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STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

ASSETS

Current Statement Date

4

Assets

2

Nonadmitted Assets

3

Net Admitted Assets
(Cols. 1 -2)

December 31
Prior Year Net
Admitted Assets

o N o

1.
12.
13.

14.
15.

16.

17.

18.1 Current federal and foreign income tax recoverable and interest thereon
18.2 Net deferred tax asset

19.
20.
21.

22.
23.
24,
25.
26.

27.

28.

. Bonds
. Stocks:

. Contract loans (including $
. Derivatives
. Other invested assets
. Receivables for securities

. Securities lending reinvested collateral assets

77,285,816

2.1 Preferred stocks

77,285,816

,,,,,,,,,,,,,,,,, 141,199,888

2.2 Common stocks

. Mortgage loans on real estate:

3.1 First liens

3.2 Other than first liens

. Real estate:

4.1 Properties occupied by the company (less

$ 0

encumbrances)

4.2 Properties held for the production of income

(less$ .0 encumbrances)

4.3 Properties held for sale (less

$ 0 encumbrances)
,,,,,,,,,,,,,,,,,,,, 1,019,474 ),
,,,,,,,,,,,,,,,,,, 50,445,804 )
...835,200 )

52,300,477

52,300,477

,,,,,,,,,,,,,,,,,, 11,064,520

0 premium notes)

4,771,447

511,795

79,457

4,691,990

511,795

,,,,,,,,,,,,,,,,,,,, 2,405,600
,,,,,,,,,,,,,,,,,, 12,388,309

Aggregate write-ins for invested assets

Subtotals, cash and invested assets (Lines 1 to 11)

134,869,536

Title plants less $ ... 0 charged off (for Title insurers

79,457

134,790,079

,,,,,,,,,,,,,,,,, 167,068,317

only)
Investment income due and accrued

1,488,646

Premiums and considerations:
15.1 Uncollected premiums and agents’ balances in the course of
collection

1,488,646

,,,,,,,,,,,,,,,,,,,,,,,, 517,828

15.2 Deferred premiums, agents’ balances and installments booked but

deferred and not yet due (including $ ... [ 0 earned

but unbilled premiums)
15.3 Accrued retrospective premiums ($ .0 )and
contracts subject to redetermination ($ 0)

Reinsurance:
16.1 Amounts recoverable from reinsurers

16.2 Funds held by or deposited with reinsured companies

16.3 Other amounts receivable under reinsurance contracts

Amounts receivable relating to uninsured plans

1,727,489

Guaranty funds receivable or on deposit

,,,,,,,,,,,,,,,,,,,, 1,727,489

389,980

Electronic data processing equipment and software

Furniture and equipment, including health care delivery assets

€ 0)

Net adjustment in assets and liabilities due to foreign exchange rates ...

Receivables from parent, subsidiaries and affiliates

Healthcare ($ .0 )andother amounts receivable
Aggregate write-ins for other-than-invested assets

45,933

Total assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 12 to 25)

From Separate Accounts, Segregated Accounts and Protected
Cell Accounts

138,131,604

3,982

1,852,879

136,278,725

167,970,107

Total (Lines 26 and 27)

138,131,604

1,852,879

136,278,725

167,970,107

1101.
1102.
1103.
1198.
1199.

DETAILS OF WRITE-INS

Summary of remaining write-ins for Line 11 from overflow page

Totals (Lines 1101 through 1103 plus 1198) (Line 11 above)

2501.
2502.
2503.
2598.
2599.

Prepaid Expenses
Security Deposit

18,033
27,900

Other Assets

3,982

Summary of remaining write-ins for Line 25 from overflow page

Totals (Lines 2501 through 2503 plus 2598) (Line 25 above)

45,933

45,933

3,982




STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

1.

6.
7.1Current federal and foreign income taxes (including $
7.2 Net deferred tax liability
8.
9.

10.

12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.

37.
38.

2. Reinsurance payable on paid losses and loss adjustment expenses
3. Loss adjustment expenses
4.
5

. Other expenses (excluding taxes, licenses and fees)

LIABILITIES, SURPLUS AND OTHER FUNDS

Current
Statement Date

2
December 31,
Prior Year

Losses (current accident year $ 0 )

(680,842)

,,,,,,,,,,,,,,,,,, 22,013,493

Commissions payable, contingent commissions and other similar charges

357,527

,,,,,,,,,,,,,,,,,,,, 1,154,950

1,872,838

Taxes, licenses and fees (excluding federal and foreign income taxes)

,,,,,,,,,,,,,,,,,,,, 1,870,465

oo 0 onrealized capital gains (losses))

Borrowedmoney$ 0 andinterestthereon $ 0

Unearned premiums (after deducting unearned premiums for ceded reinsurance of $ 2,500,000 and
including warranty reservesof $ 0 and accrued accident and health experience rating refunds

including$ 0 for medical loss ratio rebate per the Public Health Service Act)

(35,435)

Advance premium

,,,,,,,,,,,,,,,,,,,, 5,708,512

. Dividends declared and unpaid:

11.1 Stockholders

11.2 Policyholders

Ceded reinsurance premiums payable (net of ceding commissions)

Funds held by company under reinsurance treaties

Amounts withheld or retained by company for account of others

Remittances and items not allocated

Provision for reinsurance (including$ [ 0 certified)

Net adjustments in assets and liabilities due to foreign exchange rates

Drafts outstanding

Payable to parent, subsidiaries and affiliates

79,157

79,656

Derivatives

Payable for securities

Payable for securities lending

Liability for amounts held under uninsured plans

Capitalnotes $ [ 0 and interest thereon $ 0

Aggregate write-ins for liabilities

19,949,142

Total liabilities excluding protected cell liabilities (Lines 1 through 25)

21,542,387

Protected cell liabilities

,,,,,,,,,,,,,,,,,, 19,949,326
,,,,,,,,,,,,,,,,,, 50,776,402

Total liabilities (Lines 26 and 27)

21,542,387

Aggregate write-ins for special surplus funds

,,,,,,,,,,,,,,,,,, 50,776,402

Common capital stock

15,000,000

Preferred capital stock

,,,,,,,,,,,,,,,,,, 15,000,000

Aggregate write-ins for other than special surplus funds

Surplus notes

363,974,000

Gross paid in and contributed surplus

Unassigned funds (surplus)

Less treasury stock, at cost:

(264,237 ,662)

,,,,,,,,,,,,,,,, 363,974,000
,,,,,,,,,,,,,,, (261,780,295)

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 0 shares common (value included in Line 30 $ 0 )

362 0 shares preferred (value included in Line 31 $ 0 )

Surplus as regards policyholders (Lines 29 to 35, less 36)
Totals (Page 2, Line 28, Col. 3)

114,736,338

117,193,705

136,278,725

167,970,107

2501.
2502.
2503.
2598.
2599.

DETAILS OF WRITE-INS
Contingency Reserve

19,566,682

Other Payables

628

,,,,,,,,,,,,,,,,,, 19,566,682
812

Liability - Payments to Surplus Note Holders

381,832

Summary of remaining write-ins for Line 25 from overflow page

,,,,,,,,,,,,,,,,,,,,,,,, 381,832

Totals (Lines 2501 through 2503 plus 2598) (Line 25 above)

19,949,142

19,949,326

2901.
2902.
2903.
2998.
2999.

Summary of remaining write-ins for Line 29 from overflow page

Totals (Lines 2901 through 2903 plus 2998) (Line 29 above)

3201.
3202.
3203.
3298.
3299.

Summary of remaining write-ins for Line 32 from overflow page

Totals (Lines 3201 through 3203 plus 3298) (Line 32 above)




STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

o N O~ W

13.
14.
15.
16.

17.
18.

19.
20.

21.
22.
23.
24.

25.
26.
27.
28.
29.
30.
31.
32.

33.

34.
35.
36.
37.
38.
39.

. Losses incurred (current accident year $

. Loss adjustment expenses incurred
. Other underwriting expenses incurred
. Aggregate write-ins for underwriting deductions
. Total underwriting deductions (Lines 2 through 5)
. Net income of protected cells
. Net underwriting gain (loss) (Line 1 minus Line 6 + Line 7)

. Net investment income earned
10.
11.

STATEMENT OF INCOME

UNDERWRITING INCOME

. Premiums earned:

1.1 Direct (written $ 0 )

Current Year
to Date

2
Prior Year
to Date

3
Prior Year Ended
December 31

2,634,619

1.2 Assumed (written $ 0 )

(890,672)

1.3 Ceded (written $ 0 )

1.4 Net (written $ 0 )

1,743,947

DEDUCTIONS:
,,,,,,,,,,,,,,,,,,,,,,,, 530,924 .
2.1 Direct

3,856,760

2.2 Assumed

,,,,,,,,,,,,,,,,,,,,,, (738,808)

2.3 Ceded

2.4 Net

3,856,760

4,780,453

(239,424) |

_(738,808)

,,,,,,,,,,,,,,,,,,,, 4,647,677

712,650 |.

8,397,789

,,,,,,,,,,,,,,,,,,,, 4,621,519

INVESTMENT INCOME

(6,653,842)

4,452,620

Net realized capital gains (losses) less capital gains tax of $ 0

Net investment gain (loss) (Lines 9 + 10)

4,195,965

,,,,,,,,,,,,,,,,,,,, 1,583,106

,,,,,,,,,,,,,,,,,,,, 4,481,424
128,113

,,,,,,,,,,,,,,,,,,,, 5,789,266
3,554,896

8,648,585

OTHER INCOME

. Net gain or (loss) from agents' or premium balances charged off

,,,,,,,,,,,,,,,,,,,, 4,609,537

,,,,,,,,,,,,,,,,,,,, 9,344,162

(amount recovered $ ... [ 0 amount charged off $
Finance and service charges not included in premiums

Aggregate write-ins for miscellaneous income

Total other income (Lines 12 through 14)

24,215

Net income before dividends to policyholders, after capital gains tax and before all other federal
and foreign income taxes (Lines 8 + 11 + 15)

24,215

2,018,958

Dividends to policyholders
Net income, after dividends to policyholders, after capital gains tax and before all other federal
and foreign income taxes (Line 16 minus Line 17)

,,,,,,,,,,,,,,,,,,,, 6,192,643

,,,,,,,,,,,,,,,,,, 14,125,065

2,018,958

Federal and foreign income taxes incurred
Net income (Line 18 minus Line 19)(to Line 22)

,,,,,,,,,,,,,,,,,,,, 6,192,643

,,,,,,,,,,,,,,,,,, 14,125,065

CAPITAL AND SURPLUS ACCOUNT
Surplus as regards policyholders, December 31 prior year

2,018,958

6,192,643

14,125,065

117,193,705

Net income (from Line 20)

2,018,958

,,,,,,,,,,,,,,,,, 107,501,269

107,501,268
14,125,065

Net transfers (to) from Protected Cell accounts.
Change in net unrealized capital gains or (losses) less capital gains tax of

$

(4,840,964)

Change in net unrealized foreign exchange capital gain (loss)

,,,,,,,,,,,,,,,,,,,,,, (498,905)

,,,,,,,,,,,,,,,,,,,,,, (477,917)

Change in net deferred income tax

(640,878)

Change in nonadmitted assets

1,005,517

Change in provision for reinsurance

,,,,,,,,,,,,,,,,,,,,,, (848,960)
,,,,,,,,,,,,,,,,,,,, 1,197,919

(1,607,112)
2,593,524

Change in surplus notes

Surplus (contributed to) withdrawn from protected cells

Cumulative effect of changes in accounting principles

Capital changes:
32.1 Paidin

32.2 Transferred from surplus (Stock Dividend)

32.3 Transferred to surplus

Surplus adjustments:
33.1 Paid in

33.2 Transferred to capital (Stock Dividend)

33.3 Transferred from capital

Net remittances from or (to) Home Office

Dividends to stockholders

Change in treasury stock

Aggregate write-ins for gains and losses in surplus

Change in surplus as regards policyholders (Lines 22 through 37)

(11,000,000)

(4,941,123)

Surplus as regards policyholders, as of statement date (Lines 21 plus 38)

(2,457 367)

(4,957,303)

9,692,437

114,736,338

102,543,966

117,193,705

0501.
0502.
0503.
0598.
0599.

DETAILS OF WRITE-INS

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

TOTALS (Lines 0501 through 0503 plus 0598) (Line 5 above)

1401.
1402.
1403.
1498.
1499.

Other Income

24,215

Summary of remaining write-ins for Line 14 from overflow page

TOTALS (Lines 1401 through 1403 plus 1498) (Line 14 above)

24,215

3701.
3702.
3703.
3798.
3799.

Change in Contingency Reserve

6,058,877

Payments to Surplus Note Holders

(11,000,000)

,,,,,,,,,,,,,,,,, (11,000,000)

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

TOTALS (Lines 3701 through 3703 plus 3798) (Line 37 above)

(11,000,000)

(4,941,123)




STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

CASH FLOW

1 2 3
Current Year Prior Year Prior Year Ended
To Date To Date December 31
Cash from Operations
1. Premiums collected net of reinsurance (4,000,000)
2. Net investment income 2,354,938 | . 2,737,218 | .. 4,341,085
3. Miscellaneous income 24,215
4. Total (Lines 1 to 3) (1,620,847) 2,737,278 4,341,085
5. Benefit and loss related payments 26,551,095 [ (31,532,688)] | (12,669,269)
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts
7. Commissions, expenses paid and aggregate write-ins for deductions 5,289,545 | | 6,922,455 | . 8,206,728
8. Dividends paid to policyholders
9. Federal and foreign income taxes paid (recovered)netof $ 0 taxon capital
gains (losses) (389,980)
10. Total (Lines 5 through 9) 31,450,660 (24,610,233) (4,462,541)
11. Net cash from operations (Line 4 minus Line 10) (33,071,507) 27,347 511 8,803,626
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
12.1 Bonds 84,966,595 | . 36,098,764 | 67,449,902
12.2 Stocks
12.3 Mortgage loans
12.4 Real estate
12.5 Other invested asset
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments 565,548 269 (357,578)
12.7 Miscellaneous proceeds 11,876,514
12.8 Total investment proceeds (Lines 12.1 to 12.7) 97,408,657 | . 36,099,033 | 67,092,324
13. Cost of investments acquired (long-term only):
13.1 Bonds 21,320,025 | . 53,394,802 | 48,629,219
13.2 Stocks
13.3 Mortgage loans
13.4 Real estate
13.5 Other invested assets 2,148,907 | .. 2,295,000 | ... 2,295,000
13.6 Miscellaneous applications 12,388,309
13.7 Total investments acquired (Lines 13.1 to 13.6) 23,468,932 55,689,802 63,312,528
14. Net increase (or decrease) in contract loans and premium notes
15. Net cash from investments (Line 12.8 minus Line 13.7 and Line 14) 73,939,725 (19,590,769) 3,779,796
Cash from Financing and Miscellaneous Sources
16. Cash provided (applied):
16.1 Surplus notes, capital notes (10,848,502)] ... (21,697,005)
16.2 Capital and paid in surplus, less treasury stock
16.3 Borrowed funds
16.4 Net deposits on deposit-type contracts and other insurance liabilities
16.5 Dividends to stockholders
16.6 Other cash provided (applied) 367,738 354,563 991,252
17. Net cash from financing and miscellaneous sources (Line 16.1 through Line 16.4 minus Line 16.5
plus Line 16.6). 367,738 (10,493,939) (20,705,753)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15and 17) __] 41,235,956 | (2,737 1970 (8,122,331)
19. Cash, cash equivalents and short-term investments:
19.1 Beginning of year. 11,064,520 | 19,186,851 19,186,851
19.2 End of period (Line 18 plus Line 19.1) 52,300,476 16,449,654 11,064,520
Note: Supplemental disclosures of cash flow information for non-cash transactions:
20.0001. Loss recovered 13,481,235
20.0002. Interest Received 722,789
20.0003. Cost of bonds acquired (722,789)
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STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

NOTES TO FINANCIAL STATEMENTS

Basis of Accounting, Use of Estimates, and Summary of Significant Accounting Policies:

A.

(M

@
)

Basis of Accounting

ACA Financial Guaranty Corporation (“ACA” or the "Company", a Maryland domiciled financial guaranty insurance
company — see Note 21.C.(4) for a description of financial guaranty insurance) prepares its statutory basis financial
statements in accordance with accounting practices prescribed or permitted by the Maryland Insurance Administration (the
“MIA”). The MIA recognizes only statutory accounting practices prescribed or permitted by the State of Maryland for
determining and reporting the financial condition and results of operations of an insurance company and for determining its
solvency under insurance law. The National Association of Insurance Commissioners (“NAIC”) Accounting Practices and
Procedures manual ("NAIC SAP") has been adopted as a component of prescribed or permitted practices by the State of
Maryland. The state has adopted certain prescribed accounting practices that differ with those found in NAIC SAP. The
Maryland Insurance Commissioner has the right to permit other specific practices which deviate from prescribed practices.

There are no differences between amounts reported in the accompanying financial statements, which are prepared as
prescribed or permitted by the MIA, and NAIC SAP.

FiS Fi'% June 30 Decimber 31
SSAP To Ling & 2023 2021

He1 Incame

(1] The Company's state basis [Page 4, Line 3, Column 1£3] k] Wi W b3 2018958 $ 14125 065

(¥ State Predcnibed Practices that incresdedecrease) MAIC statutory A LT A

sccounting principals [SAR)

(3] Sate Permitted Practices that increase (decrease) MAIC SAR LT N MiA

(4] NAN SAP [} 23=4) Xxx b i 00 5 018,958 5 14125065
Surplus

(5] Thi: Company’s state basis [Page 3, Line 37, Columad 1 £2) X% pEE] WK, SH4TI6 318 5117193705

(i3] Saate Predcnbed Practiced that incresde (decrease) NAIC SAP LY MfA A

(7l State Permitted Practices that increase (decrease] MAIC SAP N N MR

5] NS AP |5 6-7=8) f ] oo WK L ris s % 117193 208

In connection with ACA’s Restructuring Transactions and Global Settlement Agreement in 2008 (see Note 21.C.(2)), the
Company made a cash payment and issued non-interest bearing surplus notes with a principal amount of $1 billion to settle
counterparty claims. Due to the unique nature of the transaction, and in consultation with the MIA, the Company recorded
the issuance of surplus notes with a fully offsetting contra account. This accounting treatment has resulted in a net balance
of $0 reported as surplus notes. Payment of principal, or any other distributions, on the surplus notes may not be recognized
until approved by the MIA. Upon the MIA’s approval, unassigned funds (surplus) and the contra account will be adjusted to
reflect the amount approved. Upon payment, the principal amount of the surplus notes would be reduced by the amount of
such payment.

Use of Estimates

The preparation of financial statements in conformity with accounting practices prescribed or permitted by the MIA requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities. It also requires
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and
expenses during the period. Actual results may differ from estimates and those differences may be material.

Summary of Significant Accounting Policies

Premiums charged in connection with the issuance of the Company’s guaranties are received either upfront or in installments.
Such premiums are recognized as written when due. Installment premiums written are earned ratably over the installment
period, generally one year or less, which is consistent with the expiration of the underlying risk or amortization of the
underlying insured principal. Upfront premiums written are earned based on the proportion of principal and interest scheduled
to be paid on the underlying insured obligation during the period, as compared to the total amount of principal and interest
to be paid over the contractual life of the insured debt obligation. When a full loss on a guaranteed obligation is reflected in
the financial statements and no further variability exists as to the measurement of the loss, the remaining unearned premiums
are recognized as earned since the Company is no longer exposed to insurance risk. Unearned premiums, net of prepaid
reinsurance premiums, represent the unearned portion of upfront and installment premiums written.

In addition, when an insured issue is retired early, is called by the issuer or is, in substance, paid in advance through a
refunding accomplished by placing U.S. Government securities in escrow (hereafter referred to collectively as
“Refundings”), the remaining unearned premium revenue relating to such insured issue is earned at that time since there is
no longer risk to the Company. For the nine month periods ended September 30, 2022 and 2021, the Company recorded
earned premiums of $2.7 million and $5.3 million, respectively, related to Refundings.

Short-term investments are stated at amortized cost.

Bonds and loan-backed securities assigned an NAIC Designation of 1 or 2 are valued at cost, adjusted for amortization of
any premium, or accretion of any discount, which is calculated using the constant yield method. Bonds and loan-backed
securities assigned an NAIC rating of 3 or lower are valued at the lower of amortized cost (adjusted for amortization of any
premium, or accretion of any discount, which is calculated using the constant yield method) or fair value. The prospective
method is used to adjust book value for loan-backed securities. Clearwater Analytics, LLC, a third party investment
accounting service provider uses Bloomberg L.P. as the source to determine prepayment assumptions.
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STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

NOTES TO FINANCIAL STATEMENTS

The following table summarizes the carrying amount of the Company’s bonds by NAIC Designation at September 30, 2022:

NAIC Designation 1 $ 73,300,733
NAIC Designation 2 4,414,439
NAIC Designation 3 464,912
NAIC Designation 4 -

NAIC Designation 5 1,149,009
NAIC Designation 6 36,237,874
Total $ 115,566,966

Realized capital gains and losses on the sale of investments are determined on the basis of specific identification and are
included in net income. Decreases in the fair value of bond and stock investments below their carrying value which are
determined to be “other than temporary” are reflected as realized capital losses and are recorded in the Statement of Income.
Factors considered in evaluating whether a decline in value is other than temporary include: 1) whether the decline is
attributable to credit related or interest rate related factors, 2) whether the decline is substantial; 3) the amount of time that
the fair value has been continuously less than cost; 4) the financial condition and near-term prospects of the issuer; and 5) the
Company’s ability and intent to retain the investment for a period of time sufficient to allow for an anticipated recovery in
value. For the nine month periods ended September 30, 2022 and 2021, the Company recorded no “other than temporary”
adjustments.

Net investment income includes interest and dividends received and accrued on investments. It also includes amortization of
any purchase premium or discount using the constant yield method, adjusted prospectively for any change in estimated yield
to maturity. Investment income is recognized when earned. Investment income due and accrued that is deemed uncollectible
is charged against net investment income in the period such determination is made, while investment income greater than 90
days past due is non-admitted and charged directly to surplus. Net investment income is reduced by investment management
expenses.

The Company has no investments in common stock or other similar equity interests, other than the common stock or other
similar equity interests of subsidiary, controlled or affiliated insurance and non-insurance entities. See (7) below.

The Company has one preferred stock holding with a carrying value of zero at September 30, 2022.

The Company has no investments in mortgage loans.

Investments in the common stocks or other similar equity interests of its subsidiary, controlled or affiliated insurance or non-
insurance entities are accounted for and reported in accordance with the equity method as prescribed by SSAP No. 97,
“Investments in Subsidiary, Controlled and Affiliated Entities”, and valued in accordance with section 3(ii)(D) of the NAIC
Valuations Securities manual. Changes in the carrying value of such investments are reflected as unrealized capital gains or
losses in capital and surplus. Dividends received from such investments are reported in investment income. ACA Service
L.L.C. derives its earnings from its wholly owned subsidiary, ACA Management, L.L.C. (“ACA Management”). ACA
Management receives management fees on asset management contracts which were sold on a forward revenue sharing basis
in connection with the termination of the company’s prior CDO/CLO asset management business. For the nine month periods
ended September 30, 2022 and 2021, investment income includes dividends received from ACA Service L.L.C., relating to
its share of fees from certain managed CDO’s of $15 thousand and $32 thousand, respectively. See Note 6 below.

The Company has no investments in joint ventures.

The Company has no investments in derivatives.

(10) The Company has no premium deficiencies.

(11) The Company records a loss with respect to an insurance guaranty upon a payment default by the issuer of the insured

obligation (a payment default is generally considered the incident which gives rise to a claim under the Company’s insurance
policies and triggers loss recognition relating to the incident). The Company may also establish a reserve component for

CLINT3

incurred but not reported claims (“IBNR”). The Company’s liability for losses (also known as “loss reserves”, “reserves for
unpaid losses”, “case reserves”, or “case basis reserves”), reported on the accompanying Statement of Assets, Liabilities,
Surplus and Other Funds, represents the best estimate of the present value of the Company’s ultimate claim payments under
the policy, net of its best estimate of the present value of any recoveries from salvage and subrogation rights under the policy,
remaining unpaid at the balance sheet date. Loss adjustment expenses (“LAE”) are recorded by the Company in regard to
insurance guaranties when costs are incurred or expected to be incurred to remediate probable losses under its policies.
Accordingly, LAE may be recorded on policies for which claims have been paid or losses have been recognized, as well as
on policies where no claim payments have been made or losses have been recorded but may be incurred in the future. LAE
represents the estimated ultimate cost of remediating losses or potential losses under policies. The Company does not discount
LAE.

Losses on the Company’s insurance guaranties and related case reserves are determined using cash flow models to estimate
the net present value of the anticipated shortfall between (i) scheduled payments on the insured obligation and (ii) anticipated
cash flow from the obligor or the collateral supporting the obligation and other anticipated recoveries or cash flows. A number
of quantitative and qualitative factors are considered when determining whether the Company will incur a loss and the amount
of any case reserve. These factors may include the creditworthiness of the underlying issuer of the insured obligation, whether
the obligation is secured or unsecured, the projected cash flow or market value of any assets that collateralize or secure the
insured obligation, and the historical and projected recoveries from such assets. Other factors that may affect the actual
ultimate loss include the state of the economy, market conditions for municipal bond issuance, changes in interest rates, rates
of inflation, willingness of the obligor or sponsor to honor its commitments and the salvage values of specific collateral.
Such factors and management’s assessment thereof will be subject to the specific facts and circumstances associated with
the specific insured transaction being considered for loss recognition. Losses and related case reserves are discounted at a
rate reflecting the weighted average rate of return on the Company’s admitted assets at the end of the year. Recognition of
losses and related case reserves requires the use and exercise of significant judgment by management, including estimates
regarding the amount and timing of a loss on an insured obligation. Actual experience may, and likely will, differ from those
estimates and such difference may be material due to the fact that the ultimate dispositions of claims are subject to the
outcome of events that have not yet occurred, are difficult to predict, and, in certain cases, will occur over many years in the
future. Examples of these events include changes in the level of interest rates, credit deterioration of guaranteed obligations,

6.1



STATEMENT AS OF SEPTEMBER 30, 2022 OF THE ACA Financial Guaranty Corporation

NOTES TO FINANCIAL STATEMENTS

changes in the value of specific assets supporting guaranteed obligations, and changes in the expected timing of claims
payments and recoveries, and the amounts of expected claims payments and recoveries. Any estimate of future costs is
subject to the inherent limitation on the Company’s ability to predict the aggregate course of future events. It should therefore
be expected that the actual emergence of losses and LAE will vary, perhaps materially, from any estimate.

Reference should be made to Note 21.C.(1) for further information regarding significant risks and uncertainties relating to
the Company’s accounting policy for loss recognition on its in-force insurance guaranties, as well as in regard to losses
expected to be incurred by the Company on its credit quality classification 4 insurance guaranties which have not yet been
recorded in the accompanying Statement of Assets, Liabilities, Surplus and Other Funds because a payment default by the
issuer of the insured obligation has not yet occurred.

(12) A statutorily mandated contingency reserve is established net of reinsurance by an appropriation of unassigned surplus and

is reflected in “Aggregate write-ins for liabilities” in the Statement of Assets, Liabilities, Surplus and Other Funds. This
reserve is calculated as the greater of a prescribed percentage applied to original insured principal or 50% of premiums
written, net of ceded reinsurance. The prescribed percentage varies by the type of business. Once the reserve is calculated,
as described above, it is incrementally recognized in the financial statements over a prescribed time period based on type of
business. Under SSAP 60, contributions to the contingency reserve may be discontinued if the total contingency reserve
already recorded exceeds a calculated amount based upon unpaid principal guaranteed and prescribed percentages by bond
category. The Company’s established contingency reserve is in excess of this calculated amount. The Company has
discontinued its contributions in the fourth quarter of 2014. Reductions in the contingency reserve may be recognized under
certain stipulated conditions, subject to the approval of the MIA. In May 2015, the Company requested the MIA’s approval
to release contingency reserves equal to the amount in excess of the calculated maximum amount at December 31, 2014. The
MIA denied the request in November 2015. In July 2018, the Company requested the MIA’s approval to release contingency
reserves equal to the amount in excess of the high-end of the oft-balance sheet reserve range. In October 2018, the Company
revised its request to reflect an updated off-balance sheet reserve range. In June 2019, the Company received the MIA’s
approval to release $32.0 million of its contingency reserve. In July 2019, the Company made another request to release
additional contingency reserves that was revised in January 2020. In November 2020, the Company received the MIA’s
approval to release $38.3 million of its contingency reserve. In December 2021, the Company received the MIA’s approval
of its October 2021 request for a contingency reserve release of $6.1 million.

(13) There has been no change to the Company’s capitalization policy.

(14) The Company has no pharmaceutical rebate receivables.

(15) For claims related extra-contractual obligations and bad faith contingency losses stemming from lawsuits, the Company

recognizes a loss contingency when it determines that an estimated loss is deemed probable to occur and can be reasonably
estimated. The Company recognizes a gain contingency when settled.

(16) The Company discloses restrictions placed upon its assets in Note 5(1). Currently there are two types of restrictions that apply

to the Company’s transactions, (1) admitted assets, typically bonds and cash equivalents, on deposit with states, and (2) a
non-admitted receivable relating to a lease security deposit.

ACCOUNTING CHANGES AND CORRECTION OF ERRORS

Not applicable.

BUSINESS COMBINATION AND GOODWILL

The Company was not party to any business combinations and has not recorded any goodwill.

DISCONTINUED OPERATIONS

The Company had no discontinued operations.

INVESTMENTS

A.

Mortgage Loans

The Company had no investments in mortgage loans or mezzanine real estate loans as of September 30, 2022 and December
31,2021.

Debt Restructuring

(1) - (4) Not applicable

As aresult of claims paid under certain of its insurance policies, the Company has received salvage in the form of investment
securities. Such investment securities represent restructured debt issued in place of that originally guaranteed by the
Company. The Company has recorded such investment securities at fair value at the date received. The aggregate carrying
value of such restructured debt as of September 30, 2022 and December 31, 2021 was $16.8 million and $23.5 million,
respectively. The Company has no other restructured debt and has not been a party to a troubled debt restructuring by virtue
of its ownership of its invested assets.

Reverse Mortgages

The Company does not invest in reverse mortgages.

Loan-Backed Securities

(1) Prepayment assumptions are derived from an average of those forecast by a number of Wall Street dealers as tabulated
by Bloomberg L.P. and referred to as Bloomberg consensus estimates.
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(2) During the nine month period ending September 30, 2022, the Company did not recognize any other than temporary
impairment charges on loan-backed securities.

(3) Not applicable.

(4) The fair value and gross unrealized losses related to loan-backed and structured securities, where impairments have not
been recognized, that have been in a continuous loss position for 12 months or longer at September 30, 2022 is $16.8
million and $4.6 million, respectively. The fair value and gross unrealized losses related to loan-backed and structured
securities, where impairments have not been recognized, that have been in a continuous unrealized loss position for less
than 12 months at September 30, 2022 is $9.0 million and $1.1 million, respectively. All of the securities discussed
above are rated investment grade by at least one nationally recognized statistical ratings organization and have excess
credit coverage within each structure and projected cash flows from the underlying collateral that are expected to be
sufficient to pay principal and interest.

(5) None

Repurchase Agreements and/or Securities Lending Transactions

The Company has not used repurchase agreements and has not engaged in any securities lending transactions.

Repurchase Agreements Transactions Accounted for as Secured Borrowing

The Company had no repurchase agreement transactions accounted for as secured borrowing.

Reverse Repurchase Agreements Transactions Accounted for as Secured Borrowing

The Company had no reverse repurchase agreement transactions accounted for as secured borrowing.

Repurchase Agreements Transactions Accounted for as a Sale

The Company had no repurchase agreement transactions accounted for as a sale.

Reverse Repurchase Agreements Transactions Accounted for as a Sale

The Company had no reverse repurchase agreement transactions accounted for as a sale.

Real Estate

The Company has no real estate investments.

Investments in Low-Income Housing Tax Credits

The Company has no low-income housing tax credit investments.

Restricted Assets
The following table summarizes the Company’s restricted assets:

(1) Restricted Assets (including Pledged):

Gross (Admitted & Non-Admitted) Restricted Current Year
Current Year Percentage
1 2 3 4 5 6 7 8 9 10 11

Total General G/A Supporting Total Protected Protected Cell Total Total From Increase/ Total Nonadmitted| Total Admitted |Gross (Admitted & Admitted
) Account (GA) | Protected Cell Cell Account | Account Assets (1plus 3) Prior Year (Decrease) Restricted Restricted Nonadmitted) | Restricted to Total
Restricted Asset Category Account Activity | Restricted Assets | Supporting G/A (5 minus 6) (5 minus 8) Restricted to | Admitted Assets
(a) Activity (b) Total Assets (c) (d)

a. Subject to contractural
obligation for which
liability is not shown $ - S - S - $ - $ - S - S - $ - $ - 0.00% 0.00%

b. Collateral held under
security lending

agreements - - - - - - - - - 0.00% 0.00%
c. Subject to repurchase

agreements - - - - - - - - - 0.00% 0.00%
d. Subject to reverse

repurchase agreements - - - - - - - - - 0.00% 0.00%
c. Subject to dollar

repurchase agreements - - - - - - - - - 0.00% 0.00%

f. Subject to dollar reverse
repurchase agreements - - - - - - - - - 0.00% 0.00%

2. Placed under option
contracts - - - - - - - - - 0.00% 0.00%

h. Letter stock or securities
restricted as to sale -
excluding FHLB capital

stock - - - - - - - - - 0.00% 0.00%
i. FHLB capital stock - - - - - - - 0.00% 0.00%
- On deposit with states 5,000,200 - - - 5,000,200 4,991,967 8,233 - 5,000,200 3.62% 3.67%
k. On deposit with other

regulatory bodies - _ _ - - _ _ - - 0.00% 0.00%

L Pledged as collateral to
FHLB (including asscts
backing funding
agreements) - - - - - - - - - 0.00% 0.00%

m. Pledged as collateral not
captured in other

categories - - - - - - 0.00% 0.00%
0. Other restricted assets 27,900 - - - 27,900 27,900 - 27,900 - 0.02% 0.00%
0. Total restricted assets $ 5028100 $ - |s - |s - |s  s08100]s 5019867 s 8233 | § 27900 | $ 5,000,200 3.64% 3.67%
(2) Not applicable
(3) Details of Other Restricted Assets:
Gross (Admitted & Non-Admitted) Restricted Current Year
Current Year Percentage
1 2 3 4 5 6 7 8 9 10
G/A Supporting Protected Cell Gross (Admitted &|  Admitted
Protected Cell | Total Protected | Account Assets Increase/ | Total Current Year | Nonadmitted) Restricted to
Deserintion of Assets Total General | Account Activity |  Cell Account | Supporting G/A Total Total From (Decrease) Admitted Restricted to | Total Admitted
escription of Assets Account (G/A) (a) Restricted Assets Activity (b) (1 plus 3) Prior Year (5 minus 6) Restricted Total Assets Assets
Security Deposit 27,900 - - - 27,900 27.900 - - 0.02% 0.00%
Total $ 27,900 | $ - $ - $ - $ 27.900 | $ 27,900 | S - $ - 0.02% 0.00%

Included in Other Restricted Assets is a non-admitted receivable relating to a lease security deposit in the amount of $27,900.
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(4) Collateral Received & Reflected as Assets Within the Reporting Entity’s Financial Statements:

Not applicable

Working Capital Finance Investments
The Company has no working capital investments.
Offsetting and Netting of Assets and Liabilities

The Company has no offsetting or netting of assets and liabilities related to derivatives, repurchases, reverse repurchases,
and securities borrowing or securities lending.

NAIC 5GI Self-Designated Securities

The following table summarizes the Company’s NAIC 5GI self-designated securities:

Investment Number of 5GI Se curities Aggregate BACV Aggregate Fair Value

Current Year Prior Year Current Year Prior Year Current Year Prior Year
(1) Bonds - AC 3 418 1,149,009 | $ 1,141,927 | $ 1,147,463 | $ 1,291,596
(2) Bonds - FV - - - - - -
(3) LB&SS - AC - - - - - -
(4) LB&SS-FV - - - - - _
(5) Preferred Stock - AC - - - - - -
(6) Preferred Stock - FV - - - - - -
(7) Total (1+2+3+4) 3 41$ 1,149,009 | $ 1,141,927 | $ 1,147,463 | $ 1,291,596

Short Sales

The Company had no short sales.
Prepayment Penalty and Acceleration Fees
Not applicable

Entity’s Share of Cash Pool by Asset Type

Asset Type Percent Share
(1) Cash 1.9%
(2) Cash Equivalents 96.5%
(3) Short-Term Investments 1.6%
(4) Total 100.0%
JOINT VENTURES, PARTNERSHIPS AND LIMITED LIABILITY COMPANIES
A.  As of September 30, 2022 and December 31, 2021, the Company held an investment in ACA Service L.L.C. (“ACA
Service”). The carrying value of such investment as of September 30, 2022 and December 31, 2021 was zero.
On April 1, 2011, the Company formed Tactical Risk Management LLC (“TRM”) a wholly owned subsidiary. The
Company has committed to capitalize TRM with up to $100 thousand. The Company’s equity in TRM has been non-
admitted as of September 30, 2022 and, December 31, 2021.
B.  Notapplicable
INVESTMENT INCOME
A.  Policyholders’ surplus excludes due and accrued investment income if amounts are over 90 days past due.
B. At September 30, 2022, the Company had no accrued investment income over 90 days past due.
See Note 1.C. (3) and Note 1.C. (7) above.
DERIVATIVE INSTRUMENTS
The Company has not purchased or sold any derivative financial instruments for hedging or other purposes.
INCOME TAXES
Components of deferred tax assets (DT As) and deferred tax liabilities (DTLs):
(1) DTA/DTL Components 2022 2021 Change
Description Ordinary Capital Total Ordinary Capital Total Ordinary Capital Total
(a) Gross deferred tax assets N 52,166,792 § 644 S 52,167,436 $ 51,150,421 S 610,843 § 51,761,264 N 1016371 § (610,199) S 406,172
(b) Statutory valuation allowance adjustment 48,057,789 644 48,058, 47,041,418 610,843 47,652,261 1,016,371 (610,199) 406,172
(¢) Adjusted gross deferred tax assets 4,109,003 - 4,109,003 4,109,003 - 4,109,003 - - -
(d) Adjusted gross deferred tax assets nonadmitted 1,727.489 1,727,489 2.368.367 2.368.367 (640.878) (640.878)
(¢) Sub-total admitted adjusted gross deferred tax asset 2,381,514 - 2,381,514 1,740,636 - 1,740,636 640,878 - 640,878
() Gross deferred tax liabilities 877,272 1,504,242 2,381,514 909,907 830,729 1,740,636 (32,635) 673,513 640,878
(g) Netadmitted deferred tax asset S 1,504,242 § (1,504.242) § - $ 830,729 § (830.729) § - S 673,513 § (673,513) § -
(2) Admission calculation components:
2022 2021 Change
Description Ordinary CM Total Ordinary CM Total Ordinary CaE'lal Total
Admission calculation under §11.a.-411.c.
(a) Federal income taxes paid in prior years recoverable through loss carrybacks. s B s s B s B - s - s
(b)  Adjusted gross deferred tax assets expected to be realized (excluding the amount of deferred tax assets
from a, above) after application of the threshold limitation. (the lesser of b.i. and b.ii. below.) - -
(i) Adjusted gross deferred tax assets exp ected to be realized following the balance sheet date. [ B | | - ][ B | H | - 11 | | ]
(i) Adjusted gross deferred tax allowed per limitation threshold. N/A | N/A | - 11 N/A | N/A | - 11 N/A | N/A | ]
() Adjusted gross deferred tax assets (excluding the amount of deferred tax assets from a. and b. above)
offset by gross deferred tax liabilities. 2381514 - 2381.514 1,740,636 1,740,636 640,878 - 640,878
(d) Deferred tax assets admitted as the result of application of SSAP No. 101.total (a. + b. +¢.) S 2,381,514 § - $ 2.381.514 S 1,740,636 $ S 1.740.636 S 640.878 § - S 640.878

(3) Usedin q11.b. (Adjusted Gross Deferred Tax Assets Expected To Be Realized (Excluding The Amount Of Deferred Tax Assets From a, above) After Application of the Threshold Limitation. (The Lesser of b.i.
and b.ii.) b.i. Adjusted Gross Deferred Tax Assets Expected to be Realized Following the Balance Sheet Date. b.ii. Adjusted Gross Deferred Tax Assets Allowed per Limitation Threshold.)

(a) Applicable ratio for realization limitation threshold table

2022

2021

[ 15.00% |

15.00% |
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(4) Impact of tax planning strategies (TPS ) on adjusted gross DTAs and net admitted DTAs:
2022 2021
Description Ordinary Capital Total Ordinary Capital Total
(a) Adjusted gross DTAs - Percentage 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
(b) Admitted adjusted gross DTAs - Percentage 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
(¢) Do TPS include a reinsurance strategy? Yes or No. No No
Temporary differences for which a DTL has not been established:
There are no temporary differences for which deferred tax liabilities are not recognized.
Significant components of income taxes incurred.
(1) Current income taxes incurred consist of the following major components:
Description 2022 2021
(a) Current federal income tax benefit $ - $ -
(b) Foreign income tax expense - -
(¢) Subtotal - -
(d) Taxexpense on realized capital gains - -
(e) Utilization of capital loss carry forwards - -
(f) Other, including prior year underaccrual - -
(g) Federal and foreign income taxes incurred $ - $ -
The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and liabilities are as follows:
(2) DTAs Resulting From December 31, December 31,
Book/Tax Differences In 2022 2021 Change
(a) Ordinary
a) Salvage and Subrogation $ 174,634 $ 9,729) $ 184,363
?2) Unearned premiums 83,256 119,871 (36,614)
A3) Policyholder reserves - - -
“ Investments - - -
Q] Deferred acquisition costs - - -
6) Policy holder dividends accrued - - -
@) Fixed assets - - -
®) Compensation and benefit accruals 265,631 269,729 (4,098)
) Pension accruals - - -
(10) Nonadmitted assets - - -
(11)  Net operating loss carry forward 47,534,268 46,661,548 872,720
(12) Taxcredit carry forward 0) 0) -
(13) Contingency Reserve 4,109,003 4,109,003 -
(14)  Other (separately disclose items >5%) - - -
(99) Subtotal - Gross ordinary DTAs 52,166,792 51,150,421 1,016,371
(b) Statutory valuation allowance adjustment - ordinary 48,057,789 47,041,418 1,016,371
(¢) N