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Operating Subsidiaries 

AMBAC COMPANY OVERVIEW 
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Ambac Financial Group, Inc.  

$455 million cash, investments and receivables 

45 million shares outstanding 

$1.3 billion NOLs 
NASDAQ AMBC $894 million1 

 

 

 

$239 million statutory surplus 

 

 

Ambac Assurance UK (ñAUKò) 

$898 million claims paying resources  

$13 billion net par outstanding 

Ambac Assurance Corporation 

$4.9 billion of claims paying resources 

$34 billion net par outstanding2 

$2.2 billion NOLs 

1. As of February 25, 2019  

2. Par throughout this presentation includes capital appreciation bonds, which are reported as the par amount at 

issuance of the policy, as opposed to the current accreted value of the bonds  

Ambac Financial Group, Inc., is a holding company whose subsidiaries, including its principal operating subsidiary, Ambac 

Assurance Corporation, Everspan Financial Guarantee Corp., and Ambac Assurance UK Limited, provide financial 

guarantees to clients in both the public and private sectors globally. Ambac Assurance is a guarantor of public finance and 

structured finance obligations and is currently in run-off.  



Ongoing rationalization of Ambac's and its subsidiaries' capital and liability structures 

AMBAC STRATEGIC PRIORITIES 

Active runoff of Ambac Assurance and its subsidiaries through transaction terminations, policy commutations, 

reinsurance, settlements and restructurings, with a focus on our watch list credits and known and potential future 

Adversely Classified Credits ("ACC"), that we believe will improve our risk profile, and maximizing the risk-

adjusted return on invested assets 

Loss recovery through active litigation management and exercise of contractual and legal rights 

Ongoing review of the effectiveness and efficiency of Ambac's operating platform 

Evaluation of opportunities in certain business sectors that meet acceptable criteria that will generate long-term 

stockholder value with attractive risk-adjusted returns 
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éwhich has improved book value and adjusted book value 

RISK MANAGEMENT ï REDUCING INSURED LEGACY EXPOSURES 
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Natural run-off of exposure was complemented by proactive de-risking activities focused on 

reducing Adversely Classified and Watch List Creditsé 

$ in billions $ in billions 



LOSS MITIGATION ð LITIGATION AND OTHER RECOVERIES 
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Aggressively pursuing RMBS and other recoveries, through litigation and other means - 

Achieved approximately $1.6 billion of RMBS-related recoveries ever-to-date 

Recent and Potential Recoveries 

Active Litigation 

  

Å Countrywide, First Franklin and Nomura  

Ǔ Estimated representation and warranty (ñR&Wò) 
subrogation recoveries of $1.8 billion as of 
December 31, 2018  

Å Countrywide  

Ǔ Preparing for trial on contract and fraud claims in main 
case after prevailing on all pre-trial motions argued in 
2018 (which defendants are appealing)  

Ǔ Pursuing additional fraud-only cases relating to 
Harborview and Lehman transactions 

Å First Franklin and Nomura 

Ǔ Timing further behind main Countrywide case 

 

 

 

Å U.S. Bank  

Ǔ Seeking redress for trustee's failure to enforce rights 

and remedies and its treatment of trust recoveries with 

respect to 5 RMBS transactions 

Å Puerto Rico 

Ǔ HTA  

Ǔ FEGP, Fiscal Plan Compliance Law 

Ǔ Clawback 

Ǔ US Treasury (relating to rum taxes) 

Ǔ COFINA trustee 

Å Citigroup settlement with the SEC 

Ǔ Related to a CDO transaction for which Ambac provided credit protection 

Å Analyzing and pursuing other potential areas for recoveries 

* Received approximately $27 million in 4Q18 in connection with the settlement of a securities class action lawsuit relating to 
RMBS previously owned in the investment portfolio 



LOOKING AHEAD: EXPLORING GROWTH AND CAPITAL DEPLOYMENT 

OPPORTUNITIES 
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Materialization of key catalysts have improved Ambacôs fundamentals, to allow for the deployment 

of capital in a tax efficient way to diversify the platform in a manner intended to enhance long-term 

shareholder value 

AMBAC RESOURCES 

Å Public company platform 

Å Expertise in insurance, credit, risk 

management, public finance, 

structured finance asset 

management and financial services 

Å Experience managing regulated 

businesses 

Å Expertise in managing complex 

transactions 

Å Insurance licenses across the U.S. 

and UK 

NEW BUSINESS FOCUS 

 

ADJACENT SECTORS 

Å Specialty P&C Insurance and 

Reinsurance 

Å Credit and Asset origination 

businesses 

Å Asset Management and Fee based 

businesses 

Å Insurtech/Fintech related 

businesses 

POTENTIAL TRANSACTIONS 

Å Acquisitions 

Å Strategic Investments 

Å Joint Ventures 
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AMBAC VALUE DRIVERS (as of December 31, 2018) 

Asset Management 

Å Generating a 5.8% GAAP yield on 

$3.5 billion book value AAC & 

subsidiaries investment portfolio 

Å Ownership of 58% and 37% of 

Ambac insured COFINA and 

PRIFA insured bonds, respectively 

Å Monetized value of insured RMBS 

Liquidity and Improved 

Capital Structure 

Å $455 million of cash, investments 

and receivables at AFG  

Å Reduced outstanding debt and 

preferred stock 

NOLs  

Å $1.3 billion at AFG 

Å $2.1 billion at AAC  

Å $101 million of tolling payments paid 

to AFG; $44 million accrued for 2017 

and 2018 

 

 

 

 

Litigation & Recovery  

Å Aggressively pursuing legal rights in 

the BofA/Countrywide, Nomura and 

First Franklin cases 

Å Asserting and protecting our rights 

in Puerto Rico-related litigation  

 

Improving fundamentals 

create a stronger, leaner 

balance sheet   

Å Concluded Segregated Account 

Rehabilitation Exit and increased 

Book Value and Adjusted Book 

Value 

Å Robust risk mitigation efforts 

strengthened the quality of Book 

Value and insured portfolio 

Å Executed AMPS exchange offer 

transaction, further de-leveraging 

the balance sheet  

 

Competitive structure and 

tax advantages facilitate 

potential strategic 

opportunities 

Å Scalable, public company platform 

Å Sizeable NOLs and substantial 

deployable capital 

Å Expertise in credit, risk 

management, public finance, 

structured finance and financial 

services 

 



FINANCIAL HIGHLIGHTS  

FOURTH QUARTER 2018 
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4Q2018 FINANCIAL OVERVIEW  

($ in millions, except per share amounts) 4Q2018 3Q2018 

Net income (loss) $ (20 ) $ (22 ) 

Net income (loss) attributable to common stockholders $ (20 ) $ (104 ) 

Net income (loss) per diluted share attributable to common stockholders $ (0.45 ) $ (2.27 ) 

Adjusted earnings (loss) (1) $ 11 $ (76 ) 

Adjusted earnings (loss) per diluted share $ 0.24 $ (1.66 ) 

Total Ambac Financial Group Inc. stockholders' equity (Book value) $ 1,592 $ 1,758 

Book value per share $ 35.12 $ 38.77 

Adjusted book value (1) $ 1,251 $ 1,292 

Adjusted book value per share $ 27.58 $ 28.50 
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(1) Adjusted earnings and adjusted book value are non-GAAP financial measures of financial performance or financial position that excludes (or includes) 

amounts that are included in (or excluded from) net income attributable to common stockholders for Adjusted Earnings and Total Ambac Financial Group, Inc. 

stockholdersô equity for Adjusted Book Value.  A reconciliation between both financial measures can be found in Ambacôs 4Q2018 Earnings Release included 

in Ambacôs Current Report on Form 8-K filed with the SEC on February 28, 2019 and at the end of this document 



4Q2018 vs 3Q2018 - KEY FINANCIAL RESULTS 

(1) Adjusted earnings (loss) is a non-GAAP financial measure of financial position that excludes (or includes) amounts that are included in (or excluded 

from) net income which is presented in accordance with GAAP.  A reconciliation between both financial measures can be found in Ambacôs 4Q2018 

Earnings Release, included in Ambacôs Current Report on Form 8-K filed with the SEC on February 28, 2019 and at the end of this document 
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(1) 

Å Net premiums increased $3.1 million, including accelerations of $12.2 million. Normal premiums earned decreased 

$2.4 million due to the continued runoff of the insured portfolio and reinsurance of $1.5 billion of par exposure. 

Accelerated premiums earned increased due to the impact of de-risking activity in the Public Finance sector 

Å Net investment income decreased $20.8 million in 4Q2018 primarily due to mark to market losses on invested assets 

classified as trading related to declines in equity and credit markets and a lower allocation to Ambac insured bonds  

Å Net losses on derivative contracts were $(44.7) million for 4Q2018 compared to net gains of $17.6 million for 

3Q2018, primarily due to losses on interest rate derivatives from significant forward interest rate declines  

Å Losses and loss expenses for the fourth quarter of 2018 were a benefit of $42.3 million, due to positive development 

in the RMBS portfolio driven by credit improvements and the impact of lower interest rates on excess spread  

Å Operating expenses decreased $7.1 million in  4Q2018 due to lower compensation costs and the absence of 

expenses related to the 3Q18 AMPS exchange transaction 



INCURRED (LOSSES) BENEFIT BY CATEGORY(1) - 4Q2018 vs 3Q2018  

(1) Components may not add to total due to rounding 
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($ in millions) 

Ǔ RMBS benefit of $46.5 million in 4Q2018 was driven by the positive impact of interest rates on excess spread and 

credit improvements 

Ǔ Domestic Public Finance included a $42.3 million benefit from the COFINA transactions offset by reserve 

strengthening on other transactions and the impact of a lower discount rate 

Ǔ Student Loan benefit of $6.7 million in 4Q2018 was primarily related to the impact of declining interest rates 

Ǔ Ambac UK and other credits incurred losses of $16.2 million in 4Q2018 was primarily the result of foreign exchange 

rates and declining interest rates 



GROSS LOSS RESERVES BY CATEGORY(1) 
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(1) Gross loss reserves are net of estimated R&W subrogation recoveries of $1.8 billion as of December 31, 2018 and September 30, 2018, and other 

subrogation recoveries of $0.7 billion and $0.6 billion as of December 31, 2018 and September 30, 2018, respectively  

($ in millions) 

  



EXPENSE MANAGEMENT 
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Å Compensation expense decreased $2.1 million in 4Q2018 from 3Q2018 primarily due to headcount reductions, lower 

performance based compensation, and lower severance charges 

Å Non-compensation expenses decreased $4.6 million in 4Q2018 from 3Q2018 primarily due to the absence of $5.9 million of 

costs related to the AMPS exchange transaction incurred in 3Q18 partially offset by higher professional fees 

Ǔ Regulatory expenses amounted to $0.5 million in 4Q2018 and 3Q2018 



AMBAC CONSOLIDATED LIABILITY AND CAPITAL SUMMARY 

Category Comments 

Claim Liabilities 

Secured Notes 

5.1% Surplus Notes 

5.1% Junior Surplus Notes 

Tier 2 Note ÅIncludes paid-in-kind interest of $19 million 

Auction Market 
Preferred Shares (AMPS) 

 

Common Stock 
Market Cap(2) 
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(1) AAC pledged for the benefit of holders of Secured Notes (other than AAC) the proceeds of the Secured Notes held by AAC 

(2) Common Stock Market Cap based on AMBC common shares outstanding at the closing stock price of $19.71 on 2/25/2019  

 

ÅBefore estimated subrogation recoveries, Unearned Premium Revenue 

(ñUPRò) and reinsurance  

ÅIncludes $292 million of Ambac UK claim liabilities 

ÅIncludes $261 million of accrued and unpaid interest 

ÅIncludes $122 million of accrued and unpaid interest 

ÅLiquidation Preference 

Å45,341,834 common shares 

Å 4,877,783 warrants 

$2,422 

$1,359 

$792 

$488 

$103 

($ in millions) 

12/31/18  

$894  

$259 

ÅExcludes $582 million of principal and interest held at AAC(1) 

ÅIncludes $0.3 million of accrued and unpaid interest 

  



APPENDIX 
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RISK MANAGEMENT - SUMMARY OF SELECT ACTIVE RISK MITIGATION 

TRANSACTIONS - 2018 
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Reinsured approximately $138 million of structured finance exposure and the full amount of certain public finance 

exposures totaling $1.5 billion of performing par exposure (principal and interest of $3.4 billion), mostly comprised of 

policies on non-callable capital appreciation bonds and including $232 million par of watch list and Adversely Classified 

Credit exposures 

Worked closely with servicers and owners of Master Servicing Rights to exercise clean-up calls on 11 RMBS transactions, 

reducing adversely classified net par exposure by $284 million 

Negotiated with counterparties to expedite refundings or restructurings of Ambac-insured international bonds that resulted 

in the termination of several international RMBS and asset-backed policies on £182 million and £548 million of net par 

exposure, respectively 

Partnered with issuers and other transaction counterparties to expedite refundings or calls across a number of Ambac 

domestic public finance bonds, resulting in a reduction of watch list and adversely classified net par of approximately 

$1.0 billion 

Coordinated with issuers and investors of Ambac-insured debt to commute $484 million of net par exposure, including 

$127 million of adversely classified student loan exposures  

Facilitated the refinancing of a defaulted Ambac UK insured utility, reducing adversely classified net par exposure by $36 

million 



RISK MANAGEMENT - COFINA PLAN OF ADJUSTMENT 
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The COFINA Plan of Adjustment became effective on February 12, 2019, which resolved the COFINA 
debt restructuring and 78% of Ambac's Puerto Rico exposure. As part of the transaction: 

Policyholders electing not to commute  

Ambac insured COFINA bonds  
(approximately 25% of insured net par exposure): 

Å Agreed to deposit their Ambac Assurance-insured 

senior COFINA bonds into a trust in exchange for units 

issued by the trust 

Ǔ The trust holds a ratable distribution of new 

COFINA bonds and cash: 

ǐ New COFINA bonds with face value of $480 

million 

ǐ Cash of $28 million, which was distributed to 

unit holders 

Å Will receive future distributions from the trust collateral 

that will offset Ambacôs remaining obligation on its 

insurance policy in the trust 

Ambac exposure impact  
(based on December 31, 2018 balances): 

ǓCOFINA insured Net Par exposure 

reduced by $603 million or 75% to $202 

million of COFINA exposure due to 

commutations 

ǓNet Insured Principal and Interest 

reduced by $5.5 billion or 59% to $3.8 

billion for all Puerto Rico exposure 

ǓReserve benefit in 4Q18 of $42 million 

with a total benefit of $120 million for 3Q18 

and 4Q18 

Ambac Insured COFINA bonds owned by Ambac: 
Å Bonds were commuted with Ambac receiving: 

Ǔ $100 million in cash  

Ǔ $946 million in new COFINA bonds (maturity value) 



CAPITAL STRUCTURE SIMPLIFICATION - AMBAC AMPS EXCHANGE  

Benefits to Ambac: 

Capture of $253 million of discount (FV basis) 

Reduction of outstanding consolidated liquidation preference from $660 million to only $103 million ï 

Deleveraging the balance sheet 
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Holders tendered: 
Å $557 million or 84.4% of the 

aggregate liquidation 

preference of outstanding 

AMPS 

 

Holders received: 
Å $286 million of surplus notes, 

including accrued interest 

Å $11 million cash 

Å $8 million warrants 

Equity Impact: 

$82m      Reduction to Net Income attributable to common stockholders 

  (8m)     Warrant issuance 

$74m      Reduction to Stockholders Equity and Adjusted Book Value 

 

 

 

 

 

Closed August 3, 2018 


