts claims for
breach of contract, indemnification and reimbursement against EMC, as well as claims of fraudulent conduct by EMC and J. P. Morgan Securities
Inc. In its First Amended Complaint, Ambac Assurance asserts an additional claim for breach of contract against EMC and a claim for successor
liability against a new defendant, JP Morgan Chase Bank, N.A. The Defendants filed their answer to the First Amended Complaint on August 30,
2011, and the parties are currently engaged in discovery.

e Ambac Assurance Corporation and the Segregated Account of Ambac Assurance Corporation v. DLJ Mortgage Capital, Inc. and Credit Suisse
Securities (USA) LLC (Supreme Court of the State of New York, County of New York, filed on January 12, 2010). Ambac Assurance alleged

Q06.9



Statement for September 30, 2011 of e AmMbac Assurance Corporation

NOTES TO FINANCIAL STATEMENTS

breach of contract, fraudulent inducement, breach of implied duty of good faith and fair dealing, indemnification, reimbursement and requested
the repurchase of loans that breach representations and warranties as required under the contracts, as well as damages. On July 8, 2010, the
defendants moved to dismiss the complaint. Ambac Assurance opposed the motion and the Court held oral argument on October 12, 2010. In a
decision dated April 7, 2011, the Court granted the defendants’ motion in part dismissing only Ambac Assurance’s cause of action for fraudulent
inducement and striking Ambac Assurance’s claim for consequential damages and jury demand. The Court otherwise denied the defendants’
motion. On April 25, 2011, Ambac Assurance filed a notice of appeal of that decision and on May 6, 2011, the defendants filed a notice of
cross-appeal. On May 9, 2011, Ambac Assurance filed a motion for leave to reargue the Court’s April 7 decision. Supplemental briefing on the
motion to reargue was completed on August 29, 2011. In a decision dated October 7, 2011, the Court granted the motion to reargue and reinstated
Ambac Assurance’s cause of action for fraudulent inducement.

e Ambac Assurance Corporation and The Segregated Account of Ambac Assurance Corporation v. Countrywide Securities Corp., Countrywide
Financial Corp. (a.k.a. Bank of America Home Loans) and Bank of America Corp. (Supreme Court of the State of New York, County of New
York, filed on September 28, 2010). Ambac Assurance filed an Amended Complaint on September 8, 2011. Ambac Assurance has alleged breach
of contract, fraudulent inducement, indemnification and reimbursement, breach of representations and warranties and has requested the
repurchase of loans that breach representations and warranties as required under the contracts as well as damages and has asserted a successor
liability claim against Bank of America. Discovery is ongoing.

It is not reasonably possible to predict whether additional suits will be filed or whether additional inquiries or requests for information will be made,
and it is also not possible to predict the outcome of litigation, inquiries or requests for information. It is possible that there could be unfavorable
outcomes in these or other proceedings. Legal accruals for certain litigation matters discussed above which are probable and reasonably estimable, and
management’s estimated range of loss for such matters, are not material to the operating results or financial position of the Company. For the
remaining litigation matters that do not meet the “probable and reasonably estimable” accrual threshold and where no loss estimates have been
provided above, management is unable to make a meaningful estimate of the amount or range of loss that could result from unfavorable outcomes but,
under some circumstances, adverse results in any such proceedings could be material to our business, operations, financial position, profitability or
cash flows. Ambac Assurance believes that it has substantial defenses to the claims filed against it in these lawsuits and, to the extent that these
actions proceed, Ambac Assurance intends to defend itself vigorously; however, Ambac Assurance is not able to predict the outcomes of these actions.

Note 15 - Leases

In connection with the establishment of the Segregated Account, Ambac Assurance allocated its disputed contingent liability, if any, under the
long-term lease with OSS, and its contingent liability (as guarantor), if any, under the Ambac UK lease with British Land.

The Ambac UK lease was terminated in 2010 without any payment by Ambac Assurance.

In May 2011, the Segregated Account issued Segregated Account Junior Surplus Notes with a par value of $36,081,612 in connection with a Settlement
Agreement to terminate Ambac’s headquarters office lease with OSS. Ambac Assurance entered into a new lease with OSS for an initial term
commencing on May 19, 2011 through December 31, 2015. The New AAC Lease provides for the rental of a reduced amount of space at Ambac
Assurance’s current location, One State Street Plaza.

Note 16 - Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With Concentrations of Credit Risk

No significant change from 2010 Notes to Financial Statements.

Note 17 - Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

. The Company did not engage in any wash sale transactions during 2011.

Note 18 - Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans

No significant change from 2010 Notes to Financial Statements.

Note 19 - Direct Premium Written/Produced by Managing General Agents/Third Party Administrators

No significant change from 2010 Notes to Financial Statements.

Note 20 — Fair Value Measurements

The following methods and assumptions were used to estimate the fair value of each class of financial instrument for which it is practicable to estimate
that value:

Bonds and Other Unaffiliated Invested Assets

The estimated fair values represent fair values as determined by the NAIC Securities Valuation Office (“SVO”). In the event the SVO has not
determined the fair value of a security, fair value amounts are determined by using independent market sources, when available, and appropriate
valuation methodologies when market quotes are not available. In cases where specific market quotes are unavailable, interpreting market data and
estimating market values require considerable judgment by management. Accordingly, the estimates presented are not necessarily indicative of the
amount Ambac could realize in the market.

Short-Term Investments, Cash and Cash Equivalents and Intercompany Loans with Affiliates

The fair values of short-term investments are determined by using independent market sources. The fair value of cash approximate their amortized
cost. Fair values for intercompany loans with affiliates are valued at amortized cost or determined using appropriate valuation methodologies as no
market quotes are available.

Investment Income Due and Accrued

The fair value of investment income due and accrued approximates carrying value.
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Assets/ Liabilities for Liabilities Allocated to/from the Segregated Account

The fair value estimates of assets/ liabilities for liabilities allocated to/from the Segregated Account approximates their related carrying values.

Borrowed Money and Interest Thereon

The fair value estimates of borrowed money and interest thereon approximates carrying value.

Liability for Net Financial Guarantees Written

The fair value estimate of financial guarantees is disclosed below on a net basis, and includes direct and assumed contracts written, which represents a
net liability to the Company, net of ceded reinsurance contracts, which represents a net asset to the Company. The fair value estimate of direct and
assumed contracts written is based on the sum of the present values of: (i) unearned premium reserves, and (ii) loss and loss expense reserves for
defaulted policies, including claims presented and not paid as a result of the claim moratorium imposed by OCI on March 24, 2010, and (iii) expected
losses for non-defaulted policies. The fair value estimate of ceded reinsurance contracts is based on the sum of the present values of (i) deferred ceded
premiums net of ceding commissions, (ii) reinsurance recoverables on paid and unpaid losses and (iii) expected reinsurance recoveries on ceded losses
for non-defaulted credits.

Key variables are par amounts outstanding (including future periods for the calculation of future installment premiums), expected term, discount rate,
and expected net loss and loss expense payments. Net par outstanding is monitored by Ambac's Surveillance Group. The estimated fair value of ceded
reinsurance contracts factors in any adjustments related to the counterparty credit risk we have with reinsurers.

There are a number of factors that limit our ability to accurately estimate the fair value of our financial guarantees. The first limitation is the lack of
observable pricing data points as a result of Ambac no longer writing new financial guarantee business. Additionally, fair value concepts, as they relate
to valuing liabilities, requires a company to consider the cost to completely transfer its obligation to another party of comparable credit worthiness.
However, our primary insurance obligation is irrevocable and thus there is not an established active market for transferring such obligations. Variables
which are not incorporated in our current fair value estimate of financial guarantees include: i.) a credit valuation adjustment for the Company’s
creditworthiness pursuant to paragraph 14 of Statement of Statutory Accounting Principles No. 100 “Fair Value Measurements”, ii.) the credit spreads
of the underlying insured obligations, iii.) the underlying ratings of those insured obligations, and iv.) assumptions about current financial guarantee
premium levels relative to the underlying insured obligations' credit spreads.

The carrying amount and estimated fair value of these financial instruments are presented below:

September 30, 2011

Carrying Estimated
amount fair value
Financial assets:
Bonds $ 4,420,437,895 $ 4,798,751,730
Short-term investments 717,331,819 717,336,724
Cash and cash equivalents 1,085,309 1,085,309
Other unaffiliated invested assets 8,011,989 6,583,034
Intercompany loans with affiliates 523,255,251 514,821,651
Investment income due and accrued 37,286,319 37,286,319
Liabilities allocated to Segregated Account 6,304,293,799 6,304,293,799
Financial liabilities:
Borrowed money and interest thereon $ 1,963,505,141 $ 1,963,505,141
Liabilities allocated from Segregated
Account 4,431,126,352 4,431,126,352
Liability for net financial guarantees written 5,487,819,894 10,215,337,422

c. The following table sets forth Ambac Assurance’s financial assets that were measured at fair value as of September 30, 2011 by level within the
fair value hierarchy due to the securities having an NAIC designation of 3 or higher and the fair value being lower than amortized cost.

2011 Level 1 Level 2 Level 3 Total

Financial assets:
Bonds

Industrial and Miscellaneous

Defined Multi-Class Residential Mortgage-Backed Securities $ - $1,838,205 $ - $1,838,205
Other Multi-Class Residential Mortgage-Backed Securities - 149,040,266 - 149,040,266
Other Multi-Class Commercial Mortgage-Backed/ Asset-Backed Securities - 1,990,467 - 1,990,467

Total financial assets measured at fair value $ - $152,868,938 $ - $152,868,938

For securities measured at fair value there were no transfers between Level 1 and Level 2 as of September 30, 2011.
b. There are no financial instruments categorized within Level 3 of the fair value hierarchy as of September 30, 2011.
c. Transfers between Levels are recognized at the beginning of each accounting period.
a. The fair values of fixed income securities held by Ambac Assurance that are carried at fair value are based primarily on market prices received
from the SVO or alternative pricing sources with reasonable levels of price transparency. Such quotes generally consider a variety of factors,

including recent trades of the same and similar securities. These quotes represent the only input to the reported fair value of Level 2 fixed income
securities.
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d.  There are no derivative assets and liabilities as of September 30, 2011.

e. There are no classes of financial instruments where it isn’t practicable to estimate the fair value as of September 30, 2011.

Note 21 - Other Items

No significant change from 2010 Notes to Financial Statements.

Note 22 - Events Subsequent

Pursuant to SSAP 9, Subsequent Events, the date through which Type I or Type II subsequent events have been evaluated was November 14, 2011 for
the nine months ended September 30, 2011, the same date on which the Company's statements are issued.

Note 23 - Reinsurance

Ambac Assurance provides aggregate excess of loss reinsurance (“Reinsurance Agreement”) to the Segregated Account whereby once the Secured
Note provided to the Segregated Account is exhausted, the Segregated Account has the ability to demand payment from time to time under the
Reinsurance Agreement to pay claims and other liabilities. Ambac Assurance is not obligated to make payments on the Secured Note or under the
Reinsurance Agreement if its surplus as regards to policyholders is (or would be) less than $100,000,000, or such higher amount as the OCI permits
pursuant to a prescribed practice (the “Minimum Surplus Amount”). As long as the surplus as regards to policy holders is not less than the Minimum
Surplus Amount, payments by Ambac Assurance to the Segregated Account under the Reinsurance Agreement are not capped.

Pursuant to SSAP 62R, the allocation of insurance policies to the Segregated Account as well as the aggregate excess of loss reinsurance agreement
has been recorded as retroactive reinsurance since these contracts were executed in connection with a court-ordered rehabilitation of the Ambac

Assurance Segregated Account. Accordingly, the net balances due under these obligations are reported in as a net write-in contra-liability.

The liabilities allocated to the Segregated Account include loss, loss expense reserves and contingency reserves recorded in accordance with Ambac
Assurances accounting policies and practices.

Below is a table reflecting ever-to-date retroactive reinsurance activity:

Initial allocation and assumption of Assets/(Liabilities)

Prior Year Changes
Current Year Changes

Assets/(Liabilities) at September 30, 2011

Assets/(Liabilities) at September 30, 2011
Consideration Provided to the Segregated Account

Prior Year Settlements

Current Year Settlements
Surplus Impact at September 30, 2011

Liabilities allocated
to the
Segregated Account

Liabilities Assumed
from the
Segregated Account

Net Liabilities
allocated to the
Segregated Account

$3,639,973,059
1,986,430,991
677,889,749

$(1,639,973,059)
(2,104,956,928)
(686,196,365)

$2,000,000,000
(118,525,937)
(8,306,616)

$6,304,293,799

$(4,431,126,352)

$1,873,167,447

Liabilities allocated
to the
Segregated Account

Liabilities Assumed
from the
Segregated Account

Net Increase
(Decrease) to
Surplus

$6,304,293,799
(2,000,000,000)

$(4,431,126,352)

$ 1,873,167,447
(2,000,000,000)

157,589,859 - 157,589,859
28,024,273 - 28,024,273
$4,489,907,931 $(4,431,126,352) $ 58,781,579

Ambac Assurance incurred ever-to-date operating expenses of $28,145,060 related to the Segregated Account as such amounts have not yet been
approved as a settlement under the terms of the Secured Note by the Rehabilitator. As a result of the coverage provided to the Segregated Account by
the Reinsurance Agreement between Ambac Assurance and the Segregated Account, the non approval does not have an impact on the net loss for the
nine months ended September 30, 2011 or to Surplus as of September 30, 2011.

Note 24 - Retrospectively Rated Contracts & Contracts Subject to Redetermination

No significant change from 2010 Notes to Financial Statements.
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Note 25 - Change in Incurred Losses and Loss Adjustment Expenses

Loss incurred of $613,563,454 for the nine months ended September 30, 2011 is primarily due to adverse development of $810,070,149 on first lien
residential mortgage backed credits partially offset by improvements in second lien residential mortgage backed credits that defaulted prior to 2011.
Losses incurred on credits that defaulted for the nine months ended September 30, 2011 total $262,647,281.

September 30, 2011 loss reserves include $2,446,192,028 of claims that have been presented to Ambac Assurance and have not been paid. Although
Ambac Assurance has not paid any Segregated Account claims presented, its reinsurers have continued to pay Ambac Assurance for their portion of

the claims presented. Accordingly the reinsurance amounts on unpaid claims are not included in loss reserves.

Case basis loss reserves, net of representation and warranties breaches of $2,252,363,899 and $2,203,037,944, at September 30, 2011 and December

31, 2010 were as follows:

September 30,

December 31,

2011 2010 Change
Mortgage-Backed & Home Equity - First Lien $2,010,243,713 $ 1,200,173,564 $810,070,149
Mortgage-Backed & Home Equity - Second Lien 647,313,129 837,874,893 (190,561,764)
Mortgage-Backed & Home Equity — Other 215,277,505 168,238,482 47,039,023
Total Mortgage-Backed & Home Equity 2,872,834,348 2,206,286,939 666,547,409
Public Finance 175,717,386 169,762,871 5,954,515
Other (25,646,670) (30,910,051) 5,263,382

Total Loss Reserves

$ 3,022,905,065

$2,345,139,759

$677,765,305

Total Losses Paid (Recovered)
for the nine months ended September 30, 2011
Cumulative effect of prior period error in correction of the liability

(73,015,546)

for estimated losses 8,813,695
Total Losses Incurred for the nine months ended September 30,
2011 $613,563,454

In an effort to better understand the unprecedented levels of mortgage delinquencies, Ambac Assurance engaged consultants with significant mortgage
lending experience to review the underwriting documentation for mortgage loans underlying certain insured RMBS transactions. These transactions
which have exhibited exceptionally poor performance were chosen for further examination of the underwriting documentation supporting the
underlying loans. Factors Ambac Assurance believes to be indicative of this poor performance include (i) increased levels of early payment defaults,
(ii) the significant number of loan liquidations or charge-offs and resulting high level of losses, and (iii) the rapid elimination of credit protections
inherent in the transactions’ structures. With respect to item (ii), “loan liquidations” refers to loans for which the servicer has liquidated the related
collateral and the securitization has realized losses on the loan; “charge-offs” refers to loans which have been written off as uncollectible by the
servicer, thereby generating no recoveries to the securitization, and may also refer to the unrecovered balance of liquidated loans. In either case, the
servicer has taken such actions as it has deemed viable to recover against the collateral, and the securitization has incurred losses to the extent such
actions did not fully repay the borrower’s obligations. Generally, the sponsor of the transaction provides representations and warranties with respect
to the securitized loans including the loan characteristics, the absence of fraud or other misconduct in the origination process, including those attesting
to the compliance of home loans with the prevailing underwriting policies. Per the transaction documents, the sponsor of the transaction is
contractually obligated to repurchase, cure or substitute any loan that breaches the representations and warranties. Substitution is generally limited to
two years from the closing of the transaction and the cure remedy is permitted only to the extent cure is possible.

Subsequent to the forensic exercise of examining loan files to ascertain whether the loans conformed to the representations and warranties, we submit
nonconforming loans to the sponsor for repurchase. For all of the transactions reviewed by Ambac Assurance, the substitution remedy is no longer
available (i.e., more than two years have lapsed since the closing of the transaction). To effect a repurchase, depending on the transaction, the
sponsor is contractually required to repurchase the loan (a) for loans which have not been liquidated or charged off, either at (i) the current unpaid
principal balance of the loan, (ii) the current unpaid principal balance plus accrued unpaid interest, or (iii) the current unpaid principal balance plus
accrued interest plus unreimbursed servicer advances/expenses and/or trustee expenses resulting from the breach of representations and warranties
that trigger the repurchase, and (b) for a loan that has already been liquidated or charged-off, the amount of the realized loss. Notwithstanding the
material breaches of representations and warranties, up until the establishment of the Segregated Account and associated Segregated Account
Rehabilitation Proceeding, Ambac Assurance had continued to pay claims submitted under the financial guarantee insurance policies related to these
securitizations and will, once again, pay claims after a Rehabilitation Plan is effective. In cases where loans are repurchased by a sponsor, the effect
is typically to offset current period losses and then to increase the over-collateralization of the securitization, depending on the extent of loan
repurchases and the structure of the securitization. Specifically, the repurchase price is paid by the sponsor to the securitization trust which holds the
loan. The cash becomes an asset of the trust, replacing the loan that was repurchased by the sponsor. On a monthly basis the cash received related to
loan repurchases by the sponsor is aggregated with cash collections from the underlying mortgages and applied in accordance with the trust indenture
payment waterfall. This payment waterfall typically includes principal and interest payments to the note holders, various expenses of the trust and
reimbursements to Ambac Assurance, as financial guarantor, for claim payments made in previous months. With respect to transactions for which
Ambac Assurance has recorded estimated subrogation recoveries (as further described below), Ambac Assurance insures all or a portion of the senior
tranches in the capital structure of the issuer, thus any sponsor cash received from loan repurchases would benefit Ambac Assurance or Ambac
Assurance insured note holders. Notwithstanding the reimbursement of previous monthly claim payments, to the extent there continues to be
insufficient cash in the waterfall in the current month to make scheduled principal and interest payments to the note holders, Ambac Assurance is
required to make additional claim payments to cover this shortfall.

While the obligation by sponsors to repurchase loans with material breaches is clear, generally the sponsors have not yet honored those obligations.
Ambac Assurance’s approach to resolving these disputes has included negotiating with individual sponsors at the transaction level and in some cases
at the individual loan level and has resulted in the repurchase of some loans. Ambac Assurance has utilized the results of the above described loan
file examinations to make demands for loan repurchases from sponsors or their successors and, in certain instances, as a part of the basis for litigation
filings. Ambac Assurance has initiated and will continue to initiate lawsuits seeking compliance with the repurchase obligations in the securitization
documents. Ambac Assurance estimates that it will take approximately three years from the initiation of litigation with the sponsor to ultimate
resolution, discounted at a rate of 5.1%. Estimated recoveries will continue to be revised and supplemented as the scrutiny of the mortgage loan pools
progresses.

We have performed the above-mentioned, detailed examinations on a variety of second-lien and first-lien transactions that have experienced
exceptionally poor performance. However, the loan file examinations and related estimated recoveries we have reviewed and recorded to date have
been limited to only those transactions whose sponsors (or their successors) are subsidiaries of large financial institutions, all of which carry an
investment grade rating from at least one nationally recognized rating agency. A total of 7 sponsors represent the 32 transactions which have been
reviewed as of September 30, 2011. While our contractual recourse is generally to the sponsor/subsidiary, rather than to the financial institutional
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parent, each of these financial institutions has significant financial resources and an ongoing interest in mortgage finance, and we therefore believe
that the financial institution/parent would not seek to disclaim financial responsibility for these obligations if the sponsor/subsidiary is unable to
honor its contractual obligations or pay a judgment that we may obtain in litigation. Additionally, in the case of successor institutions, we are not
aware of any provisions that explicitly preclude or limit the successors’ obligations to honor the obligations of the original sponsor. To date, we have
witnessed certain successor financial institutions make significant payments to certain claimants to settle breaches of representation and warranties
perpetrated by sponsors that have been acquired by such financial institutions. As a result, we did not make any significant adjustments to our
estimated subrogation recoveries with respect to the credit risk of these sponsors (or their successors). We believe that focusing our loan remediation
efforts on large financial institutions first will provide the greatest economic benefit to Ambac Assurance. Ambac Assurance retains the right to
review additional RMBS transactions for representations and warranties breaches. Since a significant number of other second-lien and first-lien
transactions are also experiencing poor performance, management is considering expanding the scope of this effort.

Note 26 - Intercompany Pooling Arrangements

No significant change from 2010 Notes to Financial Statements.

Note 27 - Structured Settlements

No significant change from 2010 Notes to Financial Statements.

Note 28 - Health Care Receivables

No significant change from 2010 Notes to Financial Statements.

Note 29 - Participating Accident and Health Policies

No significant change from 2010 Notes to Financial Statements.

Note 30 - Premium Deficiency Reserves

No significant change from 2010 Notes to Financial Statements.

Note 31 - High Deductibles

No significant change from 2010 Notes to Financial Statements.

Note 32 - Discounting of Liabilities for Unpaid Losses or Unpaid Loss Adjustment Expenses

No significant change from 2010 Notes to Financial Statements.

Note 33 - Asbestos/Environmental Reserves

No significant change from 2010 Notes to Financial Statements.

Note 34 - Subscriber Savings Accounts

No significant change from 2010 Notes to Financial Statements.

Note 35 - Multiple Peril Crop Insurance

No significant change from 2010 Notes to Financial Statements.

Note 36 - Financial Guaranty Insurance

Ambac Assurance’s loss reserves are based on management’s on-going review of the non-derivative financial guarantee credit portfolio. Active
surveillance of the insured portfolio enables Ambac Assurance’s surveillance group to track credit migration of insured obligations from period to
period and update internal classifications and credit ratings for each transaction. Non-adversely classified credits are assigned a Class I or Survey
List (“SL”) rating while adversely classified credits are assigned a rating of Class IA through Class V. The criteria for an exposure to be assigned an
adversely classified credit rating includes the deterioration of an issuer’s financial condition, underperformance of the underlying collateral (for
collateral dependent transactions such as mortgage-backed securitizations), poor performance by the servicer of the underlying collateral and other
adverse economic events or trends. The servicer of the underlying collateral of an insured securitization transaction is a consideration in assessing
credit quality because the servicer’s performance can directly impact the performance of the related issue. For example, a servicer of a
mortgage-backed securitization that does not remain current in its collection loss mitigation efforts could cause an increase in the delinquency and
potential default of the underlying obligation. Similarly, loss severities increase when a servicer does not effectively handle loss mitigation activities
such as (i) the advancing of delinquent principal and interest and of default related expenses which are deemed to be recoverable by the servicer, (ii)
pursuit of loan charge-offs which maximize cash flows from the mortgage loan pool, and (iii) foreclosure and real estate owned disposition strategies
and timelines.

Additional remediation activities applied to adversely classified credits can include various actions by Ambac Assurance. The most common actions

include obtaining detailed appraisal information on collateral, more frequent meetings with the issuer’s or servicer’s management to review
operations, financial condition and financial forecasts and more frequent analysis of the issuer’s financial statements. Senior management meets at
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least quarterly with the surveillance group to review the status of their work to determine the adequacy of Ambac Assurance’s loss reserves and
make any necessary adjustments.

All credits are assigned risk classifications by the Surveillance Group using the following guidelines:

CLASS I — “Fully Performing — Meets Ambac Criteria with Remote Probability of Claim”

Credits that demonstrate adequate security and structural protection with a strong capacity to pay interest, repay principal and perform as
underwritten. Factors supporting debt service payment and performance are considered unlikely to change and any such change would not have a
negative impact upon the fundamental credit quality.

SURVEY LIST (SL) — “Investigation of Specific Condition or Weakness Underway”

Credits that require additional analysis to determine if adverse classification is warranted. These credits may lack information or demonstrate a
weakness but further deterioration is not expected.

CLASS IA - “Potential Problem with Risks to be Dimensioned”

Credits that are fully current and monetary default or claims-payment are not anticipated. The payor’s or issuer’s financial condition may be
deteriorating or the credits may lack adequate collateral. A structured financing may also evidence weakness in its fundamental credit quality as
evidenced by its under-performance relative to its modeled projections at underwriting, issues related to the servicer’s ability to perform, or
questions about the structural integrity of the transaction. While these credits may still retain an investment grade rating, they usually have
experienced or are vulnerable to a ratings downgrade. Further investigation is required to dimension and correct any deficiencies. A complete legal
review of documents may be required. An action plan should be developed with triggers for future classification changes upward or downward.

CLASS II — “Substandard Requiring Intervention”

Credits whose fundamental credit quality has deteriorated to the point that timely payment of debt service may be jeopardized by adversely
developing trends of a financial, economic, structural, managerial or political nature. No claim payment is currently foreseen but the probability of
loss or claim payment over the life of the transaction is now existent (10% or greater probability). Class II credits may be borderline or below
investment grade (BBB- to B). Prompt and sustained action must be taken to execute a comprehensive loss mitigation plan and correct deficiencies.
CLASS III - “Doubtful with Clear Potential for Loss”

Credits whose fundamental credit quality has deteriorated to the point that timely payment of debt service has been or will be jeopardized by adverse
trends of a financial, economic, structural, managerial or political nature which, in the absence of positive change or corrective action, are likely to
result in a loss. The probability of monetary default or claims paying over the life of the transaction is 50% or greater. Full exercise of all available
remedial actions is required to avert or minimize losses. Class III credits will generally be rated below investment grade (B to CCC).

CLASS IV - “Imminent Default or Defaulted”

Monetary default or claims payment has occurred or is expected imminently. Class IV credits are generally rated D.

CLASS V — “Fully Reserved”

The credit has defaulted and payments have occurred. The claim payments are scheduled and known, and reserves have been established to fully
cover such claims.

Below is the losses and loss adjustment expense roll-forward, net of subrogation recoverable and reinsurance for the period ended September 30,

2011:
Nine Months
Ended September
30, 2011

Losses and Loss Adjustment Expenses at December 31, 2010, net of
subrogation recoverable and net of reinsurance $ 2,478,435,028
Change in losses and loss adjustment expenses reserves due to:

Credits added 262,581,270

Change in existing credits 425,946,833

Change in subrogation recoveries (49,716,807)

Subrogation and reinsurance recoveries received,

net of claim payments 46,368,048

Cumulative effect of prior period error in correction of the (8,813,695)

liability for estimated losses
Net change in losses and loss adjustment expenses reserves 676,365,649
Loss and Loss Adjustment Expenses at September 30, 2011 * $ 3,154,800,677

* Includes $ 2,446,192,028 of claims that have been presented and not paid as of September 30, 2011.
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Number of Policies

Remaining weighted-average contract period (in
years)

Gross insured contractual payments outstanding:

Principal

Interest
Total

Gross claim liability
Less:

Gross potential recoveries
Discount
Claim liability reported in the balance sheet

Gross unearned premium revenue

Reinsurance recoverables reported in the balance
sheet

Surveillance Categories

v A\Y Total
178 1 179
8 10 8

$13,463,796,918

3,348,722,076

$46,704 $13,463,843,622

28,781  3,348,750,857

$16,812,518,994

$75,485 $16,812,594,479

$7,005,359,173 $75,485  $7,005,434,658
(3,260,355,171) - (3,260,355,171)
(590,251,590) (27,220)  (590,278,810)
$3,154,752,412 $48.265  $3,154,800,677
$ 31,152,960 $ - $31,152,960
$ 6,856,610 $ - $6,856,610
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8.1

8.2

8.3

8.4

9.1

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL
Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of Domicile, as
required by the Model Act? Yes[ ] No [X]
If yes, has the report been filed with the domiciliary state? Yes[ ] No[ ]
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the reporting entity? Yes[ 1] No[X]

If yes,date of change:

Have there been any substantial changes in the organizational chart since the prior quarter end? Yes[ 1] No[X]
If yes, complete the Schedule Y-Part 1 - Organizational chart.

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[ 1] No[X]

If yes, provide name of entity, NAIC Company Code, and state of domicile (use two letter state abbreviation) for any entity that has ceased to exist
as a result of the merger or consolidation.

1 2 3
NAIC State of
Name of Entity Company Code Domicile

If the reporting entity is subject to a management agreement, including third-party administrator(s), managing general agent(s), attorney-in-fact,
or similar agreement, have there been any significant changes regarding the terms of the agreement or principals involved? Yes[ ] No[ ] NA[X]
If yes, attach an explanation.

State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2010......ccvevinee

State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity. This date should
be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2006..........cocveveene

State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or
the reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 8/31/2007.......covvvricines

By what department or departments?
Wisconsin

Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement
filed with Departments? Yes[ ] No[ ] N/A[X]

Have all of the recommendations within the latest financial examination report been complied with? Yes[X] No[ ] NA[ ]

Has this reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or revoked
by any governmental entity during the reporting period? Yes[ ] No [X]

If yes, give full information:

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ 1] No[X]

If response to 8.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ 1] No[X]

If the response to 8.3 is yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a federal
regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of Thrift
Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate's
primary federal regulator].

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0CC 0TS FDIC SEC

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing
similar functions) of the reporting entity subject to a code of ethics, which includes the following standards? Yes [ X] No[ ]
(@)  Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and
professional relationships;
) Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;
) Compliance with applicable governmental laws, rules and regulations;
) The prompt internal reporting of violations to an appropriate person or persons identified in the code; and
) Accountability for adherence to the code.

(b
(c
(d
(e

9.11 If the response to 9.1 is No, please explain:

9.2

Has the code of ethics for senior managers been amended? Yes[ 1] No[X]

9.21 If the response to 9.2 is Yes, provide information related to amendment(s).

9.3

Have any provisions of the code of ethics been waived for any of the specified officers? Yes[ ] No[X]
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL

9.31 If the response to 9.3 is Yes, provide the nature of any waiver(s).

FINANCIAL
10.1
10.2 If yes, indicate any amounts receivable from parent included in the Page 2 amount:

INVESTMENT

11.1
for use by another person? (Exclude securities under securities lending agreements.)

11.2 If yes, give full and complete information relating thereto:

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?

Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available

The Company loaned securities with a carrying value of $268,711,699 to Ambac Financial Services, LLC pursuant to a revolving credit facility approved

by the Wisconsin Insurance Commissioner. There is no collateral for the loan.

12. Amount of real estate and mortgages held in other invested assets in Schedule BA:
13, Amount of real estate and mortgages held in short-term investments:
14.1 Does the reporting entity have any investments in parent, subsidiaries and affiliates?

14.2 If yes, please complete the following:

1
Prior Year-End
Book/Adjusted Carrying Value

Yes[X] No[ ]
R 618,246
Yes [ X] No[ ]
B 0
B 0
Yes [ X] No[ ]
2

Current Quarter
Book/Adjusted Carrying Value

14.21
14.22
14.23
14.24
14.25
14.26
14.27
14.28

Preferred Stock.
COMMON SEOCK. ...ttt bbb es
Short=-Term INVESIMENES.......coiiiicicecce e
Mortgage Loans on Real EState..........cccooiiiiririiiceece e
AlLOHNET ...ttt bbbttt benis
Total Investment in Parent, Subsidiaries and Affiliates (Subtotal Lines 14.21 to 14.26)...........
Total Investment in Parent included in Lines 14.21 to 14.26 above............cccccccevvvvviircvererenennne

15.1 Has the reporting entity entered into any hedging transactions reported on Schedule DB?

$ v, 7,758,092

..243,226,296

$ e 4,532,947

..186,286,589

15.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ 1] No[ ]
If no, attach a description with this statement.
16. Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting
entity's offices, vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held
pursuant to a custodial agreement with a qualified bank or trust company in accordance with Section 3, Ill. Conducting
Examinations, F-Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook? Yes [ X] No[ ]
16.1  For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook,
complete the following:
1 2
Name of Custodian(s) Custodian Address
Citibank, N.A. 333 West 34th Street, 3rd Floor, Securities Vault, NY, NY 10001
Bank of New York Mellon One Wall Street, 14th Floor, NY, NY 10286
16.2  For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation.
1 2 3
Name(s) Location(s) Complete Explanation(s)
16.3  Have there been any changes, including name changes, in the custodian(s) identified in 16.1 during the current quarter? Yes[ 1] No[X]
16.4 If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
16.5 Identify all investment advisors, broker/dealers or individuals acting on behalf of broker/dealers that have access
to the investment accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Name(s) Address
754 DeAM Investor Services, Inc 345 Park Avenue, Mailstop NYC03-0630, New York, NY 10154
113972 Standish 201 Washington Street, Suite 2900, Boston MA 021084-4408
17.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]
17.2 If no, list exceptions:
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GENERAL INTERROGATORIES (continued)
PART 2
PROPERTY & CASUALTY INTERROGATORIES

1. If the reporting entity is @ member of a pooling arrangement, did the agreement or the reporting entity's participation change? Yes[ ] No[ ] N/A[X]
If yes, attach an explanation.

2. Has the reporting entity reinsured any risk with any other reporting entity and agreed to release such entity from liability, in whole or in part, from
any loss that may occur on the risk, or portion thereof, reinsured? Yes[ 1] No[X]
If yes, attach an explanation.

3.1 Have any of the reporting entity's primary reinsurance contracts been canceled? Yes[ ] No [ X]
3.2 If yes, give full and complete information thereto:

4.1 Are any of the liabilities for unpaid losses and loss adjustment expenses other than certain workers' compensation liabilities tabular reserves (see
Annual Statement Instructions pertaining to disclosure of discounting for definition of "tabular reserves,") discounted at a rate of interest greater

than zero? Yes [ X] No[ ]
4.2 If yes, complete the following schedule:
1 2 3 Total Discount Discount Taken During Period
4 5 6 7 8 9 10 1
Maximum Disc. Unpaid Unpaid Unpaid Unpaid
Line of Business Interest Rate Losses LAE IBNR Total Losses LAE IBNR Total
.......................... 5.100 %/ ..490,712,632 |....cooouovvcecves Lo | 490,712,632 [ ...(71,775451) | oo L | . (71,775,451)
Total...oooovieiececes [ XXX e XXX....... 490,712,632 | ..coverrnnn (U 0 [..490,712,632 |...(71,77545N) | .....cvocvneenn. (V) 0 |...(71,775,451)
5. Operating Percentages:
5.1 A&H loss percent 0.0 %
5.2 A&H cost containment percent 0.0 %
5.3 A&H expense percent excluding cost containment expenses 0.0 %
6.1 Do you act as a custodian for health savings accounts? Yes[ ] No[X]
6.2 If yes, please provide the amount of custodial funds held as of the reporting date. 0
6.3 Do you act as an administrator for health savings accounts? Yes[ ] No[X]
6.4 If yes, please provide the amount of funds administered as of the reporting date. 0
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SCHEDULE F - CEDED REINSURANCE

Showing All New Reinsurers - Current Year to Date
3

1
NAIC
Company
Code

2
Federal
ID
Number

Name of Reinsurer

Domiciliary Jurisdiction

5
Is Insurer
Authorized?
(YES or NO)

NONE

Qo9




Statement for September 30, 2011 of e AmMbac Assurance Corporation

SCHEDULE T - EXHIBIT OF PREMIUMS WRITTEN

Current Year to Date - Allocated by States and Territories

1 Direct Premiums Written Direct Losses Paid (Deducting Salvage) Direct Losses Unpaid
Active Currer?t Year PriorSYear Curre:t Year Prior Year Currer?t Year Prior7Year
States, Etc. Status to Date to Date to Date to Date to Date to Date
1. Alabama......cccocovvivinieinn. AL|....... Lo e 269,068 | ...covverriene 179,250
2. Alaska... JAK Lo e | | s
3. ANZONa.....oii AZ ... L. 089 | 29,674
4. ATKanSas........cccoeeeieeeinas AR |....... Lo [ 61,414 | .o 586,497
5. California.........ccocoevrririnnnne. CAJ...... Lo [ 7,937,426 | ..ccoovvnnnee 9,958,057
6. Colorado........cccoevrrirrrrinnn COof...... Lo [ 1,838,989 | ..coovvinnnn. 2,752,822
7. Connecticut..........ccoouerrunnes CT|...... Lo e 481,945 | .o 1,472,364
8. Delaware.........ccccovveevennen. DE]|....... Lo [ e 4,855,373 | covvverene 5,790,121
9. District of Columbia.............. DC|....... S TSR BT TTT
10.  Florida.......cccoovevreiieieinns FL|....... Lo [ e 695,304 | .ooovreiinnn 785,029
11, GEorgia......ccovvevvrerrrerrnnn. GA ... Lo [ e 410,284 | .oevviennn 678,133
12.  Hawaii... JHE L. ...1,309,140 1,535,246 |....
13, 1dah0....ccveeeiceiceecee Df.... Lo [ 98 [ 184
14, MINOIS ..o IL]....... Lo [ 5,084,399 | .....ccoeene. 11,191,629
15, Indiana.......cccovvviinicnicnnes INT....... Lo [ e 154,311 | oo 253,648 | ..o [ [ |
16, 1OWa....ciieee IA]....... Lo [ 78,964 | .o 109,303 | ovvierierrierrieinrens | e [ [
17, Kansas......ooovvvivvininninn. KS|.... Lo [ e 385,470 | ..ovveieciiiene 386,867 [...cvvierreiieas 9,343 [ 3,756 [ oo [
18, Kentucky.....oooocvviviviicinnn, KY]....... Lo [ e 290,639 | .ooevierirnnn 603,086 | ....cvevevireerierrieiriens [ [ |
19.  Louisiana.......cccocoeevereerieennnne LA]....... Lo [ e 427,554 | oo BIAAET oo [ | | s
20. Maine.....oooviiieiireeines ME]....... Lo [ [ e 252,513 [ .o [ [ |
21, Maryland.......ccccoovinicinnnne MD{....... [ 1,136,505 1,268,528 (1,253,380) | cvvevenennn 2,984,806 | ............ 377,317,666 | ............ 295,220,178
22.  Massachusetts. MAJ...... L. . ...1,639,373 8,566,654 (5,204,876) | .. .(494,453) 138,778,225 ...94,728,906
23. Michigan........c.ccovevirnirnnnne MIf....... Lo e 981,247 1,394,829 | ..o [ [ [
24, Minnesota........cccocevrveinrenn. MN....... Lo [ e 11,149,205 | .............. 11,621,648 | ..ooovvnnen. 8,641,021 [ ..oocvvinnee 3,956,342 | ............ 224,702,481 | ............ 281,539,913
P [ STESTS] o o) MS |....... T O U PO TP OTT PUSUT PP PTPOTSTTR PORPOTTRPPPOTTRTVRTR PSPPI
26.  MiSSOUTi......coovveiriiiinnn. MO]....... Lo [ 1,650,295 | ..o 1,708,305 | ..oocvieeierienieniiens [ [ [
27. Montana........cccooeueiiueiennns MT]....... Lo [ e 242,790 | ooveerieienn 409,540 [ .o [ [ |
28. Nebraska.......cccocovvirienuenn. NE[....... L | | e | e | v [ e snenes [ ereeeere e
29. Nevada.......ccooovivvieinnnn, NV]....... Lo [ e 342,790 | oo 17,795 [ [ e | e 211,865,288 | ............ 198,248,412
30. New Hampshire.................... NH]....... Lo [ e 146,743 | v 7 O PO R DR
31, New Jersey......ccoovvreennnn. [\ I L. 422,893 394,827 | oo 7,582,437 [ oo 7,126,005 | .....c......... (9,588,410) | ovovvevrnnne (2,235,643)
32.  New MexiCo.........ccoverevrnanens NM{....... L., . 267,888
33, New York.....oooooevvevnne. NY i Lo [ e 57,136,052
34.  North Carolina.............cc......NC | ....... Lo [ 1,220,311
35.  North Dakota...........cccoeoeee . ND | oo Lo [
36.  ONi0...cccvvcercricnieeee . OH Leveees [ e 777,732
37.  Oklahoma.......cccccovrrvrinenn. OK | oo Lo e e | [ [ e |
38. Oregon......ccocevevevienneeen. OR | Lo [ 16,427 | oo, 16,566 [ ..vvreveeeeiereineenies e [ |
39. Pennsylvania..........cocoeeeee . PA | L. ..696,286 ...7115,700 2,632,274)] .. .(3,952,233) .(23,936,592)] .............(24,109,106)
40. Rhode Island..........ccccoveeee . Rl i [ 556,069 929,620 | ..ooevieeieinierieniens e [ |
41.  South Carolina......................8C | ....... Lo [ e 578,038 | .oocvvieirienn 485,269
42.  South Dakota............ccceee.....SD | [
43, Tennessee........coeeeveeeee IN| o L.
44, TeXaS..oooooeereeereeneeen IX | e [T (SO 2,165,003 [ ..evovieeeecen 2 7T6,977 | oo | et [ e [ e
45 Utah....cooooielUT | Lo [ B8B6 | ..o [ [ | | s
46.  Vermont.......cococovvvveveceee VT | Lo e | eeennnnenen 1240495 | [ [ [
47, Virginia.......oooooovveerieneeec VA | Lo [ e 41,4971 | oo 2,182 [ e [ | | s
48.  Washington..........ccocccoveee . WA| L. Lo [ e 574,161 | oo 578,694 [
49.  West Virginia.........c.ooovee . WV o [ ..156,250 ..93,670 |...
50.  Wisconsin........c.cceeeveveree . W[ Lo [ 3,697 | .oeeeiiiieenn4,995 [
51. Wyoming......oceovrvvvvvrceee . WY [l Lo [ | | e | e [ [
52.  American Samoa................... AS|....... Nuvreee e | eererennieeesninnneees | eeerneseenesenesesnines | reresesenenesenesesessnenes [ ereeeenenenenensnesnnnes [ eeesenennereeese s nneeeeeas
53, GUAM..cooiieceeees GU[....... Luveer [ errrreeerrinssnennnns | oo | eeennsiesesssssnsssssssnes | renessseesnensnnssssnnnns [ ereeiesnsnnesnsnnsnnes [ eesesnsnnenesens e
54. Puerto RiCO........cccovvriiinne PR]....... Lo | e 5,225 | oot |t |t | |
55.  US Virgin Islands.................... VI|....... Luveer e | oo | eeenssessenssssesssssnns | errvssesesssnnnssssnnnns | oereiesnsnnsessnnsnnes | eoessnsnneessnenn
56. Northern Mariana Islands.....MP{....... |\ IS I
57. Canada.........ccccoeevvvrnenene. ON [ N.......
58. Aggregate Other Alien...........0T]|..... XXXKeowoo| i 4,451,823 | ................ 9,561,347 | o0 | (45,503) | oo [V I 0
59. Totals 117,072,607 191,739,060 183,262,928
DETAILS OF W
5801. Cayman Islands...........cccocovvrens [ cenee XXX oo 1,153,361 |.covvieiiene 6,388,685
5802. Australia.........cccccoverierrvenncns [ e XXX..... 3,218,841 3,102,599
5803. New Zealand..........ccccooeuervrninns [ eenee XXX 79,621 [ 70,063
5898. Summary of remaining write-ins
for Line 58 from overflow page... | ..... )0,9 TN I (01 R (01 (0 TR (01 RO (01 IO 0
5899. Totals (Lines 5801 thru 5803 +
Line 5898) (Line 58 above).........] ..... XXX | i 4,451,823 | ................ 9,561,347 | ..o (V] (45,503) ] vovovvie (U [ 0
(L) - Licensed or Chartered - Licensed Insurance Carrier or Domicilied RRG; (R) - Registered - Non-domiciled RRGs; (Q) - Qualified - Qualified or Accredited Reinsurer;
(E) - Eligible - Reporting Entities eligible or approved to write Surplus Lines in the state; (N) - None of the above - Not allowed to write business in the state.

(@)

Insert the number of L responses except for Canada and Other Alien.
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Statement for September 30, 2011 of the Ambac Assurance Corporation

SCHEDULE Y - INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
PART 1 - ORGANIZATIONAL CHART

NONE



Statement for September 30, 2011 of e AmMbac Assurance Corporation

PART 1 - LOSS EXPERIENCE

Current Year to Date

Lines of Business

1
Direct Premiums
Earned

Direct Losses
Incurred

2 3
Direct
Loss Percentage

4
Prior Year to Date
Direct Loss
Percentage

. Farmowners multiple Peril..........ooveieeiiiriiiceeeee s
. Homeowners multiple peril...........ccoceirniienceeee e
. Commercial MUItiPIE PEFil.........cccuiurirriieceecee s
. MOMGage GUATANTY.....c.cvvieiiciere e
. Ocean marine......
. Inland marine.......
. Financial guaranty.......
. Medical professional liability - occurrence... .
. Medical professional liability - claims-made...........c.c.cocoerrrinninsi
12, BarthqUaKe........coovieccieee e
13. Group accident and health...........ccocoeeiicrrriee s
14. Credit accident and health...
15. Other accident and health.... .
16. WOrKers' COMPENSALION. .........ovvrireeeereieeiieieeeee e
Other liability-0CCUITENCE. ..o s
17.2 Other liability-claims made......
17.3 Excess workers' compensation...
Products liability-occurrence....
18.2 Products liability-claims made.....
19.2 Private passenger auto liability...
19.4 Commercial auto liability........

. Auto physical damage..

N
SOW®O®OUTA WN

o WAITANEY. ..o
. Reinsurance-nonproportional assumed property. .
32. Reinsurance-nonproportional assumed liability.............cccocerernnininininnne
33. Reinsurance-nonproportional assumed financial lines...........c.cccococcueununne
34. Aggregate write-ins for other lines of business..............cccccvvienicicinnnee

279,678,273 | .

35, TOHAIS.....cvvcecece e

..................... 282,678,136 |..

DETAILS OF WRITE-INS

. Sum. of remaining wite-ins for Line 34 from overflow page...
. Totals (Lines 3401 thru 3403 plus 3498) (Lin€ 34)...........cooovvvrvrrirerriennnee.

PART 2 - DIRECT PREMIUMS WRITTEN
1 2

Lines of Business

Current
Quarter

Current
Year to Date

3
Prior Year
Year to Date

. Allied lines.........cc.co.....

. Farmowners multiple peri
. Homeowners multiple peril...
. Commercial MUItPIE PETil.......cooiiiiieieieieciceee e

. Ocean marine
. Inland marine.......

O © oo U WN

Medical professional liability - OCCUITENCE..........ceururriireicirirrieeieeees
11.2 Medical professional liability - claims made.
12. Earthquake.........cccooveernniiccee,
13. Group accident and health...
14. Credit accident and health...
15. Other accident and health....
16. Workers' compensation...
Other liability-occurrence.....
17.2 Other liability-claims made......
17.3 Excess workers' compensation...

18.2 Products liability-claims made..........cccooovvvvrreeiiiiceeeee e
19.2 Private passenger auto liability...

26: Burglary and theft....
27. Boiler and machinery...

29. International.
30. Warranty......coooeeernnnccerecesne

31. Reinsurance-nonproportional assumed property.
32. Reinsurance-nonproportional assumed liability.......
33. Reinsurance-nonproportional assumed financial lines............ccccccceveriririnn,
34. Aggregate write-ins for other lines of bUSINESS..........cccvereurireinricrene
35, TORAIS.......couciiiciiciicc

. MOMGage QUATANTY.......coviiiicirie e

. Financial QUaranty............coooeeernicceeeee e

Products liability-0CCUMTENCE.........c.ovieeeceee s

..................................... 34,143,947

DETAILS OF WRITE-INS

: Sum. of remaining write-ins for Line 34 from overflow page...........cccccuvn...
. Totals (Lines 3401 thru 3403 plus 3498) (Lin€ 34)..........cccrevrrierrieirriennee
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Statement for September 30, 2011 of the Ambac Assurance Corporation

PART 3 (000 omitted)
LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES SCHEDULE

1 2 3 4 5 6 7 8 9 10 11 12 13
Q.S. Date Known Q.S. Date Known Prior Year-End Known Prior Year-End Prior Year-End
Total Prior 2011 2011 Case Loss and Case Loss and LAE Case Loss and LAE | IBNR Loss and LAE Total Loss
Prior Year-End Prior Year-End Year-End Loss and LAE Loss and LAE Total 2011 LAE Reserves on | Reserves on Claims Q.S. Date Total Q.S. Reserves Developed | Reserves Developed | and LAE Reserve
Years in Which Known Case IBNR Loss and Payments on Claims | Payments on Claims Loss and Claims Reported and | Reported or Reopened IBNR Loss and LAE (Savings)/Deficiency | (Savings)/Deficiency Developed
Losses Loss and LAE Loss and LAE LAE Reserves Reported as of Prior |  Unreported as of LAE Payments Open as of Prior Subsequent to Loss and LAE Reserves (Cols. 4 +7 (Cols.5+8+9 (Savings)/Deficiency
Occurred Reserves Reserves (Cols. 1+2) Year-End Prior Year-End (Cols. 4 + 5) Year-End Prior Year-End Reserves (Cols. 7 +8+9) minus Col. 1) minus Col. 2) (Cols. 11 +12)
1. 2008 + Prior....... [ cccooveunn 226,136 |.oooverieeieiieeieiens | e, 226,136 [..ccocovrrirnnns (34,070) [ ..o e [RZX0r{0)] E— 179,078 | oo e [ 179,078 |, (81,128)[ oo (U] PR (81,128)
2..2009......cciiees | e 174,897 | | e 1174,897 | .o (36,024) [ ..o i (36,024)] ................ 1,337,878 | oo | e | e 1,337,878 | oo 126,957 | oo (V] - 126,957
3. Subtotals
2009 + Prior....... | ceccvvvenane 1,401,033 | oo (V) 1,401,033 | ..o (70,094) [ ..o (U (70,094)] ............... 1,516,956 | ..o (] I (V) 1,516,956 |....ccovvvvrnnnn 45829 [ ..o (U P 45,829
4. 2010 [ 1,068,588 |......ccovvvvinvvicicins | e 1,068,588 | .........cccoovnnnnnn 11,011 | [ 11,011 | o 1,319,495 | oo | e | i 1,319,495 | ..o 261,918 [ .o (V) PR 261,918
5. Subtotals
2010 + Prior....... | voovrveennes 2,469,621 [ .covoviiie [V 2,469,621 [....ccovvvnnnn (59,083) [ ..o (O I (59,083)] ...ccveveve. 2,836,451 [ oo [ I [V 2,836,451 [ ..o, 307,747 | oo (V] I 307,747
6. 201 | e 0,9, ST [T .39, S S XXX | i, .0 SO [ 12,718 [ .o 12,718 | D0, O 318,350 |...oooveeeeiiniiniaes [, 318,350 |............... D0, O P XXXovvvvees v XXX
7. Totals....ocooveevs | vevvrriiniees 2,469,621 [ ..o (] 2,469,621 [...coovvvriinne (59,083) | ...cocvvverririne 12,718 |, (46,365)] ...coovvevne. 2,836,451 [ ..o, 318,350 [ .ovvvverieiiieias (V) 3,154,801 | .o 307,747 | oo (] [ 307,747
8. Prior Year- Col. 11, Line 7 Col. 12, Line 7 Col. 13, Line 7
End's Surplus As % of Col. 1, As % of Col. 2, As % of Col. 3,
As Regards Line 7 Line 7 Line 7
Policyholders | ............... 1,026,920
1. e 125 %[2. oo 0.0%3. oo 125 %
Col. 13, Line 7
Line 8
4 i, 30.0 %




Statement for September 30, 2011 of e AmMbac Assurance Corporation

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of
business for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code
will be printed below. If the supplement is required of your company but is not being filed for whatever reason, enter SEE EXPLANATION and provide an
explanation following the interrogatory questions.

1. Will the Trusteed Surplus Statement be filed with the state of domicile and the NAIC with this statement?

Response

NO

2. Will Supplement A to Schedule T (Medical Professional Liability Supplement) be filed with this statement?

NO

3. Will the Medicare Part D Coverage Supplement be filed with the state of domicile and the NAIC with this statement?

NO

4. Will the Director and Officer Supplement be filed with the state of domicile and the NAIC with this statement?

NO

Explanation:
1.

2

3

4

Bar Code:
*= 1. 8 7 08 2 0114 900000 3 =
*= 1 8 7 0 8 2 0114550000 3 =
=1 8 7 08 2 0113650000 3 =

=1 8 7 08 201150050000 3 =

Q14



Statement for September 30, 2011 of the Ambac Assurance Corpo

ration

Overflow Page for Write-Ins

Additional Write-ins for Liabilities:

1 2
Current December 31,
Statement Date Prior Year
2504. Liabilities allocated to Ambac Assurance Corporation Segregated ACCOUNL............ccoeriiieirieininiereieie e (6,304,293,799) (5,626,404,050)
2505 Liabilities assumed from Ambac Assurance Corporation Segregated ACCOUNL............ccovvriririiericnininieieieisnneeeessenens [ e 4,431,126,352 ...3,744,929,987
2506. Liabilities of Ambac Assurance Corporation Segregated Account................... .1,874,423,529 ...1,884,537,313
2597.  Summary of remaining Write-inS fOr LINE 25.............covuiiiiiiiiiiiiiieee ettt | ot 1,256,082 | ..o 3,063,250
Additional Write-ins for Statement of Income:
1 2 3
Current Year Prior Year Prior Year Ended
to Date to Date December 31

1404. Change in liabilities assumed from Ambac Assurance Corp Segregated ACCOUNL...........ccvuriiuerrieceninerieeneecnienn | cerrieiene (686,192,616) ] ......... (3,226,267,159) | ......... (3,744,929,987)
1497. Summary of remaining Write-ins fOr LINE 14.............ooviuiiiiiiieee e | ceeeneennens (686,192,616) | ......... (3,226,267,159)| ......... (3,744,929,987)

Q15




Statement for September 30, 2011 of e AmMbac Assurance Corporation

SCHEDULE A - VERIFICATION

Real Estate
1 2
Prior Year Ended
Year to Date December 31
1. Book/adjusted carrying value, December 31 Of PriOr YEAI.........ccccoiiiriiririiiiccieies et | sentseisbeb et 0 |t
2. Cost of acquired:
2.1 Actual cost at time of aCqUISItION. .......cccoeririririeieece s
2.2 Additional investment made after acquisition....
3. Current year change in encumbrances...........cccooeeerrnnencrcnnnnereceeen 2
4. Total gain (I0SS) ON GISPOSAIS. .......c.iueuriririiriseieieieieie ettt ettt ettt sttt s e bbb s s nesnnets | sbebnentsesebesssns st e st et b et st esebebennne | neaebebeb ettt ettt b bbbt enee
5. Deduct amounts reCEIVEA ON QISPOSAIS........c.cururiiuiuririririieeieieis ettt b sttt se bbb st sesebebebesas | nebebebassesesebebebebntsesebebebsssesesnbebens | bebattsesebetaentaeseb et et b et st bt eb e e s
6. Total foreign exchange change in book/adjusted CarrYiNG VAIUE...........cceuriiiiiiiiriii ettt | seretet sttt stssbebens | frertesesebetse st st eb ettt b et bee e s
7. Deduct current year's other than temporary impairment FECOGNIZEA. ........c.cururiiieieiriririceieiees et seesees | neretetsene et eae ettt s sssssetens | rereneseseeseseseaeesebe bt eeseseseteseeeees
8. Deduct CUTENt YEAI'S EPrECIALION. ........c.cveuirceisciictces e niees | ettistseisnseistseienstienneeenseesnneesnnsees | cereteetste ettt
9. Book/adjusted carrying value at end of current period (Lines 1+2+3+4-5+8-7-8)...........oeriuerniemniennienienicnseneens | e 0 [ o 0
10.  Deduct total NONAAMITEEA @MOUNES..........ceirieieiiccieie ettt s e esssssens | oetetesssnseseesassnssesenesesesnssssnresesens | rtsseesesesesssnsneseseensnsnsaeseresesasasnes
11. Statement value at end of current period (Line 9 MIiNUS LINE 10)............coviiviiriiniiiiiiiiesiniisesnsiesnisiseissssnnns | ot (O 0
SCHEDULE B - VERIFICATION
Mortgage Loans
1 2
Prior Year Ended
Year to Date December 31
1. Book value/recorded investment excluding accrued interest, December 31 of Prior YEar..........coveveveinniininnicees | v 0 |t
2. Cost of acquired:
2.1 Actual cost at time Of ACGUISIION. .......c.ciiiiiicieiccei e b e ss st ssesesesens | sertsssseseseseseesesssssseseseseseesnssssase | nessssesesesesesee st ss st esesesesese e s s esee
2.2 Additional investment made after ACQUISITION. ...........c.ceiiiiiiiccccec e | ererereree et sereres | ererereree ettt rers
3. Capitalized deferred interest and other.........ccccccoevvvvvvcccccccvvvcceeen I A ... | | e
4. Accrual of diSCOUNL...........cciuiiiiriiiiieie e N \ E .............................................................................................................
5. Unrealized valuation increase (decrease)...........ccocoevvrrverercreererrnercncreeee L NI I B N DI | e [ s
6. Total gain (I0SS) ON BISPOSAIS. .......cvivieiriieiririiieeieieis ettt ettt ekt bbb bbb s s st ebebennes | nebebebasatsesebebebabne st sebebeb et ssstsnbebans | Hrbrttsesebetsentaeseb et et nt sttt et e s
7. Deduct amounts reCEIVEA ON QISPOSAIS..........cururiiueieiririeieeieiete ettt ettt ettt s s bbb s s e s s ebeb et s sesesesesesas | nebetetssssstsesetetasaesesebetetassssssnsetass | orbesesesesesssnsatsnsesetesasaesesetesasanes
8. Deduct amortization of premium and mortgage interest points and COMMItMENE FEES............criuiiriririiicerccerns | et | et ettt es
9. Total foreign exchange change in book value/recorded investment excluding accrued iNterest............ccvveviircnieniees [ e | e
10. Deduct current year's other than temporary impairment FECOGNIZEA...........c.cveuririiriieiiieiiineieeeinie e eiennees | et ssseeee | oeunteeintee ettt cessecenees
11.  Book value/recorded investment excluding accrued interest at end of current period (Lines 1+2+3+4+5+6-7-8+9-10)...... | ovvvvvvvrivririinincrenns 0 [ i 0
12, Total ValUGLION GIOWANCE. ...ttt se st s ssenessaesesssnnsns | neteuetnsntesetstssnsseenesesessssssnsesesess | ersenesesnsesssnenssesneesasnsansesetesasasnes
13, Subtotal (LINE 11 PIUS LINE 12).....eeeeiiceieiee ettt asas s e nseaesnnns | etrenseseeeteeneneseseeeaeesenennsereaeens (O 0
14, Deduct total NONAAMITEEA @MOUNES..........iiieeeieiiceieie ettt es et s e esssesess | oetetesnsseeneenessneseseneeeassssnssnsesesens | reseeeseseeessenenssnsneesssnsanseresesasaenes
15. Statement value at end of current period (Line 13 MINUS LINE 14).........coceiiurieirniiniiiniinicinicnienienicniensennens | vt (O T 0
SCHEDULE BA - VERIFICATION
Other Long-Term Invested Assets
1 2
Prior Year Ended
Year to Date December 31
1. Book/adjusted carrying value, December 31 Of PriOr YEAI.........c.cccriiiriiiiriiiiecceis s | esebebeb s 15,901,820 [ ..oovvvveiiiicici 11,052,550
2. Cost of acquired:
2.1 Actual cost at time Of ACQUISIION. .......c.ceiiiiiicice e bbb sse e nens | neresssessesesesesesesssesssssseseseseennsnnns | oetsssseseeens s s seesens 24,254,020
2.2 Additional investment made after aCQUISITION. ...........c.c.ciiiiiiiicccec e | ererrere s 109,437 | oo 9,242
3. Capitalized deferred iNtEreSt ANA OLNEI..........c.o ittt iebe s | nebebeb sttt bebe bttt ettt estnebebens | Hebretsesebeb et st st eb et e bttt b et en e s
4. ACCIUAIL OF GISCOUNL. ...t bbb bbbt | conb et sttt [ cbtbet et bbb
5. Unrealized valuation iNCrease (JECIEASE)...........uuiueururerririreiririniitceie ettt ettt benenas | ebebessessaseseae s ssenaees (1,387,065) | ..eveevveiricrcieiniens 4,823,036
6. Total gain (I0SS) ON BISPOSAIS. .......veviirireiiiririiiiicieieis ettt bbbttt b s s benns | netsebebebebse st et e bbbt 559 | i (23,751,121)
7. Deduct amounts reCEIVEA ON QISPOSAIS........c.cueviuiueuririririeieieieie ettt s b b nssesesssesesnnns | oesesesesesseseneseseeesasnees 2,079,909 | ..o 284,768
8. Deduct amortization of premium and dEPreCiation..............covieuieiieiiieieee s [ seteee s | e
9. Total foreign exchange change in book/adjusted CaImyiNg VAIUE...........ccceuriiuriiiriiiiii et [ ettt 94 [ (201,139)
10. Deduct current year's other than temporary impairment FeCOGNIZEA...........ccvuuririuriiriieriieieeinie e eieneeneensees | et | ettt ettt cesceeeneee
11. Book/adjusted carrying value at end of current period (Lines 1+2+3+4+5+6-7-8+9-10)........coceurrnrrienienicnienieniens | v 12,544,936 | ...ooooveecc 15,901,820
12.  Deduct total NONadMIttEd @MOUNES...........c.ovieeieeeecece ettt et ettt et e st estestestestestestestesaesresresresnes | eeresresresesearesreereareans 4,532,947 | cvovie 7,758,092
13. Statement value at end of current period (Line 11 MINUS LINE 12)..........cccrurriiirieiriiiiieieesieisicenisessseeisiesseeseeens | coveereeeinenssssessnensnes 8,011,989 | .oovvveevcereeeee 8,143,728
SCHEDULE D - VERIFICATION
Bonds and Stocks
1 2
Prior Year Ended
Year to Date December 31
1. Book/adjusted carrying value of bonds and stocks, December 31 Of Prior Year...........cooceerrnrniiicnnnncceenneeeens [ e 4,714,671,598 6,536,957,415
2. Cost of bonds and stocks acquired.. ..122,619,222 ...936,442,604
3. Accrual of discount.........cccccoeerviriinnnnn. ..159,831,970 ...166,956,463
4. Unrealized valuation increase (decrease). ...(84,617,664) | .. ....(92,907,891)
5. Total gain (I0SS) ON BISPOSAIS. .......cvvuiririiriririicieieieirie ettt bbbttt nenes | sentsesebeb b sttt es 2,251,020 [ .oovoeveiiccine 71,860,176
6. Deduct consideration for bonds and stocks disposed of. ..845,868,849 |.. 2,804,131,231
7. Deduct amortization of premium..........ccccccovvvcvieniieiiienieins 128,653,878 | oo 49,552,933
8. Total foreign exchange change in book/adjusted Carrying ValUE............cccocuvviuriiirininiinceceee e eeeeiesiees | e 894,561 ....(10,646,282)
9. Deduct current year's other than temporary impairment recognized.................. ....38,836,443 | ..o 40,306,724
10. Book/adjusted carrying value at end of current period (Lines 1+2+3+4+5-6-7+8-9)... ...4,602,291,537 |.. 4,714,671,598
11. Deduct total NONadMIttEd AMOUNES.........c.ocvieieeeeececeececeecee ettt teneseesesaenssestesnssesstenstennsnens | oreesereesseessteesseeseeereaes 160,358 | .ovvvevereeeeveeereen 59,318,868
12. Statement value at end of current period (Line 10 MINUS LINE 11).........ovueuerriiiieieiiiiecieeeeceeeeecceeseeeseneeeeees | eereieesieeeeeinneeeneas 4,602,131,179 4,655,352,730
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Statement for September 30, 2011 of the Ambac Assurance Corporation

SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity
During the Current Quarter for all Bonds and Preferred Stock by Rating

Class

1
Book/Adjusted Carrying
Value Beginning
of Current Quarter

2
Acquisitions
During
Current Quarter

3
Dispositions
During
Current Quarter

4
Non-Trading Activity
During
Current Quarter

5
Book/Adjusted Carrying
Value End of
First Quarter

6
Book/Adjusted Carrying
Value End of
Second Quarter

7
Book/Adjusted Carrying
Value End of
Third Quarter

8
Book/Adjusted Carrying
Value December 31
Prior Year

................... 4,368,735,483

...................... 534,770,801

........................ 11,813,351

........................ 27,423,540

...................... 183,966,309

................... 1,102,888,702

.......................... 8,865,585

........................ 10,607,336

........................ 13,578,215

........................ 37,540,533

................... 1,145,010,472

........................ 12,105,229

.......................... 1,307,420

............................. 817,759

.......................... 6,214,433

........................ 17,746,039

....................... (70,738,388)

........................ 89,353,650

......................... (3,515,808)

.......................... 3,011,744

.......................... 4,852,189

......................... (2,182,176)

................... 4,422,514,715

...................... 528,358,644

.......................... 7,622,177

.......................... 1,051,959

........................ 65,127,827

...................... 170,283,477

................... 4,368,735,483

...................... 534,770,801

........................ 11,813,351

........................ 27,423,540

...................... 183,966,309

................... 4,255,875,325

...................... 620,884,807

.......................... 6,990,123

........................ 12,801,321

........................ 39,639,511

...................... 201,578,627

................... 4,242,372,192

...................... 627,318,052

.......................... 8,467,655

........................ 15,073,303

........................ 96,233,205

................... 5,126,709,484

................... 1,173,480,371

................... 1,183,201,352

........................ 20,781,211

................... 5,194,958,799

................... 5,126,709,484

................... 5,137,769,714

................... 4,989,464,407

PREFERRED STOCK

ClIASS Tttt

ClIASS 2.t

ClaSS 4.ttt

ClaSS Bt

Total Bonds and Preferred StOCK.........ccovvvvviiriieeciiisesceeeeeeeiee s

................... 5,126,709,484

................... 1,173,480,371

................... 1,183,201,352

Book/Adjusted Carrying Value column for the end of the current reporting period includes the following amount of non-rated short-term and cash equivalent bonds by NAIC designation:

NAIC 1§.....274,237,432;

NAIC 2§.......... 0;

NAIC3S......... 0;

NAIC4S......... 0;

NAIC5S.......... 0;

NAIC6S.......... 0.




Statement for September 30, 2011 of e AmMbac Assurance Corporation

SCHEDULE DA - PART 1

Short-Term Investments

Book/A1djusted ’ Ac?ual Interest éollected Paid for Acc?ued Interest
Carrying Value Par Value Cost Year To Date Year To Date
9199999, Totals..........ocvvvvrvrerrerrcrrcre | v 717,331,819 .o, XXX | v, 717,338,472 | oo, 489,039 | ..o 76,618
SCHEDULE DA - VERIFICATION
Short-Term Investments
1 2
Prior Year Ended
Year to Date December 31
1. Book/adjusted carrying value, December 31 Of PriOr YEAI.........c.cviiiirireeiiceeesee e sssssenns | seresenesnssseseineneenees 510,261,013 | coveiieeecne 619,100,527
2. Cost of short-term inVeStMENtS ACGUIFEA. ..........viueirieiiiceeese et s st snsnsesens | nesesesesnsnsnssnsnsnsns 2,698,475,028 |...covvvvereeririinnne 9,099,932,216
30 ACCTUAN OF GISCOUNE. ...ttt sbenaes [ srebesebessebe st sebennies | oebrtses ettt
4. Unrealized valuation iINCrEASE (ECIEASE)..........eeueveririreieieieiieieisssesssasesesesesssasssesessssssssesesessssssssesesesessssnsesesesessssaseseses | sressssssssesessssssssssesssssnssssssesessssnns | nesesesessssssssssesesasssssssesesesssssnsens
5. Total gain (I0SS) ON GISPOSAIS........c..vuvuiviriiieiicieieirit ettt bbbttt s nseseies | totbebetee et bbb 37,688 | .o (155,439)
6. Deduct consideration received 0N QISPOSAIS...........cviiiiieirieieieriiirieiee ettt esesesenesenens | nertssssese e 2,491,429,168 |.....c.coovervverernn 9,208,961,941
7. Deduct amortization Of PrEMILUM.........c.cceiiiiiiieee ettt bbbt s e ssssesesesesesens | ereressssssesesesesesenssessssesesesesensssnns | aeesesesesesesnsassseseseresenesssesasans 82
8. Total foreign exchange change in book/adjusted Carrying VaIUE...........c.coouiiiiiiieiiniieieieiseee e | s (12,742) [ ..o 345,732
9. Deduct current year's other than temporary impairment FECOGNIZEA. ........c.cururiiiiieiriririreieierrecees e | eebeietsnt et stererens | rerenter ettt ebebeeeees
10. Book/adjusted carrying value at end of current period (Lines 1+2+3+4+5-6-7+8-9)........ccovriirrrnniiieinnneeeerrens | v 717,331,819 | oo 510,261,013
11. Deduct total NONadmitted @MOUNLS.............coiiiiiiiiicr bbb seniens | etstiettist sttt sienenies | ebrtiet sttt ettt
12. Statement value at end of current period (Line 10 MINUS LINE 11).......ccruruiiiiiiiiriiiieicrecceee e | v 717,331,819 | oo 510,261,013

QsIo3




Statement for September 30, 2011 of e AmMbac Assurance Corporation

Sch. DB-Pt A-Verification
NONE

Sch. DB-Pt B-Verification
NONE

Sch. DB-Pt C-Sn 1
NONE

Sch. DB-Pt C-Sn 2
NONE

Sch. DB-Verification
NONE

QsSI04, QSI05, QSI06, QSI07



Statement for September 30, 2011 of e AmMbac Assurance Corporation

SCHEDULE E- VERIFICATION

Cash Equivalents

1

Year to Date

2
Prior Year Ended
December 31

10.

1.

12.

. Book/adjusted carrying value, December 31 of prior year...............

. Cost of cash equivalents acquired............c.cccoeerrniceirsnnencneenn

. Accrual of diSCOUNt.........cocveveveiciciccec e

. Unrealized valuation increase (decrease).............ocovueervrerrireennnee

. Total gain (10SS) 0N diSPOSAIS.........covvevercirirciriciricirceeeeienes

. Deduct consideration received on disposals..............cccceevcuerrrnnnn.

. Deduct amortization of premium............ccoveeiviriieeeesseeeenns

. Total foreign exchange change in book/ adjusted carrying value....

. Deduct current year's other than temporary impairment recognized

Book/adjusted carrying value at end of current period (Lines 1+2+3+4+5-6-7+8-9).........ccccovrnriirnnnnniinnns

Deduct total nonadmitted amounts..............ccccceeeriveririererccceenn,

Statement value at end of current period (Line 10 minus Line 11)...

................................... 5,879,659,643

............................................ 340,357

QsI08




Statement for September 30, 2011 of e AmMbac Assurance Corporation

Sch. A-Pt 2
NONE

Sch. A-Pt 3
NONE

Sch. B-Pt 2
NONE

Sch. B-Pt 3
NONE

QEO01, QE02
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Statement for September 30, 2011 of the Ambac Assurance Corporation

SCHEDULE BA - PART 2
Showing Other Long-Term Invested Assets ACQUIRED AND ADDITIONS MADE During the Current Quarter

1 2 Location 5 6 7 8 9 10 1" 12 13
3 4 Actual Additional Commitment
Name of NAIC Date Type Cost at Investment for Percentage
CusIP Name or Vendor or Desig- Originally and Time of Made After Amount of Additional of
Identification Description City State General Partner nation Acquired Strategy Acquisition Acquisition Encumbrances Investment Ownership
SCHEDULE BA - PART 3
Showing Other Long-Term Invested Assets DISPOSED, Transferred or Repaid During the Current Quarter
1 2 Location 5 6 7 8 Changes in Book/Adjusted Carrying Value 15 16 17 18 19 20
3 4 9 10 1" 12 13 14
Book/Adjusted Current Year's | Current Year's Total Book/Adjusted
Carrying Value Unrealized | (Depreciation) | Other Than Capitalized Total Foreign Carrying Value Foreign
Date Less Valuation or Temporary Deferred Change in Exchange Less Exchange Realized Total
CusIP Name or Name of Purchaser or Originally | Disposal | Encumbrances, Increase (Amortization)/ |  Impairment Interest BJ/ACV Change in Encumbrances Gain (Loss) | Gain (Loss) | Gain(Loss) | Investment
Identification Description City State Nature of Disposal Acquired Date Prior Year (Decrease) Accretion Recognized and Other (9+10-11+12) BJ/AC.V. on Disposal Consideration | on Disposal | on Disposal | on Disposal Income
Joint Venture or Partnership Interests That Have Underlying Characteristics of Other - Affiliated
[ SP Aircrat Holdings, LLC [ New York [NY... | Direct [ 0271112005 [ 0712012011 [........ 1,027,152 3 3 [ | e | 1,190,673 0
2099999. Total - Joint Venture or Partnership Interests That Have Underlying Characteristics of Other = AffilIated. ..........oruuurrerierisei s sses s sssss s st ssssssesssssssssssans | ssseseans 1,027,152 3 0 0 0 3 0 0. 1,190,673 0 0 0 0
Non-Collateral Loans - Unaffiliated
| Exchequer Partnership Finance | London ‘ UK... ‘ Direct | 09/30/2009 ‘ 09/30/2011 8,143,728 0 (235,859) 8,011,989 0

2599999. Total - Non-Collateral Loans - Unaffiliated 8,143,728 0 0 0 0 0 (235,859) 8,011,989 0 0 0 0 0

3999999. Subtotal - Unaffiliated 8,143,728 0 0 0 0 0 (235,859) 8,011,989 0 0 0 0 0

4099999, SUDLOLAI = AFfIIBEEA. ... reu et et ies e eess s ees s es et es s e8 888888888kttt ettt esnsennneenns | aeseennes 1,027,152 3 0 0 0 3 0 0. 1,190,673 0 0 0 0
4199999, TORAIS........orvetiiesiiei etttk R s RE s HieebeeLe bR SRR R iR R ek E LR E bbbt | ernbinns 9,170,880 3 0 0 0 3 (235,859) 8,011,989 | ...... 1,190,673 0 0 0 0
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Statement for September 30, 2011 of the Ambac Assurance Corporation

SCHEDULE D - PART 3

Show all Long-Term Bonds and Stock Acquired During the Current Quarter

1 2 3 4 5 6 7 8 9 10
Paid for NAIC Designation
CUSIP Date Number of Accrued Interest or Market
Identification Description Foreign|  Acquired Name of Vendor Shares of Stock Actual Cost Par Value and Dividends Indicator (a)
Bonds - U.S. Government
912828 QN 3 |US Treasury Notes 3.125% 05/15/21 ....08/11/2011 | Various. 3,226,002 3,126,000 20,207 |1
912828 RB 8 |US Treasury Notes 0.500% 08/15/14 ....09/09/2011 | Goldman Sachs 65,385,938 65,000,000 24,728 |1
912828 RC 6 |US Treasury Notes 2.125% 08/15/21 ....09/20/2011 | Various. 7,412,538 7,382,000 9,884 | 1FE
912828 RD 4 |US Treasury Notes 0.125% 08/31/13 ....09/09/2011 | Goldman Sachs 64,944,140 65,000,000 2,679 |1
912828 RF 9| US Treasury Notes 1.000% 08/31/16. ....09/20/2011 | Various. 1,683,962 1,672,000 1,056 | 1FE
0599999. Total - Bonds - U.S. Government. 142,652,580 coererrennnens 142,180,000 | oo 58,554 | .......... PSS S
Bonds - Industrial and Miscell
000759 CF 5|ABFS Mortgage Loan Trus 7.010% 12/15/32 ....07/01/2011 | Interest Capitalization 857,057 857,057 1z
05573W AA 3| BMW Vehicle Owner Trust 0.306% 09/25/12 ....09/14/2011 | Bank of America 10,000,000 10,000,000 1FE
07401W AA 7 |Bear Sterns Second Lien 0.615% 01/25/37 ....09/30/2011 | Various. 895,118 1,432,042 569 |5Z*
07401W AP 4| Bear Sterns Second Lien 0.675% 08/25/37 ....08/18/2011 | Knights Libertas LLC 4,724,000 5,942,138 3,002 |6Z*
07401W BA 6 |Bear Sterns Second Lien 0.675% 08/25/37. ....08/18/2011 | Various 7,855,422 12,057,058 5,279 | 6Z*
12189L AF 8| Burlingtn North Santa F 3.450% 09/15/21 ...08/17/2011 | Citigroup Global Markets, Inc 2,992,590 3,000,000 2FE
12623C AA 3| CNH Equipment Trust Ser 0.384% 10/12/12 ....09/14/2011 | Greenwich Capital Markets. 18,000,000 18,000,000 1FE
14040H AY 1| Capital One Financial C 4.750% 07/15/21 ...07/19/2011 | Barclays Capital Securities Inc. Fixed Income. 3,234,953 3,250,000 2FE
249030 AC 1 |Dentsply Intenational 4.125% 08/15/21 ....08/18/2011 | Morgan Stanley Capital Services Inc. 1,230,715 1,235,000 2FE
38141G FM 1| Goldman Sachs Group Inc 6.150% 04/01/18. ...07/20/2011 | Goldman, Sachs & Co. (FI & Eq.) EPN - MBGS 3,276,780 3,000,000 58,425 | 1FE
395385 AQ 0| Greenpoint Home Equity 0.695% 07/25/29. ...08/15/2011 | BedRok Securities LLC 383,793 517,475 216 | 5Z*
395385 AZ 0| Greenpoint Home Equity 0.789% 08/15/30. ....09/14/2011 | Various. 125,971 202,001 8 |52
43709R AA 2 |Indymac Seconds Asset 0.395% 02/25/37 ....09/26/2011 | Interest Capitalization 94,309 94,309 5Z*
45255R  AA 5 |Impac Secured Assets Co 0.405% 11/25/36 ....09/27/2011 | RW Baird. 6,662,738 11,637,971 1,819 | 6FE
45661D AA 4|Indymac Residential Ass 0.387% 06/28/36 ....09/30/2011 | Various 15,540,483 28,862,240 2,313 |6FE
52524P AG 7 |Lehman XS Trust Series 0.395% 05/25/37 ....08/12/2011 | Banc of Manhattan Capital 26,036,598 40,662,332 9,021 |1Z*
55352R AA 6| MSCC HELOC Trust Series 0.335% 12/25/31 ...07/01/2011 | Bank of America 10,607,336 ..14,096,128 1,119 |4Z*
571748 AR 3 |Marsh & McLennan Cos Inc ....07/01/2011 | Citigroup Global Markets, Inc 664,009 665,000 2FE
617446 C2 3 |Morgan Stanley Diversif 5.450% 01/09/17 ....08/02/2011 | Morgan Stanley Capital Services Inc. 310,457 290,000 1,141 | 1FE
61747W AL 3| Morgan Stanley Diversif 5.500% 07/28/21 ...07/21/2011 | Morgan Stanley Capital Services Inc. 889,733 890,000 1FE
61747Y CJ 2 |Morgan Stanley Diversif 5.625% 09/23/19 ....08/12/2011 | Jeffries Fixed Income (Bonds Direct) 2,015,780 2,000,000 44,688 | 1FE
760985 4A 6 | Residential Asset Mortg 5.750% 05/25/34. ...09/09/2011 | Barclay's Bank: 5,316,164 9,535,721 19,800 |5Z*
76110W RT 5| Residential Asset Serie 0.815% 06/25/33 ...09/27/2011 | Banc of Manhattan Capital 552,341 1,072,507 97 |62
785778 ND 9| Saco | Trust Series 200 0.755% 06/25/36 ....09/28/2011 | Various. 2,205,549 3,683,906 468 | 6FE
785778 PG 0| Saco | Trust Series 200 0.635% 07/25/36 ....09/28/2011 | Various. 6,581,911 10,740,865 1,736 |5Z*
785813 AA 4| Saco | Trust Series 200 0.375% 06/25/36 ....09/28/2011 | Tejas Securities Group Inc. 180,949 338,222 25 |5Z*
88732) BA 5| Time Warner Cable Inc 4.000% 09/01/21 ....09/07/2011 | Goldman Sachs & Co. 743,318 750,000 2FE
918204 AV 0| VF Corp Apparel 3.500% 09/01/21 ....08/19/2011 | Bank of America, N.A 1,340,831 1,345,000 1FE
3899999. Total - Bonds - Industrial & Miscellaneous 133,318,905 cevrenrnnennn 186,156,972 | i 149,726 | ......... XXX oosseriinina
8399997. Total - Bonds - Part 3 275,971,485 328,336,972 208,280 | .......... P S
8399999. Total - Bonds. 275,971,485 328,336,972 208,280 | .......... P
9999999. Total - Bonds, Preferred and Common Stocks 275,971,485 XXX 208,280 |......... XXX
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Statement for September 30, 2011 of the Ambac Assurance Corporation

SCHEDULE D - PART 3

Show all Long-Term Bonds and Stock Acquired During the Current Quarter

1 2 3 4 5 6 7 8 9 10
Paid for NAIC Designation
CUSIP Date Number of Accrued Interest or Market
Identification Description Foreign|  Acquired Name of Vendor Shares of Stock Actual Cost Par Value and Dividends Indicator (a)
(a) For all common stock bearing the NAIC market indicator "U" provide: the number of such issues................0.




Statement for September 30, 2011 of the Ambac Assurance Corporation

SCHEDULE D - PART 4

Show All Long-Term Bonds and Stock Sold, Redeemed or Otherwise Disposed of During the Current Quarter

G030

1 2 3 4 5 6 7 8 9 10 Change in Book/Adjusted Carrying Value 16 17 18 19 20 21 22
F 1" 12 13 14 15 NAIC
0 Current Foreign Bond Desig-
r Prior Year Year's Total Book/ Exchange | Realized Total Interest/ nation
e Book/ Unrealized Current Other Than Total Foreign Adjusted Gain Gain Gain Stock or
i Number of Adjusted Valuation Year's Temporary Change in Exchange Carrying (Loss) (Loss) (Loss) Dividends Market
CUsIP g | Disposal Shares of Carrying Increase/ |(Amortization)/| Impairment BJ/ACV. Change in Value At on on on Received | Maturity |Indicator
Identification Description n Date Name of Purchaser Stock Consideration Par Value Actual Cost Value (Decrease) | Accretion | Recognized | (11+12-13) | BJA.C.V. | Disposal Date | Disposal Disposal Disposal | During Year| Date (a)
Bonds - U.S. Government
36213C  YP 9| GNMA#550718 5.000% 11/15/35.....cccorrmeurvrrerevnnnnns | wovee 09/01/2011| Paydown, 7,180 7,180 7,443 7,429 (249) (249) 7,180 0 221 [ 11/15/2035| 1...........
36241K  VV 7| GNMA #782428 5.000% 10/15/38........cvveeerrmmmrerrrrnees | cenee 09/01/2011| Paydown, 42,333 42,333 43,860 A3787 | oooeeeeereeiinns | e (1,455) | covvveevrneeeeeens [ ceveeennenns (1,455) 42,333 (VN 1,470 |10/15/2038| 1...........
36241K  YZ 5| GNMA #782528 5.000% 01/15/39.....ccccvvveerrmmmrerrrrnnes | cevee 09/01/2011| Paydown, 38,238 38,238 39,618 39,553 | covvvveeennreeerens | ceveenenns (1) ) SR PR (1,315) 38,238 (VN 1,276 |01/15/2039| 1...........
912828 QN 3| US Treasury Notes 3.125% 05/15/21........ovevvveererrnes | cenee 08/15/2011| VAHOUS.......ccvvvvvvveessrsseeeessssesssnmnees | svseeeessessssssasnnes | wevesnnens 6,038,042 | ........ 5,785,000 5,925,185 (665) (665) 5,924,521 .a113521 | 113,521 | ....... 40,641 | 05/15/2021| 1...........
912828 QZ 6| US Treasury Notes 0.500% 05/31/13......c.cemvvecvvernes | cevee 09/19/2011| Bank of America, NA...........coimmeeee | covveerreeeessmmsnsees | cevernnnns 1,996,857 | .......... 1,985,000 | .......... 1,987,171 (302) [(CI072 ) T IO 1,986,869 05/31/2013 1...........
912828 RC 6| US Treasury Notes 2.125% 08/15/21......cccooouuseereerees | coves 08/18/2011| Bank of America, N.A 2,385,701 |......cc.. 2,400,000 2,361,750 23 23 2,361,773 08/15/2021| 1FE.....
0599999. Total - BONdS - U.S. GOVEIMMENL.......cc..uuuuirrrrreessssssesssssssssssssssssssssssssssssssssssssssssssss s sssssssssssesssssssssssssssssssssssssssssssssssssseees | coveenes 10,508,351 | ........ 10,257,751 | ........ 10,365,027 90,769 0 (3,963) 0 (3,963) 0 | 10,360,914 ... 147,436 | ....147,436 |....47,442 | ..... XXX... | XXX
Bonds - U.S. Special R and Special A t
07201T ZH  4|Bay Area Govt Assn Cali 5.000% 09/01/12.......ccccvvv. | e 09/01/2011| Redemption ~ 100.0000.........ccvvver | corveerrvreeeemmanrnes | wevernnnns 1,345,000 | .......... 1,345,000 | .......... 1,342,660 | ..........1,343,978 455 455 | oo | v 1,344,434 566 566 |...... 67,250 |09/01/2012 1...........
291195 EK  7|Emeryville CA Pub Fing 6.625% 09/01/19.........ccooee. | cevne 09/01/2011| Redemption ~ 100.0000. 180,000 | ... 180,000 | ... 181,498 180,907 (33) (33) 180,874 (874) 874) | ..ocone 11,925 | 09/01/2019| 2FE......
31283H 5A 9| Freddie Mac Pool # G017 6.500% 10/01/34.......cccccc. | voeee 09/01/2011| Paydown 15,045 15,045 15,837 15,795 (750) (750) 15,045 0 662 | 10/01/2034| 1...........
31283H N2 7 |Freddie Mac Pool # G013 7.000% 08/01/31.......ccoovwe | e 09/01/2011| Paydown 233 233 247 246 (13) (13) 233 0 11| 08/01/2031| 1...........
3128H7 H3 9 |Freddie Mac FGCI # E992 6.000% 09/01/18............. | v.... 09/01/2011| Paydown, 1,655 1,655 1,738 1,722 (68) (68) 1,655 0 66 |09/01/2018| 1...........
3128KF  BD 1| Freddie Mac Pool # A527 6.000% 09/01/36..........ccce. | .ee. 09/01/2011| Paydown, 31,453 31,453 32,765 32,700 | covvveevenreeerens | cevernnnns (1,287) | covveevrrssnseenens [ ceveennnnnns (1,247) 31,453 0 09/01/2036| 1...........
3128NC 52 3| Freddie Mac FHARM #1G08 2.415% 08/01/35......... | ... 09/01/2011| Paydown 7,545 7,545 7,528 7,513 33 33 7,545 0. 08/01/2035| 1..
31292H VU 5| Freddie Mac C01527 5.500% 04/01/33.... .1 09/01/2011| Paydown 28,391 28,391 29,154 29,109 (717) (717) 28,391 0 04/01/2033| 1..
31295W D7 0|FGLMC A01026 9.500% 05/01/20. N 09/01/2011| Paydown 276 276 287 281 (5) (5) 276 0 17 | 05/01/2020| 1..
31295W  GF 9| FGLMC A01098 9.500% 09/01/20........ccovvvvvemrmmrrees | cenee 09/01/2011| Paydown, 418 418 435 426 (8) (8) 418 0 26 |09/01/2020| 1...........
31295W PP 7|FGLMC A01330 9.500% 09/01/16........covvvvvevrrrmrrees | cenee 09/01/2011| Paydown, 497 497 517 502 (6) (6) 497 0 31 [09/01/2016| 1...........
312962 5K 5| Freddie Mac FG #B10850 4.500% 11/01/18.......cccceee | cevne 09/01/2011| Paydown, 57,369 57,369 59,090 58,765 | ..cvrvvvvevrnrries [ cerrrnenn ((RCESLC) R PO (1,396) 57,369 (VN 1,670 |11/01/2018] 1...........
31296P EM 0| Freddie Mac FG #A14640 5.000% 10/01/33.......ccccoe. | w..n. 09/01/2011| Paydown 12,142 12,142 12,522 12,498 (356) (356) 12,142 0 389 |10/01/2033| 1...........
312971 H9 8| Freddie Mac FG #B18356 5.000% 05/01/20.............. | ..... 09/01/2011| Paydown 27,799 27,799 28,820 28,657 (858) (858) 27,799 0 936 | 05/01/2020| 1...........
31297M  H2 7| Freddie Mac Pool #A3204 5.500% 04/01/35. N 09/01/2011] PaYAOWN.......ccvvvrrmcrrierrenresneensisnnes | coveeressesessssinens | coveeeenes 1,052,847 | ..o 1,052,847 | ... 1,089,696 | .......1,088,726 | ......coruerrrurres | covennnd (35,880) (35,880) | cvvevvvrrnnaenes | worriane 1,052,847 0 04/01/2035| 1..
31297T 6K 4 |FGLMC FGA38074 5.000% 10/01/35 .1 09/01/2011| Paydown 13,886 13,886 14,301 14,277 (391) (391) 13,886 0 10/01/2035
3133TD  JS 6| FHLMC 2050 PE 6.500% 04/15/13.......cccvmveerrvvennnnnns | conne 09/01/2011| Paydown, 155,704 | ... 155,704 | ... 156,798 155,704 0 155,704 0 04/15/2013| 1..
3133TG U4 9 |FHLMC Series 2091 Class 6.000% 11/15/28............ | ... 09/01/2011| Paydown 8,755 8,755 9,051 9,027 (272) (272) 8,755 0 11/15/2028| 1...........
3133TS BS 1 |Freddie Mac FHR 2293  6.500% 03/15/31........cccoee. | e 09/01/2011| Paydown, 68,489 68,489 73,497 72,119 (3,630) (3,630) 68,489 0 03/15/2031] 1...........
31362T GE 7 |FNMA #070367 8.000% 07/01/19......covvvvvvverrimsnnees | o 09/01/2011| Paydown, 8,850 8,850 8,347 8,458 392 392 8,850 0 07/01/2019] 1...........
31365D JV 8 |FNCL #124576 9.000% 09/01/22.......ccccvvvvvveervccnnccs | o 09/01/2011| Paydown 116 116 118 117 (1) (1) 116 0 7 109/01/2022( 1...........
313710 6T  6|FNMA 15YR 5.500% 08/01/16........cccvrvvveeercrnnccrriins | e 09/01/2011| Paydown 32,598 32,598 31,931 32,151 447 447 32,598 0 | 1,237 |08/01/2016| 1...........
31371K  EJ 6| FNCI #254037 5.500% 10/01/16. e 09/01/2011| Paydown 24,693 24,693 24,332 24,459 234 24,693 0 903 | 10/01/2016 1..
31371L A6 6| Fannie Mae FN 254829 5.500% 08/01/33 .| 09/01/2011| Paydown, 173,575 172,298 1,217 173,575 0 6,390 | 08/01/2033
31384W BA  7|FNCI# 535633 5.500% 12/01/14. N 09/01/2011| Paydown, 24,761 24,564 197 24,761 0 905 |12/01/2014
31385) CH 9 |FNCI#545572 6.000% 04/01/17........coovvveirivvmnnrcriiies | e 09/01/2011| Paydown, 30,241 30,247 (6) (6) 30,241 (] IO 1,202 |01/01/2017| 1...........
31387K V5 9| FNMA 15 YR 586636 6.000% 06/01/16.............ccconeee | ceves 09/01/2011| Paydown, 6,225 6,183 42 42 6,225 0 249 | 06/01/2016| 1...........
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31387K V8 3| FNMA#586639 6.000% 06/01/16.........coooovrrmmrrerrrrnes | cenee 09/01/2011| Paydown, 4,680 4,680 4,634 4,649 32 32 4,680 (V1N 187 | 06/01/2016| 1...........
31387N YL  5|FNMA 589415 5.500% 07/01/16........ccomveevvcrrereeeennns | wevee 09/01/2011| Paydown, 1,973 1,973 1,936 1,955 18 18 1,973 0 72 |07/01/2016] 1...........
31389H HL  5|Fannie Mae #625835 6.000% 01/01/17.......cccormmuvvees | veune 09/01/2011| Paydown, 30,073 30,073 30,115 30,078 (5) (5) 30,073 01/01/2017| 1...........
31392) AD 1 |Fannie Mae Series 2003- 7.500% 07/25/42.............. | ... 09/01/2011| Paydown, 2,795 2,795 2,974 2,969 (174) (174) 2,795 07/25/2042| 1...........
31392) YH 6| Fannie Mae Series 2003- 7.500% 08/25/42.............. | ... 09/01/2011| Paydown, 769 769 819 817 (48) (48) 769 08/25/2042| 1...........
31401H PU 0 Fannie Mae FN #708835 5.000% 06/01/18........ccccoee | vover 09/01/2011| Paydown, 27,228 27,228 28,301 28,084 27,228 06/01/2018| 1...........
31401H SE 3 |Fannie Mae 708917 6.000% 06/01/33...........ccoomuuuee | vever 09/01/2011| Paydown, 13,660 13,660 14,366 14,135 13,660 06/01/2033
31401 ND 6 | Fannie Mae FN 709688 5.500% 06/01/33 .1 09/01/2011| Paydown 382,776 382,776 ....382,908 381,728 382,776 06/01/2033
31401W GV 5|Fannie Mae 720312 4.500% 06/01/18..........cccouwvriree | vorne 09/01/2011| Paydown 534,199 534,199 534,783 533,908 534,199 06/01/2018
31401W KH  1|Fannie Mae FN 720396 5.000% 07/01/18........cccccce | vorne 09/01/2011| Paydown 500,406 500,406 508,068 504,505 ) 500,406 07/01/2018] 1...........
31402C 4H 2 |FNCL 725424 5.500% 04/01/34.........covvvvvrrverrimennens | vonne 09/01/2011| Paydown, 585,376 585,376 588,578 586,899 ) 585,376 04/01/2034 1...........
31402C XE 7 |FNCL 725277 4.500% 03/01/19...ccccrveerrereermmmsnnens | wenee 09/01/2011| Paydown, 454,015 | ..ooovrennns 454,015 | ..o 458,271 455,922 | cooovvveeeereees | ceverinnns (1,907) | covveevmmmeseereees [ ceveevnnnnns (1,907) 454,015 03/01/2019] 1...........
31402 SW  8|FNCL 730533 5.000% 08/01/33.......ccovvvvvemrrmmrerrrrees | o 09/01/2011| Paydown, 201,267 201,267 202,221 201,764 (497) (497) 201,267 08/01/2033| 1...........
31403N  UF  2|Fannie Mae 753982 5.500% 12/01/33.........cccoomemmuees | veune 09/01/2011| Paydown, 240,105 240,105 248,584 248,346 (8,241) (8,241) 240,105 12/01/2033| 1...........
31403 MG 3 |Fannie Mae FN #758259 6.000% 12/01/33.......cccooee | veeee 09/01/2011| Paydown 1,298 1,298 1,356 1,353 (55) (55) 1,298 12/01/2033| 1...........
31404F JZ  7|Fannie Mae 767180 4.500% 02/01/19........coeuumveerrres | o 09/01/2011| PaYAOWN.......ooovvvrerrrrvveensssseennnes | coseeeessssssssssssnes | cevssnnens 1,402,605 | .......... 1,402,605 | .......... 1,415,755 | .o0vv 1,406,880 | occvvvevvrnn [ e (C 2 ) I DU (4,274) | covvverivneeens | e 1,402,605 02/01/2019
31404K  SG 8| Fannie Mae FN #771019 5.000% 04/01/34.. .1 09/01/2011| Paydown 24,080 24,080 24,836 24,788 (708) (708) 24,080 0 844 | 04/01/2034
31405A KB 8| Fannie Mae FN #783390 6.500% 09/01/34.. 09/01/2011| Paydown 1,029 1,029 1,083 1,080 (51) (51) 1,029 0 40 |09/01/2034,
31407M  MT 9| FNCL FN #834770 6.500% 07/01/35.......cceevvvvvvernns | coree 09/01/2011| Paydown, 460 460 483 482 (22) (22) 460 0 20 [07/01/2035] 1...........
31409W W8 0| Fannie Mae FN #880971 5.500% 10/01/21.......ccoee | vovn. 09/01/2011| Paydown 6,305 6,305 6,560 6,523 (218) (218) 6,305 0 239 {10/01/2021| 1...........
36297A 3U 5| GNMA#706511 5.000% 01/01/39.....cccovvverrrmmmrrerrrnees | cenee 09/01/2011| Paydown, 41,500 41,500 43,004 42,949 | ..o | e (1,449) | covvvevrrersnernnns [ crveerrnnnns (1,449) 41,500 01/01/2039] 1...........
45200K H3 5| lllinois Health Facs Au 6.250% 08/15/13..........ccccouwes | voune 08/15/2011| Redemption ~ 100.0000. 340,000 340,000 340,996 340,786 (152) (152) 340,634 08/15/2013| 1FE......
455063 EX 1 |Indiana Office Building 6.900% 07/01/11.......cooucvvvvves | vovne 07/01/2011| Maturity. 365,000 365,000 361,642 364,853 147 147 365,000 07/01/2011| 1FE......
46246N EA 0| lowa Fin Auth Hosp Fac 6.000% 07/01/12........cccoeee. | covee 07/01/2011| Redemption  100.0000 350,000 350,000 364,119 351,981 (642) (642) 351,339 07/01/2012| 1FE......
553751 DN 5| MSR CA Pub Pwr Agy San 6.750% 07/01/20.. .|107/01/2011| Redemption  100.0000 85,000 85,000 83,300 84,084 35 35 84,119 07/01/2020
576049 XP  0|Massachusetts St Wir Re 5.125% 08/01/27.........c..... | w.... 08/01/2011| Redemption ~ 101.0000........cccurer | orerreemmmermerinens | covervenns 9,090,000 |.......... 9,000,000 |.......... 9,069,300 9,087,957 2,043 2,043 9,090,000 0. 461,250 |08/01/2027
64468T JW 8| New Hampshire St Hsg Fi 6.000% 07/01/16........ccc.... | ... 07/01/2011| Redemption  100.0000. 55,000 55,000 55,000 55,000 0 55,000 0 3,300 |07/01/2016| 1FE......
678864 U3 1| Oklahoma Hsg Fin Agy 6.350% 09/01/27.......ccccvvvvver | cevne 09/01/2011| Redemption ~ 100.0000. 25,000 25,000 25,000 25,000 0 25,000 (V] 1,588 |09/01/2027| 1FE......
708681 AU 5| Pennsylvania Conv Ctr A 6.700% 09/01/16............... | ..... 09/01/2011| Redemption ~ 100.0000. 240,000 240,000 235,800 238,407 185 185 238,591 | oo | e 1,409 | .o 1,409 |...... 16,080 |09/01/2016| 1...........
929836 AP 9|Waco Tex Health Facs De 5.270% 02/01/16............. | ..... 08/01/2011| Redemption  100.0000..........cccc. | covserrvvveeeencsssans | coverneees 1,650,000 | .......... 1,650,000 | .......... 1,650,000 | ..........1,650,000 {0 IO 1,650,000 0 ] 86,955 | 02/01/2016| 2FE......
3199999. Total - Bonds - U.S. Special REVENUE & ASSESSIMENL..........ucuiierrieissisesissessisassssesssssssssssessssssssssesssssssssesssssessssesssssessssesssssssssanes | aseesses 19,965,162 | ........ 19,875,162 | ........ 20,039,066 | ........ 20,029,311 | .oooiieinnnd 0 [ (64,158) 0 (64,158) 0 [ 19,965,153 0 9 9. 936,605 | ...... XXX... [ XXX...
Bonds - Industrial and Miscell
007036 SE 7| Adjustable Rate Mortgag 0.505% 11/25/35 .| 09/26/2011| Paydown, 158,197 ...158,197 77,258 65,958 92,239 92,239 158,197 0 536 | 11/25/2035
007036 TM 8| Adjustable Rate Mortgag 0.495% 01/25/36.........cccooe. | cevne 09/26/2011| Paydown, 329,364 329,364 | ..coovvvvenns 153,399 118,789 | .oovvvverrrrceins | v 210,575 | cooovvrrnnenerreees | e 210,575 329,364 0 | oo 1,057 | 01/25/2036
007036 UQ  7|Adjustable Rate Mortgag 0.505% 02/25/36................ | ceoee 09/26/2011| Paydown, 230,930 230,930 | v 104,670 85,059 | covvvrrrririennns | cereens 145,871 [ oo [ v 145,871 230,930 (V[ I 761 | 02/25/2036| 1Z*.......
02581F YH 6| American Express Centur 5.550% 10/17/12............. | ... 09/19/2011| Bank of America, N.A 3,136,380 3,000,000 3,205,680 3,126,637 | ..oovvvecreirines [ e (50,305) | vovvvrvrverrnerrens | cvverrenes (50,305) 3,076,332 | ..oevvvrecrriins | e 60,048 |.......60,048 |..... 154,938 | 10/17/2012| 1FE......
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02660T FV 0 |American Home Mortgage 0.495% 09/25/35............. | ..... 09/26/2011| Paydown, 23,627 23,627 23,627 23,627 0 23,627 0 78 |09/25/2035| 1Z*.......
026935 AR 7| American Home Mortgage 0.935% 09/25/27............. | ... 09/26/2011| Paydown, 392,321 392,321 392,321 180,079 | ....... 212,282 | oo | e | v 212,242 392,321 (VN 1,991 |09/25/2027| 1Z*.......
03064P AA 9| Americredit Automobile 0.277% 07/09/12........cccevvvvee | cevee 09/08/2011| PaYAOWN.......ccovvreeecrrvvveenssmeeennnnnes | seeeeseesssssssssneees | wevenees 11,260,877 | ........ 11,260,877 | ........ 11,260,877 0 [ oo | e 11,260,877 0 | o 4,774 | 07/09/2012 1FE......
05531F AC  7|BB&T Corporation Commer 3.850% 07/27/12.......... | ..... 09/19/2011| Citigroup Global Markets Limited.... | ........ccccceumrmmecs | weverrnnns 5,122,550 | .......... 5,000,000 |.......... 4,998,050 |..........4,998,836 395 395 [ i | e 4,999,231 | ...oovvvrvrrrnnnns ...123319 | ... 123,319 | ..... 221,910 |07/27/2012| 1FE......
07386H XN 6 |Bear Sterns Alt- A Trus 0.495% 11/25/35..........ccocnies | vouee 09/26/2011| Paydown, 270,002 270,002 | .covvvveeens 136,374 108,371 | oovvereeerrrennns | v 161,631 270,002 0 877 | 11/25/2035| 1Z*.......
07401W  AA 7| Bear Sterns Second Lien 0.615% 01/25/37........cccoues | cevee 09/26/2011| Paydown, 884,762 884,762 | ....oovvveens 422,668 | ............. 401,779 | oo 8,768 | ... 415,164 884,762 0 2,899 |01/25/2037| 6Z*.......
07401W AP 4|Bear Sterns Second Lien 0.675% 08/25/37.. 09/26/2011| Paydown, 963,417 963,417 883,921 360,838 | ....... 214,795 963,417 0 | oo 2,773 | 08/25/2037
07401W BA 6| Bear Sterns Second Lien 0.675% 08/25/37.. .| 09/26/2011| Paydown, 651,915 651,915 ...416,146 173,954 651,915 0 602 | 08/25/2037
12666T AB 2| Countrywide Asset-Backe 6.017% 09/25/46. 09/01/2011| Paydown, 454,782 | ..ooovvrrnnns 454,782 390,674 380,957 25,657 . . 454,782 (VN 18,385 | 09/25/2046
12666T AC 0| Countrywide Asset-Backe 6.050% 09/25/46.............. | ... 09/01/2011| Paydown, 155,767 | ..o 155,767 74,203 78,627 | covvvvevvermnrrreees [ wevvinnns 84,462 | ... 7 I - 77141 155,767 (VN 6,177 | 09/25/2046 1Z*.......
12666T AD 8| Countrywide Asset-Backe 6.300% 09/25/46.............. | ... 09/01/2011| Paydown, 91,480 91,480 32,587 32,761 | oo [ ceviinnns 59,861 | ..ecovvnnne 1,142 58,719 91,480 0 | oo 3,778 | 09/25/2046| 1Z*.......
126667 AF 3| Countrywide Asset-Backe 6.150% 09/25/46.............. | ... 09/01/2011| Paydown, 434,304 | ... 434,304 224,786 224,786 | .oovvvveverrreeeens | o 209,517 209,517 434,304 0 . 17,704 | 09/25/2046| 1Z*.......
126673 KN 1| Countrywide Home Equity 0.509% 02/15/34..............] ..... 09/15/2011| Paydown, 102,608 |............. 102,608 84,643 | oovvvvvveeeeereninns | ceeeereeesiininens | ceviinnns 37,965 | coveeevvrererrrrns | e 37,965 102,608 0 218 |02/15/2034| 6Z*.......
126673 TP 7 |Countrywide Home Equity 0.469% 02/15/30.............. | ..... 09/15/2011| Paydown, 14,576 14,576 6,433 6,433 8,143 8,143 14,576 0 47 |02/15/2030 1Z*.......
126684 AB 5| Countrywide Asset-Backe 5.519% 03/25/34.............. | ... 09/01/2011| Paydown, 2,058,631 | .......... 2,058,631 |......... 1,835,939 | .oovv 1,831,156 | oo | e 193,451 | oveeeervecennns | cevereens 193,451 2,058,631 0 [ 75,031 | 03/25/2034| 5Z*.......
126684 AC 3| Countrywide Asset-Backe 5.658% 03/25/34. 09/01/2011| Paydown, 255,661 255,661 | .covvvvvenns 143,596 107,428 69,972 69,972 255,661 (VN 7,335 | 03/25/2034
126684 AD 1| Countrywide Asset-Backe 5.799% 03/25/34. .1 09/01/2011| Paydown 23,666 23,666 6,525 6,525 23,666 0 875 | 03/25/2034
126684 AE 9| Countrywide Asset-Backe 5.962% 11/25/36. 09/01/2011| Paydown 236,661 236,661 76,053 76,053 . . . 236,661 0 8,997 | 11/25/2036
126684 AF 6| Countrywide Asset-Backe 5.657% 03/25/34.............. | ... 09/01/2011| Paydown, 357,610 357,610 | .ccvvvverenns 193,500 193,311 | oovreeeeerneeens | v 161,474 | .o 682 | ... 160,792 357,610 0 [ 13,111 | 03/25/2034| 1Z*.......
126685 AK 2| Countrywide Home Equity 0.469% 12/15/35..............| ... 09/15/2011| Paydown, 467,804 | ...coovvnnnns 467,804 223,194 AT 101 R o 102,798 | ..o 7811 | 94,987 467,804 (VN 1,116 |12/15/2035| 1Z*.......
126685 CS 3| Countrywide Home Equity 0.399% 05/15/36.............. | ..... 09/15/2011| Paydown, 130,621 | .o 130,621 42,619 50,191 80,775 8,269 | ..oovvveeer 72,506 130,621 0 332 | 05/15/2036| 1Z*.......
126685 CZ 7 |Countrywide Asset-Backe 5.549% 08/25/21.............. | ... 09/01/2011| PaYAOWN........ooovrrerrrvveeesssssseneenes | cvseeeeeeesesssssssees | cevssnnnns 1,639,969 | ..........1,639,969 |......... 1,255,423 | 001,379,272 | oo | e 396,353 |....... 135,655 | ......... 260,698 | ..oooorerrriies | e 1,639,969 0 . 60,621 | 08/25/2021|6Z*.......
126685 DA 1| Countrywide Asset-Backe 5.597% 08/25/21.............. | ... 09/01/2011| Paydown, 25,340 8,755 9,819 32,087 | ..ooveeee 16,566 | ........... 15,521 25,340 0 848 | 08/25/2021| 1Z*.......
126685 DC 7 |Countrywide Asset-Backe 5.597% 08/25/21. 09/01/2011| Paydown, 461,721 286,388 286,388 | ...cvrrvveeirin | e 175,333 | cvreeeevvvcnnns | o 175,333 461,721 0 [ 17,379 | 08/25/2021
126685 DJ 2| Countrywide Home Equity 0.409% 05/15/36 .| 09/15/2011| Paydown ..1,310,102 617,665 560,430 62,411 52,926 509,485 ..1,310,102 0 3,295 | 05/15/2036
12668A SY 2| Countrywide Alternative 0.505% 08/25/35.... N 09/26/2011| Paydown, 497,253 ..497,253 232,543 201,428 | coooevvvveeerrin | e 295,825 | ..ooovnrrrnrrrrrees | cerrree 295,825 497,253 (V] 1,689 |08/25/2035
12668B RC 9| Countrywide Alternative 0.435% 02/25/36............ccce. | ee 09/26/2011| Paydown, 894,403 | ......... 1,432,242 | oo 484,685 352,699 | .ooovvrrveeeriiri | e BA1T04 | oo | e 541,704 894,403 0 3,909 |02/25/2036| 1Z*.......
12668R AC 2| Countrywide Alternative 0.421% 02/20/47........ccccuuers | ceves 09/20/2011| Paydown, 993,598 993,598 504,481 70,188 | ... 801,822 |...... 621,762 | ....... 500,175 923,409 993,598 0 2,836 |02/20/2047| 1Z*.......
14040H AY 1| Capital One Financial C 4.750% 07/15/21.........ccccccc. | coves 09/20/2011| RBC Dain Rauscher Inc. 3,307,233 3,250,000 3,234,953 1 1 3,234,953 | ..covvvecrins [ e 72,279 | ......72,279 07/15/2021| 2FE......
16165Y AA 0| Chaseflex Trust Series 0.385% 08/25/37............cccoe. | eeee 09/25/2011| Paydown 565,031 565,031 271,641 161,853 | .oovrvvevrerriinns [ o 403,178 565,031 0 08/25/2037| 1Z*.......
21075W DR 3| Contimortgage Home Equi 6.880% 01/15/28............. | ..... 09/01/2011| Paydown 65,216 65,216 64,858 65,216 357 65,216 0 01/15/2028| 1Z*.......
23242E  AC 3| Countrywide Asset-Backe 5.944% 01/25/37. 09/01/2011| Paydown 123,708 | ... 123,708 73,526 73,526 ...50,182 123,708 0 01/25/2037
23242Y AH 8| Countrywide Home Equity 0.529% 02/15/34 .| 09/15/2011| Paydown 340,325 340,325 155,699 149,231 91,093 340,325 0 02/15/2034
23242Y BM 6| Countrywide Home Equity 0.469% 12/15/35 N 09/15/2011| Paydown, 2,033,432 2,033,432 79,391 | i | e | e 854,042 2,033,432 0 12/15/2035
23243N  AE 8| Countrywide Asset-Backe 5.661% 07/25/34.............. | ... 09/01/2011] PaYAOWN......ccvvvrrmsrriernersisssensissn | oveeressesessessnens | covereenes 7,632,679 |...cccoo.e 7,632,679 8,287,839 | ..oooouerrririiiiis | e | e (655,161) | ..oovcvvvvveeerrn [ coreen (655,161) | ..oovvvuucrriiies | v 7,632,679 0 07/25/2034
23243N  AF 5| Countrywide Asset-Backe 5.804% 07/25/34.............. | .... 09/01/2011| Paydown, 51,632 51,632 21,670 18,857 | covorrvrvevreereens | crvvvnnne 26,839 26,839 51,632 0 07/25/2034| 6Z*.......
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23243\ AG 3| Countrywide Asset-Backe 5.932% 07/25/34............. | ..... 09/01/2011| Paydown, 345,984 345,984 96,383 96,383 | ovvvvveeenenreeens [ weveenn 249,601 | .oooovreeecrrrrees | v 249,601 345,984 07/25/2034| 1Z*.......
23243N  AH 1| Countrywide Asset-Backe 6.236% 08/25/38.............. | ... 09/01/2011| Paydown, 253,142 253,142 87,190 87,190 | coovvvvvevnrreeeens [ e 165,952 | .ooouurrrreeennnnns | cevrrnens 165,952 253,142 08/25/2038| 1Z*.......
23336 AA 3 |DT Auto Owner Trust Ser 0.960% 01/15/14.............. | n. 09/15/2011| Paydown, 2,104,318 | ......... 2,104,318 | ......... 2,104,266 52 52 2,104,318 01/15/2014| 1FE......
25151A AG 6| Deutsche Alt-A Securiti 0.515% 08/25/36..........cccovvv. | cevee 09/26/2011| Paydown, 582,075 14,954 18,887 [ covevverreeerrreees | weveeens (18,887) [ cevevvvreraeerrrees | weverreens (18,887) 08/25/2036( 1Z*.......
32029H AB 8 |First Franklin Mtg Loan 0.385% 06/25/27.........ccccouwes | veuee 09/26/2011| Paydown, 670,605 670,605 244,933 266,900 | ..eovrvvveriiris | cereens 501,587 |......... 97,883 | ......... 403,704 670,605 06/25/2027
32029H AC 6 |First Franklin Mtg Loan 0.455% 06/25/27.........cccoouwes | veuer 09/26/2011| Paydown, 851,342 851,342 349,050 | covvvvvererreeennnnninns | ceeeeesnssnnnsneees [ eeeiens 502,292 | cooovvrereerrrrees | v 502,292 851,342 06/25/2027
36161H AB 7 |GE Equipment Midticket 0.610% 01/14/13.........ccooeee | vever 09/14/2011| Paydown, 3,312,352 3,312,352 3,312,352 0 3,312,352 01/14/2013
361856 EH 6| GMAC Mortgage Corporati 0.458% 02/25/36. .| 09/26/2011| Paydown 867,852 867,852 324,352 324,352 543,501 867,852 02/25/2036
361856 EK 9| GMAC Mortgage Corporati 0.495% 02/25/36.... 09/26/2011| PYAOWN........coovrreeererrveenssssseeenens | soseeeessssssssssssees | cevesnnens 1,655,567 | .......... 1,655,567 | ...coovvveenr 753,061 753,081 | covvevvevnrreeeeens | 000000:902,506 | covvvvvveevvrvrvvnns [ 902,506 | vvvvvvinnnnns | cvvvrienns 1,655,567 02/25/2036
36185T AA 5| Fort Lewis Comm 04/37 @ 7.120% 04/10/37............ | on. 09/10/2011| Paydown, 227,998 227,998 226,063 226,167 | covvvveerrreeeeeens | o 1,831 | errreeennnnn | crvveennnnnns 1,831 227,998 04/10/2037
36186T AA 4| GMAC Commercial Mortgag 6.045% 11/10/40.......... | ..... 09/10/2011| Paydown, 71,530 71,530 58,970 59,578 | ..oeerrrreerinnnns | cevrerens 11,952 | oovoecerrreennnns | cevrereeens 11,952 71,530 11/10/2040
362334 GT 5| GSAA Home Equity Trust 0.505% 03/25/36.............. | ... 09/26/2011| Paydown, 2,978,154 2,978,154 | ..oooovvrenee 435,916 703,294 274,861 | oo | oo 2,274,861 2,978,154 03/25/2036| 1Z*.......
362381 AC 9| GSAA Home Equity Trust 0.485% 08/25/36.............. | ..... 09/26/2011| Paydown, 2,488,206 |.......... 2,488,206 808,494 843,654 21,644,552 | oo | e 1,644,552 2,488,206 08/25/2036| 1Z*.......
36298Y AC 4| GSAA Home Equity Trust 0.485% 09/25/36.............. | ... 09/26/2011| PYAOWN........ooovrreerrrrrveenssssseeennns | soseeeesssssssssassnes | cevesnnens 1,292,431 | .......... 1,292,431 | oo 438,779 B40,476 | oovvvverrrecenns [ s 851,954 | .ooovvreerrrrrees | s 851,954 | ..ooovecrrrrnes | e 1,292,431 09/25/2036| 1Z*.......
38011N  AA 4| GMAC Commercial Mortgag 7.152% 08/10/36.......... | ..... 09/10/2011| Paydown, 203,907 203,907 201,908 202,020 | ooovvvrveererni [ ceveriinnns 1,887 | ooeervvveennninns | cevvevnnnnnns 1,887 203,907 08/10/2036| 1Z.........
38011W AA 4| Fort Meade - GMAC 2002- 6.845% 05/10/37..........o.. | cevee 09/10/2011| Paydown, 314,542 314,542 294,616 295,398 | .ocvvvvveerrrnnens [ ceviinnns 19,145 | oo | s 19,145 314,542 05/10/2037| 1FE......
38141E A6 6| Goldman Sachs Group Inc 6.000% 06/15/20 .| 07/20/2011| Bank of America, N.A 2,957,708 ....2,750,000 2,951,823 (2,510) (2,510) 2,949,313 8,395 8,395 |..... 100,833 | 06/15/2020| 1FE......
391210 AA 8| GreatRiver Energy 5.829% 07/01/17....ccooormmvvvvrmmuens | covee 07/01/2011| Redemption  100.0000 3,043,323 3,043,323 3,043,323 3,043,323 0 3,043,323 0. 177,395 | 07/01/2017| 1FE......
395385 AQ 0| Greenpoint Home Equity 0.695% 07/25/29............... | ..... 09/26/2011| Paydown, 25,347 25,347 18,799 6,548 6,548 25,347 0 23 | 07/25/2029| 5Z*.......
39538W CZ 9| Greenpoint Mortgage Fun 0.409% 09/15/30........cccee. | cevee 09/15/2011| Paydown, 190,300 | ..o 190,300 94,230 94,230 96,070 | coveevvrnnamerrrres | e 96,070 190,300 0 511 |09/15/2030| 1Z*.......
39538W EF 1| Greenpoint Mortgage Fun 0.505% 11/25/46............. | ..... 09/26/2011| Paydown, 478,369 | ..ooovvvnenns 478,369 | ... 270,212 | covvvevrr 57,074 | ... 171,987 | ....... 208,157 | ceoovvrurerrrreees | s 380,144 478,369 (VN 1,339 | 11/25/2046| 1Z*.......
39538W EL 8| Greenpoint Mortgage Fun 0.505% 11/25/46............. | ..... 09/26/2011| Paydown, 27,332 27,332 10,318 | eeeevveenmneneees | osseseeeeeeiinnns | ceeeenees 17,014 | o | e 17,014 27,332 0 29 | 11/25/2046| 6Z*.......
422777 AL 6 |Hedged Mutual Fund Fee 0.430% 01/04/13.......cccoce. | veonr 07/05/2011| Paydown, 150,320 | ..o 150,320 | ..o 150,320 150,320 0 150,320 0 01/04/2013| 1FE......
422777 AP 7| Hedged Mutual Fund Fee 0.462% 08/05/13. 09/06/2011| Paydown 828,906 828,906 828,906 642,443 | ....... 186,462 828,906 0 08/05/2013| 3FE......
422777 AQ 5| Hedged Mutual Fund Fee 0.422% 12/04/13. .| 09/06/2011| Paydown 478,514 LA78514 | .........478514 | ..........367 437 |...... 111,078 478,514 0 12/04/2013| 3FE......
43709R  AA  2|Indymac Seconds Asset 0.395% 02/25/37.........cccouurr | covee 08/25/2011| Paydown 22,073 22,073 6,214 13,971 22,073 0 54 | 02/25/2037|5Z*.......
43710A BB 3 |Home Equity Mortgage Tr 0.405% 05/25/37.............. | veoe. 09/26/2011| Paydown, 256,980 256,980 | ..covvvveenns 132,987 | oo | ovseeneeeeeeiiinn | e 123,993 | oo | e 123,993 256,980 0 242 | 05/25/2037| 6FE......
45254N MA 2 |Impac CMB Trust Series 0.755% 03/25/35............... | ..... 09/26/2011| Paydown 140,587 253,115 | v 100,674 100,713 39,874 39,874 140,587 0 03/25/2035( 1Z*.......
45254N  PU 5| Impac CMB Trust Series 0.875% 08/25/35................ | ... 09/26/2011| Paydown 473,235 | ... 473,235 226,519 223174 | oo | e 250,061 250,061 473,235 0 08/25/2035| 1Z*.......
45254N QG 5| Impac CMB Trust Series 0.735% 10/25/35................ | ... 09/26/2011| Paydown 445528 | .......... 445,528 201,867 201,867 | ccvveveererreirrens | e 243,660 445528 0 10/25/2035| 1Z*.......
45254T TF 1| Impac Secured Assets Co 0.485% 03/25/36.............. | ..... 09/26/2011| Paydown, 448112 | oo 448112 | e 188,416 184,241 | oo | e 251,276 448,112 0 03/25/2036
45255R  AA  5|Impac Secured Assets Co 0.405% 11/25/36.............. | ce... 09/26/2011| Paydown 218,340 218,340 | ..o 125,000 93,340 218,340 0 11/25/2036
45257B  AD 2 |Impac Secured Assets Co 0.495% 01/25/37. .| 09/26/2011| Paydown, 665,318 58,069 63,233 (63,233) |. 0 01/25/2037
45257E  AC 8 |Impac Secured Assets Co 0.505% 10/25/36.............. | ..... 09/26/2011| PaydOWN..........ooorrvivvieensseriesiins | coveeerssssesssnasnnes | cevevnnens 1,465,739 | ..o 1,465,739 520,121 456,681 21,009,058 | ..oooovcvrnecrrriis | 00000 1,009,058 [ oo | e 1,465,739 0 10/25/2036
456606 LM 2 |Indymac Loan Trust Seri 0.405% 04/25/14................ | ..... 09/26/2011| Paydown, 466,471 | ..o 466,471 250,728 | covooeerrireenriiees | seereesisesseinnees | e 215,743 466,471 0 04/25/2014| 6FE......
45661A AC 6 | Indymac Home Equity Loa 0.437% 09/28/36............. | ... 09/28/2011| Paydown, 155,716 | ..coovercrs 155,716 | .covvvvvvnnee 109,974 109,974 | oo | e 45,743 155,716 0 360 |09/28/2036| 1Z*.......
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45661D AA 4 |Indymac Residential Ass 0.387% 06/28/36............... | ... 09/28/2011| Paydown, 305,562 305,562 | ..covvvrveens 183,337 | eevvvvveenneereenns | vrreeeeesessiinnens | ceveees 122,225 | ..o | o 122,225 305,562 (V1N 156 | 06/28/2036| 6FE......
45667H AB 7 |Indymac Loan Trust Seri 0.405% 04/25/12.........ccccee. | e 09/26/2011| Paydown, 3,069,379 3,069,379 2,343,894 2,055,810 ...1,015,365 | ........... 1,795 | ... 1,013,570 3,069,379 0 04/25/2012| 5FE......
45670E  AA 1 |Indymac IMSC Mortgage L 0.385% 03/25/47............. | ..... 09/26/2011| PaYAOWN........coovrreeerrvvveensseseeennns | coseeeessessssssasnnes | cevesnnens 1,667,251 | .......... 4,294,698 | ....... 1,226,394 | ......... 1,164,435 | oo | e 502,817 | covevvrverecrrrrees | v 502,817 | ooorrvrerrrrnes | ceveeeenns 1,667,251 0 03/25/2047| 1Z*.......
45670E  AB 9 |Indymac IMSC Mortgage L 0.485% 03/25/47............. | ..... 09/26/2011| PYAOWN........coovrveerrrvvviensrererennns | coveeeessessssssasnnes | cevesnnens 1,581,398 | .......... 4,073,547 896,180 738,360 | .ovvvvveveerrreenns | wrvenns 843,038 | ..oovvrveerrrrrees | v 843,038 | ..o | e 1,581,398 0 03/25/2047| 1Z*.......
45670E  AC 7 |Indymac IMSC Mortgage L 0.595% 03/25/47............. | ..... 09/26/2011| PYAOWN........ooovrreerrvvvvenssssseeenens | coveeeessessssssassees | ceeesnnens 1,000,644 2,577,573 335,085 184,183 | oo | v 816,460 | .ovvvvveercrrrrees | v 816,460 | ...oovovcrrrinns | v 1,000,644 0 03/25/2047| 1Z*.......
464126 CG 4 |Irwin Home Equity Serie 0.875% 05/25/33..........cccooe. | vovee 09/26/2011| Paydown, 97,429 97,429 42,266 55,163 55,163 97,429 0 05/25/2033| 1Z*.......
46412A  AE 2| Irwin Home Equity Serie 5.800% 06/25/37...........ccooe. | veuee 09/01/2011| Paydown, 198,028 |.....ccoceene 198,028 117,534 80,494 198,028 0 06/25/2037
46412R  AB 1| Irwin Home Equity Serie 0.385% 08/25/37 .| 09/26/2011| Paydown, 843,356 843,356 625,533 289,561 843,356 0 08/25/2037
466247 QH 9| JP Morgan Series 2005-A 2.726% 06/25/35.............. | ..... 09/01/2011| Paydown, 761,722 | oo 761,722 727,457 ....34,265 761,722 0 06/25/2035
466275 AA 2| JP Morgan Alternative L 0.515% 04/25/47........ccouuwes | vovee 09/25/2011| PYAOWN........ooovvreeerrvvveensssseeeenens | soveeeessssssssssssees | cevssnnens 1,650,807 | .......... 1,650,807 885,719 843,385 | ..ovvvvevrrneeenns | wevenns 807,423 | .vvoovvvrvveerrrres | 0e0eeee807 423 | v | e 1,650,807 0 04/25/2047| 1Z*.......
493268 BJ 4 |Keycorp Student Loan T 0.719% 08/27/31.....ccccceues | vovne 08/29/2011| Paydown, 927,235 927,235 927,235 927,235 0 927,235 0 08/27/2031| 2FE......
52523Y AC 8| Lehman XS Trust Series 0.485% 12/25/36...........c.... | cevee 09/26/2011| PYAOWN. .....ovovvrveerrvvveessnessesennees | seeeeessessssssssssnees | eesssssseessssssssssssans | ceveesssnnnns 156,931 13,516 15,129 [ coooorvcerrreeens | cevveens (15,129) | covevvvrmrerrrrees | wevernnens (15,129) 0 12/25/2036| 1Z*.......
52524P AG  7|Lehman XS Trust Series 0.395% 05/25/37.........ccooe. | cuvee 09/26/2011| PYAOWN. ......ooovvreerrrvvveensssssenenens | soseeessssssssssassnes | wesssnnens 1,710,373 | ... 1,710,373 | ... 1,101,271 11,184,950 | e [ e (388,182) | ...oovvvee TAT5 | .. (395,857) [ .ovvvvvuerrrries | crveeeeens 1,710,373 0 05/25/2037| 1Z*.......
52524P AH  5|Lehman XS Trust Series 5.780% 05/25/37..........cccoe. | cuvee 09/01/2011| Paydown, 192,369 | ..o 192,369 78,448 78448 | oo [ o 113,921 | v | e 113,921 192,369 0 05/25/2037| 1Z*.......
52525 AS  9|Lehman XS Trust Series 0.635% 07/25/47.........cccooe. | cevee 09/26/2011| Paydown, 2,871,962 2,871,962 |......... 1,207,338 11,207,338 | covvvvreeens 11,664,624 | ..ooovvins 2,871,962 0 07/25/2047| 1Z*.......
55352R AA 6 |MSCC HELOC Trust Series 0.335% 12/25/31.......... | .... 09/26/2011| Paydown, 365,070 365,070 274,715 90,355 365,070 0 12/25/2031| 4Z*.......
574754 AA 5| Mashantucket Pequot Tri 6.910% 09/01/12.. .| 09/01/2011| Redemption  100.0000 ...2,000,000 ....2,000,000 2,079,120 2,033,522 2,020,633 | .ovvveerrrreeeens | e (20,633) | ...... (20,633) 09/01/2012| 2FE......
574754 AB 3| Mashantucket Pequot Tri 6.570% 09/01/13.......cccouees | cuvee 09/01/2011| Redemption  100.0000. ...2,600,000 ....2,600,000 2,406,612 2,465,036 2,496,248 ...103,752 | ..... 103,752 09/01/2013| 1FE.....
59217E  BZ 6| Met Life Glob Funding | 2.875% 09/17/12........cccconuees | cevee 09/19/2011| Royal Bank of Scotland Plc. 5,275,157 | .oovvveens 5,180,000 |.......... 5,165,237 5,171,286 5,174,988 ....100,169 |..... 100,169 09/17/2012| 1FE......
61747TW  AF 6| Morgan Stanley Diversif 5.750% 01/25/21.........ccc.oue. | ceune 08/12/2011| Jeffries Fixed Income 2,039,020 |........ 2,000,000 |....... 2,084,380 2,083,141 | covveeereeeens | e (44,121) | ...... (44,121) 01/25/2021| 1FE.....
61747W AL 3| Morgan Stanley Diversif 5.500% 07/28/21.......cccccoouws | 08/11/2011| Morgan Stanley Capital Srvcs Inc... 888,149 890,000 889,733 889,704 | ..o [ e (1,555) | ........ (1,555) 07/28/2021| 1FE......
61747Y DD  4|Morgan Stanley Diversif 3.800% 04/29/16................. | ceoee 09/20/2011| Various 2,236,766 2,290,000 2,287,733 88 88 2,287,821 | coovveirseceens | e (51,056) | ...... (51,056) 04/29/2016 1FE......
61915R AK 2 |Mortgageit Trust Series 0.535% 08/25/35.........cccouwers | vevnr 09/25/2011| Paydown, 387,807 387,807 387,807 387,807 0 387,807 0 08/25/2035( 1Z*.......
65535V  MJ 4| Nomura Asset Acceptance 0.495% 07/25/35.... 09/26/2011| Paydown, 156,967 | ..o 156,967 | ..o 157,035 156,967 0 07/25/2035
65535V NL 8| Nomura Asset Acceptance 0.525% 08/25/35 .| 09/26/2011| Paydown, 216,096 216,096 98,883 216,096 0 08/25/2035
65535V PV 4|Nomura Asset Acceptance 0.505% 10/25/35.... 09/26/2011| Paydown, 324,508 324,508 | ...ooovveeens 176,795 LYY T 156,935 324,508 0 10/25/2035
65535V RK 6| Nomura Asset Acceptance 0.495% 12/25/35............. | «.... 09/26/2011| Paydown, 161,447 | .o 161,447 55,463 38,897 | coovvveeernirnneens [ e 122,550 | .oovrerrerveeennns | e 122,550 161,447 0 12/25/2035| 1Z*.......
65538N  AA 1 |Nomura Asset Acceptance 0.348% 04/25/37............. | .... 08/25/2011| Bank of America. 6,115,977 |....... 17,122,595 | .......... 5,167,942 | ... 4,694,552 | ...occovvvrrrrrrerns | e (146,935) | cvvvvverrevrrees [ wernd (146,935) | ..oovvverrrrrees | cereereen 4547617 | v, ..1,568,360 | ..1,568,360 04/25/2037| 1Z*.......
65538N AA 1| Nomura Asset Acceptance 0.348% 04/25/37............. | ... 08/25/2011| Paydown 85,937 543,314 | oo 163,983 148,962 | ..oocvvverrcvreinns [ e [(GRH072:) ) TR IR (63,025) 85,937 0 04/25/2037| 1Z*.......
65538N  AB 9 |Nomura Asset Acceptance 0.468% 04/25/37............. | ... 08/25/2011| Bank of America 5,207,148 |........ 14,578,193 | ......... 4,110,759 3,711,083 | .o [ e (166,805) | .vvvvvevrrevrees [ werenend (166,805) 3,544,258 ..1,662,891 |..1,662,891 04/25/2037| 1Z*.......
65538N  AB 9 |Nomura Asset Acceptance 0.468% 04/25/37............. | ..... 08/25/2011| Paydown 73,167 | .cocvvvvveens 462,578 | ............ 130,438 7,755 [ o [ e (44,588) | ..ooorrvrrrerrins | v (44,588) 73,167 0 04/25/2037| 1Z*.......
65538N  AC 7 |Nomura Asset Acceptance 0.568% 04/25/37............. | ..... 08/25/2011| Bank Of AMETICA...........cccourrrrvvvviienns | correerrvvieiiiiainnees [ covvrnneas 4,699,134 | ... 13,155,931 3,653,139 337,317 | e [ (155,253) | covvveveeerrenrnees [ were (155,253) 3,162,064 ..1,537,069 |..1,537,069 04/25/2037
65538N AC 7| Nomura Asset Acceptance 0.568% 04/25/37. .| 08/25/2011| Paydown, 66,029 417,448 ...115917 105,261 ..(39,233) (39,233) 66,029 0 04/25/2037
71531P  AA 1| Pershing Road 0.726% 09/01/26..............cccooeummrrvvrnees | cenes 09/01/2011| Redemption ~ 100.0000. 870,515 870,515 870,515 870,515 0 870,515 0 09/01/2026
760985 SU 6| Residential Asset Mortg 0.915% 03/25/33.........cccouves | ceves 09/26/2011| Paydown 27,443 27,443 18,121 (S 7. I I 1,226 8,095 27,443 0 36 |03/25/2033| 5Z*.......
76110W XW 1| Residential Asset Serie 0.995% 05/25/34.............c.... | ceves 09/26/2011| Paydown 87,532 87,5632 42,030 42,030 | oo | ceeinenn 45502 | .o | e 45,502 87,532 0 600 | 05/25/2034| 1Z*.......
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785778 ND 9| Saco | Trust Series 200 0.755% 06/25/36.............c.... | cevee 09/26/2011| Paydown, 487,434 | ..o 487,434 298,873 | covvvveeerreeererenininns | ceeveesssisnneneees | eeeeees 188,560 | ..evuuerrrreeerrnens | cerrrnens 188,560 487,434 (VI 749 | 06/25/2036| 6FE......
785778 PF  2|Saco | Trust Series 200 0.635% 03/25/37..........cccuvves | cevee 09/26/2011| Paydown, 452,689 | ....oovvnnnns 452,689 271,858 228,037 | coovvvvveeerrrrrenns [ cerreen (10,559) | ..vvveeee 11,172 (21,731) 452,689 0 804 | 03/25/2037|4Z*.......
785778 PG 0| Saco | Trust Series 200 0.635% 07/25/36............ccove. | covee 09/26/2011| Paydown, 960,690 960,690 523,495 490,727 63,971 | ..o 59,343 | ..o 4,628 960,689 (VN 1,647 | 07/25/2036| 1Z*.......
785813 AA  4|Saco | Trust Series 200 0.375% 06/25/36.............c.... | ceuee 09/26/2011| Paydown, 340,955 340,955 | ..coovvvveens 181,639 | oovrvrvveenns 47513 | .. 2,085 | ... 159,316 | .oovuurrrreeernnnns | cevrreens 161,401 340,955 (V1N 430 | 06/25/2036 5Z*.......
841238 AB 4| Southbridge Assoc MA 7.590% 02/01/22..........ccccvvves | covee 08/01/2011| Redemption ~ 100.0000. 500,000 500,000 561,195 556,727 (2,092) (2,092) 554,635 | ...cvvvvrvvennnnns [ e (54,635) | ......(54,635) | ....... 37,950 |02/01/2022| 2FE......
881561 W9 1| Terwin Mortgage Trust 4.500% 10/25/40...........ccoccve. | cevee 09/01/2011| Paydown, 8,548 8,548 1,560 1,560 6,989 8,548 0 264 |10/25/2040| 1Z*.......
92976Y AA 0| Wachovia Asset 0.375% 07/25/37.........oouuveerevvveiiins | cevee 09/26/2011| Paydown, 244,225 244225 | ............. 131,135 131,135 | oo | v 113,090 244,225 0 602 | 07/25/2037
92978L AA 6| Wachovia Asset 0.365% 07/25/37..........ccccevrrmevvrines | woree 09/26/2011| Paydown 944,530 944,530 501,893 501,893 42,637 944,530 0 2,266 | 07/25/2037
05567L T3  1|BNP PARIBAS Diversified 5.000% 01/15/21 .| F...| 07/06/2011| Credit Suisse SEC (USA), LLC 644,646 | ............ 635,000 635,730 26 26 635,756 8,890 | ..o 8,890 | ... 15,258 | 01/15/2021
19035R AL 3| Coast Investment Grade 0.879% 07/30/17................ F... | 07/29/2011| PydOWN.....ooorrveererrrvvesssseeesnenes | soveeeesssssssmsssseees | sevesnnnns 1,895,441 | ......... 1,895,441 | .......... 1,899,731 | oo 1,898,360 (2,919 (VL L) O B 1,895,441 (V[ 19,610 |07/30/2017
53947M AB 2| Lloyds TSB Bank Plc Mon 5.800% 01/13/20............. F...| 08/26/2011| Royal Bank of Scotland Plc 275,567 285,000 284,336 284,378 20 20 284,398 (8,831) | ........(8,831) | ... 18,734 | 01/13/2020
78009P CC  3|Royal Bk of Scotland PL 4.375% 03/16/16................ F...| 07/19/2011| RBS Securities INC...........cccouuuerrrres | soreerrrveeemmmmarseees | wevernnnns 1,001,660 | .......... 1,000,000 998,050 73 73 998,123 3,537 3537 | . 15,313 | 03/16/2016
78010X AG 6| Royal Bk of Scotland PL 3.950% 09/21/15................ F...|07/19/2011| Barclays Capital High Yield 2,989,830 |...ooveeer 3,000,000 2,961,600 3,219 3,219 2,964,819 25,011 25,011 |....... 99,408 |09/21/2015
87927V AU 2| Telecom ltalia Capital 6.999% 06/04/18..................... F...| 09/12/2011| Morgan Stanley Capital Srvcs Inc... 2,349,665 2,377,000 2,641,322 2,613,711 | oo | cevvnens (18,857) [ cevevvereraerrrrees | weverneens (18,857) 2,594,854 ....(245,189) | ....(245,189) | .....129,858 | 06/04/2018
90261X FA 5| UBS AG Stamford Diversi 5.750% 04/25/18............. F...| 09/14/2011| Deutsche Bank Securities, INC........ | .ocwwweeeeerrmesseees | wevernnnas 2,126,380 |.......... 2,000,000 |....... 2,172,700 2,161,547 | covveveeeeeens | e (35,167) | ......(35,167) | .....103,500 | 04/25/2018
90261X FY 3| UBS AG Stamford 3.875% 01/15/15....c...cccousserrrrreeens F...| 09/27/2011| Bank of America, N.A 2,526,595 2,500,000 |.......... 2,489,323 |.........2,491,183 | .ooovciicnnncnnns [ 1,399 | e 1,399 [ i | s 2,492,583 e 34,016 | ....... 34,016 | ..... 114,926 | 01/15/2015
3899999. Total - Bonds - INAUSITial & MISCEIIANEOUS. .........uuuuerrrreesssisssssssssssssssssssssssssssssssssssses s ssssssssssssssssssssssss | s 146,571,224 | ...... 184,634,801 .119,185,042 .1,815,091 | ..22,906,167 ,012,809 | ....23,708,449 141,724,676 .4,846,549 | .4,846,549 |..2,636,655 |..... XXX...
8399997. TOtA] = BONGS = PAM 4.......ooooeriereessssssssessssesssss s | aneees 177,044,737 | ..... 214,767,714 | ..... 149,589,135 ....1,815,091 |..22,838,046 | ....1,012,809 |...23,640,328 | ... | e 172,050,743 .4,993,994 |.4,993,994 |.3,620,702 |...... XXX...
8399999. TORAL = BONGS. .. eeeeeees e s | v 177,044,737 | ..... 214,767,714 | ..... 149,589,135 ....1,815,091 |..22,838,046 |....1,012,809 |...23,640,328 | .............! 0 | 172,050,743 | ..o 0 |.4,993,994 |.4,993,994 |.3,620,702 |...... XXX...
9999999. Total - Bonds, Preferred and COMMON SEOCKS. .........uuuurrrrreessmmmmeersesessssssssssssesesssssssseesssssssssssssssssssssssssssssssssssssssssssssssssses | sosees 177,044,737 | .o 9.0 S 149,589,135 ...1,815,091 |..22,838,046 |....1,012,809 |...23,640,328 | ................ 0 [ 172,050,743 | coovvvvvrrrnneee 0 |.4,993,994 |.4,993,994 |.3,620,702 |...... XXX...

(a) For all common stock bearing the NAIC market indicator "U" provide: the number of such issues................ 0.
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Sch. DB-Pt A-Sn 1
NONE

Sch. DB-Pt A-Sn 1-Footnote
NONE

Sch. DB-Pt B-Sn 1
NONE

Sch. DB-Pt B-Sn 1-Footnote
NONE

Sch. DB-Pt B-Sn 1B-Broker List
NONE

Sch. DB-PtD
NONE

Sch. DL-Pt. 1
NONE

Sch. DL-Pt. 2
NONE

QEO06, QE07, QE08, QE09, QE10
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SCHEDULE E - PART 1 - CASH

Month End Depository Balances
2 3 4

1 5 Book Balance at End of Each 9
Amount of Amount of Month During Current Quarter
Rate Interest Interest Accrued 6 7 8
of Received During at Current
Depository Code Interest Current Quarter Statement Date First Month Second Month Third Month *
Open Depositories
Citibank, N.A London, England 720 VAT E— 1,165,326 | ..ooovvrreenne 171,993 | XXX..
Citibank, N.A New York, New York 3 496,296 154,251 60,131 | XXX..
Bank of New York New York, New York 13 2,351,004 141,698 303,185 | XXX..
BNS Time Deposit CD. Charlotte Amalie, USVI.. 2,166 500,000 500,000 500,000 | XXX..
Citibank Time Deposit CD Hagatna, Guam 767 50,000 50,000 50,000 | XXX..
0199999. Total Open Depositorie 736 2,933 | .end,319,031 | i 2,011,275 | oo 1,085,309 | XXX..
0399999. Total Cash on Deposit. 736 2,933 ...2,011,275 ..1,085,309 | XXX..
0599999. Total Cash 736 2,933 ..2,011,275 ..1,085,309 | XXX..

QE11
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SCHEDULE E - PART 2 - CASH EQUIVALENTS

Show Investments Owned End of Current Quarter

1 2 3 4 5 6 7 8
Date Rate of Maturity Book/Adjusted Amount of Interest Amount Received
Description Code Acquired Interest Date Carrying Value Due & Accrued During Year

NONE




